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Why Preserve?

We face a shortfall of nearly 7 million housing units
available to the lowest-income households in the US.
We can only address this crisis by both preserving
existing affordable housing while also building new
housing that is more affordable to lower-income
households.
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Resyndication

e 45 agencies explicitly allow developers to request
additional HCs through resyndication

e Ofthose, 11 actively encourage resyndication by
awarding points.

I

NM and Rl require developers to demonstrate a need for a substantial

rehabilitation in order to qualify for resyndication, while KY awards points to k=
those requesting resyndication based on the number of years since the last 0y m
substantial rehab. umu!‘f. i

S=apig

DE, NJ, NYC, PA and DC base the need for resyndication on how close a
property is to the affordability expiration date. AR encourages developers to
only consider resyndication after 20 years by deducting points for projects that
request additional HCs between Y15 and 20.

WYV awards points for Housing Credit properties that are either within two
years before the end of the extended use period or up to three years after the
end of the extended use period.




FIGURE 2: HFAS that Require or Incentivize a Qualified Contract Waiver
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Incentive to waive the right
to a Qualified Contract

Requirement to waive the
right to a Qualified Contract

Qualified
Contracts

32 agencies require an
owner to waive their right
toa QC

12 agencies incentivize a
waiver

NATIONAL HOUSING TRUST



Qualified Contracts

* |IN, KS, and NH each award negative points to
applicants who have previously requested a QC after a
specified date;

 ME and NC disqualify applicants for new awards who
have previously requested a QC after a specific date;

* VA both disqualifies applications from anyone
participating in an active QC request and also holds the
right to disqualify an applicant who, prior to a specified
date, has previously made a QC request;

e MT and VT maintain the right to disqualify applicants
who have previously requested a QC; and

e SC awards additional points to project teams that have
not previously requested a QC.
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FIGURE 3: HFAs That Have Implemented ROFR Protection Policies

Right of First
Refusal (ROFR)

32 agencies have
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ROFR

Seven agencies prohibit certain investors who have
previously interfered with ROFR from participating in the
Housing Credit program. Additionally, 14 agencies directly
target potential profit-motivated investor parties by
requiring HFA approval of the transfer of investor interests
and/or requiring a Letter of Intent to vet investor
eligibility.

15 agencies are protecting new Housing Credit homes by
updating their policy and program documentation to
clarify how the ROFR is interpreted, how the ROFR
purchase price is calculated, and how the ROFR can be
triggered.

10 agencies explicitly state the uses for property reserves
and/or require reserves to remain with the property for
the full affordability period.
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Energy Upgrades as a
Preservation Tool

. Resources from NHT’s HFA IRA Bootcamp:

. NHT’s IRA Toolkit, including details on IRA funding
opportunities, case studies, reports, resident
engagement tools, and more:

. NHT’s QAP Infobriefs on electrification, third party
green building standards, whole building energy
performance, and renewable energy:



https://nationalhousingtrust.org/ira-bootcamps
https://nationalhousingtrust.org/ira-toolkit
https://nationalhousingtrust.org/strengthening-low-income-housing-tax-credit-allocations
https://nationalhousingtrust.org/strengthening-low-income-housing-tax-credit-allocations
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EXIT RISK

e 2021 National Low Income Housing Preservation Report
* Preservation Risks:

e Exit Risk - Expiration or termination of affordability restrictions
 Depreciation Risk - Declining financial or physical condition of properties
* Appropriations Risk - Insufficient Congressional Funding

» Affordability Restrictions to expire in over 300k units next 5 years / aprx. 750Kk in
10 years

* Overall 60% demonstrate 2 or more preservation risks



RIGHT of FIRST REFUSAL

* ROFR Issues:

Is a bona-fide 3rd party offer required?
Cash and Reserves not included
Transaction costs

Formula Price may exceed fair market value
Is ROFR Entity in good standing
Aggregators Challenging ROFR

e ROFR Solutions:

e Revise QAPS to mitigate Aggregator behavior

e ROFR Protection
e Mandated ROFR Terms
e Price per IRC

e Require automatic amendments to partnership agreements to recognize
future changes to federal law governing ROFR

» Streamline transfers to existing partners preserving affordability



Preservation Equity

Purposeful Investing
Keeping Good Homes Affordable

Learn how investments in our Preservation Funds were
used to keep the rents of 120 homes affordable while
lowering energy costs by 30 percent, making critical
repairs, and continuing resident services for the
seniors who live at Huntington Towers in New London,
Connecticut

Enterprise
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i =« Enterprise Preservation Equity

To Support The Acquisition 8

Rehabilitation OFf Multifamily Properties

Eligible
Sponsors

Eligible
Projects

Social Impact

Eligible Useas
of Proceeds

Investrmeaent
Size

Terms of
Investrment

Target
Return

For-profit or not-for-profit housing developers or subsidiaries thereof (the “SponsorT) with
substantisl] pricr exgperience and & demonstrated treack record of successfully owning samnd
operating multifamily properties. Sponsors must be financially strong, with a mimimwum of 51
rmuillican in Liguidity and S5 million in net worth. Waivers may be considerad for BEIPOC-led and
otiher historically marginalized groups.

- Exiating stabilired multifamily rezidentisl remtal properties with 100 or morne wenita, 8
muinimum current eccupancy rate of 80%:, and potentisl for improssment through strategic
renowstions and asttentive and efficlent operatioms.

- FProperties may be restricted affordsble housing (LIHTC, Section 8, etc) or may be
unregiricted workforce howsing.

- Projects will heve greater tihwam S0% of their their units occupied by and affordable o
households with incomes: at or less than 820%: of the area median income. Speonsor ho werify
through tenant income certifications, with exceptions for properties with programmatic
affordability restrictions (LIHTC, Section 8, etc).

- Projects may incluede thind-party acguisitions or recapitalizations of existing
o nership positions

- Multiple property asasts and portfolios will be conaidered.

- Preserss existing affordable and workforcs housing properties through long-tenmn
stewardship and thoughtful business plans.

- Stabilize, reposition and enhance multifamily properties by completing capital
improvemsants: and impleamenting quality property mansgEe rment.

- Gresen eligible projects through losw-cost/igh-impact stretegies.
- Fromote resident success and upward mobility through social ssrvices,

- Acquisition comtract price.
- Immediste capital improssments.
- Financing ooata, soft costa and capitalized ressrsea.

- Pl e irvestrent of $3 million and mecscimum investment of $25 million per project.
Exceptions evalusted on & case-by-cese basis.

-  Enterprise Presersaticon Equity ivestment may be used in conjunction with Entenprize loan
praduct=s. which wowld ot be incleded o theas maximuom and sverage amsoumis

5 10 years; or shorter business plans will be considered on & case-by-cese asis.

Flaase contact Entenpriae for information regarding target returma. Enternprige seaeks imestment=
where a portion of the retum is delivered on a current basis (cash-on-cashl, with the balance as
part of sale or refinancing.

BO0. 624 4208

anterprisecommunity. org
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