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June 12, 2026

The Regular Meeting of the Harrisonburg Redevelopment and Housing Authority's Board

of Commissioners will be held on Wednesday, June 17, 2026 at 4:00 p.m., at the Municipal

Building, City Council Chambers located at 409 South Main Street, Harrisonburg, Virginia.
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Enclosures

EQUAL HOUSING OPPORTUNITY PROVIDER

HRHA provides reasonable accommodations to persons with disabilities consistent with the Section 504 Final Rule (24 CFR Part 8) and the Fair Housing
Amendments Act



AGENDA
Regular Meeting
June 17, 2026

Call to order and determination of quorum

Public Comment-Call in 540-437-2687

Review and Approval of Minutes
- May 20, 2026

Financial Reports
- May 2026

SN

Executive Director

Purchase Agreement Glens Fair Price Building

9% and 4% Permanent Financing Blue Stone Town Center
Request For Proposals- Court Square Theater Management
Discussion-Stepped Rents

Commerce Village LLC audit

Any New Business/ Old Business
1. Strategic Initiatives Updates
e Homeownership and Neighborhood Revitalization
o Bluestone Town Center
o Lineweaver Annex Renovation
e Addressing Homelessness and Affordable Housing
e Improving Organizational Efficiency and Effectiveness

Management Reports

Housing Choice Voucher

Family Self-Sufficiency

Maintenance

HRHA Owned Properties Utilization (Box Score & Unit
Availability)

Commerce Village

Commerce Village Il

Franklin Heights

JR Polly Lineweaver

. Lineweaver Annex

10. Grant Report-Quarterly Update

11. Financial Monthly Report & Quarterly Investment Update
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©WoNOO



MINUTES

Regular Meeting
May 20, 2026

The Regular Meeting of the Harrisonburg Redevelopment & Housing Authority Board of
Commissioners was held on Wednesday, May 20, at 4:00 p.m.
Those present were:
Gil Colman, Chair
Luciano Benjamin, Vice Chair
Amanda Morris, Commissioner
Anthony Hayes, Commissioner
Janet Awkard-Rogers, Commissioner
Joyce Sampson-Franklin, Commissioner

Also present were:
Michael G. Wong, Executive Director
Tiffany Runion, Deputy Director
Melisa Michelsen, Attorney

The regular meeting was called to order, and a quorum was declared present by
Gil Colman, Chair.

Chair Colman then opened the public comment period. No public comment was
received.

Chair Colman then welcomed Joyce Sampson-Franklin to the board.

Mr. Wong then presented the April 151" meeting minutes for consideration of
approval. After discussion, Commissioner Awkard-Rogers, seconded by Commissioner
Hayes, motioned to approve the April minutes. The motion was unanimously approved.

Mr. Wong then presented the April 2026 financials for consideration of approval.
After discussion, Vice Chair Benjamin, seconded by Commissioner Awkard-Rogers,
motioned to approve the April financials as presented. The motion was unanimously
approved.

Mr. Wong then shared with the board Federal, State and Local laws and
regulations that the Authority needs to abide by. He also provided an overview of the
various programs and initiatives of the Authority. No action was taken from this
presentation.

Mr. Wong then related of a resident’s student was awarded a Virginia Association
of Housing and Community Development’s scholarship. He related that the student was
one of eight recipients earning this award and of the student’s plan is to become an



aviation pilot. Vice Chair Benjamin, seconded by Commissioner Hayes, made a motion
approving a scholarship award from the Authority of $500 per semester totaling
$4,000.00. The motion was unanimously approved.

Mr. Wong then shared updates on the various initiatives. He related of receiving
only one bid for the Lineweaver renovation project. He stated that the bid came in at
$23 million dollars which was nearly twice the costs of the price estimated done in early
December. He stated of talking with six contractors but in follow-up they related of
being unable to bid. Mr. Wong related that they are currently value engineering the
project with the general contractor and architect. He stated of the need to get the
project price to a 12-million-dollar price range. He related of being in discussion with
the Virginia Department of Housing and Community Development (VADHCD) and the
possibility of returning the 1.2-million-dollar grant received and applying for 3.2-million-
dollar award. He stated that VADHCD has agreed to re-score the Authority’s proposal
to determine its competitiveness to receive additional funding.

Mr. Wong related that the Authority is working with Virginia Housing to finalize
the closing on the 1-million-dollar Affordable Housing and Special Needs award for
Commerce Village Il. He related of waiting on comments from Virginia Housing legal
counsel on the title commitments and survey.

Mr. Wong then presented April management and financial reports for approval.
After discussion, Vice Chair Benjamin, seconded by Commissioner Hayes, made the
motion approving the reports. The motion was unanimously approved.

Commissioner Awkard-Rogers, seconded by Vice Chair Benjamin, made the
motion to adjourn the meeting. The motion was unanimously approved.

Michael G. Wong Gil Colman
Executive Director Chair



6/12/2026 12:50 PM

LOCAL COMMUNITY DEVELOPMENT (incl. BP, LAO, and Grants, CVII, CST)

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
2999-99-999 | Revenue & Expenses
3000-00-000 | INCOME
3100-00-000 | TENANT INCOME
3101-00-000 Rental Income
3111-00-000 Tenant Rent 43,595.06 43,781.67 -186.61 213,328.41 218,908.35 -5,579.94 525,380.00
3112-06-000 PBV HAP Subsidy 74,428.00 51,567.09 22,860.91 350,583.00 257,835.45 92,747.55 618,805.00
3119-00-000 Total Rental Income 118,023.06 95,348.76 22,674.30 563,911.41 476,743.80 87,167.61 1,144,185.00
3120-00-000 Other Tenant Income
3120-01-000 Laundry and Vending 487.00 333.33 153.67 2,223.25 1,666.65 556.60 4,000.00
3120-03-000 Damages 354.00 416.67 -62.67 1,479.50 2,083.35 -603.85 5,000.00
3120-04-000 Late Charges 134.00 83.33 50.67 813.00 416.65 396.35 1,000.00
3120-08-000 Workorders/Maint Charges 127.56 0.00 127.56 127.56 0.00 127.56 0.00
3129-00-000 Total Other Tenant Income 1,102.56 833.33 269.23 4,643.31 4,166.65 476.66 10,000.00
3199-00-000 | TOTAL TENANT INCOME 119,125.62 96,182.09 22,943.53 568,554.72 480,910.45 87,644.27 1,154,185.00
3400-00-000 | GRANT INCOME
3410-50-100 VA Homelessness Solutions Program 11,529.59 4,949.25 6,580.34 38,969.39 24,746.25 14,223.14 59,391.00
3410-60-200 Homelessness Assistance Grant (HMIS/SNAP) 0.00 7,006.00 -7,006.00 20,552.02 35,030.00 -14,477.98 84,072.00
3410-61-200 COC Planning Grant 0.00 4,400.00 -4,400.00 20,598.61 22,000.00 -1,401.39 52,800.00
3499-00-000 | TOTAL GRANT INCOME 11,529.59 16,355.25 -4,825.66 80,120.02 81,776.25 -1,656.23 196,263.00
3600-00-000 | OTHER INCOME
3610-00-000 Investment Income - Unrestricted 349.98 179.17 170.81 1,709.38 895.85 813.53 2,150.00
3620-00-000 Management Fee Income 1,240.41 1,166.67 73.74 6,038.64 5,833.35 205.29 14,000.00
3621-00-000 Bond Application Fees 0.00 2,500.00 -2,500.00 0.00 12,500.00 -12,500.00 30,000.00
3650-00-000 Miscellaneous Other Income 1,000.00 12,500.00 -11,500.00 12,534.04 62,500.00 -49,965.96 150,000.00
3699-00-000 | TOTAL OTHER INCOME 2,590.39 16,345.84 -13,755.45 20,282.06 81,729.20 -61,447.14 196,150.00
3999-00-000 | TOTAL INCOME 133,245.60 128,883.18 4,362.42 668,956.80 644,415.90 24,540.90 1,546,598.00
4000-00-000 | EXPENSES
4100-00-000 | ADMINISTRATIVE EXPENSES
4100-99-000 Administrative Salaries
4110-00-000 Administrative Salaries -43,998.17 22,331.09 66,329.26 88,792.94 111,655.45 22,862.51 267,973.00
4110-04-000 Employee Benefit Contribution-Admin 7,858.13 7,650.50 -207.63 30,850.32 38,252.50 7,402.18 91,806.00
4110-50-100 Salary-VA Homelessness Solutions Program(VHSP) 14,133.46 3,544.67 -10,588.79 29,097.65 17,723.35 -11,374.30 42,536.00
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6/12/2026 12:50 PM

LOCAL COMMUNITY DEVELOPMENT (incl. BP, LAO, and Grants, CVII, CST)

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual

4110-50-101 Adm Benefits-VA Homelessness Solutions Program 3,954.07 1,154.58 -2,799.49 9,931.59 5,772.90 -4,158.69 13,855.00
4110-60-200 Salary-Homelessness Assistance Grant(HMIS) 0.00 4,183.25 4,183.25 12,193.81 20,916.25 8,722.44 50,199.00
4110-60-201 Adm Benefits-Homelessness Assistance Grant(HMI 0.00 797.83 797.83 5,028.89 3,989.15 -1,039.74 9,574.00
4110-61-200 Salary-COC Planning Grant 0.00 3,404.50 3,404.50 17,626.20 17,022.50 -603.70 40,854.00
4110-61-201 Adm Benefits-COC Planning 0.00 995.50 995.50 2,972.41 4,977.50 2,005.09 11,946.00
4110-99-000 Total Administrative Salaries -18,052.51 44,061.92 62,114.43 196,493.81 220,309.60 23,815.79 528,743.00
4130-00-000 Legal Expense

4130-01-000 Unlawful Detainers/Writs 25.00 41.67 16.67 25.00 208.35 183.35 500.00
4130-02-000 Criminal Background Checks 0.00 25.00 25.00 0.00 125.00 125.00 300.00
4130-04-000 General Legal Expense 0.00 1,166.66 1,166.66 6,073.00 5,833.30 -239.70 14,000.00
4131-00-000 Total Legal Expense 25.00 1,233.33 1,208.33 6,098.00 6,166.65 68.65 14,800.00
4140-00-000 Staff Training 95.00 916.66 821.66 1,100.00 4,583.30 3,483.30 11,000.00
4140-50-100 Staff Training-VHSP 0.00 125.00 125.00 0.00 625.00 625.00 1,500.00
4150-00-000 Travel 1,400.63 1,333.33 -67.30 9,351.70 6,666.65 -2,685.05 16,000.00
4170-00-000 Accounting Fees 99.00 0.00 -99.00 99.00 0.00 -99.00 0.00
4171-00-000 Auditing Fees 0.00 721.67 721.67 0.00 3,608.35 3,608.35 8,660.00
4189-00-000 Total Other Admin Expenses 1,499.63 2,180.00 680.37 9,450.70 10,900.00 1,449.30 26,160.00
4190-00-000 Miscellaneous Admin Expenses

4190-01-000 Membership and Fees 0.00 141.67 141.67 160.00 708.35 548.35 1,700.00
4190-02-000 Publications 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4190-03-000 Advertising 351.39 108.33 -243.06 506.44 541.65 35.21 1,300.00
4190-04-000 Office Supplies 0.00 204.16 204.16 205.29 1,020.80 815.51 2,450.00
4190-06-000 Compliance 0.00 41.67 41.67 294.00 208.35 -85.65 500.00
4190-07-000 Telephone & Internet 828.37 883.33 54.96 5,436.86 4,416.65 -1,020.21 10,600.00
4190-08-000 Postage 52.20 166.67 114.47 1,315.60 833.35 -482.25 2,000.00
4190-10-000 Copiers 158.75 175.00 16.25 846.19 875.00 28.81 2,100.00
4190-12-000 Software 0.00 1,333.33 1,333.33 1,323.02 6,666.65 5,343.63 16,000.00
4190-13-000 IT/Website Maintenance 2,435.82 625.00 -1,810.82 8,194.71 3,125.00 -5,069.71 7,500.00
4190-14-000 Community Donations 0.00 1,000.00 1,000.00 11,000.00 5,000.00 -6,000.00 12,000.00
4190-18-000 Small Office Equipment 0.00 291.67 291.67 679.98 1,458.35 778.37 3,500.00
4190-22-000 Other Misc Admin Expenses 201.00 208.34 7.34 -8,447.05 1,041.70 9,488.75 2,500.00
4190-50-100 Other Expenses-VHSP 0.00 125.00 125.00 0.00 625.00 625.00 1,500.00
4190-54-100 | Other (Contract w/ CSH) 4,000.00 2,083.33 -1,916.67 4,750.00 10,416.65 5,666.65 25,000.00
4190-60-200 Equipment (HMIS/SNAP) 470.68 202.08 -268.60 470.68 1,010.40 539.72 2,425.00
4190-60-201 Software (HMIS/SNAP) 0.00 1,065.42 1,065.42 218.42 5,327.10 5,108.68 12,785.00
4190-60-202 Services (HMIS/SNAP) 40.00 757.42 717.42 2,400.90 3,787.10 1,386.20 9,089.00
4191-00-000 Total Miscellaneous Admin Expenses 8,538.21 9,454.09 915.88 29,355.04 47,270.45 17,915.41 113,449.00
4199-00-000 | TOTAL ADMINISTRATIVE EXPENSES -7,894.67 57,846.00 65,740.67 242,497.55 289,230.00 46,732.45 694,152.00
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6/12/2026 12:50 PM

LOCAL COMMUNITY DEVELOPMENT (incl. BP, LAO, and Grants, CVII, CST)

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
4200-00-000 | TENANT SERVICES
4220-01-000 Other Tenant Svcs. 1,906.61 1,833.33 -73.28 16,346.16 9,166.65 -7,179.51 22,000.00
4299-00-000 | TOTAL TENANT SERVICES EXPENSES 1,906.61 1,833.33 -73.28 16,346.16 9,166.65 -7,179.51 22,000.00
4300-00-000 | UTILITY EXPENSES
4310-00-000 Water 1,145.58 1,333.33 187.75 5,664.41 6,666.65 1,002.24 16,000.00
4320-00-000 Electricity 6,735.19 7,791.66 1,056.47 42,487.21 38,958.30 -3,528.91 93,500.00
4330-00-000 Gas 70.51 83.33 12.82 1,170.31 416.65 -753.66 1,000.00
4330-01-000 Gas-Vacant Units 0.00 0.00 0.00 46.71 0.00 -46.71 0.00
4340-00-000 Garbage/Trash Removal 0.00 270.83 270.83 0.00 1,354.15 1,354.15 3,250.00
4390-00-000 Sewer & Trash 2,297.82 2,333.33 35.51 11,571.62 11,666.65 95.03 28,000.00
4399-00-000 | TOTAL UTILITY EXPENSES 10,249.10 11,812.48 1,563.38 60,940.26 59,062.40 -1,877.86 141,750.00
4400-00-000 | MAINTENANCE AND OPERATIONAL EXPENSES
4400-99-000 General Maint Expense
4410-00-000 Maintenance Salaries 10,817.71 8,314.09 -2,503.62 40,956.39 41,570.45 614.06 99,769.00
4410-05-000 Employee Benefit Contribution-Maint. 2,264.88 3,203.24 938.36 10,155.42 16,016.20 5,860.78 38,439.00
4419-00-000 Total General Maint Expense 13,082.59 11,517.33 -1,565.26 51,111.81 57,586.65 6,474.84 138,208.00
4420-00-000 Materials
4420-01-000 Supplies-Grounds 0.00 45.83 45.83 11.00 229.15 218.15 550.00
4420-02-000 Supplies-Appliance 0.00 91.66 91.66 -363.96 458.30 822.26 1,100.00
4420-03-000 Supplies-Unit Turnover 858.53 375.00 -483.53 2,423.51 1,875.00 -548.51 4,500.00
4420-04-000 Supplies-Electrical 0.00 391.67 391.67 286.99 1,958.35 1,671.36 4,700.00
4420-05-000 Supplies-Fuel & Parts 98.22 125.01 26.79 393.36 625.05 231.69 1,500.00
4420-06-000 Supplies-Janitorial/Cleaning 44.32 291.67 247.35 155.41 1,458.35 1,302.94 3,500.00
4420-07-000 Supplies-Maint/Repairs 788.01 1,458.33 670.32 2,068.84 7,291.65 5,222.81 17,500.00
4420-08-000 Supplies-Plumbing 26.90 375.00 348.10 594.69 1,875.00 1,280.31 4,500.00
4420-09-000 Tools and Equipment 0.00 62.50 62.50 0.00 312.50 312.50 750.00
4420-10-000 Maintenance Paper/Supplies 0.00 33.33 33.33 0.00 166.65 166.65 400.00
4420-11-000 Supplies-HVAC 0.00 291.66 291.66 0.00 1,458.30 1,458.30 3,500.00
4420-12-000 Supplies-Exterior Supplies 0.00 116.67 116.67 0.00 583.35 583.35 1,400.00
4429-00-000 Total Materials 1,815.98 3,658.33 1,842.35 5,569.84 18,291.65 12,721.81 43,900.00
4430-00-000 Contract Costs
4430-03-000 Contract-Trash Collection 723.99 1,000.00 276.01 3,815.69 5,000.00 1,184.31 12,000.00
4430-04-000 Contract-Snow Removal 58.50 150.01 91.51 1,321.00 750.05 -570.95 1,800.00
4430-05-000 Contract-Unit Turnover 0.00 833.33 833.33 2,049.60 4,166.65 2,117.05 10,000.00
4430-06-000 Contract-Electrical 768.07 250.01 -518.06 1,521.61 1,250.05 -271.56 3,000.00
4430-07-000 Contract-Pest Control 585.10 1,616.66 1,031.56 2,075.50 8,083.30 6,007.80 19,400.00
4430-08-000 Contract-Floor Covering 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
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6/12/2026 12:50 PM

LOCAL COMMUNITY DEVELOPMENT (incl. BP, LAO, and Grants, CVII, CST)

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual

4430-09-000 Contract-Grounds 0.00 50.00 50.00 0.00 250.00 250.00 600.00
4430-10-000 Contract-Janitorial/Cleaning 444.75 325.00 -119.75 1,216.81 1,625.00 408.19 3,900.00
4430-11-000 Contract-Plumbing 121.93 250.00 128.07 1,741.70 1,250.00 -491.70 3,000.00
4430-12-000 Contract-Inspections 436.25 541.66 105.41 2,636.25 2,708.30 72.05 6,500.00
4430-13-000 Contract-HVAC 2,053.11 900.00 -1,153.11 6,669.27 4,500.00 -2,169.27 10,800.00
4430-15-000 Contract-Video Surveillance 11,725.00 125.00 -11,600.00 11,725.00 625.00 -11,100.00 1,500.00
4430-17-000 Contract-Elevator Maintenance 350.00 1,041.67 691.67 12,321.63 5,208.35 -7,113.28 12,500.00
4430-18-000 Contract-Alarm Monitoring 188.75 320.83 132.08 3,439.45 1,604.15 -1,835.30 3,850.00
4430-19-000 Contract-Sprinkler Monitoring 0.00 358.33 358.33 3,979.34 1,791.65 -2,187.69 4,300.00
4430-99-000 Contract Costs-Other 0.00 250.00 250.00 5,935.97 1,250.00 -4,685.97 3,000.00
4439-00-000 Total Contract Costs 17,455.45 8,095.83 -9,359.62 60,448.82 40,479.15 -19,969.67 97,150.00
4499-00-000 | TOTAL MAINTENANCE AND OPERATIONAL EXPENSES 32,354.02 23,271.49 -9,082.53 117,130.47 116,357.45 -773.02 279,258.00
4500-00-000 | GENERAL EXPENSES

4510-00-000 Insurance-Other 331.41 332.50 1.09 2,030.17 1,662.50 -367.67 3,990.00
4510-10-000 Property Insurance 832.76 824.59 -8.17 2,674.18 4,122.95 1,448.77 9,895.00
4510-20-000 Liability Insurance 239.43 331.25 91.82 1,166.24 1,656.25 490.01 3,975.00
4510-30-000 Workmen's Compensation 512.31 556.49 44.18 2,495.46 2,782.45 286.99 6,678.00
4521-00-000 Misc. Taxes/Licenses/Insurance 0.00 110.50 110.50 100.29 552.50 452.21 1,326.00
4570-00-000 Bad Debt-Tenant Rents 0.00 875.00 875.00 0.00 4,375.00 4,375.00 10,500.00
4570-01-000 Bad Debt-Other 0.00 833.33 833.33 0.00 4,166.65 4,166.65 10,000.00
4599-00-000 | TOTAL GENERAL EXPENSES 1,915.91 3,863.66 1,947.75 8,466.34 19,318.30 10,851.96 46,364.00
4800-00-000 | FINANCING EXPENSE

4851-00-000 Interest Expense-Loan 1 15,703.31 6,646.42 -9,056.89 54,792.71 33,232.10 -21,560.61 79,757.00
4899-00-000 | TOTAL FINANCING EXPENSES 15,703.31 6,646.42 -9,056.89 54,792.71 33,232.10 -21,560.61 79,757.00
8000-00-000 | TOTAL EXPENSES 54,234.28 105,273.38 51,039.10 500,173.49 526,366.90 26,193.41 1,263,281.00
9000-00-000 | NET INCOME 79,011.32 23,609.80 55,401.52 168,783.31 118,049.00 50,734.31 283,317.00
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6/12/2026 12:51 PM

BRIDGEPORT BUILDING

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
2999-99-999 | Revenue & Expenses
3000-00-000 | INCOME
3100-00-000 | TENANT INCOME
3101-00-000 Rental Income
3111-00-000 Tenant Rent 18,740.78 19,115.00 -374.22 94,921.13 95,575.00 -653.87 229,380.00
3119-00-000 Total Rental Income 18,740.78 19,115.00 -374.22 94,921.13 95,575.00 -653.87 229,380.00
3199-00-000 | TOTAL TENANT INCOME 18,740.78 19,115.00 -374.22 94,921.13 95,575.00 -653.87 229,380.00
3999-00-000 | TOTAL INCOME 18,740.78 19,115.00 -374.22 94,921.13 95,575.00 -653.87 229,380.00
4000-00-000 | EXPENSES
4100-00-000 | ADMINISTRATIVE EXPENSES
4190-00-000 Miscellaneous Admin Expenses
4190-07-000 Telephone & Internet 53.19 50.00 -3.19 219.98 250.00 30.02 600.00
4191-00-000 Total Miscellaneous Admin Expenses 53.19 50.00 -3.19 219.98 250.00 30.02 600.00
4199-00-000 | TOTAL ADMINISTRATIVE EXPENSES 53.19 50.00 -3.19 219.98 250.00 30.02 600.00
4300-00-000 | UTILITY EXPENSES
4310-00-000 Water 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4399-00-000 | TOTAL UTILITY EXPENSES 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4400-00-000 | MAINTENANCE AND OPERATIONAL EXPENSES
4420-00-000 Materials
4420-07-000 Supplies-Maint/Repairs 56.89 83.33 26.44 56.89 416.65 359.76 1,000.00
4429-00-000 Total Materials 56.89 83.33 26.44 56.89 416.65 359.76 1,000.00
4430-00-000 Contract Costs
4430-04-000 Contract-Snow Removal 0.00 16.67 16.67 175.00 83.35 -91.65 200.00
4430-06-000 Contract-Electrical 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4430-07-000 Contract-Pest Control 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4430-13-000 Contract-HVAC 853.11 191.67 -661.44 3,775.11 958.35 -2,816.76 2,300.00
4430-17-000 Contract-Elevator Maintenance 175.00 291.67 116.67 3,412.36 1,458.35 -1,954.01 3,500.00
4430-18-000 Contract-Alarm Monitoring 0.00 25.00 25.00 345.00 125.00 -220.00 300.00
4430-19-000 Contract-Sprinkler Monitoring 0.00 166.67 166.67 2,759.34 833.35 -1,925.99 2,000.00
4430-99-000 Contract Costs-Other 0.00 125.00 125.00 0.00 625.00 625.00 1,500.00
4439-00-000 Total Contract Costs 1,028.11 941.68 -86.43 10,466.81 4,708.40 -5,758.41 11,300.00
4499-00-000 | TOTAL MAINTENANCE AND OPERATIONAL EXPENSES 1,085.00 1,025.01 -59.99 10,523.70 5,125.05 -5,398.65 12,300.00
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6/12/2026 12:51 PM

