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.- Examples from the City of Atlanta - “A Group Project”
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- Examples from the City of Atlanta - “A Group Project”
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.-+ Choice Neighborhood — Bowen Homes
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FitchRatings
Affordable Housing
Partnerships Through

a Ratings Lens

Aligned Mission,
Distinct Credit Frameworks

Teresa Galicia, Community Development
& Social Lending (CDSL)
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N Aligned Mission,
l Distinct Credit Features

Housing Finance Agencies (HFAs), Public Housintg Authorities (PHAs), and Affordable Housing Projects (AHPs) may share a mission, but their
ratings are not interchangeable due to fundamentally different underlying credit considerations.

Despite overlapping affordable housing missions and the use of common programmatic tools, including LIHTC, RAD (Restore-Rebuild), and
mlxed_imc%)met development, Fitch’s credit analysis varies materially based on the obligor entity, pledged revenue stream, and underlying
security structure.

HFAs & PHAs: Common Partnerships Structures

« Affordable housing transactions often feature HFAs, PHAs, and project-level entities in complementary but legally distinct roles—such as
bond issuer, subsidy provider, land contributor, owner, or guarantor.

* In RAD and LIHTC structures, operating subsidies and development financing are frequently layered but not co-obligated, requiring a focus
on the specific repayment source and contractual protections.

*  While operational and policy aIi?nment is common, ratings are assigned to the legally obligated entity and evaluated independently based
on cash flow strength, covenants, reserves, and structural protections.

v' Housing entities can combine financing, subsidy, land, and policy tools.
v' From a rating perspective, the analysis depends on who is obligated, what revenues repay debt, and what structural protections exist.
v' Arecurring theme in RAD and LIHTC transactions is that a partnership may be integrated operationally, while ratings remain distincq S

analytically. :
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. . Fitch framework: Aligned affordable housing
" * mission, different rating lenses

- HFAs:

- Fitch assigns an Issuer Default Rating (IDR) to each HFA, which informs issue-specific
ratings for securities backed by the HFA's general obligation (GO) or programmatic
support.

- Fitch focuses on Revenue Defensibility (e.g., loan performance and asset quality),
Operating Risk, and Financial Profile, with Asymmetric Risk Factors also considered.
*  PHAs:
- Fitch focuses on Revenue Defensibility, emphasizing pricing risk i.e. subsidy stability,
Operating Risk, Financial Profile, and government support expectations.
*  AHPs:

- The bond rating is based solely on project-level revenues, cash flows and structural
protections, and do not incorporate the credit quality of the parent or sponsor unless
explicitly pledged.

*The mission may be similar, but the rating approach depends on the credit
being rated.
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. . Aligned Mission, Distinct Credit Metrics

Project / Revenue Bond Backed by a
Low or Mixed-Income Property

HFA GO / Issuer Rating PHA Issuer Ratings / IDR

Rating focus: GO creditworthiness Rating focus: Stand-alone Credit Profile . .

. . Rating focus: Project cash flow and
/ (SCP) + GRE support analysis = Issuer Credit ledoed securit
issuer rating Profile/Issuer Default Rating pleds Y
Revenue lens: Asset quality / Revenue lens: Strong demand, but capped Revenue lens: Rent roll, occupancy,
loan performance / GO exposure pricing flexibility and government payor dependence AMI-restricted competitiveness, subsidy mix
Key metrics: Asset quality, DTE, Key metrics: EBITDA margin, operating Key metrics: NOI / cash flow, DSCR,
capital base, liquidity margin, net adjusted debt/CFADS, liquidity stress-case coverage
Struc'FuraI WEIELIEE (Flraigl el Structural focus: Federal support Structural focus: Project collateral, rents,
oversight, : . .

expectations / policy role HAP contract, mortgage security

debt structure, contingent liabilities
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" * '"HFA General Obligation Ratings: Fitch’s Analytical Focus

| | | |

Loan Loan Net Interest Contingent Liabilities Debt to
Program(s) Performance Spread (NIS) & Debt Structure Equity Ratio (DTE)
Initial Revenue Defensibility Assessment Initial Operating Risk Assessment Initial Financial Profile Assessment
Adjustments (+/-) Adjustments (+/-) Adjustments (+/-)
Final Revenue Defensibility Assessment Final Operating Risk Assessment Final Financial Profile Assessment

