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Your Webinar Host
Mark Dean

Citi Community Capital, Managing Director, National Production Manager

Mark Dean is the National Production Manager for Citi Community Capital with over 28
] years of experience providing investment banking and mortgage banking services to

real estate developers and corporate sponsors.

g Phone: 206-346-2838
Email: mark.w.dean@citi.com
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Agenda

— Introduction
- “An Investor’s Perspective of the LIHTC Industry Post Tax Reform
- Coverage and Objective of today’s Webinar
- Participants and Perspective

— Webinar Mechanics \ Participant Input

— LIHTC Update Topics
— Perspective on post 2017 tax reform
— Operating in 2018
Is there Certainty in Today’s Market?
Current Depth and Breadth of Market
Pricing
CRA versus Economic Investors / What does CRA get you?
Impact of Fannie Mae and Freddie Mac in the market
Structuring / Credit Trends

e Q&A — AskCitiCommunityCapital@citi.com
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Citi Community Capital

Panelist
Greg Voyentzie

Boston Financial Investment Management, Executive Vice President, Production

Mr. Voyentzie joined Boston Financial in 1999 and has over 23 years of experience in
the affordable housing industry. Mr. Voyentzie currently co-leads Boston Financial’s
equity syndication efforts with Sarah Laubinger. Together, they have joint responsibility
for the strategic direction of the syndication practice, including the identification and
marketing of new capital sources, the structuring and pricing of new fund offerings, and

the selection of property-level investments. Prior to joining Boston Financial, Mr.

Voyentzie represented LIHTC investors while at Ernst & Young and was also a
BOSTON FINANCIAL manager in the Real Estate Accounting practices at PricewaterhouseCoopers. Mr.

Voyentzie holds a Bachelor of Science and a Masters in Business Administration from

the University of Connecticut.

Phone: (617) 488-3203
Email: greg.voyentzie@bfim.com
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Panelist
Thomas Morton

Pillsbury Winthrop Shaw Pittman, Partner
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Tom represents corporate investors, financial institutions, developers and syndicators
In projects and transactions throughout the U.S. that qualify for low-income housing,
historic rehabilitation, energy investment, energy production and new markets tax
credits. He provides federal income tax and financing advice, and structures projects
that combine various types of credit programs. Tom is also experienced in advising
large corporations, airlines and financial institutions on leveraged, operating and
synthetic lease transactions involving aircraft, railcars, computer systems and other
equipment

Phone: (202) 663.8317
Email: thomas.morton@pillsburylaw.com
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Panelist
Mark Sherman

Citi Community Capital, Director, Structured Lending and Investing

Mark Sherman works in the Structured Lending and Investing group of Citi Community
Capital (CCC). He is responsible for the management of CCC’s low income housing
tax credit equity platform, CRA-qualifying structured lending origination initiatives,

various municipal structured products, securitizations and agency executions.

Prior to serving in his current role, Mark worked in Citi’s Municipal Capital Markets

Financial Products and Accounting Policy Groups. Before joining Citi, he served a
Citi Community Capital  one-year fellowship at the Financial Accounting Standards Board and worked as an
assurance and advisory associate at Deloitte. Mark received his BS in accounting

from the Pennsylvania State University.

Phone: 212-723-4205
Email: mark.sherman@citi.com
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Discussion Points

1. LIHTC Update Topics

— Perspective on post 2017 tax reform
— Operating in 2018
e |s there Certainty in Today’s Market?
Current Depth and Breadth of Market
Pricing
CRA versus Economic Investors / What does CRA get you?
Impact of Fannie Mae and Freddie Mac in the market
Structuring / Credit Trends

2. What should our audience be considering relative to LIHTC transactions in 20187

Q&A — AskCitiCommunityCapital@citi.com
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Q&A

Question: On atypical 9% LIHTC tax credit backed deal (say $10 million), what would we typically be looking at as far
as equity injection amount vs. leveraged loan?