BRIDGEPORT BUILDING

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
4800-00-000 | FINANCING EXPENSE
4851-00-000 Interest Expense-Loan 1 2,258.07 2,158.33 -99.74 11,139.09 10,791.65 -347.44 25,900.00
4899-00-000 | TOTAL FINANCING EXPENSES 2,258.07 2,158.33 -99.74 11,139.09 10,791.65 -347.44 25,900.00
8000-00-000 | TOTAL EXPENSES 3,396.26 3,316.67 -79.59 21,882.77 16,583.35 -5,299.42 39,800.00
9000-00-000 | NET INCOME 15,344.52 15,798.33 -453.81 73,038.36 78,991.65 -5,953.29 189,580.00
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LINEWEAVER ANNEX APARTMENTS

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
2999-99-999 | Revenue & Expenses
3000-00-000 | INCOME
3100-00-000 | TENANT INCOME
3101-00-000 Rental Income
3111-00-000 Tenant Rent 18,951.28 20,000.00 -1,048.72 95,085.28 100,000.00 -4,914.72 240,000.00
3112-06-000 PBV HAP Subsidy 59,355.00 39,696.17 19,658.83 285,075.00 198,480.85 86,594.15 476,354.00
3119-00-000 Total Rental Income 78,306.28 59,696.17 18,610.11 380,160.28 298,480.85 81,679.43 716,354.00
3120-00-000 Other Tenant Income
3120-01-000 Laundry and Vending 487.00 333.33 153.67 2,223.25 1,666.65 556.60 4,000.00
3120-03-000 Damages 354.00 416.67 -62.67 1,304.50 2,083.35 -778.85 5,000.00
3120-04-000 Late Charges 129.00 83.33 45.67 562.00 416.65 145.35 1,000.00
3120-08-000 Workorders/Maint Charges 37.56 0.00 37.56 37.56 0.00 37.56 0.00
3129-00-000 Total Other Tenant Income 1,007.56 833.33 174.23 4,127.31 4,166.65 -39.34 10,000.00
3199-00-000 | TOTAL TENANT INCOME 79,313.84 60,529.50 18,784.34 384,287.59 302,647.50 81,640.09 726,354.00
3600-00-000 | OTHER INCOME
3610-00-000 Investment Income - Unrestricted 349.83 166.67 183.16 1,609.68 833.35 776.33 2,000.00
3699-00-000 | TOTAL OTHER INCOME 349.83 166.67 183.16 1,609.68 833.35 776.33 2,000.00
3999-00-000 | TOTAL INCOME 79,663.67 60,696.17 18,967.50 385,897.27 303,480.85 82,416.42 728,354.00
4000-00-000 | EXPENSES
4100-00-000 | ADMINISTRATIVE EXPENSES
4100-99-000 Administrative Salaries
4110-00-000 Administrative Salaries 7,911.08 5,133.67 -2,777.41 29,286.41 25,668.35 -3,618.06 61,604.00
4110-04-000 Employee Benefit Contribution-Admin 2,350.22 1,711.25 -638.97 9,293.21 8,556.25 -736.96 20,535.00
4110-99-000 Total Administrative Salaries 10,261.30 6,844.92 -3,416.38 38,579.62 34,224.60 -4,355.02 82,139.00
4130-00-000 Legal Expense
4130-01-000 Unlawful Detainers/Writs 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4130-02-000 Criminal Background Checks 0.00 25.00 25.00 0.00 125.00 125.00 300.00
4130-04-000 General Legal Expense 0.00 250.00 250.00 -1,500.00 1,250.00 2,750.00 3,000.00
4131-00-000 Total Legal Expense 0.00 316.67 316.67 -1,500.00 1,583.35 3,083.35 3,800.00
4140-00-000 Staff Training 0.00 83.33 83.33 310.00 416.65 106.65 1,000.00
4150-00-000 Travel 0.00 83.33 83.33 633.50 416.65 -216.85 1,000.00
4171-00-000 Auditing Fees 0.00 166.67 166.67 0.00 833.35 833.35 2,000.00
4189-00-000 Total Other Admin Expenses 0.00 250.00 250.00 633.50 1,250.00 616.50 3,000.00
4190-00-000 Miscellaneous Admin Expenses
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LINEWEAVER ANNEX APARTMENTS

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
4190-01-000 Membership and Fees 0.00 16.67 16.67 0.00 83.35 83.35 200.00
4190-03-000 Advertising 122.98 25.00 -97.98 278.03 125.00 -153.03 300.00
4190-04-000 Office Supplies 0.00 37.50 37.50 49.29 187.50 138.21 450.00
4190-06-000 Compliance 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4190-07-000 Telephone & Internet 258.21 250.00 -8.21 1,163.98 1,250.00 86.02 3,000.00
4190-08-000 Postage 14.40 41.67 27.27 350.60 208.35 -142.25 500.00
4190-10-000 Copiers 30.20 50.00 19.80 194.57 250.00 55.43 600.00
4190-12-000 Software 0.00 416.67 416.67 305.44 2,083.35 1,777.91 5,000.00
4190-13-000 IT/Website Maintenance 671.94 208.33 -463.61 2,041.39 1,041.65 -999.74 2,500.00
4190-18-000 Small Office Equipment 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4190-22-000 Other Misc Admin Expenses 0.00 41.67 41.67 -18,603.47 208.35 18,811.82 500.00
4191-00-000 Total Miscellaneous Admin Expenses 1,097.73 1,170.85 73.12 -14,220.17 5,854.25 20,074.42 14,050.00
4199-00-000 | TOTAL ADMINISTRATIVE EXPENSES 11,359.03 8,665.77 -2,693.26 23,802.95 43,328.85 19,525.90 103,989.00
4200-00-000 | TENANT SERVICES
4220-01-000 Other Tenant Svcs. 1,906.61 1,833.33 -73.28 14,917.58 9,166.65 -5,750.93 22,000.00
4299-00-000 | TOTAL TENANT SERVICES EXPENSES 1,906.61 1,833.33 -73.28 14,917.58 9,166.65 -5,750.93 22,000.00
4300-00-000 | UTILITY EXPENSES
4310-00-000 Water 812.52 1,000.00 187.48 4,173.40 5,000.00 826.60 12,000.00
4320-00-000 Electricity 5,189.76 5,833.33 643.57 34,812.72 29,166.65 -5,646.07 70,000.00
4390-00-000 Sewer & Trash 1,775.40 2,333.33 557.93 9,040.25 11,666.65 2,626.40 28,000.00
4399-00-000 | TOTAL UTILITY EXPENSES 7,777.68 9,166.66 1,388.98 48,026.37 45,833.30 -2,193.07 110,000.00
4400-00-000 | MAINTENANCE AND OPERATIONAL EXPENSES
4400-99-000 General Maint Expense
4410-00-000 Maintenance Salaries 6,997.18 5,196.67 -1,800.51 26,899.58 25,983.35 -916.23 62,360.00
4410-05-000 Employee Benefit Contribution-Maint. 1,585.11 2,178.08 592.97 7,299.04 10,890.40 3,591.36 26,137.00,
4419-00-000 Total General Maint Expense 8,582.29 7,374.75 -1,207.54 34,198.62 36,873.75 2,675.13 88,497.00
4420-00-000 Materials
4420-01-000 Supplies-Grounds 0.00 25.00 25.00 11.00 125.00 114.00 300.00
4420-02-000 Supplies-Appliance 0.00 83.33 83.33 75.24 416.65 341.41 1,000.00
4420-03-000 Supplies-Unit Turnover 858.53 291.67 -566.86 2,415.04 1,458.35 -956.69 3,500.00
4420-04-000 Supplies-Electrical 0.00 333.33 333.33 286.57 1,666.65 1,380.08 4,000.00
4420-05-000 Supplies-Fuel & Parts 27.09 66.67 39.58 322.23 333.35 11.12 800.00
4420-06-000 Supplies-Janitorial/Cleaning 44.32 83.33 39.01 117.54 416.65 299.11 1,000.00
4420-07-000 Supplies-Maint/Repairs 393.96 1,250.00 856.04 1,574.96 6,250.00 4,675.04 15,000.00
4420-08-000 Supplies-Plumbing 26.90 250.00 223.10 594.69 1,250.00 655.31 3,000.00
4420-09-000 Tools and Equipment 0.00 62.50 62.50 0.00 312.50 312.50 750.00
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4420-10-000 Maintenance Paper/Supplies 0.00 20.83 20.83 0.00 104.15 104.15 250.00
4420-11-000 Supplies-HVAC 0.00 208.33 208.33 0.00 1,041.65 1,041.65 2,500.00
4420-12-000 Supplies-Exterior Supplies 0.00 50.00 50.00 0.00 250.00 250.00 600.00
4429-00-000 Total Materials 1,350.80 2,724.99 1,374.19 5,397.27 13,624.95 8,227.68 32,700.00
4430-00-000 Contract Costs

4430-03-000 Contract-Trash Collection 723.99 916.67 192.68 3,284.35 4,583.35 1,299.00 11,000.00
4430-04-000 Contract-Snow Removal 0.00 91.67 91.67 1,087.50 458.35 -629.15 1,100.00]
4430-05-000 Contract-Unit Turnover 0.00 833.33 833.33 2,049.60 4,166.65 2,117.05 10,000.00
4430-06-000 Contract-Electrical 768.07 166.67 -601.40 1,521.61 833.35 -688.26 2,000.00
4430-07-000 Contract-Pest Control 335.10 1,200.00 864.90 1,825.50 6,000.00 4,174.50 14,400.00
4430-08-000 Contract-Floor Covering 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4430-09-000 Contract-Grounds 0.00 50.00 50.00 0.00 250.00 250.00 600.00
4430-10-000 Contract-Janitorial/Cleaning 220.35 200.00 -20.35 939.60 1,000.00 60.40 2,400.00
4430-11-000 Contract-Plumbing 121.93 166.67 44.74 1,741.70 833.35 -908.35 2,000.00
4430-12-000 Contract-Inspections 0.00 458.33 458.33 600.00 2,291.65 1,691.65 5,500.00
4430-13-000 Contract-HVAC 1,200.00 416.67 -783.33 2,894.16 2,083.35 -810.81 5,000.00
4430-15-000 Contract-Video Surveillance 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4430-17-000 Contract-Elevator Maintenance 175.00 750.00 575.00 8,909.27 3,750.00 -5,159.27 9,000.00
4430-18-000 Contract-Alarm Monitoring 188.75 66.67 -122.08 541.25 333.35 -207.90 800.00
4430-19-000 Contract-Sprinkler Monitoring 0.00 108.33 108.33 1,220.00 541.65 -678.35 1,300.00
4430-99-000 Contract Costs-Other 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4439-00-000 Total Contract Costs 3,733.19 5,591.68 1,858.49 26,614.54 27,958.40 1,343.86 67,100.00
4499-00-000 | TOTAL MAINTENANCE AND OPERATIONAL EXPENSES 13,666.28 15,691.42 2,025.14 66,210.43 78,457.10 12,246.67 188,297.00
4500-00-000 | GENERAL EXPENSES

4510-00-000 Insurance-Other 229.01 205.00 -24.01 1,353.42 1,025.00 -328.42 2,460.00
4510-10-000 Property Insurance 411.75 416.67 4.92 2,005.62 2,083.35 77.73 5,000.00
4510-20-000 Liability Insurance 222.95 218.75 -4.20 1,085.97 1,093.75 7.78 2,625.00
4510-30-000 Workmen's Compensation 132.82 143.33 10.51 646.97 716.65 69.68 1,720.00
4570-00-000 Bad Debt-Tenant Rents 0.00 833.33 833.33 0.00 4,166.65 4,166.65 10,000.00
4599-00-000 | TOTAL GENERAL EXPENSES 996.53 1,817.08 820.55 5,091.98 9,085.40 3,993.42 21,805.00
4800-00-000 | FINANCING EXPENSE

4851-00-000 Interest Expense-Loan 1 2,439.57 2,321.42 -118.15 12,055.09 11,607.10 -447.99 27,857.00
4899-00-000 | TOTAL FINANCING EXPENSES 2,439.57 2,321.42 -118.15 12,055.09 11,607.10 -447.99 27,857.00
8000-00-000 | TOTAL EXPENSES 38,145.70 39,495.68 1,349.98 170,104.40 197,478.40 27,374.00 473,948.00
9000-00-000 | NET INCOME 41,517.97 21,200.49 20,317.48 215,792.87 106,002.45 109,790.42 254,406.00
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2999-99-999 | Revenue & Expenses
3000-00-000 | INCOME
3400-00-000 | GRANT INCOME
3410-50-100 VA Homelessness Solutions Program 11,529.59 4,949.25 6,580.34 38,969.39 24,746.25 14,223.14 59,391.00
3410-60-200 Homelessness Assistance Grant (HMIS/SNAP) 0.00 7,006.00 -7,006.00 20,552.02 35,030.00 -14,477.98 84,072.00
3410-61-200 COC Planning Grant 0.00 4,400.00 -4,400.00 20,598.61 22,000.00 -1,401.39 52,800.00
3499-00-000 | TOTAL GRANT INCOME 11,529.59 16,355.25 -4,825.66 80,120.02 81,776.25 -1,656.23 196,263.00
3999-00-000 | TOTAL INCOME 11,529.59 16,355.25 -4,825.66 80,120.02 81,776.25 -1,656.23 196,263.00
4000-00-000 | EXPENSES
4100-00-000 | ADMINISTRATIVE EXPENSES
4100-99-000 Administrative Salaries
4110-50-100 Salary-VA Homelessness Solutions Program(VHSP) 14,133.46 3,544.67 -10,588.79 29,097.65 17,723.35 -11,374.30 42,536.00
4110-50-101 Adm Benefits-VA Homelessness Solutions Program 3,954.07 1,154.58 -2,799.49 9,931.59 5,772.90 -4,158.69 13,855.00
4110-60-200 Salary-Homelessness Assistance Grant(HMIS) 0.00 4,183.25 4,183.25 12,193.81 20,916.25 8,722.44 50,199.00
4110-60-201 Adm Benefits-Homelessness Assistance Grant(HMI 0.00 797.83 797.83 5,028.89 3,989.15 -1,039.74 9,574.00
4110-61-200 Salary-COC Planning Grant 0.00 3,404.50 3,404.50 17,626.20 17,022.50 -603.70 40,854.00
4110-61-201 Adm Benefits-COC Planning 0.00 995.50 995.50 2,972.41 4,977.50 2,005.09 11,946.00
4110-99-000 Total Administrative Salaries 18,087.53 14,080.33 -4,007.20 76,850.55 70,401.65 -6,448.90 168,964.00
4140-50-100 Staff Training-VHSP 0.00 125.00 125.00 0.00 625.00 625.00 1,500.00
4189-00-000 Total Other Admin Expenses 0.00 125.00 125.00 0.00 625.00 625.00 1,500.00
4190-00-000 Miscellaneous Admin Expenses
4190-50-100 Other Expenses-VHSP 0.00 125.00 125.00 0.00 625.00 625.00 1,500.00
4190-54-100 | Other (Contract w/ CSH) 4,000.00 2,083.33 -1,916.67 4,750.00 10,416.65 5,666.65 25,000.00
4190-60-200 Equipment (HMIS/SNAP) 470.68 202.08 -268.60 470.68 1,010.40 539.72 2,425.00
4190-60-201 Software (HMIS/SNAP) 0.00 1,065.42 1,065.42 218.42 5,327.10 5,108.68 12,785.00
4190-60-202 Services (HMIS/SNAP) 40.00 757.42 717.42 2,400.90 3,787.10 1,386.20 9,089.00
4191-00-000 Total Miscellaneous Admin Expenses 4,510.68 4,233.25 -277.43 7,840.00 21,166.25 13,326.25 50,799.00
4199-00-000 | TOTAL ADMINISTRATIVE EXPENSES 22,598.21 18,438.58 -4,159.63 84,690.55 92,192.90 7,502.35 221,263.00
8000-00-000 | TOTAL EXPENSES 22,598.21 18,438.58 -4,159.63 84,690.55 92,192.90 7,502.35 221,263.00
9000-00-000 | NET INCOME -11,068.62 -2,083.33 -8,985.29 -4,570.53 -10,416.65 5,846.12 -25,000.00
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Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
2999-99-999 | Revenue & Expenses
3000-00-000 | INCOME
3100-00-000 | TENANT INCOME
3101-00-000 Rental Income
3111-00-000 Tenant Rent 5,903.00 4,666.67 1,236.33 23,322.00 23,333.35 -11.35 56,000.00
3112-06-000 PBV HAP Subsidy 15,073.00 11,870.92 3,202.08 65,508.00 59,354.60 6,153.40 142,451.00
3119-00-000 Total Rental Income 20,976.00 16,537.59 4,438.41 88,830.00 82,687.95 6,142.05 198,451.00
3120-00-000 Other Tenant Income
3120-04-000 Late Charges 5.00 0.00 5.00 251.00 0.00 251.00 0.00
3120-08-000 Workorders/Maint Charges 75.00 0.00 75.00 75.00 0.00 75.00 0.00
3129-00-000 Total Other Tenant Income 80.00 0.00 80.00 326.00 0.00 326.00 0.00
3199-00-000 | TOTAL TENANT INCOME 21,056.00 16,537.59 4,518.41 89,156.00 82,687.95 6,468.05 198,451.00
3600-00-000 | OTHER INCOME
3610-00-000 Investment Income - Unrestricted 0.15 0.00 0.15 61.75 0.00 61.75 0.00
3699-00-000 | TOTAL OTHER INCOME 0.15 0.00 0.15 61.75 0.00 61.75 0.00
3999-00-000 | TOTAL INCOME 21,056.15 16,537.59 4,518.56 89,217.75 82,687.95 6,529.80 198,451.00
4000-00-000 | EXPENSES
4100-00-000 | ADMINISTRATIVE EXPENSES
4100-99-000 Administrative Salaries
4110-00-000 Administrative Salaries 1,207.95 740.75 -467.20 2,520.87 3,703.75 1,182.88 8,889.00
4110-04-000 Employee Benefit Contribution-Admin 264.92 254.58 -10.34 365.36 1,272.90 907.54 3,055.00
4110-99-000 Total Administrative Salaries 1,472.87 995.33 -477.54 2,886.23 4,976.65 2,090.42 11,944.00
4130-00-000 Legal Expense
4130-01-000 Unlawful Detainers/Writs 25.00 0.00 -25.00 25.00 0.00 -25.00 0.00
4130-04-000 General Legal Expense 0.00 83.33 83.33 969.00 416.65 -552.35 1,000.00
4131-00-000 Total Legal Expense 25.00 83.33 58.33 994.00 416.65 -577.35 1,000.00
4171-00-000 Auditing Fees 0.00 100.00 100.00 0.00 500.00 500.00 1,200.00
4189-00-000 Total Other Admin Expenses 0.00 100.00 100.00 0.00 500.00 500.00 1,200.00
4190-00-000 Miscellaneous Admin Expenses
4190-04-000 Office Supplies 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4190-07-000 Telephone & Internet 216.32 83.33 -132.99 1,051.30 416.65 -634.65 1,000.00
4190-08-000 Postage 2.70 0.00 -2.70 92.70 0.00 -92.70 0.00
4190-10-000 Copiers 2.90 41.67 38.77 52.94 208.35 155.41 500.00
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4190-12-000 Software 0.00 83.33 83.33 57.27 416.65 359.38 1,000.00
4190-13-000 IT/Website Maintenance 126.04 0.00 -126.04 292.81 0.00 -292.81 0.00
4190-22-000 Other Misc Admin Expenses 0.00 0.00 0.00 1,104.25 0.00 -1,104.25 0.00
4191-00-000 Total Miscellaneous Admin Expenses 347.96 291.66 -56.30 2,651.27 1,458.30 -1,192.97 3,500.00
4199-00-000 | TOTAL ADMINISTRATIVE EXPENSES 1,845.83 1,470.32 -375.51 6,531.50 7,351.60 820.10 17,644.00
4200-00-000 | TENANT SERVICES
4220-01-000 Other Tenant Svcs. 0.00 0.00 0.00 1,428.58 0.00 -1,428.58 0.00
4299-00-000 | TOTAL TENANT SERVICES EXPENSES 0.00 0.00 0.00 1,428.58 0.00 -1,428.58 0.00
4300-00-000 | UTILITY EXPENSES
4310-00-000 Water 226.44 250.00 23.56 1,132.20 1,250.00 117.80 3,000.00
4320-00-000 Electricity 1,000.06 1,833.33 833.27 5,054.13 9,166.65 4,112.52 22,000.00
4340-00-000 Garbage/Trash Removal 0.00 270.83 270.83 0.00 1,354.15 1,354.15 3,250.00
4390-00-000 Sewer & Trash 473.44 0.00 -473.44 2,367.10 0.00 -2,367.10 0.00
4399-00-000 | TOTAL UTILITY EXPENSES 1,699.94 2,354.16 654.22 8,553.43 11,770.80 3,217.37 28,250.00
4400-00-000 | MAINTENANCE AND OPERATIONAL EXPENSES
4400-99-000 General Maint Expense
4410-00-000 Maintenance Salaries 1,024.00 918.25 -105.75 2,588.92 4,591.25 2,002.33 11,019.00
4410-05-000 Employee Benefit Contribution-Maint. 167.17 291.58 124.41 286.34 1,457.90 1,171.56 3,499.00
4419-00-000 Total General Maint Expense 1,191.17 1,209.83 18.66 2,875.26 6,049.15 3,173.89 14,518.00
4420-00-000 Materials
4420-02-000 Supplies-Appliance 0.00 0.00 0.00 -439.20 0.00 439.20 0.00
4420-03-000 Supplies-Unit Turnover 0.00 83.33 83.33 8.47 416.65 408.18 1,000.00
4420-04-000 Supplies-Electrical 0.00 16.67 16.67 0.00 83.35 83.35 200.00
4420-05-000 Supplies-Fuel & Parts 5.09 41.67 36.58 5.09 208.35 203.26 500.00
4420-06-000 Supplies-Janitorial/Cleaning 0.00 166.67 166.67 37.87 833.35 795.48 2,000.00
4420-07-000 Supplies-Maint/Repairs 0.00 83.33 83.33 6.42 416.65 410.23 1,000.00
4420-08-000 Supplies-Plumbing 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4420-11-000 Supplies-HVAC 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4420-12-000 Supplies-Exterior Supplies 0.00 66.67 66.67 0.00 333.35 333.35 800.00
4429-00-000 Total Materials 5.09 625.00 619.91 -381.35 3,125.00 3,506.35 7,500.00
4430-00-000 Contract Costs
4430-03-000 Contract-Trash Collection 0.00 83.33 83.33 531.34 416.65 -114.69 1,000.00]
4430-04-000 Contract-Snow Removal 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4430-06-000 Contract-Electrical 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4430-07-000 Contract-Pest Control 250.00 250.00 0.00 250.00 1,250.00 1,000.00 3,000.00
4430-10-000 Contract-Janitorial/Cleaning 0.00 125.00 125.00 0.00 625.00 625.00 1,500.00
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4430-11-000 Contract-Plumbing 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4430-12-000 Contract-Inspections 436.25 83.33 -352.92 2,036.25 416.65 -1,619.60 1,000.00
4430-13-000 Contract-HVAC 0.00 208.33 208.33 0.00 1,041.65 1,041.65 2,500.00
4430-15-000 Contract-Video Surveillance 11,725.00 83.33 -11,641.67 11,725.00 416.65 -11,308.35 1,000.00
4430-18-000 Contract-Alarm Monitoring 0.00 83.33 83.33 1,035.00 416.65 -618.35 1,000.00
4430-19-000 Contract-Sprinkler Monitoring 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4430-99-000 Contract Costs-Other 0.00 0.00 0.00 2,993.91 0.00 -2,993.91 0.00
4439-00-000 Total Contract Costs 12,411.25 1,166.65 -11,244.60 18,571.50 5,833.25 -12,738.25 14,000.00
4499-00-000 | TOTAL MAINTENANCE AND OPERATIONAL EXPENSES 13,607.51 3,001.48 -10,606.03 21,065.41 15,007.40 -6,058.01 36,018.00
4500-00-000 | GENERAL EXPENSES

