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Affordable Housing:
Strategies and Tools for Local Governments
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Agenda

* Private Affordable Housing: Terminology and Finance
*Strategic Approaches to Private Affordable Housing
*Overview of Local Government Legal Authority
*Tools for Local Governments

*Q&A
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Private Affordable Housing:
Terminology and Finance

What is meant by “affordable housing?”
Who is served?
The Math Problem

m ‘ SEUOOL OF GOVERNMENT

What is affordable housing?

senior

affordable
Jsubsidized 8
>

S
S
<
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Affordable housing is either...

Restricted by income NOT restricted by income

* Funding source or contract * “Naturally occurring affordable

imposes restrictions: housing” (NOAH) due to
* Income eligibility * Quality
* Affordability * Location
* Transfer controls * No contract for price/rent
* Owned and managed by: control so could lose

» Government (public housing) affordability
* Private owner (LIHTC)

@ ‘ SEUOOL OF GOVERNMENT

Affordable means not “cost burdened”

* Cost burdened: Spend over

30% gross income on housin . )
°8 g Housing costs in federal data:

* Severe: More than 50%  Renters: rent plus utilities

* Owners: mortgage, utilities,
HOA, insurance, and tax.

What costs are not
included in federal data?

mulligan@sog.unc.edu
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Percent of owners cost burdened

o UNC

Percent of renters cost burdened

mulligan@sog.unc.edu
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Availability

Different types of
housing for different
household sizes?

Housing cost not the only factor

B 1
Adequacy

Age and quality of
housing stock?

Are there sufficient
options for persons

who are older or

NC Housing Coalition
Davidson County Profile

disabled?
‘-;g.:-."ll 3 of Davidson County are
g"&“%"z}.‘:‘—' 2 3 % cost-burdened.
L\
14,960 households

(0] H —
Who is 100% Area Median Income (AMI) = $62,426
served by LIHTC and HOME serve 60% AMI = $37,456
affordable
housing?

Families that spend more than 30% are considered cost-burdened, more than 50%, are considered severely cost-burdened.

Average Annual Salaries

® Pay

Teacher Childcare  Firefighter

$51,100 $28,390 $33,450

mulligan@sog.unc.edu

Local Govt Tools and Strategies



2/27/2025

Household size nuance for Area Median Income (AMI)
New teacher making 540,000 annually
1 Person 2 Person 3 Person 4 Person
Household Household Household Household
x;%‘izrztw)wme 42,600 54,800 60,850
Low Income
(60% AMI) |
{;Bw;\v“',nc)me 26,650 30,450
Extremely Low-
Income 16,000 18,300 20,600 22,850
(30% AMI)

Federal grant programs: Who is served?

Federal Program AMI Served

National Housing Trust | primarily 30%
Fund (HTF) max 50%

Home Investment
Partnerships Program
(HOME)

primarily 60%
max 80%

USDA 504 Home Repair

[o)
Grant max 30%

mulligan@sog.unc.edu
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the math problem

21 SR

These programs attempt to address ...

Homeownership Math

Demand-Side

Maximum payment for

low-income family of 4 $1,100
(mortgage, insurance, tax)
Potential mortgage $145,000
Down payment $4,000
Maximum can afford $149,000

Supply-Side

o m?
4},000

Land NS

Construction  $220,000
Profit 20% $48,000
TOTAL $288,000

mulligan@sog.unc.edu
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Alternate equity
sources required
to fill gap on
affordable units

Monthly Rent

Cash Flow After Debt Service

Math Problem for Multifamily Rental

60-Unit development costs $13M

Gap

$650

$45,000

Market Rate
equity based

on potential
financial
returns
$1,500
$190,000 !

80,000
70,000
60,000
50,000
40,000

30,000

Private developers of rent-restricted housing turn
to LIHTC (Low Income Housing Tax Credit)

90,000 Total number of affordable units subsidized by program in North Carolina
Section 8
20,000 / Public Housing
1o /_,_/ — USDA
0 - HOME

1950
1953
1956
1959

22
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1962
1965
1968
1971
1974

1977
1980
1983
1986
1989
1992

1995
1998
2001
2004
2007
2010
2013
2016
2019
2022

Source: National Housing Preservation Database

mulligan@sog.unc.edu
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NCHFA Qualified Allocation Plan (QAP)

9% LIHTC requires PERFECT score:
* Proximity of amenities
* Neighborhood Characteristics
* Bus/Transit nearby
* Absence of incompatible uses
* landfill
* wastewater treatment
* adult entertainment
* active railroad tracks
* electricity substation

