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AFFORDABLE HOUSING: A FOCUS ON PRESERVATION

he latest trend in affordable hous-

ing in the Midwest has been an
emphasis on the preservation of
existing properties as opposed to
ground-up development.

“Many states’ qualified allocation
plans are focusing on — instead of
paying for new construction, which
is very expensive — using their
resources to take existing projects
and provide the borrower with
financing resources to do a major
rehabilitation on the project,” says
Mark Wiedelman, president of St.
James Capital. “We're still seeing
some people try to do new construc-
tion, but I see more acquisition rehab
than new construction in the
Midwest.”

Another factor leading to the popu-
larity of preservation is the abun-
dance of older properties in the
Midwestern states.

“In some of the older cities in the
older states, like Michigan, Ohio and
lllinois, there is a lot of existing
affordable housing,” Wiedelman
says. “So, generally, the trend is to
find a way to preserve the property
and to keep it updated, as well as
keep it from converting from afford-
able to market-rate.”

The Department of Housing and
Urban Development (HUD) came up

with a program several years ago that
encourages the preservation of
affordable housing properties. If the
borrower agrees to keep the project
affordable and do a set amount of
rehabilitation, HUD will allow it to
keep the remaining interest reduction
payments, bringing the interest rates
down to 1 percent.

“Basically, if you agree to keep the
property affordable, HUD will con-
tinue paying you the subsidy on a
monthly basis, which should be used
to help you borrow more money to
do the necessary rehab,” he says.

Refinancing remains a popular
option as well. A lot of affordable
housing projects are getting older,
several with Section 8 contracts on
them, and until a few years ago there
was no way for these projects to be
refinanced and preserved, according
to Wiedelman.

“During the past couple of years,
HUD has come out with announce-
ments and policy memos that tried to
outline how you might be able to refi-
nance these properties,” he says. “A
lot of the interest rates on these jobs
are 8.5 and 9, and they are 20 to 25
years old. Because of the loan con-
stants (the total principal and interest
payment divided by the outstanding
principal), the rate is 14 to 15 on some

of the projects. We can literally refi-
nance these projects with today’s
interest rates and cut debt service by
30 percent to 50 percent.”

Another trend is the sale of afford-
able housing projects to limited part-
nerships.

“On a number of transactions,
these projects are actually sold to a
newly formed limited partnership,”
Wiedelman says. “Then, that limited
partnership combines new financing
with either 9 percent or 4 percent tax
credits to accomplish the same thing
to rehab the property.”

Because of the new HUD policies, it
is becoming easier to refinance and
rehabilitate existing affordable hous-
ing properties, and the availability of
funds is looking more positive every-
day.

“There’s plenty of investors and
there’s plenty of debt money avail-
able,” Wiedelman says. “And there’s
plenty of capital available. If any-
thing, there’s more capital today
chasing deals than I've seen in a long
time.”

— Lindsey Walker

www. heartlandrebusiness.com

Reprinted From Heartland Real Estate Business, June 2005 © 2005 France Publications, Inc.
Atlanta, GA (404) 832-8262. www.Heartland REBusiness.com





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile ()
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages false
  /ColorImageDownsampleType /Average
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Average
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Average
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