4510-00-000 Insurance-Other 0.00 16.67 16.67 0.00 83.35 83.35 200.00
4510-10-000 Property Insurance 0.00 282.92 282.92 0.00 1,414.60 1,414.60 3,395.00
4510-20-000 Liability Insurance 0.00 62.50 62.50 0.00 312.50 312.50 750.00
4510-30-000 Workmen's Compensation 0.00 40.83 40.83 0.00 204.15 204.15 490.00
4570-00-000 Bad Debt-Tenant Rents 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4599-00-000 | TOTAL GENERAL EXPENSES 0.00 444.59 444.59 0.00 2,222.95 2,222.95 5,335.00
4800-00-000 | FINANCING EXPENSE

4851-00-000 Interest Expense-Loan 1 11,005.67 2,166.67 -8,839.00 31,598.53 10,833.35 -20,765.18 26,000.00
4899-00-000 | TOTAL FINANCING EXPENSES 11,005.67 2,166.67 -8,839.00 31,598.53 10,833.35 -20,765.18 26,000.00
8000-00-000 | TOTAL EXPENSES 28,158.95 9,437.22 -18,721.73 69,177.45 47,186.10 -21,991.35 113,247.00
9000-00-000 | NET INCOME -7,102.80 7,100.37 -14,203.17 20,040.30 35,501.85 -15,461.55 85,204.00
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COURT SQUARE THEATER

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
2999-99-999 | Revenue & Expenses
3000-00-000 | INCOME
3600-00-000 | OTHER INCOME
3650-00-000 Miscellaneous Other Income 1,000.00 0.00 1,000.00 12,534.04 0.00 12,534.04 0.00
3699-00-000 | TOTAL OTHER INCOME 1,000.00 0.00 1,000.00 12,534.04 0.00 12,534.04 0.00
3999-00-000 | TOTAL INCOME 1,000.00 0.00 1,000.00 12,534.04 0.00 12,534.04 0.00
4000-00-000 | EXPENSES
4100-00-000 | ADMINISTRATIVE EXPENSES
4130-00-000 Legal Expense
4130-04-000 General Legal Expense 0.00 0.00 0.00 276.50 0.00 -276.50 0.00
4131-00-000 Total Legal Expense 0.00 0.00 0.00 276.50 0.00 -276.50 0.00
4170-00-000 Accounting Fees 99.00 0.00 -99.00 99.00 0.00 -99.00 0.00
4189-00-000 Total Other Admin Expenses 99.00 0.00 -99.00 99.00 0.00 -99.00 0.00
4190-00-000 Miscellaneous Admin Expenses
4190-04-000 Office Supplies 0.00 0.00 0.00 99.00 0.00 -99.00 0.00
4190-07-000 Telephone & Internet 0.00 0.00 0.00 1,288.39 0.00 -1,288.39 0.00
4190-13-000 IT/Website Maintenance 0.00 0.00 0.00 1,250.48 0.00 -1,250.48 0.00
4190-22-000 Other Misc Admin Expenses 0.00 0.00 0.00 352.00 0.00 -352.00 0.00
4191-00-000 Total Miscellaneous Admin Expenses 0.00 0.00 0.00 2,989.87 0.00 -2,989.87 0.00
4199-00-000 | TOTAL ADMINISTRATIVE EXPENSES 99.00 0.00 -99.00 3,365.37 0.00 -3,365.37 0.00
4300-00-000 | UTILITY EXPENSES
4310-00-000 Water 106.62 0.00 -106.62 358.81 0.00 -358.81 0.00
4320-00-000 Electricity 472.49 0.00 -472.49 1,937.68 0.00 -1,937.68 0.00
4330-00-000 Gas 70.51 0.00 -70.51 376.11 0.00 -376.11 0.00
4330-01-000 Gas-Vacant Units 0.00 0.00 0.00 46.71 0.00 -46.71 0.00
4390-00-000 Sewer & Trash 48.98 0.00 -48.98 164.27 0.00 -164.27 0.00
4399-00-000 | TOTAL UTILITY EXPENSES 698.60 0.00 -698.60 2,883.58 0.00 -2,883.58 0.00
4400-00-000 | MAINTENANCE AND OPERATIONAL EXPENSES
4420-00-000 Materials
4420-07-000 Supplies-Maint/Repairs 337.16 0.00 -337.16 337.16 0.00 -337.16 0.00
4429-00-000 Total Materials 337.16 0.00 -337.16 337.16 0.00 -337.16 0.00
4430-00-000 Contract Costs
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COURT SQUARE THEATER

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual

4430-04-000 Contract-Snow Removal 58.50 0.00 -58.50 58.50 0.00 -58.50 0.00
4430-10-000 Contract-Janitorial/Cleaning 224.40 0.00 -224.40 277.21 0.00 -277.21 0.00
4430-18-000 Contract-Alarm Monitoring 0.00 0.00 0.00 855.36 0.00 -855.36 0.00
4430-99-000 Contract Costs-Other 0.00 0.00 0.00 2,942.06 0.00 -2,942.06 0.00
4439-00-000 Total Contract Costs 282.90 0.00 -282.90 4,133.13 0.00 -4,133.13 0.00
4499-00-000 | TOTAL MAINTENANCE AND OPERATIONAL EXPENSES 620.06 0.00 -620.06 4,470.29 0.00 -4,470.29 0.00]
4500-00-000 | GENERAL EXPENSES

4510-00-000 Insurance-Other 0.00 0.00 0.00 177.98 0.00 -177.98 0.00
4510-10-000 Property Insurance 357.06 0.00 -357.06 357.06 0.00 -357.06 0.00
4521-00-000 Misc. Taxes/Licenses/Insurance 0.00 0.00 0.00 100.29 0.00 -100.29 0.00
4599-00-000 | TOTAL GENERAL EXPENSES 357.06 0.00 -357.06 635.33 0.00 -635.33 0.00
8000-00-000 | TOTAL EXPENSES 1,774.72 0.00 -1,774.72 11,354.57 0.00 -11,354.57 0.00
9000-00-000 | NET INCOME -774.72 0.00 -774.72 1,179.47 0.00 1,179.47 0.00
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HOUSING CHOICE VOUCHER PROGRAM (incl. MTW, MS5, and FSS Grant)

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
2999-99-999 | Revenue & Expenses
3000-00-000 | INCOME
3400-00-000 | GRANT INCOME
3410-01-000 Section 8 HAP Earned 723,824.00 631,445.50 92,378.50 3,530,511.00 3,157,227.50 373,283.50 7,577,346.00
3410-02-000 Section 8 Admin. Fee Income 49,471.00 45,553.50 3,917.50 267,450.00 227,767.50 39,682.50 546,642.00
3410-03-000 Section 8 FSS Grant Income 11,965.22 11,466.00 499.22 54,656.19 57,330.00 -2,673.81 137,592.00
3410-04-000 Port-In Admin Fees Earned 579.75 100.00 479.75 3,019.51 500.00 2,519.51 1,200.00
3410-06-000 Port In HAP Earned 10,273.00 2,500.00 7,773.00 51,542.00 12,500.00 39,042.00 30,000.00
3499-00-000 | TOTAL GRANT INCOME 796,112.97 691,065.00 105,047.97 3,907,178.70 3,455,325.00 451,853.70 8,292,780.00
3600-00-000 | OTHER INCOME
3640-00-000 Fraud Recovery-HAP 26.60 833.33 -806.73 3,968.31 4,166.65 -198.34 10,000.00
3640-01-000 Fraud Recovery-ADM 26.60 833.33 -806.73 3,968.32 4,166.65 -198.33 10,000.00
3699-00-000 | TOTAL OTHER INCOME 53.20 1,666.66 -1,613.46 7,936.63 8,333.30 -396.67 20,000.00
3999-00-000 | TOTAL INCOME 796,166.17 692,731.66 103,434.51 3,915,115.33 3,463,658.30 451,457.03 8,312,780.00
4000-00-000 | EXPENSES
4100-00-000 | ADMINISTRATIVE EXPENSES
4100-99-000 Administrative Salaries
4110-00-000 Administrative Salaries 43,898.81 27,254.17 -16,644.64 148,835.88 136,270.85 -12,565.03 327,050.00
4110-04-000 Employee Benefit Contribution-Admin 10,488.62 9,365.58 -1,123.04 44,459.87 46,827.90 2,368.03 112,387.00
4110-20-400 Administrative Salaries-FSS 13,481.30 8,065.25 -5,416.05 49,431.39 40,326.25 -9,105.14 96,783.00
4110-21-400 Employee Benefits Contribution-FSS 3,658.54 2,993.33 -665.21 15,771.93 14,966.65 -805.28 35,920.00
4110-30-100 Administrative Salaries-MS5 2,804.82 2,363.33 -441.49 16,394.84 11,816.65 -4,578.19 28,360.00
4110-30-101 Employee Benefits Contribution-MS5 214.12 388.92 174.80 714.27 1,944.60 1,230.33 4,667.00
4110-99-000 Total Administrative Salaries 74,546.21 50,430.58 -24,115.63 275,608.18 252,152.90 -23,455.28 605,167.00
4130-00-000 Legal Expense
4130-02-000 Criminal Background Checks 42.00 333.33 291.33 1,533.00 1,666.65 133.65 4,000.00
4131-00-000 Total Legal Expense 42.00 333.33 291.33 1,533.00 1,666.65 133.65 4,000.00
4140-00-000 Staff Training 179.00 1,083.33 904.33 4,110.00 5,416.65 1,306.65 13,000.00
4140-01-400 Staff Training-FSS 0.00 407.42 407.42 6,592.72 2,037.10 -4,555.62 4,889.00
4150-00-000 Travel 3,060.32 1,083.33 -1,976.99 7,878.87 5,416.65 -2,462.22 13,000.00
4171-00-000 Auditing Fees 0.00 833.33 833.33 0.00 4,166.65 4,166.65 10,000.00
4172-00-000 Port Out Admin Fee Paid 176.39 208.34 31.95 1,098.98 1,041.70 -57.28 2,500.00
4189-00-000 Total Other Admin Expenses 3,236.71 2,125.00 -1,111.71 8,977.85 10,625.00 1,647.15 25,500.00
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HOUSING CHOICE VOUCHER PROGRAM (incl. MTW, MS5, and FSS Grant)

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
4190-00-000 Miscellaneous Admin Expenses
4190-01-000 Membership and Fees 0.00 0.00 0.00 435.00 0.00 -435.00 0.00
4190-04-000 Office Supplies 54.95 166.67 111.72 564.73 833.35 268.62 2,000.00
4190-05-000 Fuel-Administrative 104.99 75.00 -29.99 526.61 375.00 -151.61 900.00
4190-06-000 Compliance 3,678.00 500.00 -3,178.00 9,684.50 2,500.00 -7,184.50 6,000.00
4190-07-000 Telephone & Internet 503.89 250.00 -253.89 2,371.78 1,250.00 -1,121.78 3,000.00
4190-08-000 Postage 55.80 125.17 69.37 1,360.60 625.85 -734.75 1,502.00
4190-10-000 Copiers 158.10 125.00 -33.10 765.64 625.00 -140.64 1,500.00
4190-12-000 Software 0.00 1,833.33 1,833.33 4,318.12 9,166.65 4,848.53 22,000.00
4190-13-000 IT/Website Maintenance 2,603.77 208.33 -2,395.44 7,507.39 1,041.65 -6,465.74 2,500.00
4190-22-000 Other Misc Admin Expenses -1,392.14 0.00 1,392.14 35,510.25 0.00 -35,510.25 0.00
4191-00-000 Total Miscellaneous Admin Expenses 5,767.36 3,283.50 -2,483.86 63,044.62 16,417.50 -46,627.12 39,402.00
4199-00-000 | TOTAL ADMINISTRATIVE EXPENSES 83,771.28 57,663.16 -26,108.12 359,866.37 288,315.80 -71,550.57 691,958.00
4200-00-000 | TENANT SERVICES
4220-01-000 Other Tenant Svcs. 360.00 289.66 -70.34 520.00 1,448.30 928.30 3,476.00
4220-02-000 Tenant FSS Goal Incentives 0.00 0.00 0.00 925.00 0.00 -925.00 0.00
4299-00-000 | TOTAL TENANT SERVICES EXPENSES 360.00 289.66 -70.34 1,445.00 1,448.30 3.30 3,476.00
4500-00-000 | GENERAL EXPENSES
4510-00-000 Insurance-Other 153.54 0.00 -153.54 747.89 0.00 -747.89 0.00
4510-10-000 Property Insurance 54.78 0.00 -54.78 266.83 0.00 -266.83 0.00
4510-20-000 Liability Insurance 14.01 0.00 -14.01 68.25 0.00 -68.25 0.00
4510-30-000 Workmen's Compensation 493.34 0.00 -493.34 2,403.04 0.00 -2,403.04 0.00
4570-01-000 Bad Debt-Other 0.00 0.00 0.00 7,441.03 0.00 -7,441.03 0.00
4599-00-000 | TOTAL GENERAL EXPENSES 715.67 0.00 -715.67 10,927.04 0.00 -10,927.04 0.00
4700-00-000 | HOUSING ASSISTANCE PAYMENTS
4715-00-000 Housing Assistance Payments 722,408.00 618,445.50 -103,962.50 3,618,356.00 3,092,227.50 -526,128.50 7,421,346.00
4715-01-000 Tenant Utility Payments-Voucher 4,706.00 8,750.00 4,044.00 24,617.00 43,750.00 19,133.00 105,000.00
4715-02-000 Port Out HAP Payments 4,748.00 2,500.00 -2,248.00 28,451.00 12,500.00 -15,951.00 30,000.00
4715-05-000 Tenant Deposit Assistance(SD/Util) 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4715-07-000 Tenant FSS Goal Incentives 5,025.00 3,333.33 -1,691.67 21,550.00 16,666.65 -4,883.35 40,000.00
4715-08-000 Landlord Incentives 1,250.00 1,666.67 416.67 2,557.28 8,333.35 5,776.07 20,000.00
4799-00-000 | TOTAL HOUSING ASSISTANCE PAYMENTS 738,137.00 634,778.83 -103,358.17 3,695,531.28 3,173,894.15 -521,637.13 7,617,346.00
8000-00-000 | TOTAL EXPENSES 822,983.95 692,731.65 -130,252.30 4,067,769.69 3,463,658.25 -604,111.44 8,312,780.00
9000-00-000 | NET INCOME -26,817.78 0.01 -26,817.79 -152,654.36 0.05 -152,654.41 0.00
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JR POLLY LINEWEAVER APARTMENTS (incl. Service Coordinator Grant)

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
2999-99-999 | Revenue & Expenses
3000-00-000 | INCOME
3100-00-000 | TENANT INCOME
3101-00-000 Rental Income
3111-00-000 Tenant Rent 20,992.20 17,757.50 3,234.70 84,386.61 88,787.50 -4,400.89 213,090.00
3112-00-000 50059 HAP Subsidy 24,711.00 24,724.50 -13.50 123,089.00 123,622.50 -533.50 296,694.00
3119-00-000 Total Rental Income 45,703.20 42,482.00 3,221.20 207,475.61 212,410.00 -4,934.39 509,784.00
3120-00-000 Other Tenant Income
3120-01-000 Laundry and Vending 487.00 333.33 153.67 2,223.25 1,666.65 556.60 4,000.00
3120-03-000 Damages 354.77 333.33 21.44 3,942.77 1,666.65 2,276.12 4,000.00
3120-04-000 Late Charges 192.50 83.33 109.17 785.00 416.65 368.35 1,000.00
3120-08-000 Workorders/Maint Charges 30.00 83.33 -53.33 -1.00 416.65 -417.65 1,000.00
3120-11-000 Collection Loss-Tenants 0.00 0.00 0.00 10,731.59 0.00 10,731.59 0.00
3129-00-000 Total Other Tenant Income 1,064.27 833.32 230.95 17,681.61 4,166.60 13,515.01 10,000.00
3199-00-000 | TOTAL TENANT INCOME 46,767.47 43,315.32 3,452.15 225,157.22 216,576.60 8,580.62 519,784.00
3400-00-000 | GRANT INCOME
3410-20-300 Service Coordinator Grant (SC) 0.00 6,526.75 -6,526.75 3,422.20 32,633.75 -29,211.55 78,321.00
3499-00-000 | TOTAL GRANT INCOME 0.00 6,526.75 -6,526.75 3,422.20 32,633.75 -29,211.55 78,321.00
3999-00-000 | TOTAL INCOME 46,767.47 49,842.07 -3,074.60 228,579.42 249,210.35 -20,630.93 598,105.00
4000-00-000 | EXPENSES
4100-00-000 | ADMINISTRATIVE EXPENSES
4100-99-000 Administrative Salaries
4110-00-000 Administrative Salaries 6,258.60 3,703.33 -2,555.27 19,572.11 18,516.65 -1,055.46 44,440.00
4110-04-000 Employee Benefit Contribution-Admin 1,863.08 1,388.42 -474.66 7,507.52 6,942.10 -565.42 16,661.00
4110-99-000 Total Administrative Salaries 8,121.68 5,091.75 -3,029.93 27,079.63 25,458.75 -1,620.88 61,101.00
4130-00-000 Legal Expense
4130-01-000 Unlawful Detainers/Writs 0.00 41.67 41.67 25.00 208.35 183.35 500.00
4130-02-000 Criminal Background Checks 0.00 25.00 25.00 63.00 125.00 62.00 300.00
4130-04-000 General Legal Expense 0.00 250.00 250.00 2,050.01 1,250.00 -800.01 3,000.00
4131-00-000 Total Legal Expense 0.00 316.67 316.67 2,138.01 1,583.35 -554.66 3,800.00
4140-00-000 Staff Training 0.00 83.33 83.33 59.99 416.65 356.66 1,000.00
4150-00-000 Travel 499.02 83.33 -415.69 499.02 416.65 -82.37 1,000.00
4171-00-000 Auditing Fees 0.00 166.67 166.67 0.00 833.35 833.35 2,000.00
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JR POLLY LINEWEAVER APARTMENTS (incl. Service Coordinator Grant)

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
4189-00-000 Total Other Admin Expenses 499.02 250.00 -249.02 499.02 1,250.00 750.98 3,000.00
4190-00-000 Miscellaneous Admin Expenses
4190-01-000 Membership and Fees 0.00 16.67 16.67 0.00 83.35 83.35 200.00
4190-03-000 Advertising 0.00 20.83 20.83 155.05 104.15 -50.90 250.00
4190-04-000 Office Supplies 0.00 41.67 41.67 6.55 208.35 201.80 500.00
4190-06-000 Compliance 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4190-07-000 Telephone & Internet 390.67 250.00 -140.67 1,732.92 1,250.00 -482.92 3,000.00
4190-08-000 Postage 10.80 41.67 30.87 301.60 208.35 -93.25 500.00
4190-10-000 Copiers 26.37 50.00 23.63 169.44 250.00 80.56 600.00
4190-12-000 Software 0.00 416.67 416.67 229.08 2,083.35 1,854.27 5,000.00
4190-13-000 IT/Website Maintenance 503.95 166.67 -337.28 1,542.76 833.35 -709.41 2,000.00
4190-18-000 Small Office Equipment 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4190-22-000 Other Misc Admin Expenses -77.34 83.33 160.67 -1,585.08 416.65 2,001.73 1,000.00
4191-00-000 Total Miscellaneous Admin Expenses 854.45 1,170.85 316.40 2,552.32 5,854.25 3,301.93 14,050.00
4199-00-000 | TOTAL ADMINISTRATIVE EXPENSES 9,475.15 6,912.60 -2,562.55 32,328.97 34,563.00 2,234.03 82,951.00
4200-00-000 | TENANT SERVICES
4210-20-300 Tenant Services-Salaries 4,651.80 4,553.33 -98.47 18,153.20 22,766.65 4,613.45 54,640.00
4211-20-300 Tenant Services-Benefits 1,229.64 1,104.58 -125.06 4,791.79 5,522.90 731.11 13,255.00
4220-01-000 Other Tenant Svcs. 1,836.62 1,833.33 -3.29 14,867.61 9,166.65 -5,700.96 22,000.00
4240-20-300 Tenant Services-Other Direct Costs 310.81 472.17 161.36 1,399.24 2,360.85 961.61 5,666.00
4241-20-300 Tenant Services-Training 0.00 188.33 188.33 0.00 941.65 941.65 2,260.00
4242-20-300 Tenant Services-Supplies & Materials 14.73 83.33 68.60 14.73 416.65 401.92 1,000.00
4243-20-300 Tenant Services-Travel 0.00 125.00 125.00 0.00 625.00 625.00 1,500.00
4299-00-000 | TOTAL TENANT SERVICES EXPENSES 8,043.60 8,360.07 316.47 39,226.57 41,800.35 2,573.78 100,321.00
4300-00-000 | UTILITY EXPENSES
4310-00-000 Water 839.16 1,000.00 160.84 4,395.60 5,000.00 604.40 12,000.00
4320-00-000 Electricity 6,332.13 5,833.33 -498.80 45,500.07 29,166.65 -16,333.42 70,000.00
4390-00-000 Sewer & Trash 1,834.58 2,333.33 498.75 9,466.75 11,666.65 2,199.90 28,000.00
4399-00-000 | TOTAL UTILITY EXPENSES 9,005.87 9,166.66 160.79 59,362.42 45,833.30 -13,529.12 110,000.00
4400-00-000 | MAINTENANCE AND OPERATIONAL EXPENSES
4400-99-000 General Maint Expense
4410-00-000 Maintenance Salaries 6,997.17 5,196.67 -1,800.50 27,119.16 25,983.35 -1,135.81 62,360.00
4410-05-000 Employee Benefit Contribution-Maint. 1,585.16 2,159.58 574.42 7,316.72 10,797.90 3,481.18 25,915.00
4419-00-000 Total General Maint Expense 8,582.33 7,356.25 -1,226.08 34,435.88 36,781.25 2,345.37 88,275.00
4420-00-000 Materials
4420-01-000 Supplies-Grounds 0.00 25.00 25.00 0.00 125.00 125.00 300.00
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4420-02-000 Supplies-Appliance 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4420-03-000 Supplies-Unit Turnover 95.25 291.67 196.42 286.37 1,458.35 1,171.98 3,500.00
4420-04-000 Supplies-Electrical 0.00 333.33 333.33 466.54 1,666.65 1,200.11 4,000.00
4420-05-000 Supplies-Fuel & Parts 20.32 66.67 46.35 294.38 333.35 38.97 800.00
4420-06-000 Supplies-Janitorial/Cleaning 140.10 83.33 -56.77 164.31 416.65 252.34 1,000.00
4420-07-000 Supplies-Maint/Repairs 715.00 416.67 -298.33 1,003.64 2,083.35 1,079.71 5,000.00
4420-08-000 Supplies-Plumbing 0.00 250.00 250.00 939.10 1,250.00 310.90 3,000.00
4420-09-000 Tools and Equipment 0.00 62.50 62.50 0.00 312.50 312.50 750.00
4420-10-000 Maintenance Paper/Supplies 0.00 20.83 20.83 0.00 104.15 104.15 250.00
4420-11-000 Supplies-HVAC 0.00 208.33 208.33 0.00 1,041.65 1,041.65 2,500.00
4420-12-000 Supplies-Exterior Supplies 0.00 50.00 50.00 0.00 250.00 250.00 600.00
4429-00-000 Total Materials 970.67 1,891.66 920.99 3,154.34 9,458.30 6,303.96 22,700.00
4430-00-000 Contract Costs