* Visibility

LIHTC does more than just fill a gap:
Investors and NCHFA monitor for 30 years

mulligan@sog.unc.edu
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So what can local governments do?
(legally)

Set strategic priorities
Legal authority and tools

m ‘ SEUOOL OF GOVERNMENT

Affordable Housing Approaches
Housing
Preservation
Rehab for Eligible ‘ Rehab of
Homeowners Affordable Rentals
Wealth — Ongoing
Building Affordability
New New
Affordable Homeownership Affordable Rental
Units ' Units
Housing
Production

mulligan@sog.unc.edu
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NC Constitution: Who may be aided?

* Housing for “low income” or “poor”
* No donations to developers or nonprofits

* Serves a public purpose:
* “only when ... decent residential housing is not
otherwise available”

* Moderate income “with same purpose in mind” as
aiding low income (moderate income is add-on)

SEWOL OF GOVERNMENT

* because “private enterprise is unable to meet the need”

NC Statutes reflect the constitutional rule

Wests Wests Wests

Vest's

North | North  Nort hzorth
Carolina | Carolina Carolina | Carolina

Gener:
Statute:

NC Low

60% AMI
Income

households.

This is who local governments can aid.
Funding must flow to these eligible

Can also aid these households in the
same program if need is shown.

mulligan@sog.unc.edu
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All “LMI” (or 20% low income), No Funds Diverted,

Referendum by Counties

Wests Wests Wiests

)

North | North North | Nortl
Carolina | Carolina Carolina | Carolina

NC Low

60% AMI
Income

RSN

SEMBOL OF GOVERNMENT

Flowchart to Determine Statutory Authority for Engaging in Housing Projects

START HERE

Evid ey

pr
to meet the need for LMI?

Not authorized

I Il unit:

for LMI (80% AMI and below)?

@

No financing provided (no grants, loans,
or other financial assistance)?

e At leat 20% reserved for
| low-income (60% AMI No Notauthorized

or below)?

‘ Must exercise housing authority
powers under G.S. Chapter 157, and
«counties hold referendum to expend
state or local tax revenue, unless
one of these alternatives applies:
1. FMV lease under G.S. 160A-278
2. Housing rehab under
G.S. 160D-1311 by city or by county
meeting G.5. 153A-149(c)(153)
population

PROVIDE
FINANCING

No subsidy (all transactions occur at FMV,
including conveyance), or owned by
government?

PROVIDE
SUBSIDY

GOVERNMENT
OWNED ORNO
SUBSIDY

Rely on G.S. 160D- f d d to:

- Acquire property

= Construct LMI housing

« Convey directly to LMI or to intermediary to “be developed” for LMI

C. Tyler Mulligan, Community Development, Revitalization, and Affordable Housing (Ch. 26),
County and Municipal Government (UNC School of Government 2025).

All “LMI” (or 20% low income), No Funds Diverted,

Referendum by Counties

Property
Conveyance
relative to
FMV

Vsts Wests Vests
North | North  North
Carolina | Carolina Carolina

G

Private Sale/Lease of Real Property at or above Fair Market Value (FMV)

Exercising powers of

Household (HH) income Lease in capacity Salein capacityas  housing authority per
elegibility restrictions imposed as city or county city or county G.5.160D-1311(b)
{All units for LM only . . . s
1no HH over 80% AMI served) G.5. 160A-278 G.5. 160D-1316(3) G.5.157-3(12), 157-9'
HHHs above 80% AMI served.

|At least 20% of units reserved for G.5. 160A-278 No statutory authority G.5.157-3(12), 157-9*

(50% AMI or below

HHHs above 80% AMI served.
Less than 20% of units set aside for
(50% AMI or below

No statutory authority or supporting constitutional case law

[Compliance period

unless sold to eligible HH) Entire lease tem

Perpetual & reverter Perpetual & reverter

Yellow indicates

counties if property acqy with st local

Private Sale/Lease of Real Property below FMV (Subsidy Flows to Eligible HHs)

60% AMI ;eslric!ionsaTnlﬁ;wd

Income

Acting in capacity Exercising powers of housing authority
as city or county per G.5. 160D-1311(b)

|All units for LMI only No statutory .

(na HH over 80% AMI served) authority CEUSZ202157.

