Preserving Affordable
Rural Rental Housing

New Tools and Promising Practices

May 4, 2017

Organized by the Board of Governors of the Federal Reserve System

The Connecting Communities® audio conference series is a Federal Reserve System initiative intended to provide timely information on emerging and important
community and economic development topics with a national audience. The audio conference series complements existing Federal Reserve Community
Development outreach initiatives that are conducted through our regional Reserve Bank offices and at the Federal Reserve Board of Governors in Washington, D.C.
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Welcome

Thank you for attending today’s session. How to join (remember, this session is being recorded):

e Call-in number: 888-625-5230
e Conference code: 812 073 76#
e Webinar link: https://www.webcaster4.com/Webcast/Page/584/20188

You have two options to ask questions today:
(These questions may be part of the recorded archive for this session).

¢ Email us at: communities@stls.frb.org.
¢ Type your question into the chat box of the webinar.

An archived recording of this session will be available on the Connecting Communities® website shortly
after the session ends. Please visit:

In connection with this session, you can find a variety of additional resources on this topic, available at
www.fedcommunities.org. We encourage you to browse through this site and to contact your regional
office if you would like additional information on any of these items.

- LT R &
Connecting Communities’ ........ .. re reocnnt nesenve svaren


https://www.webcaster4.com/Webcast/Page/584/20188
mailto:communities@stls.frb.org
http://www.stlouisfed.org/connectingcommunities/

Legal Notices and Disclaimer

The information, analyses, and conclusions set forth
are those of the presenters and do not necessarily
indicate concurrence by the Board of Governors of
the Federal Reserve System, the Federal Reserve
Banks, or members of their staffs.
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Community Development (CD)

e The CD function within the Federal Reserve System — consisting of
individual departments at each of the 12 Federal Reserve Banks and at the
Board of Governors — promotes economic growth and financial stability for
low- and moderate-income (LMI) communities and individuals through a
range of activities, including:

— Convening stakeholders,
including practitioners, financial
institutions, non-profits,
governmental agencies, and the e
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Today’s Presenters and Agenda

 Bryan Hooper, Deputy Administrator for Multifamily Housing,
U.S. Department of Agriculture (USDA), Rural Housing Service (RHS)

e Elizabeth Nash, Vice President of Data and Product Development,
PolicyMap

* Rick Goodemann, Chief Executive Officer, Southwest Minnesota Housing
Partnership (SWMHP)

 The following will be discussed:

— New data and tools the USDA made available for assessing
preservation deals

— A new online tool for assessing market conditions around USDA
properties

— Ways to incorporate these new tools into rental preservation
workflows
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Preserving Rural Development’s (RD’s)

Affordable Rental Housing

Bryan Hooper

Deputy Administrator
Washington, D.C.
Bryan.hooper@wdc.usda.gov
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RD Rental Housing Vital Statistics

e Section 515 direct loan portfolio (as of March 31, 2017):
— 13,600 properties containing 413,000 units
— Represents current investment of $10.5 billion
— Nearly 275,000 units receive rental assistance (RA)
— Average property age approximately 30 years

- LT R &
COI'II'IECtII'Ig CommUNIRIES --..-c-cc ov e reocnat resenve svaren



Mortgage Maturity

 Beginning in 2014, some properties began to have their
Section 515 loans mature.

— Between 50-100 properties’ loans will mature each year
through 2023.

e |ssue: Once RD’s loan naturally matures, RA benefits are no
longer available for the tenants in the property.

— The rural community loses critically needed affordable
housing for very low-income families.
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RD Actions to Retain Maturing
Affordable Rental Housing

e We cannot save vital rural rental housing on our own, as we

do not have the resources to do that. We need to work with
partners like you to do so.

e First step: Make the public aware of the potential loss of
affordable housing.

— In 2016, RD developed and published a Multi-Family
Housing Property Preservation Tool showing loan maturity

dates for all Section 515 properties and Section 514 farm
labor properties.

— RD also engaged PolicyMap to include RD multifamily
properties on its mapping tool.
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Rural Development Actions

e The Property Preservation Tool was recently updated to show portfolio
status as of December 31, 2016.

e The Property Preservation Tool is available at:
http://public.tableau.com/views/USDARuralDevelopmentMulti-
FamilyHousing/Overview?:embed=y&:showVizHome=no&:display count=
y&:display static image=y&:bootstrapWhenNotified=true

* Next step: Incentivize property retention through transfers of ownership:

— Introduced a pilot program to incentivize non-profits to acquire
maturing mortgage properties from existing owners—enlists the help
of both for-profit and non-profit institutions in the bid to keep this
affordable housing

— Pilot program became effective March 1 and is open for two years.
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Rural Development Actions (continued)

* Incentivize existing owners by allowing owners interested in
retaining their property with RD to do so in one of two ways:

— Reamortize existing loan, extending term by as much as 20
years:

e Most reamortizations approved have been for shorter
periods to allow for the orderly transfer of the property.

