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Wake County Preservation Fund

Board of Commissioners Update
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Acquisition/preservation funds, paired with a preservation warning
system, are tools to prioritize location and preserve existing stock.

Highest-Priority Tools Identified in Wake County’s Affordable Housing Plan

ADDITIONAL PUBLIC
LAND USE POLICY LEVERAGED PROGRAMS

RESOURCES
Enhanced County Rental New Local Funding
County & Municipal Production (AHDP) Sources for Affordable
Land Use Policy Rt P Housing
Preservation Fund
u Public Land Disposition
Warning System Requirements

L

L)

t

Encourage/Guide Increase Production Provide Funding to
Development Prioritize Location Support Development
Preserve Existing

Complete
Ongoing



The Need for Preservation



Preservation Need | Subsidized housing units in the Wake County market are at

nisk of losing affordabilty.
Upcoming Subsidized Unit Expiration 3,200 units atgreatest riskof
Wiake County, 2019 - 2030 expiring over the next 10 years

1,200 ® LowerRisk Units ™ At-RiskUnits (Year30) ™ At-RiskUnits (Year 15)

1,000
800
600

400
0

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Sources: NHPD, HR&A Advisors.
Note: Based on expiring for-profit and profit motivated expiring subsidy in census tracts with median rent income greater than $900/mo




Preservation Need | The WakeCounty market is rapidly losing market rate
units rented at affordable prices.

Loss of Affordable Rental Units - Since 2010 Wake County haslost |

Wake County; 2010 and 2019 . 59% of it'sstockof rental units priced |

. below$750 amonth and lost 40%

Loss of 30,000 units m 2010 = 2019 Ofunltsprlcedbelow$1,000

-2,600 -18,500 -10,100 +23,200 +42,200
units units units units units
60,000
35% lost 66% lost 24% lost
50,000
40,000
30000
20000
10,000
0 B o

Lessthan $500 $500-$750 $750-$1,000

$1250+

Source: ACS 5-Year 2010, 2019 Estimates



Preservation Need | COVID-19has exacerbated the problem.

» There are approximately 140,000 renter
households in Wake County.

» 60,000 — 80,000 total Wake households were
ikely to have at least one unemployed worker
by end of 2020

* 17,000 —-22,000 or 67% of renter households
with at least one unemployed worker as of Fall
2020 are below 80% AMI.

Sources: Congressional Budget Office, ACS PUMS 2014-2018, St. Louis Fed
Note: Distribution of households by AMlare based on pre-COVID household income levels.

Projected Unemployed Renter
Households by AMI

0-30% 100% +
21% 21%
25K - 33K
total renter HHs
31-50% with at least 1 81-100%
21%, unemployed 12%

worker

e,

51-60% 16%
9%



Preservation Need | Displacementocaurswhen prices rapidly inaease,

Forest Hills in Garner, NC

e Units: 136

e 2020 Rent $920 for 1-bedroom; $1,057 for 2-bedroom.

 Property is 1067 acres.

o Seller: Eller Capital Partners (for-profit).

 In 2017, previous owner gaveall residents 30-days to vacateand stopped accepting
housing-assistance payments. Over three years, this owner doubled their investment.

2020

Sold for
$15.8M

2017

Purchased for
($7.65M)




Recap Fund “Products”



Wake Countyis primed for a preservation fund.

Wake County
continuesto lose
existing affordable

housing units

Local developer
capacity has
Increased

City of Raleigh has
$4M earmarked for
property acquisition

Fund administrator
interestis high




Fund Capitalization| The capitalis managed bythe Fund Administrator, critena for
lending is established in partnershipwith County

Wake + A,
Partners Ce]

- Wake County provides
initial grant capital to
Fund Admin




Fund Capitalization| The capitalis managed bythe Fund Administrator, critena for
lending is established in partnershipwith County

Wake +
Partners

I/ Wake County provides
initial grant capital to
Fund Admin

Bridge to
LIHTC Fund

* | Admin Leverage Wake's

capitalto increase
capital from Partners

[ o o

'NOAH - Naturally Occurrlng
' Affordable Housing

'LIHTC - Low-Income
Housing Tax Credits



Fund Capitalization| The capitalis managed bythe Fund Administrator, critena for
lending is established in partnershipwith County

