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Housing Credit Mechanics

* The private sector takes the upfront capital risk, not the taxpayer.
* Pay-for-performance model where the credits cannot be claimed and kept unless developments are:
Completed on-time,
> Occupied by eligible low-income residents who pay affordable rents, and
> Well-maintained.

* Housing Credit developments required to remain affordable for 30 years, and in some states longer, with state housing agencies
monitoring for compliance beyond the 15t year.

* Credits flow to investors over 10 years and are recaptured for noncompliance through 15 years.

* Risk of recapture has led to strong private sector oversight, supplementing state level oversight, and an extremely low
cumulative foreclosure rate among Housing Credit properties of only 0.5% over the life of the program — lower than any other

real estate class.

* The “9%” Credit is available for new construction and substantial rehabilitation, limited by each state’s Housing Credit allocation
authority cap. The “4%” Credit is available for new construction and acquisition/rehabilitation developments if at least 50 percent of
the financing comes from Private Activity Bonds (PABs), limited by the state PAB authority cap.

* The annual credit equals a credit percentage (9% or 4%) multiplied by the development’s qualified basis, which is calculated based
on eligible project costs and the portion of the development rented to eligible tenants.




Housing Credit Development Financing

[ Investor ] [ Investor ] [ Investor ]

Tax Credit Flow to Investors

Syndicator

General
Partner/
Developer

.01% GP

.01% GP

99.99% of Credits, Losses

Local Bank W 15t Mortgage Loan
Or CDFI 52,440,000

Partnership

State Housing
Finance Agency

Owned 99.99% by Fund

HOME or CDBG

v

Affordable Housing
Development

City or State
Government

Lease Le

Owned 100% by Operating Partnership
z%e Lea

[ Reside'nt ][ Resident ][ Resident ]

Awards tax credits to
Owned .01% by Developer/GP eligible developments

Land
Building
Total Project Cost

Eligible Basis
Applicable Fraction

Qualified Basis
Applicable %

x 10 years =

Sources

LIHTC Equity ($.84/credit)
1st Mortgage Loan

2nd Mortgage Loan

Uses
Land
Building

$ 1,000,000

$10,000,000
$11,000,000

$10,000,000
X 100%
$10,000,000

$10,000,000
X 9%
$900,000

S 9,000,000
Total Tax Credits

$ 7,560,000
S 2,440,000

$ 1,000,000
$11,000,000

$ 1,000,000
$10,000,000
$11,000,000




Social Determinants of Health & Self-Sufficiency Research

FSH Residential Program Families
B intake [ Move-in [ Graduation

5.0

4.0

3.0
2.0
0.0

Food Security Education Workforce Participation Health Economic Mobility

Scoring is based on the Arizona Self-Sufficiency Matrix 1-5 scale.

Family Scholar House is a national nonprofit organization. The parent company is Family, Inc.
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FSH: Positive Impacts on Child Development

I Intake [J] In Housing

Elementary
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For more research,
access our white

papers here.




Resident Testimony
Archway Commons,
Modesto, CA

Watch here!



https://youtube.com/shorts/RHf_rk0qPak

The ACTION Campaign

rentalhousingaction.org

Contact: Ayrianne Parks

Email: aparks@enterprisecommunity.org

Contact: Jennifer Schwartz
Email: jschwartz@ncsha.org
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