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Background 

 

 The Executive’s Recommended Capital Improvements Program (CIP) included $10 

million in expenditures in each of FY20 and FY21 to leverage non-county government funding 

to create an Affordable Housing Opportunity Fund for preservation and development of 

affordable housing.  The PHED Committee reviewed this proposal with DHCA at its February 

13, 2020 session.  The PHED Committee expected to return to further review this proposal in its 

Committee worksession on the Housing Initiative Fund.  However, because of the COVID-19 

emergency, the Council had to adopt a budget process that did not have Committee sessions and 

so there was not an opportunity for further discussions on the expected structure and guidelines 

for this fund. 

 

 Additionally, the Council’s final actions on the CIP reduced the amount of funding to $8 

million in FY21 and $6 million in FY22 because of the need to reduce the use of current revenue 

throughout the CIP.  Because the Committee and Council did not have time to better understand 

this proposal, the Council did not appropriate the FY21 funding.  A supplemental appropriation 

will be needed to give DHCA the authority to spend, but the source of funding is assumed in the 

expenditure schedule. 
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 The Approved PDF is attached at © 1, The excerpt from the February 13 staff report is 

attached at © 2-4.  The excerpt from the 2020 Housing Pipeline report that shows projects 

underway and under consideration for funding is attached at © 5-11. 

 

As the February excerpts says,  

 

• Project funds would be expected to support financing activity within 6 months of 

allocation. 

• Funds will be used to secure rental properties – right of first refusal other situations. 

• A portion of the units must serve incomes at or below MPDU eligibility. 

• Loans will be primarily short-term (up to 36 months). 

• Funds may be used for intermediate term agreements (up to 15-years). 

• Funds are expected to revolve.  

 

 

This session: 

 

 DHCA will provide an update with their current thinking and plans for this fund.  Chair 

Riemer would then like to return to this issue and the issue of funding preservation of affordable 

housing at an upcoming PHED Committee session at which time the Committee would make 

recommendations on this or any other potential financing options for the preservation of 

affordable housing. 

 

    



Affordable Housing Opportunity FundAffordable Housing Opportunity Fund
(P762101)(P762101)

 
Category Community Development and Housing Date Last Modified 05/18/20

SubCategory Housing (MCG) Administering Agency Housing & Community Affairs

Planning Area Countywide Status Planning Stage

  Total Thru FY19 Est FY20
Total

6 Years
FY 21 FY 22 FY 23 FY 24 FY 25 FY 26

Beyond
6 Years

EXPENDITURE SCHEDULE ($000s)

Land 14,000 - - 14,000 8,000 6,000 - - - - -

TOTAL EXPENDITURES 14,000 - - 14,000 8,000 6,000 - - - - -

FUNDING SCHEDULE ($000s)

Recordation Tax Premium (MCG) 14,000 - - 14,000 8,000 6,000 - - - - -

TOTAL FUNDING SOURCES 14,000 - - 14,000 8,000 6,000 - - - - -

APPROPRIATION AND EXPENDITURE DATA ($000s)

Appropriation FY 21 Request - Year First Appropriation

Appropriation FY 22 Request 6,000 Last FY's Cost Estimate -

Cumulative Appropriation -

Expenditure / Encumbrances -

Unencumbered Balance -

 PROJECT DESCRIPTION
This project provides funding to address the urgent challenge of preservation and development of affordable housing in areas at risk of rent escalation to higher market
rents, including the Purple Line Corridor and other County transit corridors. The funds will be used to provide seed money to establish a public-private preservation
fund to proactively attract investors and leverage additional public and private capital to preserve targeted affordable rental housing when opportunities arise. Project
funds would be expected to support financing activity within six months of allocation, based on time needed to identify partners, develop investment guidelines, and
document responsibilities. The funds will be used to secure rental properties offered to the County under the Right of First Refusal Law or otherwise available for
purchase by non-profit and for-profit developers. A portion of the units in these properties must serve households with incomes that are at or below incomes eligible
for the Moderately Priced Dwelling Unit (MPDU) program. Loan terms will primarily be short-term (up to 36 months) in duration, but funds may support
companion intermediate-term agreements (up to 15-year duration). Funds are expected to revolve based on refinancing or redevelopment financing.