Greg V: At this point, | think this is still in a bit of flux as the market settles on pricing and will vary widely based on the
specific deal structure (amount of soft money, sub debt, etc). It will also be influenced by whether State Agencies
will allocate additional LIHTC to projects to help plug the equity gap that
would otherwise result from the decline in tax rates.
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Q&A

Question:

Tom M:
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Can you go over the changes to depreciation? Are they choices/new elections or is 27.5 year no longer an
option.

Going through all of the phase-outs and special rules would be quite detailed. Briefly, though, “qualified property” that
previously qualified for 50% bonus depreciation now qualifies for 100% depreciation in the taxable year in which such
property is placed in service. Generally, “qualified property” is depreciable property with a recovery period of 20
years or less (i.e., personal property and site improvements for LIHTC properties) that is placed in service after
September 27, 2017 and prior to January 1, 2023.

The bonus depreciation is phased out for qualified property placed in service during 2023 through 2026. An
additional change is bonus depreciation may now apply to property acquired by a taxpayer by purchase from an
unrelated prior user. Bonus depreciation is the default; however, a taxpayer may elect out of bonus depreciation and
use the standard MACRS depreciation. (The taxpayer may also elect to use the alternative depreciation system, as
under prior law, but this will disqualify the property from bonus depreciation.)

Residential rental property retains its recovery period of 27.5 years. However, the alternative depreciation system
cost recovery period for residential rental property was shortened from 40 years to 30 years for property placed in
service after December 31, 2017. (The cost recovery and alternative depreciation system recovery period for
nonresidential real property remains at 39 years and 40 years, respectively.) The Legislation also creates a new
category of “qualified improvement property”, which is internal improvements to (but not enlargements of) existing
nonresidential property, excluding elevators and internal structural framework. The intend was to provide such
property with a cost recovery period of 15 years. However, the Legislation failed to assign this recovery period to
gualified improvement property, so that will require a technical correction or other guidance from Treasury to fix.
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Q&A

Question:

Tom M:

Question:

Tom M:

Question:

Tom M:
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What is the potential pricing impact of 100% expensing? What items can be expensed?

As it relates to LIHTC properties, qualified property for which 100% bonus depreciation may be claimed is
depreciable property with a recovery period of 20 years or less (i.e., personal property and site improvements for
LIHTC properties) that is placed in service after September 27, 2017 and prior to January 1, 2023. Note, however,
that bonus depreciation is not available for property subject to the alternative depreciation system under Code
Section 168(g) (such as tax-exempt use property or property for which the taxpayer elects the alternative
depreciation system). While this will help yield, most, if not all, new properties will need to make the election out of
the business interest limitation, which will require the use of 30-year depreciation. While extending the depreciation
period for the real property by 2.5 years will not significantly impact yield, it will cut against some of the benefit
provided by the 100 bonus depreciation.

Are the proposals that were pending in Congress to expand the LIHTC program dead? Or is there a chance
that those proposals could still come to fruition?

They are not dead. However, whether an appropriate vehicle can be found to attach the LIHTC program
improvements legislation during 2018 remains to be seen. The industry lobbyists are meeting with folks on the Hill,
though, pushing for this proposed legislation.

With the reduction in the federal tax rate, can we expect that state LIHTC be priced higher since the tax hit at
the federal should be less?

Under prior law, with a 35% federal income tax rate, a dollar of state tax credit reduced the federal deduction by one
dollar, yielding a net benefit of 65 cents. With a 21% rate, the net benefit is increased to 79 cents. Due to other
pressures on pricing and yield, though, whether this will actually translate into higher prices being paid for state tax
credits remains to be seen.
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Q&A

Question:

Tom M:
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How much areduction in pricing for federal historic tax credits should developers expect?

