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Small North Carolina Community has
Big Demand for Affordable Housing

MARK 0’MEARA, SENIOR WRITER, NOVOGRADAC & COMPANY LLP

The small town of Hendersonville, N.C.,

housing.

Flatiron Partners leveraged 9 percent low-income
housing tax credits (LIHTCs) for Cedar Terrace
Apartments, its recently completed 80-apartment
affordable housing development located on 11 acres.
That’s a significant amount of housing for a city that
is only 7 square miles and has 13,840 residents.

“There is a pent-up demand for affordable housing in
Hendersonville,” said Tami Fossum, executive direc-
tor of GEM Management, the property management
company in charge of Cedar Terrace Apartments.
GEM Management’s focus is affordable housing. It
manages 9,500 apartments across 250 properties in
seven states in the Southeast. “When the first build-
ing was completed, it was full the day it opened. Our
biggest challenge was getting residents moved in

fast enough.”

The development opened in October 2017 and is
already a success. As each building came online,
it was filled within a week, said Flatiron Partners
principal and owner Hollis Fitch, who added that

is getting a big boost in affordable

100 percent of the apartments were pre-leased

before construction was complete.

“Part of its appeal is that it is part of the Asheville
[Metropolitan Statistical Area], an exceedingly
strong market,” said Greg Mayo, vice president of
acquisitions at Community Affordable Housing
Equity Corporation (CAHEC), a nonprofit syndicator
in Raleigh, N.C. “If you prelease a project of this size,
that tells you about the need.”

“Hendersonville is a small community. It’s a bedroom
community to Asheville,” said Fitch. “Because it is a
bedroom community of Asheville, many low-income
families have been priced out of the market and
are paying higher rents than they can afford. This
80-unit project will only address a small amount
of the total demand for affordable housing in the

Hendersonville community.”

The property has a mix of two- and three-bedroom

apartments reserved for residents earning no more

continued on page 2
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continued from page 1

than 60 percent of the area median income (AMI), with
rents ranging from $600 to $772, based on household
size and household income. “All units are available at
60 percent AMI and below,” said Fitch. “As you target
lower income levels, you need other sources of funding

to account for that.”

The apartments have 9-foot ceilings, Energy Star-rated
appliances, washing machine and dryer hookups, a
porch or balcony, extra storage and walk-in closets in
each master bedroom. The development also has ample
communal amenities. Cedar Terrace Apartments has a
clubhouse with a fitness center, a computer lab and a
coin-operated laundry facility. The development also
has a leasing office on-site. Outside, the development

features a covered picnic

. Image: Courtesy of North
. Carolina Housing Finance
. Agency . playground and a gazebo for
. Flatiron Partners recently

. completed its 80-apartment
. affordable housing :
. development located on

* 11 acresin Hendersonville,

: N.C,, called Cedar Terrace

. Apartments.

area and charcoal grills, a

residents. The property is
adjacent to a shopping center.

Fitch said the mountainous terrain creates
development challenges in the region. He said that
before construction could begin, the development team

had to excavate a number of large boulders.

Financing

CAHEC was the syndicator for the 9 percent LIHTCs,
providing $6.3 million in equity. CAHEC put the tax
credits in a proprietary fund, with TD Bank as the
end investor. “A strong indicator that this would be a
successful development is that the occupancy rates of
the other tax credit properties in the immediate area
are effectively 100 percent,” said Mayo. “There is a
tremendous need and demand for affordable housing

in Hendersonville.”

Mayo said that CAHEC has a long-term relationship
with Flatiron Partners, which makes for a smooth
development. “We will continue to do transactions with
Flatiron,” said Mayo. “We have a structure in place to
follow. ... We have a good track record with the entire

development team.”

continued on page 3
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Development financing also included an $8 million
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construction loan from Branch Banking and Trust : Cedar Terrace Apartments =
- . : o

and a $4.5 III.IHIOII permanent loan from Prudential . FINANCING =)
Mortgage Capital. .+ $8 million construction loan from Branch Banking ﬁ
© and Trust -

“This is the fewest number of subsidies we have worked ~ : * $6.3 million in 9 percent low-income housing 8
with on a development in a long time,” said Fitch. “We tax credit equity from TD Bank, with Community 2]
were able to leverage the LIHTC to its maximum Afforldable Housing Equity Corporation as the gz’
benefit through conventional financing sources, which Syndlc?t(,)r . —
d , K lot of Kets in th ¢ b + $4.5 million permanent loan from Prudential p—]
oesn’t work in a lot of markets in the state of Nort Mortgage Capital <
Carolina.” $ ‘-:B
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This article first appeared in the January 2018 issue of the Novogradac Journal of Tax Credits.

© Novogradac & Company LLP 2018 - All Rights Reserved

Notice pursuant to IRS regulations: Any U.S. federal tax advice contained in this article is not intended to be used, and cannot
be used, by any taxpayer for the purpose of avoiding penalties under the Internal Revenue Code; nor is any such advice intended
to be used to support the promotion or marketing of a transaction. Any advice expressed in this article is limited to the federal
tax issues addressed in it. Additional issues may exist outside the limited scope of any advice provided — any such advice does
not consider or provide a conclusion with respect to any additional issues. Taxpayers contemplating undertaking a transaction

should seek advice based on their particular circumstances.

This editorial material is for informational purposes only and should not be construed otherwise. Advice and interpretation regarding
property compliance or any other material covered in this article can only be obtained from your tax advisor. For further information

VISit WWW.Novoco.com.
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