4430-03-000 Contract-Trash Collection 682.74 0.00 -682.74 3,378.60 0.00 -3,378.60 0.00
4430-04-000 Contract-Snow Removal 0.00 83.33 83.33 1,087.50 416.65 -670.85 1,000.00
4430-05-000 Contract-Unit Turnover 0.00 833.33 833.33 2,216.24 4,166.65 1,950.41 10,000.00
4430-06-000 Contract-Electrical 768.06 166.67 -601.39 2,468.17 833.35 -1,634.82 2,000.00
4430-07-000 Contract-Pest Control 656.40 1,333.33 676.93 2,382.00 6,666.65 4,284.65 16,000.00
4430-08-000 Contract-Floor Covering 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4430-09-000 Contract-Grounds 0.00 50.00 50.00 0.00 250.00 250.00 600.00
4430-10-000 Contract-Janitorial/Cleaning 220.35 200.00 -20.35 939.60 1,000.00 60.40 2,400.00
4430-11-000 Contract-Plumbing 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4430-13-000 Contract-HVAC 1,500.00 416.67 -1,083.33 3,229.16 2,083.35 -1,145.81 5,000.00
4430-15-000 Contract-Video Surveillance 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4430-17-000 Contract-Elevator Maintenance -1,450.00 1,750.00 3,200.00 8,324.64 8,750.00 425.36 21,000.00;
4430-18-000 Contract-Alarm Monitoring 188.75 66.67 -122.08 541.25 333.35 -207.90 800.00
4430-19-000 Contract-Sprinkler Monitoring 0.00 100.00 100.00 1,135.00 500.00 -635.00 1,200.00
4430-99-000 Contract Costs-Other 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4439-00-000 Total Contract Costs 2,566.30 5,250.00 2,683.70 25,702.16 26,250.00 547.84 63,000.00
4499-00-000 | TOTAL MAINTENANCE AND OPERATIONAL EXPENSES 12,119.30 14,497.91 2,378.61 63,292.38 72,489.55 9,197.17 173,975.00
4500-00-000 | GENERAL EXPENSES

4510-00-000 Insurance-Other 354.97 339.67 -15.30 1,786.72 1,698.35 -88.37 4,076.00
4510-10-000 Property Insurance 418.71 451.92 33.21 2,039.53 2,259.60 220.07 5,423.00
4510-20-000 Liability Insurance 226.68 238.33 11.65 1,104.16 1,191.65 87.49 2,860.00
4510-30-000 Workmen's Compensation 113.85 143.33 29.48 554.55 716.65 162.10 1,720.00
4570-00-000 Bad Debt-Tenant Rents 0.00 0.00 0.00 10,692.59 0.00 -10,692.59 0.00
4599-00-000 | TOTAL GENERAL EXPENSES 1,114.21 1,173.25 59.04 16,177.55 5,866.25 -10,311.30 14,079.00
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JR POLLY LINEWEAVER APARTMENTS (incl. Service Coordinator Grant)

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
4800-00-000 | FINANCING EXPENSE
4851-00-000 Interest Expense-Loan 1 1,636.64 1,502.67 -133.97 8,460.85 7,513.35 -947.50 18,032.00
4899-00-000 | TOTAL FINANCING EXPENSES 1,636.64 1,502.67 -133.97 8,460.85 7,513.35 -947.50 18,032.00
8000-00-000 | TOTAL EXPENSES 41,394.77 41,613.16 218.39 218,848.74 208,065.80 -10,782.94 499,358.00
9000-00-000 | NET INCOME 5,372.70 8,228.91 -2,856.21 9,730.68 41,144.55 -31,413.87 98,747.00
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FRANKLIN HEIGHTS LLC

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
2999-99-999 | Revenue & Expenses
3000-00-000 | INCOME
3100-00-000 | TENANT INCOME
3101-00-000 Rental Income
3111-00-000 Tenant Rent 49,411.25 45,833.33 3,577.92 247,618.86 229,166.65 18,452.21 550,000.00
3112-06-000 PBV HAP Subsidy 151,496.00 164,173.58 -12,677.58 801,651.00 820,867.90 -19,216.90 1,970,083.00
3119-00-000 Total Rental Income 200,907.25 210,006.91 -9,099.66 1,049,269.86 1,050,034.55 -764.69 2,520,083.00
3120-00-000 Other Tenant Income
3120-03-000 Damages 1,083.00 1,666.67 -583.67 14,261.58 8,333.35 5,928.23 20,000.00
3120-04-000 Late Charges 1,531.00 833.33 697.67 5,536.00 4,166.65 1,369.35 10,000.00
3120-06-000 NSF Charges 25.00 8.33 16.67 25.00 41.65 -16.65 100.00
3120-07-000 Tenant Owed Utilities 90.00 100.00 -10.00 420.00 500.00 -80.00 1,200.00
3120-08-000 Workorders/Maint Charges 59.62 166.67 -107.05 306.62 833.35 -526.73 2,000.00
3120-09-000 Misc.Tenant Income 0.00 0.00 0.00 25.00 0.00 25.00 0.00
3120-11-000 Collection Loss-Tenants 0.00 141.67 -141.67 0.00 708.35 -708.35 1,700.00
3129-00-000 Total Other Tenant Income 2,788.62 2,916.67 -128.05 20,574.20 14,583.35 5,990.85 35,000.00
3199-00-000 | TOTAL TENANT INCOME 203,695.87 212,923.58 -9,227.71 1,069,844.06 1,064,617.90 5,226.16 2,555,083.00
3600-00-000 | OTHER INCOME
3610-00-000 Investment Income - Unrestricted 1,687.41 0.00 1,687.41 9,045.39 0.00 9,045.39 0.00
3699-00-000 | TOTAL OTHER INCOME 1,687.41 0.00 1,687.41 9,045.39 0.00 9,045.39 0.00
3999-00-000 | TOTAL INCOME 205,383.28 212,923.58 -7,540.30 1,078,889.45 1,064,617.90 14,271.55 2,555,083.00
4000-00-000 | EXPENSES
4100-00-000 | ADMINISTRATIVE EXPENSES
4100-99-000 Administrative Salaries
4110-00-000 Administrative Salaries 36,997.70 31,348.17 -5,649.53 134,726.39 156,740.85 22,014.46 376,178.00
4110-04-000 Employee Benefit Contribution-Admin 9,443.04 9,630.25 187.21 39,626.34 48,151.25 8,524.91 115,563.00
4110-99-000 Total Administrative Salaries 46,440.74 40,978.42 -5,462.32 174,352.73 204,892.10 30,539.37 491,741.00
4130-00-000 Legal Expense
4130-01-000 Unlawful Detainers/Writs -101.00 41.67 142.67 -37.00 208.35 245.35 500.00
4130-02-000 Criminal Background Checks 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4130-04-000 General Legal Expense 0.00 833.33 833.33 5,183.82 4,166.65 -1,017.17 10,000.00
4131-00-000 Total Legal Expense -101.00 916.67 1,017.67 5,146.82 4,583.35 -563.47 11,000.00
4140-00-000 Staff Training 1,295.00 1,250.00 -45.00 4,051.95 6,250.00 2,198.05 15,000.00
4150-00-000 Travel 789.33 1,250.00 460.67 8,706.95 6,250.00 -2,456.95 15,000.00
4171-00-000 Auditing Fees 0.00 208.33 208.33 0.00 1,041.65 1,041.65 2,500.00
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FRANKLIN HEIGHTS LLC

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
4189-00-000 Total Other Admin Expenses 789.33 1,458.33 669.00 8,706.95 7,291.65 -1,415.30 17,500.00
4190-00-000 Miscellaneous Admin Expenses
4190-01-000 Membership and Fees 0.00 208.33 208.33 433.00 1,041.65 608.65 2,500.00
4190-02-000 Publications 228.80 83.33 -145.47 228.80 416.65 187.85 1,000.00
4190-03-000 Advertising 228.41 83.33 -145.08 734.61 416.65 -317.96 1,000.00
4190-04-000 Office Supplies 161.07 416.67 255.60 973.42 2,083.35 1,109.93 5,000.00
4190-06-000 Compliance 0.00 416.67 416.67 725.00 2,083.35 1,358.35 5,000.00
4190-07-000 Telephone & Internet 659.17 750.00 90.83 3,367.52 3,750.00 382.48 9,000.00
4190-08-000 Postage 55.80 375.00 319.20 1,337.20 1,875.00 537.80 4,500.00
4190-10-000 Copiers 147.57 250.00 102.43 771.94 1,250.00 478.06 3,000.00
4190-12-000 Software 533.40 2,083.33 1,549.93 6,130.58 10,416.65 4,286.07 25,000.00
4190-13-000 IT/Website Maintenance 2,603.77 416.67 -2,187.10 7,330.38 2,083.35 -5,247.03 5,000.00
4190-18-000 Small Office Equipment 0.00 1,333.33 1,333.33 2,894.63 6,666.65 3,772.02 16,000.00
4190-22-000 Other Misc Admin Expenses 66.69 416.67 349.98 -8,059.98 2,083.35 10,143.33 5,000.00
4191-00-000 Total Miscellaneous Admin Expenses 4,684.68 6,833.33 2,148.65 16,867.10 34,166.65 17,299.55 82,000.00
4199-00-000 | TOTAL ADMINISTRATIVE EXPENSES 53,108.75 51,436.75 -1,672.00 209,125.55 257,183.75 48,058.20 617,241.00
4200-00-000 | TENANT SERVICES
4220-01-000 Other Tenant Svcs. 30.24 250.00 219.76 14,309.80 1,250.00 -13,059.80 3,000.00
4299-00-000 | TOTAL TENANT SERVICES EXPENSES 30.24 250.00 219.76 14,309.80 1,250.00 -13,059.80 3,000.00
4300-00-000 | UTILITY EXPENSES
4310-00-000 Water 3,161.74 3,166.67 4.93 16,125.56 15,833.35 -292.21 38,000.00
4320-00-000 Electricity 884.28 916.67 32.39 5,580.50 4,583.35 -997.15 11,000.00
4330-00-000 Gas 151.32 250.00 98.68 1,815.51 1,250.00 -565.51 3,000.00
4390-00-000 Sewer & Trash 2,258.94 3,583.33 1,324.39 11,470.37 17,916.65 6,446.28 43,000.00
4399-00-000 | TOTAL UTILITY EXPENSES 6,456.28 7,916.67 1,460.39 34,991.94 39,583.35 4,591.41 95,000.00
4400-00-000 | MAINTENANCE AND OPERATIONAL EXPENSES
4400-99-000 General Maint Expense
4410-00-000 Maintenance Salaries 26,869.80 20,362.75 -6,507.05 97,214.44 101,813.75 4,599.31 244,353.00
4410-05-000 Employee Benefit Contribution-Maint. 5,259.98 7,369.83 2,109.85 23,794.90 36,849.15 13,054.25 88,438.00
4419-00-000 Total General Maint Expense 32,129.78 27,732.58 -4,397.20 121,009.34 138,662.90 17,653.56 332,791.00
4420-00-000 Materials
4420-01-000 Supplies-Grounds 202.25 250.00 47.75 971.86 1,250.00 278.14 3,000.00
4420-02-000 Supplies-Appliance 0.00 250.00 250.00 592.38 1,250.00 657.62 3,000.00
4420-03-000 Supplies-Unit Turnover -1,580.69 833.33 2,414.02 0.00 4,166.65 4,166.65 10,000.00
4420-04-000 Supplies-Electrical 65.52 833.33 767.81 528.71 4,166.65 3,637.94 10,000.00
4420-05-000 Supplies-Fuel & Parts 104.99 333.33 228.34 1,542.56 1,666.65 124.09 4,000.00
4420-06-000 Supplies-Janitorial/Cleaning 749.16 416.67 -332.49 1,900.30 2,083.35 183.05 5,000.00
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FRANKLIN HEIGHTS LLC

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - May 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual

4420-07-000 Supplies-Maint/Repairs -255.13 1,666.67 1,921.80 1,505.91 8,333.35 6,827.44 20,000.00
4420-08-000 Supplies-Plumbing -159.26 583.33 742.59 723.02 2,916.65 2,193.63 7,000.00
4420-09-000 Tools and Equipment 0.00 333.33 333.33 921.34 1,666.65 745.31 4,000.00
4420-10-000 Maintenance Paper/Supplies 0.00 66.67 66.67 0.00 333.35 333.35 800.00
4420-11-000 Supplies-HVAC 0.00 416.67 416.67 0.00 2,083.35 2,083.35 5,000.00
4420-12-000 Supplies-Exterior Supplies 0.00 416.67 416.67 0.00 2,083.35 2,083.35 5,000.00
4429-00-000 Total Materials -873.16 6,400.00 7,273.16 8,686.08 32,000.00 23,313.92 76,800.00
4430-00-000 Contract Costs

4430-03-000 Contract-Trash Collection 364.60 375.00 10.40 1,898.23 1,875.00 -23.23 4,500.00
4430-04-000 Contract-Snow Removal 0.00 166.67 166.67 7,960.00 833.35 -7,126.65 2,000.00
4430-05-000 Contract-Unit Turnover 0.00 416.67 416.67 798.14 2,083.35 1,285.21 5,000.00
4430-06-000 Contract-Electrical 1,945.50 83.33 -1,862.17 1,945.50 416.65 -1,528.85 1,000.00
4430-07-000 Contract-Pest Control 166.51 833.33 666.82 832.55 4,166.65 3,334.10 10,000.00
4430-08-000 Contract-Floor Covering 0.00 83.33 83.33 480.92 416.65 -64.27 1,000.00
4430-09-000 Contract-Grounds 0.00 833.33 833.33 1,989.07 4,166.65 2,177.58 10,000.00
4430-10-000 Contract-Janitorial/Cleaning 415.55 416.67 1.12 2,119.61 2,083.35 -36.26 5,000.00
4430-11-000 Contract-Plumbing 7.66 250.00 242.34 1,155.16 1,250.00 94.84 3,000.00
4430-12-000 Contract-Inspections 0.00 833.33 833.33 1,940.00 4,166.65 2,226.65 10,000.00
4430-13-000 Contract-HVAC 3,680.00 1,250.00 -2,430.00 12,772.41 6,250.00 -6,522.41 15,000.00
4430-15-000 Contract-Video Surveillance 0.00 10,000.00 10,000.00 725.00 50,000.00 49,275.00 120,000.00
4430-18-000 Contract-Alarm Monitoring 0.00 0.00 0.00 2,487.50 0.00 -2,487.50 0.00
4430-99-000 Contract Costs-Other 0.00 41.67 41.67 3,327.00 208.35 -3,118.65 500.00
4439-00-000 Total Contract Costs 6,579.82 15,583.33 9,003.51 40,431.09 77,916.65 37,485.56 187,000.00
4499-00-000 | TOTAL MAINTENANCE AND OPERATIONAL EXPENSES 37,836.44 49,715.91 11,879.47 170,126.51 248,579.55 78,453.04 596,591.00
4500-00-000 | GENERAL EXPENSES

4510-00-000 Insurance-Other 209.86 441.67 231.81 1,022.22 2,208.35 1,186.13 5,300.00
4510-10-000 Property Insurance 1,390.16 1,500.00 109.84 6,771.43 7,500.00 728.57 18,000.00
4510-20-000 Liability Insurance 739.75 791.67 51.92 3,603.30 3,958.35 355.05 9,500.00
4510-30-000 Workmen's Compensation 702.06 1,290.17 588.11 3,419.71 6,450.85 3,031.14 15,482.00
4521-00-000 Misc. Taxes/Licenses/Insurance 0.00 2,833.33 2,833.33 0.00 14,166.65 14,166.65 34,000.00
4570-00-000 Bad Debt-Tenant Rents 0.00 2,083.33 2,083.33 0.00 10,416.65 10,416.65 25,000.00
4599-00-000 | TOTAL GENERAL EXPENSES 3,041.83 8,940.17 5,898.34 14,816.66 44,700.85 29,884.19 107,282.00
4800-00-000 | FINANCING EXPENSE

4851-00-000 Interest Expense-Loan 1 2,399.67 15,743.00 13,343.33 74,639.41 78,715.00 4,075.59 188,916.00
4899-00-000 | TOTAL FINANCING EXPENSES 2,399.67 15,743.00 13,343.33 74,639.41 78,715.00 4,075.59 188,916.00
8000-00-000 | TOTAL EXPENSES 102,873.21 134,002.50 31,129.29 518,009.87 670,012.50 152,002.63 1,608,030.00
9000-00-000 | NET INCOME 102,510.07 78,921.08 23,588.99 560,879.58 394,605.40 166,274.18 947,053.00
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COMMERCE VILLAGE LLC

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - April 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
2999-99-999 | Revenue & Expenses
3000-00-000 | INCOME
3100-00-000 | TENANT INCOME
3101-00-000 Rental Income
3111-00-000 Tenant Rent 11,220.00 9,544.83 1,675.17 49,212.00 47,724.15 1,487.85 114,538.00
3112-06-000 PBV HAP Subsidy 12,362.00 14,317.17 -1,955.17 65,591.00 71,585.85 -5,994.85 171,806.00
3119-00-000 Total Rental Income 23,582.00 23,862.00 -280.00 114,803.00 119,310.00 -4,507.00 286,344.00
3120-00-000 Other Tenant Income
3120-01-000 Laundry and Vending 204.01 133.33 70.68 655.78 666.65 -10.87 1,600.00
3120-03-000 Damages 0.00 250.00 -250.00 87.06 1,250.00 -1,162.94 3,000.00
3120-04-000 Late Charges 260.00 41.67 218.33 659.00 208.35 450.65 500.00
3120-08-000 Workorders/Maint Charges 0.00 83.33 -83.33 10.00 416.65 -406.65 1,000.00
3129-00-000 Total Other Tenant Income 464.01 508.33 -44.32 1,411.84 2,541.65 -1,129.81 6,100.00
3199-00-000 | TOTAL TENANT INCOME 24,046.01 24,370.33 -324.32 116,214.84 121,851.65 -5,636.81 292,444.00
3600-00-000 | OTHER INCOME
3611-00-000 Investment Income - Restricted 343.14 358.33 -15.19 1,653.43 1,791.65 -138.22 4,300.00
3699-00-000 | TOTAL OTHER INCOME 343.14 358.33 -15.19 1,653.43 1,791.65 -138.22 4,300.00
3999-00-000 | TOTAL INCOME 24,389.15 24,728.66 -339.51 117,868.27 123,643.30 -5,775.03 296,744.00
4000-00-000 | EXPENSES
4100-00-000 | ADMINISTRATIVE EXPENSES
4100-99-000 Administrative Salaries
4110-00-000 Administrative Salaries 4,923.44 3,555.83 -1,367.61 17,854.77 17,779.15 -75.62 42,670.00
4110-04-000 Employee Benefit Contribution-Admin 1,350.63 1,175.17 -175.46 5,623.95 5,875.85 251.90 14,102.00
4110-99-000 Total Administrative Salaries 6,274.07 4,731.00 -1,543.07 23,478.72 23,655.00 176.28 56,772.00
4130-00-000 Legal Expense
4130-01-000 Unlawful Detainers/Writs 0.00 8.33 8.33 0.00 41.65 41.65 100.00
4130-02-000 Criminal Background Checks 0.00 8.33 8.33 0.00 41.65 41.65 100.00
4130-04-000 General Legal Expense 0.00 166.67 166.67 0.00 833.35 833.35 2,000.00
4131-00-000 Total Legal Expense 0.00 183.33 183.33 0.00 916.65 916.65 2,200.00
4140-00-000 Staff Training 0.00 83.33 83.33 439.00 416.65 -22.35 1,000.00
4150-00-000 Travel 1,070.57 100.00 -970.57 1,070.57 500.00 -570.57 1,200.00
4173-00-000 Management Fee 1,240.41 1,250.00 9.59 6,038.64 6,250.00 211.36 15,000.00
4189-00-000 Total Other Admin Expenses 2,310.98 1,350.00 -960.98 7,109.21 6,750.00 -359.21 16,200.00
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COMMERCE VILLAGE LLC

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - April 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual
4190-00-000 Miscellaneous Admin Expenses
4190-04-000 Office Supplies 0.00 8.33 8.33 58.10 41.65 -16.45 100.00
4190-06-000 Compliance 0.00 125.00 125.00 1,400.00 625.00 -775.00 1,500.00]
4190-07-000 Telephone & Internet 264.74 300.00 35.26 1,321.90 1,500.00 178.10 3,600.00
4190-08-000 Postage 5.40 20.83 15.43 160.80 104.15 -56.65 250.00
4190-10-000 Copiers 40.04 50.00 9.96 234.96 250.00 15.04 600.00
4190-12-000 Software 0.00 166.67 166.67 114.54 833.35 718.81 2,000.00
4190-13-000 IT/Website Maintenance 251.97 83.33 -168.64 721.37 416.65 -304.72 1,000.00
4190-18-000 Small Office Equipment 0.00 16.67 16.67 0.00 83.35 83.35 200.00
4190-21-000 HCC Fees 0.00 666.67 666.67 7,612.91 3,333.35 -4,279.56 8,000.00
4190-22-000 Other Misc Admin Expenses 6.00 41.67 35.67 -47.50 208.35 255.85 500.00
4191-00-000 Total Miscellaneous Admin Expenses 568.15 1,479.17 911.02 11,577.08 7,395.85 -4,181.23 17,750.00
4199-00-000 | TOTAL ADMINISTRATIVE EXPENSES 9,153.20 7,826.83 -1,326.37 42,604.01 39,134.15 -3,469.86 93,922.00
4200-00-000 | TENANT SERVICES
4210-00-000 Tenant Services Salaries 0.00 1,666.67 1,666.67 5,000.00 8,333.35 3,333.35 20,000.00
4220-01-000 Other Tenant Svcs. 0.00 250.00 250.00 3,615.36 1,250.00 -2,365.36 3,000.00
4299-00-000 | TOTAL TENANT SERVICES EXPENSES 0.00 1,916.67 1,916.67 8,615.36 9,583.35 967.99 23,000.00
4300-00-000 | UTILITY EXPENSES
4310-00-000 Water 439.56 500.00 60.44 2,354.99 2,500.00 145.01 6,000.00
4320-00-000 Electricity 1,860.19 1,666.67 -193.52 11,101.42 8,333.35 -2,768.07 20,000.00
4330-00-000 Gas 202.15 200.00 -2.15 1,115.30 1,000.00 -115.30 2,400.00
4390-00-000 Sewer & Trash 887.70 1,041.67 153.97 4,675.22 5,208.35 533.13 12,500.00
4399-00-000 | TOTAL UTILITY EXPENSES 3,389.60 3,408.34 18.74 19,246.93 17,041.70 -2,205.23 40,900.00
4400-00-000 | MAINTENANCE AND OPERATIONAL EXPENSES
4400-99-000 General Maint Expense
4410-00-000 Maintenance Salaries 2,263.41 1,656.50 -606.91 8,145.72 8,282.50 136.78 19,878.00
4410-05-000 Employee Benefit Contribution-Maint. 499.30 675.25 175.95 2,323.63 3,376.25 1,052.62 8,103.00
4419-00-000 Total General Maint Expense 2,762.71 2,331.75 -430.96 10,469.35 11,658.75 1,189.40 27,981.00
4420-00-000 Materials
4420-01-000 Supplies-Grounds 0.00 25.00 25.00 0.00 125.00 125.00 300.00
4420-02-000 Supplies-Appliance 0.00 66.67 66.67 62.07 333.35 271.28 800.00
4420-03-000 Supplies-Unit Turnover 0.00 66.67 66.67 20.15 333.35 313.20 800.00
4420-04-000 Supplies-Electrical 0.00 166.67 166.67 0.00 833.35 833.35 2,000.00
4420-05-000 Supplies-Fuel & Parts 10.16 16.67 6.51 115.57 83.35 -32.22 200.00
4420-06-000 Supplies-Janitorial/Cleaning 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4420-07-000 Supplies-Maint/Repairs 74.17 133.33 59.16 392.48 666.65 274.17 1,600.00
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COMMERCE VILLAGE LLC