At this point, | would think there is too much uncertainty about how the program will operate due to the fact that
Congress was unclear in its drafting and failed to make conforming amendments. For example, the statute says that
the historic tax credit must be claimed over the 5-year period beginning with the taxable year in which the building is
placed in service “allocated ratably to each year during such period.” Under prior law, 100% of the credit was claimed
as of the date of placement in service. There is no guidance on what Congress meant by claiming ratably over the 5-
year period. Does this mean 20% of the credit is claimed in the year of placement in service ad in each of the
following four taxable years? Or, if the project is placed in service on, for example, July 1, does that mean only 10%
is available in the year of placement in service and the balance in year 67 Is it allocated ratably on a daily basis?
Monthly? Nobody knows — Treasury will need to provide guidance so that the timing of the credit can be determined
and priced appropriately. Similarly, Congress made no changes to the provisions requiring a basis adjustment for the
amount of the historic tax credit determined for the project. If the credit is claimed ratably over five years, does this
mean that depreciable basis is similarly reduced over a 5-year period, or is it reduced by the full amount of the credit
in the year of placement in service? (Administratively, this is clearly the simplest answer, and is not necessarily
inconsistent with claiming the credit over a five-year period — the amount of the credit is still “determined” in year
one.) Accordingly, until Treasury provides guidance on these issues (or, in the absence of such guidance, the historic
tax credit bar gravitates towards a unified interpretation), it is difficult to pinpoint what the ultimate pricing impact will
be.
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Your Webinar Speakers

e Greg Voyentzie e Mark Dean
Boston Financial Investment Management Citi Community Capital
(617) 488-3203 (206) 346-2838
greg.voyentzie@bfim.com mark.w.dean@citi.com

e Thomas Morton e Mark Sherman
Pillsbury Winthrop Shaw Pittman Citi Community Capital
(202) 663.8317 (212) 723-4205
thomas.morton@pillsburylaw.com mark.sherman@citi.com
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Thank you for your participation!

e Your feedback is very important to us. Please go to the survey and let us know how we did.
Survey — https://www.citibank.com/icg/homepage/forms/citi_community capital/form.jsp

e Listen to the playback -
https://www.citibank.com/icg/sa/citicommunitycapital/resource center.html

e Our next Webinar is coming soon. More information to come! We look forward to having you
join us!

e WWW.Citicommunitycapital.com
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be used or relied upon, by
you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby ("Transaction"). Accordingly, you should seek advice
based on your particular circumstances from an independent tax advisor.

In any instance where distribution of this communication is subject to the rules of the US Commodity Futures Trading Commission ("CFTC"), this communication constitutes an invitation to consider entering into a derivatives
transaction under U.S. CFTC Regulations §§ 1.71 and 23.605, where applicable, but is not a binding offer to buy/sell any financial instrument.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a financing, underwrite or
purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or regulation, you agree to keep confidential the
information contained herein and the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal, tax and accounting
characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us for) legal, tax or accounting advice, (b)
there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you should apprise senior management in your organization as to
such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By acceptance of these materials, you and we hereby agree that from the commencement of discussions with
respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID number. We may also
request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any time without notice and are
not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative model which represent potential future events that may or
may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the date hereof and are subject to change without any notice. We and/or our
affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position in any such instrument at any time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or indirectly, a favorable or
negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated for specific recommendations or views contained in
research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures designed to limit communications between its investment banking and
research personnel to specificallv prescribed circumstances.
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© 2018 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.
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Citi believes that sustainability is good business practice. We work closely with our clients, peer financial institutions, NGOs and other partners to finance solutions to climate change, develop industry standards, reduce our own environmental
footprint, and engage with stakeholders to advance shared learning and solutions. Citi's Sustainable Progress strategy focuses on sustainability performance across three pillars: Environmental Finance; Environmental and Social Risk
Management; and Operations and Supply Chain. Our cornerstone initiative is our $100 Billion Environmental Finance Goal — to lend, invest and facilitate $100 billion over 10 years to activities focused on environmental and climate solutions.



