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Assessing the status of the tax credit
equity market in 2024 and beyond
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Agenda

1. General Market Overview
2. Recent Trends

3. What to Watch
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General Market Overview

Equity Market Overview — how did we get here

1. Investor Motivations in LIHTC
2. Types of Funds

3. Historical Perspective

/ Growth of the equity market
/ Yield/performance
/  Foreclosure




WHO WE ARE

« CohnReznick LLP is a leading advisory, assurance and tax firm in the U.S. with one of
the largest and most experienced tax credit practices in the country.

« Tax Credit Investment Services (“TCIS”) is a dedicated business unit within
CohnReznick that provides strategic advisory and due diligence services to help clients
make informed decisions on acquiring and managing tax-advantaged investments.

« TCIS is well-regarded in the industry for:
— Having authored 3,000+ investment due diligence reports for tax credit investors;

— Having authored numerous affordable housing industry studies and spoken frequently at
industry conferences and events;

— Being sought after by the bank regulators and GAO to provide industry data and insights;

— Publishing housing tax credit equity market trends on a bi-monthly basis in the 7ax Credit
Advisor magazine.



EQUITY MARKET
OVERVIEW




HOUSING TAX CREDIT BASICS

= The Low-Income Housing Tax Credit is one of the few major federal investment tax
35+ Year History credit programs; was authorized in 1986 and made permanent in 1993.

» Having been the most important program for creating and rehabilitating affordable
Most Successful AH housing in the US, the housing tax credit program finances the construction or
Production Program rehabilitation of more than 75,000 affordable housing units every year.

» The IRS sets rules through IRC Section 42, while administration of the program
resides with the state credit allocating agencies. Many states also have their own
state housing credit programs.

= Credits are delivered over ten years to the equity owner of housing tax credit

10-15 Year Hold projects, with a 15-year holding period for compliance reasons; early exits are

possible.
Complimentary » |n addition to housing tax credits, there are many federal and state rental
Programs assistance, and subsidized loan programs available to support the production of

affordable housing.




INVESTOR MOTIVATIONS
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risk-adjusted
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HOW DO INVESTORS CHOOSE INVESTMENT
VEHICLES?

Direct investment - Investor owns a 99% LP interest in an operating partnership with the developer as GP and
no third-party intermediary. A few large investors have full time staff to underwrite & asset manage such
investments. This option would be difficult to execute otherwise.

Fund investment - Investors acquire LP interests in an investment fund organized by a syndicator/Fund GP.
The syndicator finds and underwrites investments in a series of operating partnerships

= Multi-investor Funds - typically 5-10 corporate LP’s, investors can typically review about 70% of the
fund’s property investments before committing

= Single Investor (Proprietary) Funds - same idea with an experienced investor keeping more control
e.g. veto rights on property selection



THE HOUSING CREDIT EQUITY MARKET

* CohnReznick’s annual survey of
all syndicators and direct Annual Equity Volume: Syndicated vs. Direct
investors, concluded that 5258
approximately $26.2 billion of

$8.08B
M . . $20B $6.57B
investor equity was closed in $6.788
$4.69B $5.12B
2023. $15 B wovn .., S8
$4.00B :
. . $10B
*  The total volume is a 7% increase e
from the 2022 su rveyed amount. $58  gosop  $1085B  $1072B  $11.53B '
$0B

° 69% was synd icated a nd 31% 2015 2016 2017 2018 2019 2020 2021 2022 2023
. . B Syndicated Volume Direct Volume
was directly invested. "
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c “ n n ENT F“ N n 0 FFER I N ﬂ s Current NATIONAL Multi-Investor Funds