Suggested Rating Category

Asymmetric Risk Factors:
State Transfers

Final Rating

Source: Fitch Ratings — "
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:PHA Issuer Ratings: Fitch’s Analytical Focus

Revenue Defensibility Operating Risk Financial Profile

Demand growth Legal framework EBITDA & Op Capital Adjusted
in service area to set prices Margin Planning Debt
Initial Revenue Defensibility Assessment Initial Operating Risk Assessment Initial Financial Profile Assessment
Adjustments (+/-) Adjustments (+/-) Liquidity and Adjustments (+/-)
Final Revenue Defensibility Assessment Final Operating Risk Assessment Final Financial Profile Assessment

Final Rating

Asymmetric Risk Factors:
Management & Governance
Debt & Market Risk Characteristics
External Support & Regulatory Mandate

Suggested Rating Category

GRE & SCP ; = '

Source: Fitch Ratings
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' * *Case Study: Philadelphia Housing Authority (PHA)

PHA is a component unit of the
City of Philadelphia and the Why revenue

fourth largest housing authority defensibility was
in the U.S. Fitch assessed: midrange:

* Revenue Defensibility: Midrange

- Operating Risk: Stronger « Strong demand for affordable housing

and occupancy above 90% support

* Financial Profile: Stronger demand.

« But pricing flexibility -subsidy stability-
The SCP is anchored by midrange is limited by HUD statutory income and
revenue defensibility and strong rental restrictions, and revenues.

operating and financial profiles.
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Why the operating and financial
profile was stronger:

« EBITDA to total operating revenue
averaged 23.4% from 2020 to 2024.

« Operating subsidies were about $520
million, above the five-year average
of $461 million, with 6% annual growth
from 2020-2024.

* Unrestricted cash and investments
totaled $230 million; cash-to-adjusted
debt was 1.2x

« Strong CFADS




. . Why PHA is not just a stand-alone operating story

Extraordinary U.S. Government Support Security matters: PHA bonds vs project bonds
Fitch has Strong expectations of extraordinary  The Series 2025A bonds are I.lmlted Obligations of
support from the U.S. government to PHA, PHADC, secured by acquisition program
resulting in a one-notch rating uplift. project revenues.
- Preservation of government policy role was * They also benefit from a full and unconditional
assessed as Strong. guarantee by PHA, which has pledged its
general revenues as security for its guaranty
- PHA serves roughly 80,000 residents, or obligations.
about 6%—7% of Philadelphia’s population, , o o
reinforcing policy importance. * PHA's obligations under the Limited Guaranty
Agreement are absolute and unconditional and
* Over 90% of PHA resources come from constitute general obligations of PHA.

HUD through congressional appropriation. . ] .
« There is no lien on specific assets of PHA,

eliminating lien risk.
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. . HACLA and Clarendon Apartments: Mixed-Income
" * Project Rating

Fitch assigned an 'A-' rating with Stable Outlook to HACLA Multifamily
Revenue Bonds (Clarendon Apartments) Senior Series 2024A.

About $88 million of senior bonds will fund acquisition and minor rehabilitation of
a 335-unit Los Angeles property.

Conversion from predominantly market-rate units to a mix of 50 subsidized project-
based Section 8 Housing Assistance Payment (HAP) contract units through HUD's
RAD program, with the remaining 285 units transitioning to Area Median Income
(AMI)-restricted units. The rating reflects:

strong demand
competitive pricing under rent restrictions
adequate operating profile

sufficient debt service coverage

el
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. . HACLA and Clarendon Apartments: Mixed-Income Project Rating Cont.

A PHA can be crucial to execution, oversight, subsidy, and

occupancy support, while Fitch may still rate the bonds based
solely on project revenues.

Support from sources:

The bond rating is based solely on the project revenues and does not reflect the credit of the parent or guarantors,
because the borrower is bankruptcy-remote from HACLA.

Revenue defensibility reflects:
v" A mix of subsidized and AMI-restricted units;
v" strong anticipated occupancy; and

v" HACLA's expertise and extensive waitlists helping fill units promptly.

v" The 50 HAP-supported units provide stability and predictability to rental revenue. - ‘ '




Key Takeaways

HFAs PHAs AHPs

Rating focus: GO creditworthiness Rating focus: issuer credit plus Rating focus: project

and bond programs support expectations cash flow and security

Risks: asset quality, program losses, Risks: subsidy dependence, Risks: rent caps, expense
contingent liabilities, debt occupancy/cost pressure, leverage growth, transition/stabilization,
structure, leverage/liquidity growth, U.S. sovereign linkage project DSCR

Shared mission does not mean shared rating approach.
e HFAs, PHAs, and project financings are evaluated through different credit lenses.

e PHA participation can materially strengthen a project’s operating and revenue profile without making the PHA itself the
rated obligor.