“E\

Other Mission
Based Lenders

o
Bridge to P/

Philanthropic
Partners

Wake +
Partners

Administrator

Municipalities

LIHTC Fund
I/ Wake County provides 2. Admin Leverage Wake's 3. | Mission based partners
initial grant capital to capitalto increase contribute low interest
Fund Admin capital from Partners fundingat3 to 1 ratio




Housing funds are designed to leverage philanthropic and private

financing to maximize impact.
Example Capital Stack

Different fund partners fit in different places in the Source &

capital stack for a housing fund. The primary Amounts

considerations when evaluating different funding

sources are — 1) repayment requirements; 2) interest

rates; 3) term; 4) requlatory requirements. Banks Allocation

Below-Market _|

Funder Types Loans

* Municipalities: grants for fund and takeout CDFI’s and
financing Administrators

* Foundations: grants and Program Related Foundations and
Investments (PRI) PRI B Large Employers

« Large Employers and Institutions: grants and PRI Local

« CDFls: below market debt Grants  — Municipalities

* Banks & financial institutions: CRA, or regulatory, Wake County
motivated debt

Source: HR&A Advisors



Fund Products| Two Fund Structures

Bridge to LIHTC NOAH
Preservation Preservation
Purchase subsidized housing and use Purchase and preserve affordability in

non-subsidized housing




Bridge to LIHTC Preservation| The fundsrevolve— repayment allows new
loans from the same fund.

Developer identifies
preservation
opportunity




Bridge to LIHTC Preservation| The fundsrevolve— repayment allows new

P Developer

loans from the same fund.

Fund revolves;
developer pays
back Fund loan

New Bridge to
LIHTC Fund

Developer identifies 2. Developer purchases
preservation building with loan
opportunity from new Fund




Bridge to LIHTC Preservation| The fundsrevolve— repayment allows new

P Developer \ﬁ\
Permanent Financing

loans from the same fund.

Developer identifies
preservation
opportunity

A

Fund revolves;
developer pays
back Fundloan

New Bridge to
LIHTC Fund

2. Developer purchases
building with loan
from new Fund

First
Mortgage

+

Wake
AHDP +

Partners

Developer securesfirst
mortgage, receives UHTC
and additional permanent
subsidy.




NOAH Preservation | In contrast to the UIHTCbndge product, NOAH Preservation
does not require several layers of other financing and does not revolve.

Developer identifies
preservation
opportunity




NOAH Preservation | In contrast to the UIHTCbndge product, NOAH Preservation
does not require several layers of other financing and does not revolve.

Developer identifies
preservation
opportunity

\

A

Building held by
developer and remains
affordable for 10-15 years

New NOAH
Fund

2. Developer purchases building with
funds from NOAH Preservation
Fund and First Mortgage




Funding Efficiency & Next Steps



Public Funding Efficiency | Bothpreservationproductssupport affordability
at a relatively low cost to Wake County.

Bridge to LIHTC NOAH
PreservationFund Preservation Fund
Fund private leverage 3 pnvate : 1 Wake 3 private : 1 Wake
Public $/unit supported $14,700 $12,500
Impact Timeline Immediate Immediate

Note: AHDP and Local Gap Financing are from 2017-2020 and includes contributions from municipalities which act
as gap financing. These investments often support deeper affordability than a preservation fund would support.



Wake County’s
Leaking Affordable
Housing Bucket

Affordable
Housing
Loss of Development
Affordability Program
through Sales &
Redevelopment;
Acquisition &
Preservation
of Housing
Affordability
Without a With a

Preservation Fund Preservation Fund



Timeline

1
iWe are here}

Fund Structure . Re\new RFP
and Szing | Confirm - Responses
Analysis ‘ Commitment Select
Administrator
Revisit Fund from Responses
Structure .
Recommendations lssue RFP Target first

loan Q1 2022



Questions?
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