Statement of Revenues, Expenditures, and Changes in Fund Net Position

January - April 2026

PTD Actual PTD Budget Variance YTD Actual YTD Budget Variance Annual

4420-08-000 Supplies-Plumbing 0.00 83.33 83.33 0.00 416.65 416.65 1,000.00
4420-09-000 Tools and Equipment 0.00 8.33 8.33 0.00 41.65 41.65 100.00
4420-10-000 Maintenance Paper/Supplies 0.00 8.33 8.33 0.00 41.65 41.65 100.00
4420-11-000 Supplies-HVAC 0.00 150.00 150.00 0.00 750.00 750.00 1,800.00
4420-12-000 Supplies-Exterior Supplies 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4429-00-000 Total Materials 84.33 808.34 724.01 590.27 4,041.70 3,451.43 9,700.00
4430-00-000 Contract Costs

4430-03-000 Contract-Trash Collection 1,043.00 333.33 -709.67 3,731.06 1,666.65 -2,064.41 4,000.00
4430-04-000 Contract-Snow Removal 0.00 125.00 125.00 1,500.00 625.00 -875.00 1,500.00
4430-06-000 Contract-Electrical 0.00 25.00 25.00 0.00 125.00 125.00 300.00
4430-07-000 Contract-Pest Control 287.00 125.00 -162.00 685.00 625.00 -60.00 1,500.00
4430-08-000 Contract-Floor Covering 0.00 41.67 41.67 0.00 208.35 208.35 500.00
4430-09-000 Contract-Grounds 0.00 0.00 0.00 275.00 0.00 -275.00 0.00
4430-10-000 Contract-Janitorial/Cleaning 218.85 133.33 -85.52 933.27 666.65 -266.62 1,600.00
4430-11-000 Contract-Plumbing 0.00 66.67 66.67 257.12 333.35 76.23 800.00
4430-12-000 Contract-Inspections 0.00 150.00 150.00 600.00 750.00 150.00 1,800.00
4430-13-000 Contract-HVAC 1,200.00 250.00 -950.00 4,675.08 1,250.00 -3,425.08 3,000.00
4430-15-000 Contract-Video Surveillance 11,725.00 41.67 -11,683.33 13,100.09 208.35 -12,891.74 500.00
4430-18-000 Contract-Alarm Monitoring 0.00 75.00 75.00 0.00 375.00 375.00 900.00
4430-19-000 Contract-Sprinkler Monitoring 0.00 133.33 133.33 1,425.00 666.65 -758.35 1,600.00
4439-00-000 Total Contract Costs 14,473.85 1,500.00 -12,973.85 27,181.62 7,500.00 -19,681.62 18,000.00
4499-00-000 | TOTAL MAINTENANCE AND OPERATIONAL EXPENSES 17,320.89 4,640.09 -12,680.80 38,241.24 23,200.45 -15,040.79 55,681.00
4500-00-000 | GENERAL EXPENSES

4510-00-000 Insurance-Other 20.48 22.08 1.60 101.08 110.40 9.32 265.00
4510-10-000 Property Insurance 478.52 565.83 87.31 2,392.60 2,829.15 436.55 6,790.00
4510-20-000 Liability Insurance 119.62 125.00 5.38 598.10 625.00 26.90 1,500.00
4510-30-000 Workmen's Compensation 75.90 81.92 6.02 374.60 409.60 35.00 983.00
4521-00-000 Misc. Taxes/Licenses/Insurance 64.15 91.67 27.52 299.11 458.35 159.24 1,100.00
4570-00-000 Bad Debt-Tenant Rents 0.00 416.67 416.67 0.00 2,083.35 2,083.35 5,000.00
4599-00-000 | TOTAL GENERAL EXPENSES 758.67 1,303.17 544.50 3,765.49 6,515.85 2,750.36 15,638.00
4800-00-000 | FINANCING EXPENSE

4851-00-000 Interest Expense-Loan 1 1,365.00 1,365.00 0.00 6,825.00 6,825.00 0.00 16,380.00
4899-00-000 | TOTAL FINANCING EXPENSES 1,365.00 1,365.00 0.00 6,825.00 6,825.00 0.00 16,380.00
8000-00-000 | TOTAL EXPENSES 31,987.36 20,460.10 -11,527.26 119,298.03 102,300.50 -16,997.53 245,521.00
9000-00-000 | NET INCOME -7,598.21 4,268.56 -11,866.77 -1,429.76 21,342.80 -22,772.56 51,223.00
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PURCHASE MONEY DEED OF TRUST NOTE
$800,000.00 June 30, 2026

FOR VALUE RECEIVE D, the undersigned maker (the “Purchaser”), agrees
to pay to the order of GFP, LLC, a Virginia limited liability company (“Seller”), the
principal sum of EIGHT HUNDRED THOUSAND 00/100 DOLLARS ($800,000.00), with
interest on the unpaid balance of such principal sum from the date of this Note at the rate of
5.0% per annum, for the purchase and financing of real estate located at 227 N. Main St.,
Harrisonburg, Virginia, 22801, Tax Map Number 034 M 22, and further described by the
deed of record in the land records of the Clerk’s Office of the Circuit Court of the
Rockingham County, Virginia, in Deed Book 2511, page 99 (the “Property”). Purchaser is
purchasing the Property from Seller at a purchase price of $1,050,000. At the Closing of the
Property, Purchaser shall make a down payment in the amount of Two Hundred and Fifty
Thousand Dollars ($250,000.00), with $800,000 as the principal amount of the Note.
Purchaser shall make interest only payments from August 1, 2026, through December 1,
2026, by monthly installments each in the amount of $3,333.33 and the final installment
being the balance due on the principal sum, plus accrued interest to date, to be paid in full by
December 31, 2026.

Payment shall be payable and mailed to:

Purchaser may, on any date fixed for the payment of principal make additional principal
payments in amounts equal to the principal portion of the monthly payment or payments next
falling due and reserves the right to prepay the entire unpaid principal balance without
penalty. In event of a partial prepayment, the scheduled payments provided herein shall
continue to be made at the same times and in the same amounts as if there had been no partial
prepayment, with appropriate adjustments in the application of such payments to principal
and interest, until payment in full has been made.

Purchaser agrees to pay, and Seller may collect a late payment charge of 5% of any
regular monthly payment which is more than 15 days in arrears.

If default be made in the payment of any installment for a period of at least 30 days after
written notice from the Seller to the Purchaser, the entire unpaid principal amount with all
interest then accrued, shall, at the option of Seller, become immediately due and payable.

All parties consent that the time or times of payment may be extended, or this Note
renewed, at the option of any party bound hereby, or any party who has assumed payment
hereof, from time to time and for any term, without notice, before, at or after maturity,
without releasing Purchaser from any liability.

Purchaser waives presentment, protest, and notice of dishonor, and further agrees to pay
all costs of collection if this Note is in default, including reasonable attorney’s fees, if after
default this Note is placed in the hands of an attorney for collection or Seller secures the
services or advice of an attorney with regard to collection.

This Note is secured by a deed of trust of even date herewith on the Property. Seller
agrees to subordinate the lien securing this Note to other financing of Purchaser, provided the
debt (the unpaid principal on this Note and all other principal which is secured by a lien
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which has priority over the lien(s) securing this Note) to value (the fair market value of the
Property as determined by a qualified appraiser) is no greater than 80%.

Seller also agrees to release portions of the Property from or allow Purchaser to substitute
collateral for the lien(s) securing the Note if Purchaser provides substitute collateral secured
by a deed of trust lien so that at the time of such release or substitution, the ratio of debt (the
unpaid principal on the Note and all other principal which is secured by a lien which has
priority over the lien securing the Note) to value (the fair market value of all property
remaining subject to the lien(s) securing the Note (after the release) plus the fair market value
of the substitute collateral (all as determined by a qualified appraiser) is no greater than 80%.
All costs related to a release or substitution of collateral shall be paid by Purchaser.

Notice:  This Note is subject to call or modification in the event of the sale of the Property,
or any part thereof.

WITNESS the following signature.

HARRISONBURG REDEVELOPMENT AND HOUSING AUTHORITY,
a political subdivision of the Commonwealth of Virginia

By: (SEAL)
Michael G. Wong, Executive Director
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Consideration: $1,050,000
Actual Value: $1,050,000

Tax Map No.: 034 M 22

DEED OF TRUST

THIS DEED OF TRUST is made effective this 30" day of June,
2026, between the HARRISONBURG REDEVELOPMENT AND HOUSING
AUTHORITY, a political subdivision of the Commonwealth of Virginia, index as Grantor,

and , , Harrisonburg, Virginia, Trustee.

Grantor grants and conveys unto Trustee with General Warranty and English

Covenants of title the following described real estate (the "Property"):
See attached “Exhibit A”

Together with all buildings, improvements, fixtures or appurtenances now or later
erected thereon, including all apparatus, equipment, fixtures, or articles, whether in single
units or centrally controlled, used to supply heat, gas, air conditioning, water, light, power,
refrigeration, ventilation or other services, and also together with any screens, window
shades, storm doors and windows, screen doors, awnings, stoves and water heaters (all of
which are declared to be a part of the Property whether physically attached thereto or not).

NOTICE: THE DEBT SECURED HEREBY IS SUBJECT TO CALL IN FULL
OR THE TERMS THEREOF BEING MODIFIED IN THE EVENT OF SALE OR
CONVEYANCE OF THE PROPERTY.

This loan cannot be assumed without written consent of the Beneficiary of this trust
("Note Holder"). Any sale, conveyance, transfer or assignment of the Property, or any part
thereof, or any legal or equitable interest therein, without the consent of Note Holder shall
constitute a breach of the terms of this Deed of Trust and entitle Note Holder to declare the
entire unpaid balance of such obligation due and payable. No indulgence or acceptance of
payment shall constitute a waiver of this provision.

1

Prepared by Litten & Sipe L.L.P., 410 Neff Avenue, Harrisonburg, Virginia 22801
Melisa Michelsen, Esquire, Bar No. 40001

Insurance underwriter is: Fidelity National Title Insurance Company
Return Recorded deed to:
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IN TRUST, to secure the payment of the principal sum of $800,000.00, with
interest thereon at 5% per annum, as evidenced by Purchase Money Deed of Trust Note of
even date, made by Grantor, payable to the order of GFP LLC, (“Beneficiary” or “Note
Holder”) at , , with interest only payment being paid

from August 1, 2026, to December 1, 2026, and the entire balance being due on the principal
sum, plus accrued interest, on December 31, 2026, which Note further provides that the Note
Holder may collect a late payment charge of 5% of any payment which is more than five (5)
days in arrears, and that the Note and any part of the principal or interest thereof may be
renewed by the Note Holder at the request of any party bound thereon, or any party who has
assumed payment thereof, and the note further provides for the payment of a reasonable

attorney's fee if it is placed in the hands of an attorney for collection after default.

If Trustee or Beneficiary of this Trust is made a party to, or intervenes in, any action
or proceeding affecting the Property, or the title thereof, or the interest of Trustees or
Beneficiary under this Deed of Trust, including bankruptcy or insolvency proceedings
instituted by or against Grantor, or if default occurs and Note Holder employ an attorney to
collect any indebtedness secured hereby, Trustee and Note Holder shall be reimbursed by
Grantor, immediately and without demand, for all reasonable costs, expenses and attorney's
fees incurred by them or either of them, on such account, and the same shall be secured
hereby as a further charge against and lien upon the Property.

This Deed of Trust is granted to secure purchase money for the purchase of the
Property.

If the Property, or any part thereof, shall be damaged by fire or other hazard against
which there is insurance, the amounts paid by any insurance company pursuant to the
contract of insurance shall, to the extent of the indebtedness then remaining unpaid, as long
as Grantor is not otherwise in default under the Note, released for the repairing or rebuilding
of the premises on the Property or used to pay the indebtedness under the Note, at Grantor’s
option.

Note Holder may make or cause to be made reasonable entries upon and inspections
of the Property.

This trust is made subject to the provisions of §§ 55.1-320 and 55.1-325 of the Code
of Virginia of 1950 and amendments thereto. Exemptions waived. Subject to call upon



default. Renewal, extension, or reinstatement permitted. Insurance required in an amount at
least equal to the principal amount secured by this Deed of Trust. Trustee’s commission: 5%
of gross proceeds of sale if sale is made or 2 1/2% of balance due on principal sum and
accrued interest if advertised but settlement is made before sale. Any trustee may act.
Substitution of trustee or trustees permitted and such substitution may be made at the
discretion of the Note Holder for any reason whatsoever.

WITNESS the following signature and seal.

HARRISONBURG REDEVELOPMENT AND HOUSING AUTHORITY,
a political subdivision of the Commonwealth of Virginia

By: (SEAL)
Michael G. Wong, Executive Director

COMMONWEALTH OF VIRGINIA
CITY OF HARRISONBURG

The foregoing instrument was acknowledged before me this  day of June, 2026, by
Michael G. Wong, Executive Director, on behalf of the Authority.

My commission expires

Notary Registration No.

Notary Public



Exhibit A



THIRD AMENDMENT TO
PURCHASE AND SALE AGREEMENT

THIS THIRD AMENDMENT TO THE PURCHASE AND SALE AGREEMENT
(“Third Amendment”) is made and entered into this  day of June, 2026, by and between GFP,
LLC, a Virginia limited liability company (“Seller”), and the HARRISONBURG
REDEVELOPMENT AND HOUSING AUTHORITY, a political subdivision of the
Commonwealth of Virginia (“Purchaser”). Seller and Purchaser are collectively referred to as the
“Parties.”

WHEREAS, Seller and Purchaser entered into a Purchase and Sale Agreement (the
“Agreement”) for the sale of certain commercial real property located in the City of Harrisonburg,
Virginia, at 227 N. Main St., Harrisonburg, Virginia, 22801, having Tax Map Number 034 M 22,
and further described by the deed of record in the land records of the Clerk’s Office of the Circuit
Court of the Rockingham County, Virginia, in Deed Book 2511, page 99 (the “Property”);

WHEREAS, the Parties entered into two amendments extended the Closing date on the
purchase of the Property (the “Amendments”), and the Parties would like to amend the Agreement
relating to the signage at the Property post-Closing.

NOW, THEREFORE, in consideration of the mutual covenants contained herein and
other good and valuable consideration, the receipt and sufficiency of which is acknowledged, the
Parties incorporate the above recitals as material terms of this Agreement and agree as follows.

I. Signage. The Property purchase includes a sign stating: Glen’s Fair Price (the
“Sign”), which was the Property signage when it was used as a retail store. In the event that
Purchaser sells the Property, or otherwise does not use or want the Sign, Purchaser agrees to return
the Sign to Seller for no consideration. This provision shall survive the Closing of the Property.

2. Excepts as set forth in the Amendments and herein, the Agreement remains in full
force and effect.

WITNESS the following signatures and seals.

GFP, LLC HARRISONBURG REDEVELOPMENT
AND HOUSING AUTHORITY
By: By:

Michael G. Wong, Executive Director
Name:

Title: Member



N/ NEWPOINT

June 9, 2026

1888 Main Street, Suite C163
Madison, MS 39110
Attn: Avram Fechter

Re:  Bluestone Town Center Senior, Harrisonburg, VA (the “Project”)
Dear Mr. Fechter:

NewPoint Impact Fund I, LP welcomes the opportunity to work with Equity Plus and the Harrisonburg
Redevelopment and Housing Authority in financing the above-capital Project. We have prepared the
enclosed Financing Application for your convenience. Please return an executed copy and submit the
required deposits by the Expiration Date indicated therein.

On behalf of the entire NewPoint team, I would like to thank you for this opportunity.

Very truly yours,

2. i ;’1%~r 2
NewPoint Impact Fund I, LP

Robert A. Wrzosek
President, Affordable Strategies

Enclosure: Financing Application dated June 9, 2026, relating to the above-captioned Project

1 Battery Park Plaza — Suite 600 — New York, NY — 10004
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FINANCING APPLICATION
9% PRIVATE PLACEMENT TRANSACTION
June 9, 2026

NewPoint Impact Fund I LP
1 Madison Avenue

New York, NY 10010

Attn: Robert A. Wrzosek

Re: Bluestone Town Center Senior Apartments
1645 Erickson Avenue
Harrisonburg, Virginia 22807 (the “Project”)

Dear Mr. Wrzosek,

We are submitting this Financing Application (“Application”) to NewPoint Impact Fund I, LP (or its
designee, being referred to as “NewPoint”) to apply for financing of the above-captioned project via the purchase
tax-exempt bonds with the characteristics described below (“Bonds”).

We understand that by executing and returning this Application together with the deposits described
in Section II herein (“Required Deposits”) by June 23, 2026 (“Expiration Date”), we authorize
NewPoint to commence the underwriting and due diligence process for the issuance of the Bonds and the Project
Loan. We also understand that we are bound by the exclusivity provisions contained in “Section IV —
Exclusivity” below. We also understand that unless an executed Application and the Required Deposits are
received by the Expiration Date, NewPoint will be under no obligation to process this Application and it will
expire. NewPoint agrees to hold the pricing spread indicated in Section I(d)(a)(i) constant for 180 calendar days
upon receipt of an executed Application and the Required Deposits by the Expiration Date.

NewPoint Impact Fund I, LP (or its designee, being referred to as “NewPoint”) proposes to purchase taxable bonds
with the characteristics described below (“Bonds™). NewPoint’s offer to purchase the Bonds is subject to the prior
approval of its investment committee. The proceeds of the Bonds will finance the Project (the “Project Loan”) and
the Project will serve as collateral for the Bonds.

The taxable construction & permanent bonds and any taxable subordinate construction & permanent bonds will be
priced based on a spread over the 10 Year US Treasury (the “Taxable Index”). If applicable, the Taxable LIHTC
Bridge bonds and/or any Taxable Other Bridge bonds will be priced based on a spread over the 5 Year US Treasury
(the “Taxable Bridge Index”). The Taxable Index and the Taxable Bridge Index will be established on the pricing
day.

1. Bond Amount, Interest Rate, Sizing & Structure

(a) Bond Amount (Construction Phase): The Construction Phase will be comprised of two series of Bonds:

i.  Taxable Series A-1: $3.961,000 (the “Taxable Construction & Permanent Phase
Debt”)
ii.  Taxable Series A-2: $5.750.,000 (the “Taxable LIHTC Bridge Debt”)
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The amount of each series of Bonds above is estimated and will be confirmed via underwriting
and calculated in a manner consistent with Section I(e) below.

(b) Bond Amount (Permanent Phase): The Permanent Phase will be comprised of one series of Bonds:

i.  Taxable Series A-1: $3.601.000 (the “Taxable Construction & Permanent Phase
Debt”)

The amount of Permanent Phase Bonds above is estimated and will be confirmed via underwriting and
calculated in a manner consistent with Section I(e) below.

NewPoint utilizes current year rents to size permanent-phase financing. Earn-out Proceeds of up to 10%
of the Series A-1 proceeds can be accommodated provided stabilized debt service is 1.150. Proceeds
related to a potential earn-out at stabilization will not be disbursed prior to stabilization.

(c) Interest Rate Spread

i.  The fixed interest rate on the Taxable Series A-1 Bonds during the Construction Phase will
equal 320 bps over the Taxable Index plus any ongoing issuer and trustee fees. The fixed
interest rate on the Taxable Series A-1 Bonds during the Permanent Phase will equal 300 bps
over the Taxable Index plus any ongoing issuer and trustee fees. The interest rate will step
down on a date certain six-months following the Completion Date.

ii.  The fixed interest rate on the Taxable Series A-2 Bonds will equal 365 bps over the Taxable
Bridge Index plus any ongoing issuer and trustee fees.

iii.  Servicing fees are included in the above quoted spreads

(d) Bond Sizing Parameters (Construction Phase)
i.  Permanent Phase Bond Amount, plus
ii.  The LIHTC Equity Bridge Component (the “LIHTC Equity Bridge Component”)

(a) The LIHTC Equity Bridge Component shall not exceed 75% of the total equity
investment in the partnership. The current LIHTC Equity Bridge Component is
approximately [47%] of the total equity and is based on the current budget and draw
schedule. The final amount will be determined during final underwriting.

(b) No amount of the Bridge shall be used to fund any developers’ fees.

(c) All disbursements of the Bridge shall be subject to NewPoint approval.

(d) The size of the construction bridge may be increased or decreased depending upon
NewPoint’s determination of the credit worthiness of the low-income tax credit
(LIHTC) investor. Such determination will be made in NewPoint’s sole discretion

(e) After Closing, there must be sufficient remaining LIHTC equity installments pledged
to repay the Bridge Loan in full. These installments may not be conditioned upon
anything more restrictive than industry standard construction completion conditions.
These LIHTC equity installments must be contributed no later than the project
Stabilization.

(e) Bond Sizing Parameters (Permanent Phase)
i. 1.15x DSCR
ii.  90% LTV (based upon an “as-restricted” value).
iii.  70% LTC
iv. 45 Yr. Amortization
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NOI: $322.918 per annum (to be confirmed during underwriting).

(f) Construction Period & Stabilization

1.
ii.

iil.

1v.

The construction plus stabilization periods shall not exceed 30 months.
The Sponsor shall have the right to two six-month extension options:

(a) For the I* extension, the Sponsor shall have the right to extend the
Construction Phase upon the payment of an amount equal to 0.00% multiplied
by the total Construction Phase Bond Amount.

(b) For the 2™ extension, the Sponsor may request to extend the Construction
Phase which request may be granted by NewPoint at its sole discretion upon
the payment of an amount equal to 0.50% multiplied by the total Construction
Phase Bond Amount.

NewPoint will purchase Bonds on a drawn down basis (no more frequently than monthly). The
purchase of Bonds will fund the Construction draw.

The Permanent Phase of the financing shall commence on the first day of the first month after
the Project achieves both 90% physical occupancy and a DSCR of 1.15x on the permanent debt
amount for three consecutive calendar months (the “Conversion Date”).

(g) Capztallzed Interest, Interest Only Period, Lag Deposzt & Amortization

0

1.

ii.
iil.

1v.

The budget shall include capitalized interest in an amount sufficient to pay interest on the Bonds
through the projected Construction Phase. The amount of capitalized interest will be
determined by NewPoint in its sole discretion and will be based on the projected draw schedule.
At closing, a deposit to a capitalized interest account to be held by the Trustee may be required
to ensure that at all times there are funds available to pay interest due on the bonds.

The Bonds will be interest-only prior to conversion to the Permanent Phase.

Amortization will commence on the first date of the 49th month following the date the loan
converts from the Construction Phase to the Permanent Phase.

Amortization will be calculated based on a 540-month schedule and payment of principal shall
commence the first day of the first month after the expiration of any interest only period.]
During Construction, Borrower will be required to fund and maintain a minimum of 1 month(s)
of interest in the Capitalized Interest Account held by Trustee. This will be accomplished
through normal advances as requested by lender. Depending on the timing of Closing and the
first draw an additional deposit may be required at closing so funds are with the Trustee prior
to the first payment date.

Mandatory Redemption, Optional Redemption, Defeasance, and Maturity

1.

ii.

iil.

1v.

Commencing with the 17" anniversary of the Conversion Date, the Bonds are subject to
mandatory redemption at the option of the holder of the Bonds with at least 12 months’ notice
to the Sponsor (the “Mandatory Redemption Date”).

Commencing with the 174" month following the Conversion Date, the Bonds are subject to
optional redemption (the “Optional Redemption Date”) at the option of the Sponsor with 30
days’ notice upon the payment of the outstanding Bond amount.

