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April 28, 2016

Andrew Martin

Michigan State Housing Development Authority
P.O. Box 30044

Lansing, Michigan 48909

Re: Michigan Draft 2017 — 2018 Qualified Allocation Plan
Dear Mr. Martin,

The National Housing Trust (NHT) is a national nonprofit organization formed to preserve and revitalize
affordable homes to better the quality of life for the families and elderly who live there. NHT engages in
housing preservation through real estate development, lending and public policy. Over the past decade, NHT
and our affiliate, NHT-Enterprise Preservation Corporation, have preserved more than 25,000 affordable
apartments in all types of communities, leveraging more than $1 billion in financing.

We are committed to this work because saving affordable housing is the essential first step in addressing our
nation’s housing dilemma. We appreciate the opportunity to submit comments on Michigan’s draft 2017 —
2018 Qualified Allocation Plan (QAP). NHT fully acknowledges and appreciates the entire set of preservation
policies and programs established by the Michigan State Housing Development Authority (MSHDA). The
comments below refer directly and specifically to MSHDA’s proposed QAP as it relates to the Low-Income
Housing Tax Credit (Housing Credit) program.

In summary, we urge MSHDA to:

e  Maintain the preservation funding priority and points awarded to proposals involving
preservation;

° Ensure the availability of gap financing for 4% preservation projects;

e  Continue to balance the allocation of tax credits for areas of opportunity and the
preservation of existing housing;

e  Continue to support the energy efficiency of affordable housing.

Maintain the Preservation funding priority and points awarded to proposals involving preservation.
Michigan has an impressive track record regarding preservation efforts using Housing Credits. As Figure 1
indicates, in six of the past eight allocation periods, over 75% of the units receiving 9% credits were
preservation units. Preservation is integral to building and maintaining sustainable, economically vibrant and
healthy communities. MSHDA's Preservation Category funding priority and preservation points demonstrate
a strong commitment to preservation that helps meet the needs of Michigan’s elderly, disable, and low-
income households.



Figure 1.
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We especially support MSHDA'’s efforts to preserve housing for low-income individuals and families through
the priority funding category and points for preservation. The Trust encourages MSHDA to maintain these
incentives for preservation and rehabilitation of existing multifamily rental housing in the final 2017 -
2018 QAP.

At the same time, the Trust understands MSHDA’s desire to fund preservation projects with the non-
competitive 4% Housing Credit when feasible. We do, however, want to emphasize the importance of gap
funding availability, and are pleased that MSHDA currently makes approximately $18 million available to its
Rental Development division to be exclusively utilized in the Gap Financing Program. We urge MSHDA to
ensure the availability of these funds for preservation projects.

Balancing Incentives in Areas of Opportunity and Preservation. Some states are setting priorities for the
deployment of Housing Credits in areas previously underserved by affordable housing. The Trust supports a
balanced approach which calls upon states to ensure that such deployment does not inadvertently
disadvantage the allocation of Housing Credits for the preservation of affordable housing, wherever such
housing is located.

Indeed, as observed in HUD’s Final Affirmatively Furthering Fair Housing (AFFH) Rule: “A program
participant’s strategies and actions...may include various activities...including...Targeted investment in
neighborhood revitalization or stabilization; preservation or rehabilitation of existing affordable housing;
promoting greater housing choice within or outside of areas of concentrated poverty and greater access to
areas of high opportunity; and improving community assets such as quality schools, employment, and
transportation.”

MSHDA'’s draft 2017 - 2018 QAP takes important steps towards achieving this balance, offering incentives
for community targeting either in areas of opportunity through Place-Based Criteria, as well as preservation
in areas with ongoing community revitalization efforts. Balancing these incentives is especially important as
preservation of affordable housing can itself be an important generator of investment within a distressed
community:



e (Catalyzing investment and development in distressed neighborhoods serving racial minorities;

e Improving living conditions and enabling households who choose to stay in their neighborhoods to
do so;

e Maintaining and improving housing in gentrifying communities.

We were especially pleased to see that the points proposed for Neighborhood Investment Activity Areas
allows projects to earn points without the presence of a Neighborhood Revitalization Plan. We applaud
MSHDA for allowing projects in areas without revitalization plans to compete for equal points. We urge
MSHDA to continue to balance incentives for investing in areas of high opportunity and improving
affordable housing in existing communities in a way that makes sense for Michigan.

Green Incentives. We support the steps that MSHDA has already taken to increase the energy efficiency of
affordable housing in Michigan: requiring properties to meet MSHDA affordable green standards, and
awarding points for projects that achieve higher levels of certification or choose optional criteria within
nationally recognized green building standards. Increasing energy efficiency in affordable, multifamily
housing is a great investment — it delivers value to customers and the utility in the form of a more efficient
system, creates healthier living environments for residents, lowers residents’ utility bills, reduces owner
operating expenses, which can free-up capital for building improvements, and sustains affordable housing.
We also note for your consideration that NHT has partnered with the Natural Resources Defense Council
(NRDC) and others to create the Energy Efficiency for All initiative, the purpose of which is to increase the
amount and effectiveness of energy efficiency investments in affordable multifamily housing. We have had
the opportunity to review comments from NRDC, and we are supportive of their comments as related to
energy efficiency and clean energy.

Conclusion. As you consider these recommendations, you can explore how other states are approaching
each of these issues in their Qualified Allocation Plans by searching PrezCat (www.prezcat.org), an online

catalog of state and local affordable housing preservation policies. We would also be happy to work with
you to flesh out some of these ideas, and identify options that work best for the preservation of affordable
housing in Michigan.

It is important for housing choice that Michigan maintains a balanced allocation of Housing Credits.
Preservation helps sustain and revitalize existing communities. The National Housing Trust urges MSHDA to
continue its support for sustainable communities and the preservation of Michigan’s existing affordable
housing by retaining the priority offered to preservation projects and maintaining a balance between
preservation projects and projects in areas of opportunity in Michigan’s final 2017 — 2018 QAP.

Sincerely,
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Michael Bodaken

President