® RAD, subsidy layering, and mixed-income execution may align HFAs and PHAs operationally, but ratings still depend on
legal structure, pledged revenues, and who ultimately bears default risk.
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All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these limitations and disclai
following this link: https://www: fitchratings.com/rating-definition-document. In addition, the following details Fitch's rating definit
for each rating scale and rating categories, including definitions relating to default. Published ratings, criteria, and methodologies are
available from this site at all times. Fitch's code of conduct, confidentiality, conflicts of interest, affiliate firewall, compliance, and ot
relevant policies and procedures are also available from the Code of Conduct section of this site. Directors and shareholders’ rele
interests are available at https://www.fitchratin shttps://www.fitchratings.com/site/regulaton

may have provided another permissible or ancillary service to the rated entity or its related third parties. Details of pern

ancillary service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch Ratings company (or bran

company) can be found on the entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it

underwriters and from sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by

ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources are available for a

given jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of

and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availabilit

relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications such as audit rep

upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the availability of indepel
competent third- party verification sources with respect to the particular security or in the particular jurisdiction of the issuer; and a variety of other factors. Users o
ratings and reports should understand that neither an enhanced factual investigation nor any third-party verification can ensure that all of the information Fitch relies ©
connection with a rating or a report will be accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the information they provide t
Fitch and to the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must rely on the work of experts, including independent audito
with respect to financial statements and attorneys with respect to legal and tax matters. Further, ratings and forecasts of financial and other information are inherel
forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified as facts. As a result, despite any verification of @
facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a rating or forecast was issued or affirmed. Fiti

makes routine, commonly-accepted adjustments to reported financial data in accordance with the relevant criteria and/or industry standards to provide fina
consistency for entities in the same sector or asset class.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the

contents will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opini

Fitch are based on established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports are th

of Fitch and no individual, or group of individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due to

unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individua

report were involved in, but are not solely responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report pro

is neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection wit!

securities. Ratings may be changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any so

not a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of any security for a particula

the tax-exempt nature or taxability of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and underw

rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a nui
issues issued by a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000
US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use i
name as an expert in connection with any registration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the Unite
Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be availab
electronic subscribers up to three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no. 337123) whic
to provide credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be used by persons who are retail cli
meaning of the Corporations Act 2001.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization (the "

the NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit ratings on be
https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed on Form NRSRO (the "non-NRSROs") and therefore
those subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may participate in determining credit ratings issued b
NRSRO.

Copyright © 2026 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (2
Reproduction or retransmission in whole or in part is prohibited except by permission. All rights reserved.
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Beyond the QAP: Local Housing Finance + PHA Partnerships

» Local HFA/City Finance Entity * Public Housing Authorities

- Tax-Exempt Bonds » Land/Existing Assets
« Gap Financing - PBVs
- Deal Structuring *  Development partners
«  Waiting list/supply on low
« State HFASs income residents

» 3Scoring incentives for subsidy
- Gap Financing
+  Set — Aside allocation

- Integrated capital stack combining LIHTC + local subsidy + voufpers
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Models in Practice- MSHDA

Michigan (MSHDA )

Model: Voucher incentives + LIHTC scoring alignment
Why it matters: Shows how a state HFA can systematically drive PHA collaboratio

What they did

MSHDA's QAP awards points for units supported by rental subsidies (HCV, PBV,
etc.)

Encourages developers to partner with PHAs to secure vouchers
Aligns LIHTC underwriting with deep income targeting (<30% AMI)

Impact: Scoring Incentives allow for PHAs to push to the top of the list

~f
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Models in Practice- Virginia %\\N

Virginia’s QAP includes explicit incentives/priorities for renta @ \
Y

assistance and public housing redevelopment (RAD)—wh \)\'e =

S,
QRSISAN
R

drives consistent PHA participation.
* QAP incentives change developer behavior

- PHAs become core deal partners

»  Local HFAs activate around QAP policy

Strongest outcomes occur when all 3 align
-
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Thank you for
attending this session

PP We value your opinion:

Please share your feedback by taking
the session survey in the mobile app.