The Bonds can be defeased at the option of the Sponsor at any time until the Optional
Redemption Date.

The Bonds mature on the Ist day of first month following the 40" anniversary of the Closing
Date.

As a condition to conversion to the Permanent Phase, all Bonds in excess of the Permanent
Amount shall be redeemed and have no further claim on the trust estate securing the Bonds.
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(i) Replacement Reserves, Operating Reserve Fund & Debt Service Reserve Fund
i.  An amount to be deposited per unit per annum as Replacement Reserves will be determined
during underwriting. The funding of the initial deposit to the Replacement Reserve account
shall occur upon Conversion. Funding of Replacement Reserves shall commence the 1% day
of the first month after Conversion and shall equal 1/12% of the annual amount.

II. Origination Fee & Required Deposits

(a) Origination Fees
a. 1.00% multiplied by the Construction Phase Bonds Amount (i.e., all series of Bonds).
b. 1.00% multiplied by the Permanent Phase Bonds Amount (i.e., all series of Bonds).
c. All Origination Fees are deemed earned and shall be payable on the Closing Date.

(b) Construction Monitoring Fees
a. Prior to Stabilization, a monthly Construction Monitoring Fee of $1,000
b. All out of pocket expenses, including the fees & costs of vendors and the production of any
ongoing third-party inspection reports requested by NewPoint in its reasonable discretion. The
cost of these reports is estimated to be $1,750 per month. There may be additional fees if the
reports are to be shared with the LIHTC investor.

(c) Required Deposits of $48,716, inclusive of:
a. $12,500 application processing fee;
b. $20,000 for third party reports.
c. $16,216 for a deposit against NewPoint’s legal fees (lender and bond purchaser legal fees are
estimated to be $60,000).

Wire Instructions are included in Exhibit B attached hereto.

111. Timing

NewPoint is expected to complete its undewriting and due diligence within 75 days from receipt of all
necessary due diligence information, this executed Application and the Required Deposits. If NewPoint receives
any information during this period that results in NewPoint or Issuer electing to not move forward with the
transactions contempated by this Application, any Required Deposits not yet spent shall be returned to the Sponsor.

IV. Exclusivity

Upon execution of this Application and in consideration for NewPoint commencing the due diligence
process with the Issuer, the Sponsor agrees not to seek to obtain (or obtain) financing from other sources for the
Project until the earlier to occur of (a) 6 months from the date the executed Application is returned to NewPoint or
(b) the date NewPoint informs the Sponsor in writing that it or the Issuer is not going to proceed with the financing.
The Sponsor’s breach of this exclusivity provision shall cause the Origination Fees and Required Deposits described
in Section II above, any out-of-pocket due diligence costs and any additional legal fees incurred by NewPoint to be
immediately due and payable to NewPoint.

V. Not an Offer or Commitment to Provide Financing

This Application was drafted as a courtesy to the Sponsor and represents the Sponsor’s authorization for
NewPoint to begin the process of the financing described herein. This Application does not constitute a commitment
on the part of NewPoint to purchase Bonds or an approval by the Issuer or any entity to provide the Funding Loan
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or other financing. Any commitment by NewPoint to purchase Bonds is contingent upon the completion of its due
diligence review, the receipt of approval from NewPoint’s credit committee and the receipt by NewPoint of offering
documents relating to the Bonds.

V1L Property Manager

The Property shall be managed by a company reasonably acceptable to Lender (each, a “Property
Manager”), pursuant to a property management agreement in form and substance reasonably acceptable to Lender
(the “Property Management Agreement”). In no event shall any management fee exceed [5.83%] of gross
revenues and fee in excess shall be subordinated to NewPoint.

VII. General Requirements

The expected terms and characteristics of the Bonds and this financing include those described in “Exhibit
A — General Conditions,” attached hereto.

REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
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VIII. Acceptance of Terms & Application

We hereby apply for financing pursuant to this Application and agree to be bound by the terms herein as of this
__dayof 2026.

SPONSOR

EQUITY PLUS MANAGER, LLC

By:

Name:

Title:

HARRISONBURG REDEVELOPMENT & HOUSING AUTHORITY

By:

Name:

Title:
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EXHIBIT A
GENERAL REQUIREMENTS

)] Security for the Bonds & Related Loan Documentation.

The Bonds shall be secured by a loan agreement evidencing the loan of the Bond proceeds, a multifamily note
evidencing the Sponsor’s obligations under the loan agreement, a first lien on the Project and related personalty
securing the Sponsor’s obligations under the note, a pledge of the General Partner interests, a pledge of the Developer
fee, an assignment of leases and rents, a collateral assignment of any HAP contract and such other loan documentation
as required by NewPoint (collectively, the “Loan Documents”). The Loan Documents shall contain provisions: (a)
requiring the establishment and maintenance of an escrow into which the Sponsor shall pay on a monthly basis,
amounts on account of (i) real estate taxes, (ii) insurance, (iii) replacement reserves of at least $250 per unit per annum,
the funding of which shall commence upon Conversion (subject to adjustment as provided by NewPoint), and (iv)
similar expenses; each to be deposited in monthly installments beginning on the first interest payment date after the
Closing Date; (b) permitting subordinate financing only with the prior written approval of NewPoint; (c) prohibiting
the transfer of the Project or any interest in the Project or any controlling ownership interest in the Sponsor or in the
Sponsor’s general partners; (d) the terms and conditions pursuant to which the Bond proceeds may be advanced to the
Sponsor; (5) the Sponsor’s agreement to reimburse NewPoint for the costs of inspection of construction/rehabilitation
and to pay NewPoint for fees owed, increased costs, protective advances and expenses; (€) confirmation that there are
no existing private liens on the Project; (f) requiring that there are no commercial leases with respect to the Project
(aside from laundry leases); (g) requiring the Sponsor to cooperate fully in connection with the securitization or sale
of the Bonds, and (h) related to covenants, representations and warranties customarily provided in financing
agreements for facilities of this size and type.

) Guarantor, Guarantees, Assignments & Environmental Indemnity

EquityPlus Manager LLC; Harrisonburg Redevelopment & Housing Authority (collectively, the
“Guarantors”)

The Guarantor shall collectively have and maintain a minimum net worth equal to at least forty-percent (40%)
multiplied by the total amount of Bonds. The Guarantor shall collectively have and maintain liquid assets in an
amount no less than ten-percent (10%) multiplied by the total amount of the Bonds (such minimum net worth and
liquidity amounts shall be calculated excluding the value of the Project). Distributions from any entity guarantor shall
be restricted to the extent that any distribution would reduce the net worth of the Guarantor below the prescribed
minimums.

The Guarantor shall jointly and severally guarantee: (a) completion of the construction and stabilization within
30 months of the Closing Date as well as the payment of any increase in estimated costs, (b) payment and performance
of all obligations of the Sponsor (including scheduled debt service) until the project has achieved completion and
stabilization (“Completion” and “Stabilization,” respectively). Completion means the time the Project: (i) has
received an architect’s certificate that the Project is complete; (ii) certificates of occupancy and all other necessary
approvals and permits for the use and occupancy of the Project have been issued by appropriate authorities and any
rights of appeal with respect thereto shall have expired; (¢) all costs shall have been paid and the requirements for the
expenditure of Bond proceeds shall have been met; (d) the Project is free of claims, liens or charges other than those
reflected in the approved mortgagee title insurance policy or bonded over in a manner deemed acceptable to NewPoint;
(e) receipt of a satisfactory date down endorsement of title insurance: (f) receipt of a satisfactory ALTA as built survey;
(g) receipt of evidence of hazard and liability insurance; (h) receipt of evidence of payment of all taxes then due and
payable; and (i) receipt of Sponsor’s completion certificate.
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Stabilization is achieved on the first day following Completion when (i) the ratio of net operating income
of the Project for each of the prior three months to maximum principal and interest on the loan payable in any month
equals or exceeds 1.15x in each of three prior consecutive months and (ii) the Project is 90% physically occupied
in each of three prior consecutive months and (iii) no event of default or event which, with the passage of time or
the giving of notice or both, would constitute an event of default, shall have occurred and be then continuing under
the loan documents.

For purposes of the foregoing, net operating income shall be (a) the lesser of (i) actual project income or
(i) actual project income adjusted to reflect the greater of a 5.00% or market vacancy rate less (b) the greater of (i)
actual project expenses or (ii) projected expenses determined in NewPoint’s underwriting. Actual project income
will include all Section 8 income (if any). No loan to value test shall be a condition to achieving Stabilization.

11I) Capital Structure, Tax Credit Equity and Subordinate Debt

The Sponsor shall receive proceeds from the allocation of Federal Low Income Housing Tax Credits to
a limited partner in an amount not materially less than $12,031,893. The timing of receipt of all tax credit equity is
subject to the approval of NewPoint and such approval (and the acknowledgement by any tax credit syndicator)
must be executed prior to the purchase of any Bonds.

]

Iv) Costs and Expenses

All expenses incurred by NewPoint in connection with the purchase of the Bonds including its counsel and
any inspectors, engineers, or other consultants that may be retained by NewPoint shall be borne by the Sponsor.

Payment of NewPoint’s out of pocket expenses (including, but not limited to the cost of title insurance,
survey, counsel fees, appraisal, architects and engineering report, environmental report, insurance review fees, loan

set-up fees, and third-party due diligence) by the Sponsor is not contingent on the closing of the Bonds.

V) Construction Contract & Change Orders

The construction contract shall be a guaranteed maximum price contract (also known as GMP, Not-To-
Exceed Price, NTE, or NTX contract) whereby the contractor is responsible for cost overruns, unless the GMP has
been increased via formal change order approved by NewPoint in its sole discretion. Change orders shall only be
approved in the sole discretion of NewPoint and if they result in changes scope, not price overruns, errors, or
omissions. Change orders in excess of $75,000 on an individual basis or $250,000 in aggregate shall only be
approved in the sole discretion of NewPoint and if they result in changes scope, not price overruns, errors, or
omissions.

VI) Retainage
Retainage shall equal 10% through 50% completion and step-down to 5% for the remainder of construction.

VII) Private Placement, Brokerage Fees & Commissions

NewPoint shall have no liability for payments of any placement fees, brokerage fees or commissions arising
from the issuance of an application or the purchase of the Bonds and the Sponsor agrees to indemnify, defend and
hold NewPoint harmless from and against any and all costs, claims, liabilities, damages or expenses (including
attorneys’ fees) in connection therewith.
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VII) Miscellaneous Required Items

(a) A mortgagee’s title policy in the full amount of the Bonds from a NewPoint approved title
insurance company, with reinsurance and direct access agreements, in form and amounts satisfactory to NewPoint,
on the ALTA form acceptable to NewPoint. The title policy shall insure the mortgage as an absolute first lien, upon
a good and marketable leasehold title, with insurance against entry of mechanics’ or other liens and subject only to
exceptions to which NewPoint expressly agrees, with such endorsements as may be required by NewPoint’s counsel,
included a zoning endorsement. If a zoning endorsement is not available, or is excessively costly, a zoning report or
zoning opinion letter will be required instead. The policy shall be dated down to Stabilization.

(b) A current ALTA survey certified to, among others, NewPoint and the title insurer, showing the
location of all Project, setbacks, easements and rights of way.

(©) Financial statements and federal income tax returns of the Sponsor and each Guarantor, together with
evidence that there has occurred no material adverse change in the Sponsor’s or any Guarantor’s financial condition
between the respective dates of such statements and returns and closing, and pro forma financial statements for the
Project projecting that upon lease-up the ratio of Project net operating income (calculated as income from operations
less costs of owning and operating the Project) to debt service on the Bonds shall at all times be at least 1.15 to 1.0.

(d) Copies of all management agreements and operating contracts with respect to the Project. All
arrangements relating to management of the Project shall be subject to the approval of NewPoint throughout the term
of the Bonds.

(e) A copy of the standard form of lease, rent rolls (if applicable) and copies of non-standard leases (if
applicable).
) Policies of builder’s risk, hazard, liability and other insurance, in form and amounts and written by

insurers acceptable to NewPoint, containing standard mortgagee and loss payable clauses and providing that such
policies shall not be canceled without 60 days’ prior written notice to the mortgagee.

(2) A copy of the contract for the construction of the Project, together with a breakdown certified by the
Sponsor and the Contractor setting forth the cost for each class of work included in the cost of construction of the
Project, and a letter from the Contractor pursuant to which the Contractor shall consent to the assignment of the
construction contract to NewPoint and shall certify and agree to such other matters as NewPoint may request. The
construction contract shall be for a guaranteed maximum price in an amount approved and shall in all respects be
subject to review and approval, by NewPoint and its counsel.

(h) Copies of all subcontracts.

(1) Complete and final Plans and Specifications (including working drawings) for the Project, including
architectural, structural, mechanical, plumbing, electrical and landscaping components, prepared by an architect or
engineer who shall be registered in the jurisdiction in which the Project is located.

)] A copy of the executed contract with the architect who prepared the Plans and Specifications, which
contract shall be satisfactory to NewPoint, together with a letter from the architect pursuant to which the architect shall
consent to the assignment of the architect’s agreement to NewPoint and certify and agree to such other matters as
NewPoint may request, including, without limitation, that the Project have been designed, and the Project, if
constructed in accordance with the Plans and Specifications, will be, in compliance with all zoning and building codes
and laws relating to accessibility to, usability by and discrimination against disabled individuals.
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(k) Full payment and performance bonds for the General Contractor and/or such subcontractors as
NewPoint may require, in each case in an amount not less than the full price of the applicable contract and naming
NewPoint in a Dual Obligee Rider.

Q) A complete breakdown of all costs of the Project, certified by the Sponsor to be the Sponsor’s true,
correct and complete good faith estimate of costs, which certified breakdown shall be in form, scope and content
satisfactory to NewPoint.

(m) “The development budget must include a hard cost contingency of no less than 5% of budgeted hard
costs for new construction projects and no less than 10% of budgeted hard costs for rehabilitation projects.”

(n) The development budget must include a soft cost contingency of no less than 5% of budgeted soft
costs, excluding (1) soft costs incurred prior to or in connection with closing; (2) interest reserve and lender fees; (3)
capitalized operating reserve deposits and other costs that may be due in connection with Conversion for which specific
sources are identified; and (4) developer fees”.

(0) The developer fee schedule as outlined in the partnership agreement must be reviewed approved by
NewPoint in its sole discretion. Generally, no more than 20% of the cash portion of the Developer Fee may be paid
at closing and no more than 50% of the cash portion may be paid at or before Completion. The Deferred Developer
Fee should not exceed 50% of the total Developer Fee but will be reviewed in conjunction with the entire development
budget.

(p) Evidence satisfactory to NewPoint of (i) proper zoning and subdivision of the land for the Project,
(i1) the issuance of all governmental permits and approvals for the Project and (iii) the availability to the land of all
necessary utility and municipal services for the Project and (iv) for existing projects, evidence of compliance with
current building and municipal codes.

(@ A comprehensive Phase I report prepared by a qualified consultant or consultants acceptable to
NewPoint certifying that the Project has been thoroughly inspected in accordance with generally accepted
professional standards for a Phase 1 survey and that the Project does not contain or show any evidence of containing
any toxic or environmentally deleterious material, whether in the soil or beneath the surface of the ground or in any
Project located thereon. In addition, for existing projects, an asbestos assessment, a lead-based paint assessment, a
lead-in-drinking water assessment, a radon assessment, a termite assessment and a mold assessment, each prepared by
a qualified consultant or consultant acceptable to NewPoint. If the project does contain any toxic or environmentally
deleterious material, such contamination must be investigated and characterized in a Phase II report prepared by a
qualified consultant or consultants acceptable to NewPoint and any remedial actions identified in the report or
otherwise proposed by the Sponsor must be approved by NewPoint.

(r) A market and feasibility study of the Project prepared by an outside consultant selected and engaged
by NewPoint (but paid for by the Sponsor).

(s) Financing and reference reports of the Sponsor and the Guarantors from outside sources selected or
approved by NewPoint.

t) An MALI appraisal by an outside appraiser selected and engaged by NewPoint, showing that the
original face amount of the Series A Bonds does not exceed 90% of the value of the Project (including the value of

tax-exempt bonds and low-income housing tax credits).

(u) For the Sponsor, its general partners and each of the Guarantors, certified copies of the following,
as applicable:
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(1) its limited Sponsor agreement, operating agreement or articles of incorporation and by-laws
as applicable; and

(i1) resolutions authorizing the execution, delivery and performance of the Loan Documents) to
which any of the Sponsor, such general partner such Guarantor is a party;

(i)  good standing/subsistence certificates and tax lien certificates.

(iv) Opinions of counsel to the Sponsor, the borrower and their constituent entities, if any, and
the Guarantors satisfactory to NewPoint and its counsel in all respects as to the following:

€8 the valid organization, qualification, existence and good standing of the Sponsor, the
general partner and their constituent entities, if any, and each of the Guarantors;

) the due authorization, execution and delivery of the Bond documents;
3) the legality, validity, binding effect and enforceability of the loan documents;

4) that the execution and delivery of and performance of the obligations of the Sponsor,
the general partner/managing member and Guarantors under the loan documents will not violate any
provision of law or any applicable judgment, order, or regulation of any court, or of any public or
governmental agency or authority, and will not conflict with or constitute a default under the
Sponsor’s, the general partner’s or any Guarantor’s organizational documents or under any instrument
to which the Sponsor, the general partner/managing member or any Guarantor is a party or by which
the Project is bound;

(5) that there are no pending or, to the best of such counsel’s knowledge, threatened,
actions against the Sponsor, the general partner or any Guarantor or the Project before any court or
governmental agency, which, if determined adversely to the Sponsor, the general partner or such
Guarantor or the Project, would have a material adverse effect upon the construction, use or operation
of the Project or upon the performance of the Loan Documents.

(6) that no taxes, fees or other charges imposed by the Project Taxing Jurisdiction or any
other local governmental entity are payable by the Servicer, the Bond Trustee as a result of the

execution, delivery, recordation or filing of the Bond Documents; and

(7 such other documents, instruments, opinions and assurances as NewPoint and its
counsel may reasonably request.
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EXHIBIT B

WIRE INSTRUCTIONS FOR REQUIRED DEPOSITS

Bank of America, NA
100 North Tryon Street,
Charlotte, NC 28255

ABA Routing: 026009593

Account Name: NewPoint Impact Fund I, LP

Account Number: 8670927795

Re: Impact - Bluestone Town Center Senior Apartments

To verify wire instructions, please contact:

Bruce Prashker

Senior Financial Officer
NewPoint Real Estate Capital

64 North Summit Street, Suite 213
Tenafly, NJ 07670

973.951.9782 (mobile)
Bruce.Prashker@NewPoint.com
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June 9, 2026

1888 Main Street, Suite C163
Madison, MS 39110
Attn: Avram Fechter

Re:  Bluestone Town Center Family, Harrisonburg, VA (the “Project”)
Dear Mr. Fechter:

NewPoint Impact Fund I, LP welcomes the opportunity to work with Equity Plus and the Harrisonburg
Redevelopment and Housing Authority in financing the above-capital Project. We have prepared the
enclosed Financing Application for your convenience. Please return an executed copy and submit the
required deposits by the Expiration Date indicated therein.

On behalf of the entire NewPoint team, I would like to thank you for this opportunity.

Very truly yours,

2. i ;’1%~r 2
NewPoint Impact Fund I, LP

Robert A. Wrzosek
President, Affordable Strategies

Enclosure: Financing Application dated June 9, 2026, relating to the above-captioned Project

1 Battery Park Plaza — Suite 600 — New York, NY — 10004
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FINANCING APPLICATION
4% PRIVATE PLACEMENT TRANSACTION
June 9, 2026

NewPoint Impact Fund I LP
1 Madison Avenue

New York, NY 10010

Attn: Robert A. Wrzosek

Re: Bluestone Town Center Family Apartments
1645 Erickson Avenue
Harrisonburg, Virginia 22807 (the “Project”)

Dear Mr. Wrzosek,

We are submitting this Financing Application (“Application”) to NewPoint Impact Fund I, LP (or its
designee, being referred to as “NewPoint”) to apply for financing of the above-captioned project via the purchase
tax-exempt bonds with the characteristics described below (“Bonds”).

We understand that by executing and returning this Application together with the deposits described
in Section II herein (“Required Deposits”) by June 23, 2026 (“Expiration Date”), we authorize
NewPoint to commence the underwriting and due diligence process for the issuance of the Bonds and the Project
Loan. We also understand that we are bound by the exclusivity provisions contained in “Section IV —
Exclusivity” below. We also understand that unless an executed Application and the Required Deposits are
received by the Expiration Date, NewPoint will be under no obligation to process this Application and it will
expire. NewPoint agrees to hold the pricing spread indicated in Section I(d)(a)(i) constant for 180 calendar days
upon receipt of an executed Application and the Required Deposits by the Expiration Date.

NewPoint Impact Fund I, LP (or its designee, being referred to as “NewPoint) proposes to purchase tax-exempt
bonds [and taxable bonds] with the characteristics described below (“Bonds”). NewPoint’s offer to purchase the
Bonds is subject to the prior approval of its investment committee. The proceeds of the Bonds will finance the
Project (the “Project Loan”) and the Project will serve as collateral for the Bonds.

The tax-exempt bonds will be priced based on a spread over the 18-year SIFMA Swap rate (the “Tax-Exempt
Index”). If applicable, the taxable construction & permanent bonds and any taxable subordinate construction &
permanent bonds will be priced based on a spread over the 10 Year US Treasury (the “Taxable Index”). If
applicable, the Taxable LIHTC Bridge bonds and/or any Taxable Other Bridge bonds will be priced based on a
spread over the 5 Year US Treasury (the “Taxable Bridge Index”). The Tax-Exempt Index, the Taxable Index,
and the Taxable Bridge Index will be established on the pricing day.

I. Bond Amount, Interest Rate, Sizing & Structure

(a) Bond Amount (Construction Phase): The Construction Phase will be comprised of two series of Bonds:

(b)
i.  Tax-Exempt Series A-1:  $10,223.000 (the “TE Construction & Permanent Phase Debt”)
ii.  Tax-Exempt Series A-2:  $2.100,000 (the “TE LIHTC Bridge Debt”)
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The amount of each series of Bonds above is estimated and will be confirmed via underwriting
and calculated in a manner consistent with Section I(e) below.

(c) Bond Amount (Permanent Phase): The Permanent Phase will be comprised of one series of Bonds:
i.  Tax-Exempt Series A-1:  $9,294.000 (the “TE Construction & Permanent Phase Debt”)

The amount of Permanent Phase Bonds above is estimated and will be confirmed via underwriting and
calculated in a manner consistent with Section I(e) below.

NewPoint utilizes current year rents to size permanent-phase financing. Earn-out Proceeds of up to 10%
of the Series A-1 proceeds can be accommodated on tax exempt debt provided stabilized debt service
is 1.150. Proceeds related to a potential earn-out at stabilization will not be disbursed prior to
stabilization.

(d) Interest Rate Spread
i.  The fixed interest rate on the Tax-Exempt Series A-1 Bonds during the Construction Phase will
equal 300 bps over the Tax-Exempt Index plus any ongoing issuer and trustee fees. The fixed
interest rate on the Tax-Exempt Series A-1 Bonds during the Permanent Phase will equal 260
bps over the Tax-Exempt Index plus any ongoing issuer and trustee fees. The interest rate will
step down on a date certain six-months following the Completion Date.
ii.  The fixed interest rate on the Tax-Exempt Series A-2 Bonds will equal 345bps over the Tax-
Exempt Index plus any ongoing issuer and trustee fees.
iii.  Servicing fees are included in the above quoted spreads

(e) Bond Sizing Parameters (Construction Phase)
i.  Permanent Phase Bond Amount, plus
ii.  The LIHTC Equity Bridge Component (the “LIHTC Equity Bridge Component”)

(a) The LIHTC Equity Bridge Component shall not exceed 75% of the total equity
investment in the partnership. The current LIHTC Equity Bridge Component is
approximately [30%] of the total equity and is based on the current budget and draw
schedule. The final amount will be determined during final underwriting.