[HHs above 80% AMI served. At least 20% No statutory . on

lof units reserved for 60% AMI or below authority OSSR

[HHs above 80% AMI served. Less than 20%
lof units set aside for 60% AMI or below

No statutory authority or supporting constitutional case law

[Compliance period
(unless sold to eligible HH)

Perpetual & reverter. PLUS, if rental, 20% of units

egzitiiisd] set aside for 60% AMI for 15 years. G.5. 157-9.4

"Yellow di

@ | UNC

SEHOOL OF GOVERNMENT

C. Tyler Mulligan, Community Development, Revitalization, and Affordable Housing (Ch. 26),
County and Municipal Government (UNC School of Government 2025).

mulligan@sog.unc.edu
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More on NC legal authority

Affordable Housing Flowchart: Start Here

M-l NC Low 60%
ST Income AMI

Blog posts at ced.sog.unc.edu

Local government tools
depend on strategic focus

SEHOOL OF GOVERNMENT

mulligan@sog.unc.edu
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Rehab for Eligible
Homeowners

Wealth

Affordable Housing Approaches

Housing
Preservation

‘ Rehab of
Affordable Rentals

Building

New
Affordable Homeownership
Units

i RO/ O

Ongoing
Affordability
New
Affordable Rental
' Units
Housing
Production

Rehab for Eligible Homeowners

Carrots and....

Carrots for low-income units:

* Weatherization and energy
efficiency

* Rehab and repair programs

* Foreclosure prevention
programs

* See NCHFA for resources

(1 10 EEE

Affordable Housing Approaches

Code Enforcement

* Follow through with repair actions,
especially vacant units to avoid
displacement

* Foreclose (and bid in priority areas)

* Convey to nonprofit or land trust with
affordability restrictions

Wealth

Housing
Preservation

|

Building

mulligan@sog.unc.edu
Local Govt Tools and Strategies
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Code Enforcement Resources

Housing Codes for
Repair and Maintenance

Community and Economic Development
in North Carolina and Beyond

i

How a North Carolina Local Government Can
Operate a Land Bank for Redevelopment

Affordable Housing Approaches

New Affordable Homeownership Units Wealth
Building

Demand-side (households)  Supply-side (developers)

* Credit repair * Construct and convey directly to '

« Down payment assistance eligible households Housing

* “Necessary” subsidy for private Production
units (land or financing)

* Conditional zoning and public-
owned infrastructure

* Community Land Trust

(1 10 EEE

mulligan@sog.unc.edu
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Hybrid Approach: Community Land Trust

« Community owns land S5 NN 2
- ‘@ OCLT U
* Household owns improvements ) 5 oomreowmnn  Community
Oy ‘,.vé- HOME TRUST
* 99-year ground lease ST
R @ L T T:;:‘lllﬂl

* Preservation and new construction

Affordable Housing Approaches

Rehab of Affordable Rentals

* |dentify expiring LIHTC

* Acquire or negotiate ROFR on
LIHTC or other housing rentals

* Carrots and code enforcement

for landlords
* Financing for repairs in exchange
for reserving units for LI

Housing
Preservation

Ongoing
Affordability

miuncy.....

mulligan@sog.unc.edu
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I\ffordable Housing Approaches

Ongoing
Affordability

New Affordable Rental Units

Demand-side (households) Supply-side (developers)

' * Rental subsidy for low- * Use public land for LMI housing
Housing income households only

* “Necessary” subsidy for private
Production (up to 60% AMI)

units (land or financing)

* Conditional zoning and public-
owned infrastructure

SEMOL OF GOVERNMENT

Wait for developers ... or be proactive?

* Development program includes:
* 305 affordable rentals (30%-80% AMI)
* 248 market rate rentals
* Parking for public employees
* Pre-K
* 4% LIHTC (intentionally not 9%)

* Public participation for affordable
units
* Parking
* Loan
* Ground lease of property at nominal cost

* Legal complexity

SEWOOL OF GOVERNMENT

mulligan@sog.unc.edu
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Agenda

* Private Affordable Housing: Terminology and
Finance

*Strategic Approaches to Private Affordable Housing
* Overview of Local Government Legal Authority

* Tools for Local Governments
*Q&A

m ‘ SEUOOL OF GOVERNMENT

Questions and Comments

Tyler Mulligan
UNC School of Government
CB#3330, Knapp-Sanders Bldg.
Chapel Hill, NC 27599-3330
919-962-0987
mulligan@sog.unc.edu

mulligan@sog.unc.edu
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