Estimated  After-Tax :
Fund Size  Cash Meeds 'oiCopaly  Targel

{millions) IRR Frice  Chsing
Boston Financial 5074 - Juns
Boston Financial ITC &0 173 TED 30,05 2024
CREA = ar June
T l Fund 107 {Spring 24 NF) §250  45%-74% THD 2024
O p VO u I I l e Enterprise _ September
d . t EELMF 2 5100 TED TED 2074
I SCO u n Enterprise June
(330 M ) t. EHF 44 5325 TED TED o024
+ I e rS Hunt ' July
Hunt Capital Fartners 51 $200 TED TED 024
range from _ Rt Capita m
o o Current REGIONAL Multi-Investor Funds R4 Housing Partnars XXl 5285 TED TED 2024
Estimated After-T .
7 o 40 /0 to 7 o 7 0 /0 S il Region Fand Size Cash Needs Net EQuity  Target Raymond James
CAHEC SE and September i
: ; ; : $150 TBD T8D REC Community Investments Juna
Community Equity Fund XXIX LP Mid-Atlantic 2024
L. . 1 Eau RBC Mational Fund - 33 173 TeD TED 2024
Cinnaire . = F0.80 - May
CRA tierin g IS a Cinnaire Fund for Housing 41 Mowest 3150 T80 sog7rs 2024 REC Community Investments . sp  October
CREA P— | RBC Mational Fund - 37 = 2024
H . §150 55%-7.5% TBO une
WI d e ra N ge fr0| n Fund 108 (Spring 24) States 2024 Rad Stone Equity Partners —_— 60 80 Junz
Merritt Calfomis  $150 TBD Tgp December Funa 171 i 2024
4 000/ = 5 500/ Fund 25 2024 - :
° 0 ° 0 Regions Affordable Housing 5175 TED TED Dctober
Midwest Housing Equity Group .. __ June Corporate Pariners Fund 20 . 2024
MG 2o Lo Midwest $200 TBD TED o
U35 Bank 5.75% - May
Raymond James Westem 5250 T  TBD  TED USE LIHTC Fund &7 3133 TE% TED 2024
Walker & Dunlop Affordable .
US Bank Cotober Eoui 4-4?}% - B0.81 - April
USE LIHTC Fund 88 Western %100 TEo T8 2024 quity 3186 7% 50.81 2024
ACTF 118
WHNC . . Ll WNC .  0.80- April
L Calif 100 B.25% 0.3 5 -75%
Y . Fund X Calfornia Series 21 alfoms 3 0BT anos Institutionsl Tax Credit Eund 58 2 e 50,93 2024




FUND IRR US. 10-YEAR TREASURY
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Housing Tax Credit Yield vs. 10-Year Treasury
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PHYSICAL OCCUPANCY

National Physical Occupancy Trend
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DEBT COVERAGE RATIO

Strong financial

performance trend National Debt Coverage Ratio Trend
sustained as evidenced 1.60 35%

by a national 1.50 30% _
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from 32% in 2008

Em M edian Debt Coverage Ratio == Debt Coverage Ratio Underperformance
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DEBT COVERAGE RATIO

15% of the national
housing tax credit
portfolio reported less

Debt Coverage Ratio Distribution
All Stabilized Properties - 2022

;22; than a 0.80 DCR (up
Soﬂoo,ij from 9% in 2020); and
40.0% 8.8% reported less than a
30.0% 0.50 DCR (up from 3.6%
20.0% in 2020).
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AHIC RISK RATING

Risk Rating Distribution 2022
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anEclos“nE RATE The cumulative foreclosure rate

of ranks tax credit

properties amongst the safest
real estate asset classes

Cumulative Foreclosure Rate
by property count
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Recent Trends

What are we seeing now?

1. Interest Rates
2. Credit Layering

3. Exit Options




Recent Trends

Adjusting to interest rate hikes

/ Closing timelines

/ Lower perm loans, tighter budgets

/ LP capital accounts taking losses faster

/ Swaps agreements

/ Have interest rates stabilized? Is this the new normal?




Recent Trends

Uptick in credit layering

/ 45L credits, state credits, solar
credits

/ Impact of state credits on pricing?

/ Changes to Energy Credits with
IRA

» Are boosters impacting deals?
 Third party sale of Credits?
* No longer reduce basis

Exit options

/ ROFRs, purchase options (post-
credit period and post-compliance
period) — how are higher interest
rates impacting?

/ Appraisals

/ EXxit Taxes — Is this a concern?
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What to Watch

So....where are we going?
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What to Watch

1. Changes to income standards

/ What AMI limits can/should look like
/ Income averaging standards

2. Cost of capital and rising ROR expectations
3. Fewer units with skyrocketing construction costs

4. Changes to the Investor Market — Are investors
getting more selective with their equity?

5. Expansion of the Investor pool/CRA changes?




Questions?

Nate Bernard Matt Barcello Rob Charest Maurice Coleman Michelle Foster

Tom Pereira
Nixon Peabody LLP CohnReznick LLP Boston Financial Bank of America National Association
Investment of State and Local ~ CREALLC
Moderator Management Equity Funds
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