(b) No amount of the Bridge shall be used to fund any developers’ fees.

(c) All disbursements of the Bridge shall be subject to NewPoint approval.

(d) The size of the construction bridge may be increased or decreased depending upon
NewPoint’s determination of the credit worthiness of the low-income tax credit
(LIHTC) investor. Such determination will be made in NewPoint’s sole discretion

(e) After Closing, there must be sufficient remaining LIHTC equity installments pledged
to repay the Bridge Loan in full. These installments may not be conditioned upon
anything more restrictive than industry standard construction completion conditions.
These LIHTC equity installments must be contributed no later than the project
Stabilization.

(f) Bond Sizing Parameters (Permanent Phase)
i. 1.15x DSCR
ii.  90% LTV (based upon an “as-restricted” value).
iii.  70% LTC
iv. 45 Yr. Amortization
v.  NOI: $716.581 per annum (to be confirmed during underwriting).
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(g) Construction Period & Stabilization

1.
il.

1ii.

The construction plus stabilization periods shall not exceed 30 months.
The Sponsor shall have the right to two six-month extension options:

(a) For the I* extension, the Sponsor shall have the right to extend the
Construction Phase upon the payment of an amount equal to 0.00% multiplied
by the total Construction Phase Bond Amount.

(b) For the 2" extension, the Sponsor may request to extend the Construction
Phase which request may be granted by NewPoint at its sole discretion upon
the payment of an amount equal to 0.50% multiplied by the total Construction
Phase Bond Amount.

NewPoint will purchase Bonds on a drawn down basis (no more frequently than monthly).
The purchase of Bonds will fund the Construction draw.

The Permanent Phase of the financing shall commence on the first day of the first month after
the Project achieves both 90% physical occupancy and a DSCR of 1.15x on the permanent debt
amount for three consecutive calendar months (the “Conversion Date”).

(h) Capitalized Interest, Interest Only Period, Lag Deposit & Amortization

1.

ii.
iil.

1v.

The budget shall include capitalized interest in an amount sufficient to pay interest on the Bonds
through the projected Construction Phase. The amount of capitalized interest will be
determined by NewPoint in its sole discretion and will be based on the projected draw schedule.
At closing, a deposit to a capitalized interest account to be held by the Trustee may be required
to ensure that at all times there are funds available to pay interest due on the bonds.

The Bonds will be interest-only prior to conversion to the Permanent Phase.

[Amortization will commence on the first date of the 49th month following the date the loan
converts from the Construction Phase to the Permanent Phase.

Amortization will be calculated based on a 540-month schedule and payment of principal shall
commence the first day of the first month after the expiration of any interest only period.
During Construction, Borrower will be required to fund and maintain a minimum of 1 month
of interest in the Capitalized Interest Account held by Trustee. This will be accomplished
through normal advances as requested by lender. Depending on the timing of Closing and the
first draw an additional deposit may be required at closing so funds are with the Trustee prior
to the first payment date.

(i) Mandatory Redemption, Optional Redemption, Defeasance, and Maturity

1.

ii.

iil.

1v.

Commencing with the 17" anniversary of the Conversion Date, the Bonds are subject to
mandatory redemption at the option of the holder of the Bonds with at least 12 months’ notice
to the Sponsor (the “Mandatory Redemption Date”).

Commencing with the 174" month following the Conversion Date, the Bonds are subject to
optional redemption (the “Optional Redemption Date”) at the option of the Sponsor with 30
days’ notice upon the payment of the outstanding Bond amount.

The Bonds can be defeased at the option of the Sponsor at any time until the Optional
Redemption Date.

The Bonds mature on the st day of first month following the 40™ anniversary of the Closing
Date.

As a condition to conversion to the Permanent Phase, all Bonds in excess of the Permanent
Amount shall be redeemed and have no further claim on the trust estate securing the Bonds.

(7)) Replacement Reserves, Operating Reserve Fund & Debt Service Reserve Fund
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i.  An amount to be deposited per unit per annum as Replacement Reserves will be determined
during underwriting. The funding of the initial deposit to the Replacement Reserve account
shall occur upon Conversion. Funding of Replacement Reserves shall commence the 1% day
of the first month after Conversion and shall equal 1/12% of the annual amount.

II. Origination Fee & Required Deposits

(a) Origination Fees
a. 1.00% multiplied by the Construction Phase Bonds Amount (i.e., all series of Bonds).
b. 1.00% multiplied by the Permanent Phase Bonds Amount (i.e., all series of Bonds).
c. All Origination Fees are deemed earned and shall be payable on the Closing Date.

(b) Construction Monitoring Fees
a. Prior to Stabilization, a monthly Construction Monitoring Fee of $1,000
b. All out of pocket expenses, including the fees & costs of vendors and the production of any
ongoing third-party inspection reports requested by NewPoint in its reasonable discretion. The
cost of these reports is estimated to be $1,750 per month. There may be additional fees if the
reports are to be shared with the LIHTC investor.

(¢) Required Deposits of $66,284, inclusive of:
a. $12,500 application processing fee;
b. $20,000 for third party reports.
c. $33,784 for a deposit against NewPoint’s legal fees (Iender and bond purchaser legal fees are
estimated to be $125,000).

Wire Instructions are included in Exhibit B attached hereto.

1. Timing

NewPoint is expected to complete its undewriting and due diligence within 75 days from receipt of all
necessary due diligence information, this executed Application and the Required Deposits. If NewPoint receives
any information during this period that results in NewPoint or Issuer electing to not move forward with the
transactions contempated by this Application, any Required Deposits not yet spent shall be returned to the Sponsor.

IV. Exclusivity

Upon execution of this Application and in consideration for NewPoint commencing the due diligence
process with the Issuer, the Sponsor agrees not to seek to obtain (or obtain) financing from other sources for the
Project until the earlier to occur of (a) 6 months from the date the executed Application is returned to NewPoint or
(b) the date NewPoint informs the Sponsor in writing that it or the Issuer is not going to proceed with the financing.
The Sponsor’s breach of this exclusivity provision shall cause the Origination Fees and Required Deposits described
in Section II above, any out-of-pocket due diligence costs and any additional legal fees incurred by NewPoint to be
immediately due and payable to NewPoint.

V. Not an Offer or Commitment to Provide Financing

This Application was drafted as a courtesy to the Sponsor and represents the Sponsor’s authorization for
NewPoint to begin the process of the financing described herein. This Application does not constitute a commitment
on the part of NewPoint to purchase Bonds or an approval by the Issuer or any entity to provide the Funding Loan
or other financing. Any commitment by NewPoint to purchase Bonds is contingent upon the completion of its due
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diligence review, the receipt of approval from NewPoint’s credit committee and the receipt by NewPoint of offering
documents relating to the Bonds.

VL Property Manager

The Property shall be managed by a company reasonably acceptable to Lender (each, a “Property
Manager”), pursuant to a property management agreement in form and substance reasonably acceptable to Lender
(the “Property Management Agreement”). In no event shall any management fee exceed 4.50% of gross revenues
and fee in excess shall be subordinated to NewPoint.

VII. General Requirements

The expected terms and characteristics of the Bonds and this financing include those described in “Exhibit
A — General Conditions,” attached hereto.

REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
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VIII. Acceptance of Terms & Application

We hereby apply for financing pursuant to this Application and agree to be bound by the terms herein as of this
___day of 2026.

SPONSOR
EQUITY PLUS MANAGER, LLC

By:

Name:

Title:

HARRISONBURG REDEVELOPMENT & HOUSING AUTHORITY

By:

Name:

Title:
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EXHIBIT A
GENERAL REQUIREMENTS

)] Security for the Bonds & Related Loan Documentation.

The Bonds shall be secured by a loan agreement evidencing the loan of the Bond proceeds, a multifamily note
evidencing the Sponsor’s obligations under the loan agreement, a first lien on the Project and related personalty
securing the Sponsor’s obligations under the note, a pledge of the General Partner interests, a pledge of the Developer
fee, an assignment of leases and rents, a collateral assignment of any HAP contract and such other loan documentation
as required by NewPoint (collectively, the “Loan Documents”). The Loan Documents shall contain provisions: (a)
requiring the establishment and maintenance of an escrow into which the Sponsor shall pay on a monthly basis,
amounts on account of (i) real estate taxes, (ii) insurance, (iii) replacement reserves of at least $250 per unit per annum,
the funding of which shall commence upon Conversion (subject to adjustment as provided by NewPoint), and (iv)
similar expenses; each to be deposited in monthly installments beginning on the first interest payment date after the
Closing Date; (b) permitting subordinate financing only with the prior written approval of NewPoint; (c) prohibiting
the transfer of the Project or any interest in the Project or any controlling ownership interest in the Sponsor or in the
Sponsor’s general partners; (d) the terms and conditions pursuant to which the Bond proceeds may be advanced to the
Sponsor; (5) the Sponsor’s agreement to reimburse NewPoint for the costs of inspection of construction/rehabilitation
and to pay NewPoint for fees owed, increased costs, protective advances and expenses; (€) confirmation that there are
no existing private liens on the Project; (f) requiring that there are no commercial leases with respect to the Project
(aside from laundry leases); (g) requiring the Sponsor to cooperate fully in connection with the securitization or sale
of the Bonds, and (h) related to covenants, representations and warranties customarily provided in financing
agreements for facilities of this size and type.

) Guarantor, Guarantees, Assignments & Environmental Indemnity

EquityPlus Manager LLC; Harrisonburg Redevelopment & Housing Authority ([collectively], the
“Guarantors”)

The Guarantor shall collectively have and maintain a minimum net worth equal to at least forty-percent (40%)
multiplied by the total amount of Bonds. The Guarantor shall collectively have and maintain liquid assets in an
amount no less than ten-percent (10%) multiplied by the total amount of the Bonds (such minimum net worth and
liquidity amounts shall be calculated excluding the value of the Project). Distributions from any entity guarantor shall
be restricted to the extent that any distribution would reduce the net worth of the Guarantor below the prescribed
minimums.

The Guarantor shall jointly and severally guarantee: (a) completion of the construction and stabilization within
28 months of the Closing Date as well as the payment of any increase in estimated costs, (b) payment and performance
of all obligations of the Sponsor (including scheduled debt service) until the project has achieved completion and
stabilization (“Completion” and “Stabilization,” respectively). Completion means the time the Project: (i) has
received an architect’s certificate that the Project is complete; (ii) certificates of occupancy and all other necessary
approvals and permits for the use and occupancy of the Project have been issued by appropriate authorities and any
rights of appeal with respect thereto shall have expired; (¢) all costs shall have been paid and the requirements for the
expenditure of Bond proceeds shall have been met; (d) the Project is free of claims, liens or charges other than those
reflected in the approved mortgagee title insurance policy or bonded over in a manner deemed acceptable to NewPoint;
(e) receipt of a satisfactory date down endorsement of title insurance: (f) receipt of a satisfactory ALTA as built survey;
(g) receipt of evidence of hazard and liability insurance; (h) receipt of evidence of payment of all taxes then due and
payable; and (i) receipt of Sponsor’s completion certificate.
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Stabilization is achieved on the first day following Completion when (i) the ratio of net operating income
of the Project for each of the prior three months to maximum principal and interest on the loan payable in any month
equals or exceeds 1.15x in each of three prior consecutive months and (ii) the Project is 90% physically occupied
in each of three prior consecutive months and (iii) no event of default or event which, with the passage of time or
the giving of notice or both, would constitute an event of default, shall have occurred and be then continuing under
the loan documents.

For purposes of the foregoing, net operating income shall be (a) the lesser of (i) actual project income or
(i) actual project income adjusted to reflect the greater of a 5.00% or market vacancy rate less (b) the greater of (i)
actual project expenses or (ii) projected expenses determined in NewPoint’s underwriting. Actual project income
will include all Section 8 income (if any). No loan to value test shall be a condition to achieving Stabilization.

11I) Capital Structure, Tax Credit Equity and Subordinate Debt

The Sponsor shall receive proceeds from the allocation of Federal Low Income Housing Tax Credits to
a limited partner in an amount not materially less than $6,065,486. The timing of receipt of all tax credit equity is
subject to the approval of NewPoint and such approval (and the acknowledgement by any tax credit syndicator)
must be executed prior to the purchase of any Bonds.

V) Costs and Expenses

All expenses incurred by NewPoint in connection with the purchase of the Bonds including its counsel and
any inspectors, engineers, or other consultants that may be retained by NewPoint shall be borne by the Sponsor.

Payment of NewPoint’s out of pocket expenses (including, but not limited to the cost of title insurance,
survey, counsel fees, appraisal, architects and engineering report, environmental report, insurance review fees, loan

set-up fees, and third-party due diligence) by the Sponsor is not contingent on the closing of the Bonds.

V) Construction Contract & Change Orders

The construction contract shall be a guaranteed maximum price contract (also known as GMP, Not-To-
Exceed Price, NTE, or NTX contract) whereby the contractor is responsible for cost overruns, unless the GMP has
been increased via formal change order approved by NewPoint in its sole discretion. Change orders shall only be
approved in the sole discretion of NewPoint and if they result in changes scope, not price overruns, errors, or
omissions. Change orders in excess of $75,000 on an individual basis or $250,000 in aggregate shall only be
approved in the sole discretion of NewPoint and if they result in changes scope, not price overruns, errors, or
omissions.

VI) Retainage
Retainage shall equal 10% through 50% completion and step-down to 5% for the remainder of construction.

VII) Private Placement, Brokerage Fees & Commissions

NewPoint shall have no liability for payments of any placement fees, brokerage fees or commissions arising
from the issuance of an application or the purchase of the Bonds and the Sponsor agrees to indemnify, defend and
hold NewPoint harmless from and against any and all costs, claims, liabilities, damages or expenses (including
attorneys’ fees) in connection therewith.

Page 8



Bluestone Town Center Family Apartments N E w
June 9, 2026 P 0 I N T

REAL ESTATE CAPITAL

VII) Miscellaneous Required Items

(a) A mortgagee’s title policy in the full amount of the Bonds from a NewPoint approved title
insurance company, with reinsurance and direct access agreements, in form and amounts satisfactory to NewPoint,
on the ALTA form acceptable to NewPoint. The title policy shall insure the mortgage as an absolute first lien, upon
a good and marketable leasehold title, with insurance against entry of mechanics’ or other liens and subject only to
exceptions to which NewPoint expressly agrees, with such endorsements as may be required by NewPoint’s counsel,
included a zoning endorsement. If a zoning endorsement is not available, or is excessively costly, a zoning report or
zoning opinion letter will be required instead. The policy shall be dated down to Stabilization.

(b) A current ALTA survey certified to, among others, NewPoint and the title insurer, showing the
location of all Project, setbacks, easements and rights of way.

(©) Financial statements and federal income tax returns of the Sponsor and each Guarantor, together with
evidence that there has occurred no material adverse change in the Sponsor’s or any Guarantor’s financial condition
between the respective dates of such statements and returns and closing, and pro forma financial statements for the
Project projecting that upon lease-up the ratio of Project net operating income (calculated as income from operations
less costs of owning and operating the Project) to debt service on the Bonds shall at all times be at least 1.15 to 1.0.

(d) Copies of all management agreements and operating contracts with respect to the Project. All
arrangements relating to management of the Project shall be subject to the approval of NewPoint throughout the term
of the Bonds.

(e) A copy of the standard form of lease, rent rolls (if applicable) and copies of non-standard leases (if
applicable).
® Policies of builder’s risk, hazard, liability and other insurance, in form and amounts and written by

insurers acceptable to NewPoint, containing standard mortgagee and loss payable clauses and providing that such
policies shall not be canceled without 60 days’ prior written notice to the mortgagee.

(2) A copy of the contract for the construction of the Project, together with a breakdown certified by the
Sponsor and the Contractor setting forth the cost for each class of work included in the cost of construction of the
Project, and a letter from the Contractor pursuant to which the Contractor shall consent to the assignment of the
construction contract to NewPoint and shall certify and agree to such other matters as NewPoint may request. The
construction contract shall be for a guaranteed maximum price in an amount approved and shall in all respects be
subject to review and approval, by NewPoint and its counsel.

(h) Copies of all subcontracts.

(1) Complete and final Plans and Specifications (including working drawings) for the Project, including
architectural, structural, mechanical, plumbing, electrical and landscaping components, prepared by an architect or
engineer who shall be registered in the jurisdiction in which the Project is located.

G) A copy of the executed contract with the architect who prepared the Plans and Specifications, which
contract shall be satisfactory to NewPoint, together with a letter from the architect pursuant to which the architect shall
consent to the assignment of the architect’s agreement to NewPoint and certify and agree to such other matters as
NewPoint may request, including, without limitation, that the Project have been designed, and the Project, if
constructed in accordance with the Plans and Specifications, will be, in compliance with all zoning and building codes
and laws relating to accessibility to, usability by and discrimination against disabled individuals.
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(k) Full payment and performance bonds for the General Contractor and/or such subcontractors as
NewPoint may require, in each case in an amount not less than the full price of the applicable contract and naming
NewPoint in a Dual Obligee Rider.

Q) A complete breakdown of all costs of the Project, certified by the Sponsor to be the Sponsor’s true,
correct and complete good faith estimate of costs, which certified breakdown shall be in form, scope and content
satisfactory to NewPoint.

(m) “The development budget must include a hard cost contingency of no less than 5% of budgeted hard
costs for new construction projects and no less than 10% of budgeted hard costs for rehabilitation projects.”

(n) The development budget must include a soft cost contingency of no less than 5% of budgeted soft
costs, excluding (1) soft costs incurred prior to or in connection with closing; (2) interest reserve and lender fees; (3)
capitalized operating reserve deposits and other costs that may be due in connection with Conversion for which specific
sources are identified; and (4) developer fees”.

(0) The developer fee schedule as outlined in the partnership agreement must be reviewed approved by
NewPoint in its sole discretion. Generally, no more than 20% of the cash portion of the Developer Fee may be paid
at closing and no more than 50% of the cash portion may be paid at or before Completion. The Deferred Developer
Fee should not exceed 50% of the total Developer Fee but will be reviewed in conjunction with the entire development
budget.

(p) Evidence satisfactory to NewPoint of (i) proper zoning and subdivision of the land for the Project,
(i1) the issuance of all governmental permits and approvals for the Project and (iii) the availability to the land of all
necessary utility and municipal services for the Project and (iv) for existing projects, evidence of compliance with
current building and municipal codes.

(@ A comprehensive Phase I report prepared by a qualified consultant or consultants acceptable to
NewPoint certifying that the Project has been thoroughly inspected in accordance with generally accepted
professional standards for a Phase 1 survey and that the Project does not contain or show any evidence of containing
any toxic or environmentally deleterious material, whether in the soil or beneath the surface of the ground or in any
Project located thereon. In addition, for existing projects, an asbestos assessment, a lead-based paint assessment, a
lead-in-drinking water assessment, a radon assessment, a termite assessment and a mold assessment, each prepared by
a qualified consultant or consultant acceptable to NewPoint. If the project does contain any toxic or environmentally
deleterious material, such contamination must be investigated and characterized in a Phase II report prepared by a
qualified consultant or consultants acceptable to NewPoint and any remedial actions identified in the report or
otherwise proposed by the Sponsor must be approved by NewPoint.

(r) A market and feasibility study of the Project prepared by an outside consultant selected and engaged
by NewPoint (but paid for by the Sponsor).

(s) Financing and reference reports of the Sponsor and the Guarantors from outside sources selected or
approved by NewPoint.

t) An MALI appraisal by an outside appraiser selected and engaged by NewPoint, showing that the
original face amount of the Series A Bonds does not exceed 90% of the value of the Project (including the value of

tax-exempt bonds and low-income housing tax credits).

(u) For the Sponsor, its general partners and each of the Guarantors, certified copies of the following,
as applicable:
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(1) its limited Sponsor agreement, operating agreement or articles of incorporation and by-laws
as applicable; and

(i1) resolutions authorizing the execution, delivery and performance of the Loan Documents) to
which any of the Sponsor, such general partner such Guarantor is a party;

(i)  good standing/subsistence certificates and tax lien certificates.

(iv) Opinions of counsel to the Sponsor, the borrower and their constituent entities, if any, and
the Guarantors satisfactory to NewPoint and its counsel in all respects as to the following:

€8 the valid organization, qualification, existence and good standing of the Sponsor, the
general partner and their constituent entities, if any, and each of the Guarantors;

) the due authorization, execution and delivery of the Bond documents;
3) the legality, validity, binding effect and enforceability of the loan documents;

4) that the execution and delivery of and performance of the obligations of the Sponsor,
the general partner/managing member and Guarantors under the loan documents will not violate any
provision of law or any applicable judgment, order, or regulation of any court, or of any public or
governmental agency or authority, and will not conflict with or constitute a default under the
Sponsor’s, the general partner’s or any Guarantor’s organizational documents or under any instrument
to which the Sponsor, the general partner/managing member or any Guarantor is a party or by which
the Project is bound;

(5) that there are no pending or, to the best of such counsel’s knowledge, threatened,
actions against the Sponsor, the general partner or any Guarantor or the Project before any court or
governmental agency, which, if determined adversely to the Sponsor, the general partner or such
Guarantor or the Project, would have a material adverse effect upon the construction, use or operation
of the Project or upon the performance of the Loan Documents.

(6) that no taxes, fees or other charges imposed by the Project Taxing Jurisdiction or any
other local governmental entity are payable by the Servicer, the Bond Trustee as a result of the

execution, delivery, recordation or filing of the Bond Documents; and

(7 such other documents, instruments, opinions and assurances as NewPoint and its
counsel may reasonably request.
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EXHIBIT B

WIRE INSTRUCTIONS FOR REQUIRED DEPOSITS

Bank of America, NA
100 North Tryon Street,
Charlotte, NC 28255

ABA Routing: 026009593

Account Name: NewPoint Impact Fund I, LP

Account Number: 8670927795

Re: Impact - Bluestone Town Center Family Apartments

To verify wire instructions, please contact:

Bruce Prashker

Senior Financial Officer
NewPoint Real Estate Capital

64 North Summit Street, Suite 213
Tenafly, NJ 07670

973.951.9782 (mobile)
Bruce.Prashker@NewPoint.com
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REQUEST FOR PROPOSAL (RFP) SUBMISSION

Project Title: Court Square Theater Management

To: Michael Wong, Executive Director
Harrisonburg Redevelopment and Housing Authority (HRHA)

Respondent: The Court Square Theater Collective
Lead Facilitator: J.R. Snow (jrsnowmusic@gmail.com)

Submission Date: June 5, 2026

1. Executive Summary & Narrative Approach

The Court Square Theater Collective proposes a structural shift from the fragile,
single-non-profit management model toward a resilient Multi-Stakeholder Collective. Under this
social enterprise framework, Court Square Theater will be operated as a shared community
utility owned and funded by the very organizations, businesses, and civic entities that utilize the
space.

By pooling multi-tiered partner buy-ins and cross-sector corporate sponsorships, the theater's
baseline operational infrastructure is sustained before a single ticket is sold. This eliminates
individual leadership burnout, distributes the financial "heavy lift," and ensures equitable
community access to the historic downtown space.

Note: The comprehensive operational plan, member benefits matrices, and reference models
are attached in full in the accompanying proposal.

2. Record of Community Intent & Seed Commitments

To demonstrate immediate viability to HRHA, a preliminary, grassroots intake process was
shared with interested parties from original HRHA meetings through the HRHA email list.
Without initiating formal recruitment campaigns, public marketing, or targeted sales pitch
meetings, the local community has organically stepped forward.

To date, 12 stakeholders have submitted non-binding Letters of Intent (LOIs) confirming their
readiness to invest financially in the inaugural year of the Collective model.