— Defer existing loan for up to 20 years, possibly with
rehabilitation financing included

e Either method retains a Section 515 loan on the property,
keeping it eligible to receive RA.
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Tools to Preserve Housing

 Technology: RD’s Preliminary Assessment Tool:

— Designed for use by both buyers/sellers and RD to
underwrite property transfers

— Incorporates most industry standards
— Provides transactional transparency

— Capable of including multiple forms of financing, such as
tax credits and other financing

e Human capital: RD field staff and headquarters’ underwriting
experts
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USDA RHS PolicyMap Tools

Elizabeth Nash

Vice President of Data and Product Development
Philadelphia, Pennsylvania
elizabeth.nash@policymap.com
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USDA RHS PolicyMap Tool Objectives

e Understand market conditions and context for USDA
multifamily housing (MFH):

— Track demographic and income shifts
— Visualize USDA MFH with affordable housing need
e Assess future USDA MFH loss




Understanding USDA MFH
Market Conditions and Context

e Integrated USDA MFH data with PolicyMap’s public and
proprietary data:

— Maps
— Community profiles
— To identify MFH intervention opportunities
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Map: USDA MFH and Persistent Poverty
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Map: USDA MFH Property 30-Mile Radius
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Community Profile: 30-Mile Radius
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Assessing Future Loss of USDA MFH

PolicyMap Exiting Properties Report
to quantify impact of MFH.loss
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USDA MFH Exiting Properties
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USDA MFH Exiting Properties Report

USDA RD Multifamily Housing Projects and Units Other Subsidized Housing Projects
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USDA RD Multifamily Housing Units by Property Exit Date in Massachusetts
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USDA MFH Exiting
Properties Report (continued)

Renters and Cost-Burdened Renters

Number of Households Percent of Households Percent of Households (Massachusetts)
Renters 67813 38.3% 3T9%
Owners 109.087 61.7% 62.1%
Total 176500 MiA A
Renters and Cost-Burdened Renters in Hampden Renters and Cost-Burdened Renters in Massachusetts
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USDA RHS PolicyMap Tools

Elizabeth Nash
elizabeth.nash@policymap.com




Preserving Affordable Rental Housing in

Rural Minnesota

Rick Goodemann

Chief Executive Officer
Southwest Minnesota Housing Partnership

rickg@swmhp.org
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SWMHP

e Established in 1992 to address growing housing
needs within 14 counties of Southwest Minnesota

* Now serves over 30 counties in Minnesota and has
expanded to lowa

 Mission of creating thriving places to live, grow, and
work through partnerships with communities

e Listen to community needs and seize opportunities
with the big picture in mind
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Affordable Housing Preservation

« SWMHP acquires and rehabilitates properties at risk of losing federal
rental subsidies or converting to market rate through sale.

— Preserve the structure as quality housing
— Preserve the federal rental supports for residents
« SWMHP’s impact:
— 1,653 multifamily units owned
in 27 communities

— 29 properties developed for

other owners
— 1,880 multifamily units
receive rehabilitation assistance
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SWMHP Rural Development
Section 515 Preservation

e SWMHP owns six Section 515 properties consisting of 343 units.
— Properties range in size from 12 to 131 units.
e SWMHP began Section 515 acquisitions in 2003.
* Five out of six are single-asset transactions.
— One is a five-property transaction.
 There are no typical transactions:
— Transfers with state rehab funding
— RD Multifamily Preservation Pilot (MPR)
— LIHTCs
— Section 515 debt deferral
— Allocation of recaptured RA
e Administer Minnesota rental rehab funds:

— Ten loans to Section 515 properties — 216 units/$3.1 million — since
2012
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* 98 units —100% RA
e 3 buildings — 1 senior/2 family
* Good condition:
— Owner wanted to exit
e Sales price set at market value:
— Owner donated portion of value
» Total development cost: 55,566,307

Nimens-Espegard Apartments
Crookston, Minnesota

* Financing structure:

Section 515 assumption/reset — 1%, 30-year, $203,101

Section 515 owner equity loan — 1%, 30-year, $1,525,885

RD Preservation Revolving Loan Fund — 2%, 30-year, $1,500,000
Housing finance agency — $1,987,321

CD block grant — $350,000
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Nobles Square Apartments
Worthington, Minnesota

o Zn SO G

* 48 units —100% RA

* Two buildings — family

* Moderate condition: $47,000/unit
* Sales price set at market value A
e Total development cost: $4,595,393

* Financing structure:

Section 515 transfer — 1%, 30-year, $445,961

LIHTC 9% equity — $0.82/S1, $2,419,488

SWMHP — deferred fee/deferred loan — 8%/30-year, $359,318

Housing finance agency — 0%, $567,506

Community development block grant — 0.25%/30-year, $350,000

Greater Minnesota Housing Fund (CD Financial Institution) — 0%, $408,000
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e Portfolio transaction:

SWMHP Rural Development
Section 515 Preservation Pipeline

22 properties, 421 units (Minnesota)
Partner substitutions with rehab:

* 9 properties, 106 units

9% LIHTC — MPR — Section 538:

* 2 properties, 48 units

Bond/4% — MPR — housing finance agency soft debt:

e Section 538 — 11 properties, 267 units

360 project-based assistance units

Sales prices negotiated set at restricted or market valuation
Partner interest value set at $1.00

SWMHP rejected 4 properties in the portfolio.

e Tax credit allocation and soft funding committed for portfolio in October 2016

* New application being prepared for a 56-unit property in June 2017
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Questions?
You have two options to ask questions today:

1. Email us at:

2. Type your question into the chat box of the webinar
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Wrap Up/Closing

Thank you to today’s presenters and to all participants for
joining this session.

Next steps:

e All session materials are available on our website and in the next few days,
we will be posting an audio file of today’s session.

e |f you have topical suggestions for future sessions, or any questions about
this program, please feel free to contact us at communities@stls.frb.org.

e Information about future sessions will be posted on our website along with
archived materials from past sessions:
www.stlouisfed.org/connectingcommunities/
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Related Resources

Federal Reserve community development resources promoting
people, place, policy and practice, and small business

"".'. > FedCommunities.org

* |n connection with this session, you can find a variety
of additional resources on this topic, available at
www.fedcommunities.org.

e |t provides an array of practical resources to help you in
your role as a CD professional, whether your work
involves supporting people, places, the policy and
practice of CD, or small business development.
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