PROJECT JUSTIFICATION
The County has a severe shortage of affordable housing and needs to maximize and leverage private investment in the preservation and creation of dedicated affordable
housing. The fund structure will establish predetermined underwriting parameters and qualifications for rapidly purchasing targeted properties. The fund structure
will allow time for implementing a range of longer-term actions addressing specific property opportunities, from rental agreements to redevelopment. The
expectation is that these funds will leverage approximately $4 for every $1 of County funding. Opportunities to purchase property utilizing the County's Right of
First Refusal could arise without advance notice and would not be planned in advance. Other targeted acquisitions would benefit from access to a dedicated source of
ready funding. Properties may be acquired by the County, the Housing Opportunities Commission, non-profit developers or other entities that agree to maintain
affordability, or develop/redevelop a property for affordable housing.

OTHER
Resale or control period restrictions to ensure long-term affordability should be a part of projects funded with these monies.

FISCAL NOTE
The FY21 appropriation is deferred until the Council has further discussion of permanent financing housing activities in the future. Future loan repayments are
expected and will be used to finance future housing activities in this project.

COORDINATION
Montgomery County Revenue Authority, Housing Opportunities Commission, non-profit housing providers, private sector developers, and financing institutions.
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Affordable Housing Units Needed: Now through 2030

• Today: There is a need for housing across the income spectrum. The need is 
most acute for those earning at or below 50% AMI (approximately 
$50,000).  Currently, there are 20,000 households at or below 50% AMI 
who are severely rent-burdened.

• By 2030: According to the COG study, Montgomery County is expected to 
serve an additional 20,000 households at or below 50% AMI.

• Between now and 2030: Montgomery County could lose an estimated 
7,000 – 11,000 affordable housing units if we fail to dedicate sufficient 
resources to preservation. 
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• The Affordable Housing Opportunity Fund (Fund) will support affordable 
housing developers to acquire and control properties in order to position them 
for long term affordability.

• The proposed $10 million County investment in FY21 would represent one-time 
funding that would create a dedicated fund of $40M - $50M (4:1 leverage). The 
funds are expected to revolve within a 3-year timeframe. 

• As a part of the FY21 budget process, the Council has programmed $8 million 
from County CIP but the money has not been appropriated to the Fund yet.

• The Fund will offer ready-to-go acquisition financing targeted to give a 
competitive advantage to affordable housing developers to help preserve 
housing units by implementing a long-term affordability strategy.

Affordable Housing Opportunity Fund
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• Fund is expected to be funded by Recordation Tax Premium 
(County CIP portion).

• Fund will support preservation of properties throughout the 
County, including along transit corridors such as the Purple 
Line.

• Fund does not impact the County’s debt capacity.

Affordable Housing Opportunity Fund (cont’d)
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Affordable Housing Opportunity Fund (cont’d)

• The Affordable Housing Opportunity Fund will provide a financing tool to 
affordable housing developers so they can compete with better capitalized 
investors.

• We can provide acquisition financing in HIF, on a case-by-case basis. However, 
this Fund provides ready to go capital with pre-determined eligibility and 
process. This Fund provides efficiency and readiness for acquisitions. 

• Generally speaking, the affordable housing developer needs 2-3 years to put 
together long-term financing. The Affordable Housing Opportunity Fund will 
provide short term loans, targeted up to 36 months, that will allow time for 
property stabilization and arranging long-term affordability financing.
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Affordable Housing Opportunity Fund (cont’d)

• These transactions will have an exit strategy, so that the funds can 
revolve over 3 years. 

• Project financing could be in a first lien or subordinate lien position. 
An example of a subordinate lien position:

• A $20 million property acquisition could obtain a $16 million (80% Loan-to-
Value) bank loan and use the Fund for the remaining $4 million (20%).

• The developer stabilizes the property and arranges long-term affordability 
financing and repays the acquisition loan. Long-term financing may include 
LIHTC, DHCA HIF, Federal Home Loan Bank, and other financing sources.  
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DHCA has validated the approach with Market Participants

• DHCA has met with leading CDFIs (Community Development Financial 
Institutions) who manage leveraged acquisition and preservation funds.

• Once the Council appropriates money to this fund, we expect to form the Fund 
in an approximately six-month time period, working with procurement and legal 
processes. 

• Fund would employ proven regional and national models, i.e., District of 
Columbia, Fairfax, Denver, Seattle, Bay Area, Boston, New York and Minneapolis.

• The successful implementation of Funds in these jurisdictions demonstrates the 
viability of providing ready capital for preservation of housing on a long-term 
basis.
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