June AM Subcommittee Agenda

¢ Member update on pressing matters/issues
¢ RIH -related issues to Preservation / Existing Portfolios, as we seem to be low in
the prioritization list
o ELI question
o Surplus Cash
o Capital Needs Mini-Grant Idea. Is it worth pursuing?

Mini-Grant Product for Capital Improvements of Existing Portfolios — draft / initial
thoughts

The current housing crisis is marked by severe and well-documented supply-side shortfalls,
which particularly impact low and very low-income families at high risk for homelessness.
Existing deed-restricted, affordable housing stock is an essential portion of the market that
addresses this population. We are proposing a small capital project grant product that will help
nonprofit developers and owners continue to sustain their portfolios to meet this need.

What?

o We are seeking a Mini-Grant product to address a range of capital-related building
issues in nonprofit owner Portfolios
o The grants can be used in conjunction with project reserves, other sources or as
stand alone funds for needed work
o The amounts are dependent on the source funding, but we are asking a $10,000
minimum. Proposed range for each award is -10k-50k
o This must be a grant because LIHTCs are not allowed to take on additional debt
o Grants should be allowed for use across the portfolio or to specific LPs (in the
case of LIHTC projects). They should be available for expenditures that would
deliver the greatest benefit to the greatest number of units and not face
restrictions that limit potential effectiveness
¢ Proposed names/ideas—
o Something that includes the idea of “lost deed restricted units” because supply is
dangerously short and any loss is devastating to low income families
o “Displacement Prevention” Grant
o Affordable Housing Stabilization Grant
o Preservation of Affordable Rental Units (PARU)

Why

e |tis essential to maintain existing affordable CDC-owned properties, which are part of RI
Housing’s state-wide portfolio

e Aging properties have a range of challenges that undermine resident satisfaction and
threaten the viability and sustainability of affordable units

e These challenges are often financial in nature due to revenue caps on deed-restricted
properties. The financial challenges confronting existing properties are, but not limited, to
the following:

o Low NOI which prevents properties from expensing needed work through the
operating budget,



O

O

Limited or underfunded project reserves which often have investor restrictions
that prevent or seriously limit use,
Parent organizations, “sponsors,” often do not have the available cash to
contribute to their properties for needed repairs/upgrades. Even if they did have
the cash, direct investments in properties can jeopardize organizational
sustainability. This Sophie’s Choice is one where all stakeholders potentially lose.
LIHTC properties have specific issues, including, but not limited to:
= Refinancing is only allowable after Y15 which does not allow for the timely
response to issues prior to the Y15,
= For projects in their second refinance or syndication period, the initial
refinancing capital improvement project is often under-funded, so the
resulting project was inadequate. Subsequently, the issues that could not
be addressed have progressively gotten worse as the properties have
aged,
» Refinancing itself often takes years and is very expensive and time
consuming for the parent org. Most RI projects are not refinancing until
Y17 or (much) later. So, the needed repairs in Y15 often cannot be
addressed until Y17 or (much) later

In addition to the existing financial challenges all deed-restricted properties face, the new
Nspire inspection framework is more stringent and has impactful consequences that will
make it more difficult and expensive for property managers and owners to maintain
compliance

The net result of the financial challenges to affordable portfolios include:
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A growing deferred maintenance backlog and incomplete best-practice
preventative maintenance measures. It is well documented that deferred
maintenance and the lack of preventative maintenance lead to much higher costs
and stunt Useful Life Expectancy of building systems,

Compliance-related citations that can jeopardize unit status,

Inability to acquire components/machinery/materials that will benefit an entire
portfolio due to the restricted nature of property reserves, and

An inability to install emergency life safety upgrades.

These challenges all threaten the sustainability of existing portfolios. We believe that
mini-grants can be effectively used by owners to target and overcome the greatest
challenges to our portfolios.

Ideally sourced from an annual allocation created by Rl Housing
Applied for on a rolling basis, which allows for timely use

RI Housing established clear, transparent criteria for eligibility

e}

Proposed - all deed-restricted rental units owned by nonprofit developers

RI Housing minimizes the requirements for application

O

Eligibility

Major project requirements, such as Phase 1s and surveys are not required



Proposed Eligibility Categories:
o Preventative Maintenance
= This category is for best-practice preventative maintenance work that will
extend or support the Useful Life Expectancy of system equipment, i.e.
boiler maintenance and heat exchanger flushing
o Compliance-Related Work
= |nspection findings may carry extreme consequences. For example, PBV
inspection findings of lead non-compliance
o Capital Improvements
= The category is for deferred capital improvements
o Emergency Life Safety Improvements
= This category is for recommended or needed life safety improvements
that the property cannot afford
o Deferred Maintenance
= This would allow property(ies) to address backlog of Deferred
Maintenance items
o Portfolio Strengthening uses
= This category would apply to expenses that would benefit the entire
portfolio. For instance, data or utility tracking platform set-
up/membership, or machinery that would deliver benefits across the
portfolio



