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The 
Affordable 
Housing 
Crisis

Shortage of approximately 7 million affordable and available 
rental homes.

75% of extremely low-income households are severely 
housing-cost burdened (paying 50% or more of income on 
rent)

The average asking rent for a new property (built between 
June 2018 and June 2019) is $1,620. Only 32% of all 
renters could afford this.

Nationally, a worker must earn $24.90 to be able to afford a 
modest 2BR unit and not pay more than 30% of income on 
rent. The must earn wage is over $30 in CA, NY, NJ, and 
MA.  This compares to the federal minimum wage of $7.25.



Why is 
there not 
enough 
affordable 
housing?

Limited housing supply

NIMBY-ism

Insufficient financial motivation for developers

Too complex, too difficult

Loss due to demolition and deterioration (public housing)

Opting out of programs and expiring affordability restrictions

Rents increasing at a greater rate than wages

“Affordable” rents do not support continually rising construction costs

Not enough government support



Introduction 
to LIHTCs

Created under Tax Reform Act of 1986 and 
made permanent in 1993.

Dollar for dollar reduction in tax liability in 
exchange for providing equity to develop 
affordable rental housing.

Units must remain affordable (20% at 50% AMI, 
40% at 60% AMI, or income averaging at 60% 
AMI) for a certain period of time.

Between 1986 and 2019, the LIHTC program 
has financed 3.6MM units.



Market 
Rate vs. 
Affordable 
Differences

MIP Types and Sizing Parameters

Varying affordability metrics

Tranche loans

Fund flows and their importance



Fund Flows



LIHTC 
Underwriting

Underwriting to LIHTC parameters

Developer Fee

Different approaches to value and operating 
expenses

Eligible and ineligible basis

Installment schedules, yield, and funding gaps

Equity bridge loans



Important 
Affordable 
Underwriting 
Considerations

Timing

Understanding underwriting 
parameters of other sources of 
funds

Do not underestimate the 
complexity – but you can do it!



Timing



Affordable 
Case 
Study #1

221(d)(4) New Construction 
(Redevelopment)

9% LIHTC Equity

TPV to AHAP to HAP

Ground Lease Structure

Partnership with Housing Authority



Affordable 
Case 
Study #2

9% LIHTC Equity

Federal Historic Tax Credit Equity

State Donation Tax Credits

FHLB AHP

Energy Grant

Seller Financing

Contributions/Grants

Project Based Vouchers

RAD Conversion



Advice for 
Emerging 
Underwriters

Mentorship

Industry Involvement

MBA Courses

Network

Ask Questions



Questions?
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