Current Letters of Intent (LOI) Registry

Organization Name of Level of Investment Amount
Represented Contact Committed
Harrisonburg City J.R. Snow Platinum Partner $20,000
Public Schools

Visual and

Performing Arts

Friendly City Fables Jonathan Gold Partner $10,000
Stewart



Any Given Child
Shenandoah Valley

Individual (LLC
pending)

Shenandoah Valley
Pride Alliance

Harrisonburg
Downtown
Renaissance

Rocktown House of
Music

The Funny
Womacks, LLC
(FWAF Shows)

Riner Rentals

Individual Support

Individual Support

Individual Support

Eunoia Theatre

TOTAL INITIAL
COMMITMENT

J.R. Snow

Lea Hedrick

Erin West

Andrea Dono

Trent Wagler

Dawn Womack

Paul Riner

RaMona Stahl
& David
Cowardin

Annette
Federico

Grayson Sless

Alison Trocchia

Gold Partner

Encore Sponsor

Bronze Partner

Bronze Partner

Bronze Partner

Bronze Partner

Spotlight Sponsor

Theater Sponsor

Theater Sponsor

Theater Sponsor

Expressed explicit
intent for short-term
community rentals
rather than
membership tier.

$10,000

$5,000

$3,500

$3,500

$3,500

$3,500

$3,500

$1,500

$1,500

$1,500

Variable
Rental
Revenue TBD

$67,000



3. Financial Reconciliation & Strategic Growth Plan
Addressing the Budget Discrepancy

A clear discrepancy exists between the fully realized $223,750 target operating budget
outlined in our attached proposal and the $67,000 in immediate seed commitments shown
above.

This variance is intentional and tells a compelling story of untapped community demand. The

$68,000 currently committed represents a completely passive, unsolicited baseline of support.
We have deliberately not deployed a marketing strategy, held sales meetings, or aggressively
recruited corporate sponsors or arts anchors. This capital represents local stakeholders raising
their hands purely upon hearing the concept of a shared community utility.

The Threshold of Activation

This baseline commitment of almost $70,000 provides a secure runway to immediately
operationalize the plan. It proves that the community is not asking for charity, but is eager to
purchase equity ownership.

Once HRHA awards the RFP and grants official approval to move forward with the Collective
plan, a Steering Committee of committed members will launch its active recruitment phase.
Reaching the full $223,750 target budget requires securing only a modest footprint of remaining
partners:

e Anchor & Core Members: Moving from 1 existing Platinum partner to 2, and expanding
mid-tier participation.

e Corporate & B2B Sponsorships: Actively pitching Harrisonburg’s robust commercial
sector for the remaining Visionary, Encore, and Spotlight sponsorships, which are
currently unrecruited but highly marketable.

By approving this RFP, HRHA is not taking a risk on an underfunded model; rather, you are
greenlighting a proven concept that has already secured almost a third of its annual operating
budget entirely through organic, grassroots momentum.

4. Conclusion

The Court Square Theater Collective provides HRHA with a permanent escape from the
boom-and-bust cycles of traditional non-profit arts management. The community has provided
over $70,000 in written proof that they are ready to sustain this space. We request that HRHA
select this collective framework to transition Court Square Theater into a resilient, democratized,
and thriving downtown utility.



The Court Square Theater Collective

A New Vision for Harrisonburg: From Non-Profit Charity to Community Utility

For decades, Court Square Theater has been a cornerstone of our downtown. As we look toward its
future, we face a choice: do we return to the model of the past, or do we build a Multi-Stakeholder
Collective that guarantees the theater remains open, active, and equitable for all?

Most community theaters are run by a single 501(c)3. While well-intentioned, this model has built-in risks
that Harrisonburg can no longer afford:

e Donor Fatigue: Relying on the same pool of donors and grants creates a competitive and
unsustainable cycle. If a grant falls through, the doors close.

e Single Ownership Perspective: A single board decides whose story is told. This unintentionally
excludes niche arts, marginalized voices, and small local businesses that don't fit a narrow and
individual artistic vision.

e Single Point Leadership: When one leader burns out, the entire community loses its stage.

This proposal creates a shared-space social enterprise. Instead of one organization carrying the
weight, 10—25 anchor partners—ranging from dance studios and film festivals to local businesses and
civic groups—buy in to run the space together.

1. Tiered Ownership: Equity through Investment

To ensure the theater is accessible to everyone from the large institution to the small startup, we utilize a
tiered buy-in system. This isn't just a fee; it is an ownership stake that scales with your need:

e Anchor Tiers: Larger organizations with high-frequency needs provide the "bedrock" funding
securing prime weekend slots and a foundational seat on the board.

e Professional and Collaborator Tiers: Mid-sized groups buy in at a lower level securing a block
of dates that fit their annual season.

e Incubator Tiers: Smaller entities or emerging artists can buy in at entry levels, ensuring they
have a professional home to grow their craft without the "big theater" price tag.

2. Radical Sustainability

e Guaranteed Stability: By pooling these buy-ins, the $200,000 operating budget (rent, insurance,
and utilities) is covered before the first ticket is sold.

e The "Airbnb" Advantage: This model treats the theater as a shared resource. Members get first
look at the calendar, ensuring those who invest in the theater have the first right to use it.

3. Collaborative Efficiency

Shared Infrastructure: Every partner shares the cost of a top-tier Managing Partner and Technical
Director alongside the shared needs of the community.

Cross-Pollination: When a brewery, a theater troupe, and a tech collective share a space, they share
audiences. A patron for one becomes a patron for all, weaving a tighter social fabric for Harrisonburg.

The Bottom Line: The traditional model asks Harrisonburg to give to a theater. This Court Square
Theater Collective model asks Harrisonburg to invest in a shared utility. This model is more sustainable,
more aligned to the community vision, and a stronger choice for the future of our theater. This plan
doesn't just save a stage; it builds a platform where the community, not a single entity, decides the future.
By sharing the costs and leadership, we share the success, create cross-pollination between audiences,
and ensure the lights stay on for everyone.



Court Square Theater Collective Member Benefits Matrix
Organized by potential needs and sectors, the matrix below shares a starting point for potential
collaborative owners to be part of the multi stakeholder collective.

Benefit Platinum Silver Gold Bronze
Category (Anchor) (Professional) (Collaborator) (Incubator)
Annual Buy In $20,000 $15,000 $10,000 $3500
Guaranteed 21 Nights 14 Nights 10 Nights 5 Nights
Dates (including 3 (including 2 (including 1

Fri/Sat Fri/Sat Fri/Sat

combinations) combinations) combination)
Booking Round 1: Round 2: Round 3: Round 4:
Priority 18 Months Out 18 Months Out 15 Months Out 15 Months Out
Collective One Voting Seat One Voting Seat .5 Voting Seat General
Board Position Assembly Vote

Technical Full access to TD | Full access to Limited Access to | Limited Access to
Support + 2 Training House TD + House TD + House TD
Training Training
Marketing Lead Logo, Logo, Website, Rotating Logo Website
Website, Programs Placements,
Programs Website

Concessions

Member Keeps
100%

Member Keeps
100%

Member Keeps
100%

Member Keeps
100%

Ticketing Fees

Member Keeps
100%

Member Keeps
100%

Member Keeps
100%

Member Keeps
100%

Collective
Volunteer
Support

Access to the
Collective
Volunteer Support

Access to the
Collective
Volunteer Support

Access to the
Collective
Volunteer Support

Access to the
Collective
Volunteer Support

Court Square Theater Collective Rental Matrix

Membership is not the only way to have access to the theater. Traditional rental opportunities for
organizations and individuals still can be part of the court square theater usage, providing access for ALL

of the community.

Rental Category

Commercial Touring

Local Community:
Day Long

Local Community
Hourly

Rental Rates

$1250/Day

$750/Day

$100/Hour

Booking Priority

Round 5: 12 Months

Round 5: 12 Months

Round 6: 6 Months Out

Technical Support

Full Access

Full Access

Full Access

Concessions

$250 Minimum Fee

No Fee

No Fee

Marketing

Website/Newsletter

Website/Newsletter

No Marketing

Ticketing Fees

$5.00/Ticket

$2.00/Ticket

$2.00/Ticket




Court Square Theater Collective Sponsor Ownership
A true collective brings multifaceted leadership to the owners circle. With the CST Collective
Sponsorship, individuals and businesses are bringing more than marketing money to the table, but
instead, buying into the vision of the CST Collective.

Logo

Logo

Sponsorship Visionary Encore Sponsor | Spotlight Theater Sponsor

Category Sponsor Sponsor

Annual $10,000 $5,000 $3,500 $1,500

Commitment

Strategic Helps to Helps to Supports Supports Building

Purpose Underwrite the Underwrite the Youth/Family Upgrades
Managing Director | Technical Director | Opportunities

Naming Rights Yes No No No

Visual Presence | Lead Marquee Lead Lobby Logo | Rotating Lobby Supporters Wall

Seat

Hospitality 40 Flex Tickets 20 Flex Tickets 10 Flex Tickets 5 Flex Tickets
and 1 VIP
Reception

Space Access 2 Private Event 1 Private Event NA NA
Nights (Off Peak) [ Night (Off Peak)

Leadership Role | One Voting Seat .5 Voting Seat General Assembly | NA




Court Square Theater Collective Sample Budget
This sample budget shows how collective ownership can work to support the theater, provide opportunity
for growth, and sustain opportunities for all areas of the community.

April 28, 2026

Summary

ota Actua Budgetec
Income 0.00 223,750.00
Expenses 0.00 218,450.00
Income less Expenses 0.00 5,300.00
Income
Income Source Actual Budgeted Notes
Anchor Partners 40,000.00 2 Partners
Professional Partners 45,000.00 3 Partners
Collaborator Partners 50,000.00 5 Partners
Incubator Partners 24,500.00 7 Partners
. |
Commercial Rentals 2,500.00 2 Rentals
Community Rentals 5,250.00 7 Rentals
Hourly Rentals 4,000.00 10 Rentals
.
Visionary Sponsors 10,000.00 1 Sponsor
Encore Sponsors 10,000.00 |2 Sponsors
Spotlight Sponsors 15,000.00 |5 Sponsors
Theater Sponsors 10,000.00 10 Sponsors
...
Concession Income 5,000.00
Ticket Sales Income 2,500.00
Total Income 0.00 223,750.00




Expenses

Percent of expenses

Withholdings Actual Budgeted [\ [o] 553
Property Taxes (end of year) 0.00 0.00
Theater Upgrades/Repairs 0.00 40,000.00
FICA/Healthcare Stipend/Simple IRA 0.00 20,000.00
Utilities 0.00 20,000.00
Real Estate Taxes 0.00 8,400.00
Additional Taxes?
Total withholdings 0.00 88,400.00
Percent of expenses 40.47%
Fixed Expenses Actual Budgeted Notes
Managing Director 50,000.00
Technical Director 50,000.00
Cleaning 15,000.00
CST Website/Communications 5,000.00
Projector Service 3,200.00 If Needed.
Taxes/Legal Fees 2,000.00
CAM Fees 1,500.00
HRHA Insurance 1,000.00
Pest Control 1,000.00
Quickbooks 750.00
ABC License 600.00
Total fixed expenses 0.00 130,050.00
Percent of expenses 59.53%
Variable Expenses Actual Budgeted Notes
Total variable expenses 0.00




Court Square Theater Collective
Comparative Analysis: Court Square Community Feedback Report

The Court Square Community Feedback Report shared strategic opinions and thoughts about how CST
could move forward. Below is an analysis of the CST Collective with that community feedback.

Strengths and Synergy for The CST Collective

e Sustainability & Self-Sufficiency: The community repeatedly emphasized the need for a
“break-even or revenue-positive model". The CST Collective plan to cover the operating
expenses via partner buy-ins directly addresses this demand for financial stability.

e Collaborative Governance: Stakeholders expressed a desire for shared ownership and an
independent board. The CST Collective tiered board structure provides the "clear operational
structure” participants felt was missing under current management.

e Predictability: Attendees called for an "annual program calendar". By using a weighted lottery for
partners, the CST Collective model naturally generates a year-long schedule well in advance.

e Marketing: The community emphasized the need to have a strong marketing presence in the
new plan. The CST Collective shared ownership brings owners and organizations to the forefront
of marketing success by bringing their audiences to the theater.

e Youth & Family Focus: This was identified as a "high-potential growth area". The CST Collective
multi-tiered ownership and rental structure allows for short and long term usage for youth and
family programming.

Opportunities for Refinement for the CST Collective

1. Addressing Youth and Education: The report highlights a strong desire for Saturday morning shows,
camps, and homeschool programming.

e Potential Solutions:
o Create a dedicated "Youth Arts" slot in the Collective for a partner (or group of partners)
specifically focused on intergenerational and family programming.
o Ensure that the theater could be used by multiple partners for day and evening
programming.

2. The Marketing Barrier: Marketing was identified as a primary barrier to success and a "heavy lift".

e Potential Solutions:
o Add in kind marketing partners to the sponsorship lists that are willing to share
information to their constituents/email lists at no cost to the Collective.

3. Mitigating Cultural Polarization: The report noted a "bluegrass vs. drag" tension.

e Potential Solutions:

o Ensure that education of the collective is part of the startup. The collective model will
naturally bring in multiple stakeholders through ownership and rentals. Because the
board is a collective of 25 different entities, the programming is naturally diversified,
which prevents the theater from being defined by a single political or cultural niche.



Frequently Asked Questions: The CST Collective Model
1. Who actually "owns" the theater?

The theater is operated as a Multi-Stakeholder Cooperative. The owners are the 10-25 businesses and
organizations that commit to the annual buy-in. While a legal entity (like a Co-op or a L3C) holds the
lease, the Board of Directors—composed of representatives from the member organizations—makes
the high-level financial and strategic decisions.

2. If 25 groups own it, how do we decide who gets the theater on a Friday night?

Scheduling is handled through a Weighted Priority System established at the beginning of each fiscal
year. That is outlined in the membership matrix.

3. How is a "Collective Board" different from a "Non-Profit Board"?

In a traditional non-profit, boards are often "fiduciary and fundraising" bodies—they ask for money. In our
Collective Board, members are Active Stakeholders. Decisions aren't made by single entities, but by
the very people using the stage. This ensures the theater’s policies always reflect the actual needs of the
performers and businesses using the space.

4. Does this mean the theater is private? Can the general community still use it?

No, it is not private. The Collective acts as the steward of the space. By covering the $200,000 base
cost through memberships, the Collective actually makes it cheaper and easier for the general
community to use the space during non-member dates. We remove the pressure to charge extortionate
rental rates to small community groups because the rent is already paid.

5. What happens if a partner business closes or can't pay their tier?
The Collective model is built for resilience through redundancy.

e The Transition Fund: A portion of all buy-ins is held in a reserve.

e Waitlisting: We maintain a "waiting list" of local entities who want to join. If a slot opens, the next
business in line steps into that tier.

e Tier Shifting: If a partner needs to "downsize," they can move from a Platinum to a Silver tier,
allowing a smaller organization to move up.

6. Who handles the day-to-day work (cleaning, lights, box office)?

The Collective hires a lean professional staff (a Managing Director and a Technical Lead). Because the
ownership is shared, members also provide the sweat equity for certain costs—for example, a member
business might provide their own ushers or marketing, further reducing the theater’s overhead.

7. Is my buy-in tax-deductible?

This depends on the final legal structure. If we form as a 501(c)3 with a Membership Structure, buy-ins
can be framed as tax-deductible sustaining memberships. If formed as a Cooperative, the buy-in is a
business expense (marketing/facility use), which offers different tax advantages for local businesses.



8. Are there other examples of entities doing this?
Nova Arts / Terra Nova Collective (Keene, NH)

e Demographic Match: Keene is a quintessential "college town" (Keene State) with a population of
~23,000, serving a wider rural county. Like Harrisonburg, it has a mix of student energy and local
industry.

e The Model: This is a "Shared-Space Social Enterprise." A local coffee roastery (Terra Nova)
shares its physical footprint with a dedicated arts non-profit (Nova Arts).

e How it works: They use a Collaborative Revenue Model where the for-profit business and the
arts entity share overhead costs (rent, utilities, and staffing). This "Co-location" reduces the
expenses for the arts programming, making it sustainable in a small market that couldn't support
a standalone high-rent theater.

10 Carden / 10C Shared Space (Guelph, Ontario)

e Demographic Match: Guelph is a mid-sized city with a major agricultural university (University of
Guelph), mirroring the JMU/EMU and Rockingham County ag-tech ecosystem.

e The Model: A Multi-Stakeholder Social Enterprise. 10C bought a downtown building and
operates it as a "community hub" where non-profits, artists, and social entrepreneurs all "buy in"
as members.

e How it works: They use a tiered membership. Instead of one organization struggling to pay for a
building, 40+ "co-tenants" and "community partners" pay monthly fees that cover the building’s
$1M+ operations. It is governed by the members, not a traditional top-down board

3. The Center (Jackson, WY)

e Demographic Match: While Jackson is a resort town, its year-round population (approx. 10,000)
and reliance on a "hub-and-spoke" county model (Teton County) mirror Harrisonburg'’s role as the
"capital" of the Shenandoah Valley.

e The Model: The Umbrella Infrastructure Model. The Center is a physical facility that houses 19
independent "Resident Non-Profits."

e How it works: The 19 organizations aren't just renters; they are stakeholders. They have
long-term agreements that provide them with administrative space and priority scheduling in the
theater. This collective "shared back-office" allows tiny organizations to operate out of a
world-class facility they could never own alone.

4. Flywheel Arts Collective (Easthampton, MA)

e Demographic Match: Easthampton is a small city (pop. ~16,000) within the "Five Colleges" area
of Western Massachusetts. It mirrors Harrisonburg’s blend of a rural/industrial past with a
high-energy, university-influenced arts culture.

e The Model: The Volunteer-Driven Multi-Stakeholder Collective. Flywheel is a non-profit, but it
functions as a "volunteer-run space where everyone is a stakeholder." It is famous for having no
traditional executive director; instead, it is governed by a consensus-based collective.



Executive Summary

Act One Theater Company, Inc. respectfully submits this proposal to continue the comprehensive
management and operation of Court Square Theater (CST) as a vital public trust for Downtown
Harrisonburg. Born directly from programming inside the theater in 2022 and incorporated as an
independent 501(c)(3) nonprofit in 2025, Act One stepped forward in January 2026 to stabilize and
save this local landmark from permanent closure. Having successfully managed all daily operations,
film screenings, and theatrical productions over the past five months, Act One provides the
Harrisonburg Redevelopment and Housing Authority (HRHA) with a seamless, zero-day transition
window that guarantees complete institutional continuity and zero operational downtime.

Our management approach positions Court Square Theater as an accessible, wide-open gateway
where residents actively create art rather than simply consume it. Grounded in the radical belief that
anyone who wishes to participate should have the stage to do so, our inclusive programming
operates like recreational youth sports where “no one gets cut.” To dismantle socioeconomic
barriers, we leverage our highly successful, high-demand community theater productions — the
historical cornerstone of the venue’s financial viability — as a robust revenue engine. The surplus
generated from these foundational shows cross-subsidizes culturally enriching but less lucrative
programming, including independent film screenings, grassroots improv, and live music.
Furthermore, our inclusive casting and volunteering structures act as a vehicle for “people-based
economic development,” drawing hundreds of families downtown to patronize local restaurants and
shops.

Financially, Act One operates with an agile business model utilizing strategic 1099 subcontractor
networks and front-of-house volunteers to keep operational overhead lean. As a mission-driven
nonprofit, 100% of our surplus is reinvested directly into the facility and public programming. To
tulfill the Triple Net Lease requirements, we are launching tiered annual membership drives,
seasonal subscription packages, and shared technical services to secure predictable, upfront cash
flow for capital improvements. By establishing a permanent community anchor, launching a
Community Advisory Board, and utilizing our Open Stage Fund to reduce the cost of space access,
Act One ensures Court Square Theater remains a safe, resilient, and welcoming home for every
resident of the Friendly City who wants to see or participate in a live performance.



Section 1: Organizational Overview

Introduction & Mission

Act One Theater Company, Inc. is a nonprofit arts organization committed to producing high-
quality theatrical and cultural experiences while creating educational and artistic opportunities for
performers, students, audiences, and community organizations. Our mission is to inspire, educate,
and empower people of all ages through accessible, high-quality theater. We provide the stage for
creative expression and confidence-building because we believe that when a community creates
together, it grows together. At the heart of our work is a simple, radical belief: anyone who wants to

get on stage can get on stage, and anyone who wants to see a performance can see a performance.

Our Origin and the Saving of Court Square Theater

Act One Theater Company was born directly out of programming developed at Court Square
Theater. Founded by J.P. Gulla and Leeanne Shepherd, the ACT ONE Education Program began
following a highly successful inaugural summer of theater camps in 2022 while the venue was
operated by the Arts Council of the Valley. What began as a small summer theater initiative quickly
expanded into robust, year-round programming that now includes youth productions, camps,
community theater, and productions for adult performers.

In May 2025, ACT ONE officially incorporated as an independent 501(c)(3) nonprofit organization.
In January 2026, when Court Square Theater faced the imminent threat of closing its doors for
good, Act One stepped forward and signed a one-year contract with the Harrisonburg
Redevelopment and Housing Authority (HRHA) to run and essentially save this vital local landmark.
Today, Act One proudly does business as Court Square Theater, ensuring that this special space
remains an active, energetic cultural hub in Downtown Harrisonburg.

The Next Step in Our Evolution

For 25 years, the Harrisonburg community has benefited from the work of the Arts Council of the
Valley at Court Square Theater. By curating and bringing high-quality art to our downtown, the
Council bridged gaps, improved the well-being of our residents, and built the foundation of the local
arts scene we enjoy today.

Thanks in no small part to that very work, however, Harrisonburg has grown. While we will always
value the art and performances imported to our community, our city is now large enough and
talented enough to create art that comes directly from our community. Court Square Theater
remains the ideal venue for this to happen. Our Friendly City is ready for a new act starring our
residents as performers and creators in addition to being audience members. The challenge is to



ensure that Court Square Theater is anchored by a tenant that reflects these values, i.e. a steward that
is deeply rooted in Harrisonburg’s inclusive spirit and possesses the proven operational history to
keep the theater’s doors open for everyone, permanently.

Core Organizational Strengths
Act One brings an unmatched set of organizational advantages to this management contract:

® An Immediate, Proven Track Record: Act One has already demonstrated its ability to
successfully operate Court Square Theater over the past five months through consistent
programming, strong attendance, and positive community engagement.

® Deeply Embedded Operational Infrastructure: Because Act One already actively
manages every aspect of Court Square Theater’s day-to-day operations, we provide
immediate stability and institutional knowledge without a single day of transition lag.

® Decades of Combined Leadership Experience: Our executive team features
comprehensive expertise across theater operations, performing arts management, technical
theater, event production, marketing, arts education, and strict budget oversight.

e Thriving Community Ecosystem: Act One maintains strong, active partnerships with
local schools and universities, community nonprofits, independent artists and musicians,
regional theater groups, film organizations, downtown businesses, and regional tourism
entities.

Comprehensive Operational History

Act One has extensive, hands-on experience managing the full spectrum of operations required by
the HRHA's scope of work, including:

® Mainstage & Community Theater: Producing full-scale theatrical productions for actors
of all ages.

® Youth Education: Managing high-demand youth theater productions, workshops, and
seasonal camps.

e Film Programming: Curating and projecting independent film screenings, specialty theme
nights, and educational cinema.

® Live Music & Performance Booking: Scheduling and executing concerts, regional artists,
and live events.

® Venue Administration: Supervising facility scheduling, volunteer coordination, front-of-
house management, and rental administration for private and public events.



Section 2: Approach and Methodology

Our Philosophy: The Theater as a Public Trust

Live theater events are fundamentally built upon a foundation of human connection. It is an
unrepeatable, symbiotic relationship where performers connect with one another and with the
audience, and the audience connects with transformative ideas. Live theater events foster empathy
and creative collaboration at its peak, bridging the gap between diverse lived experiences.

Act One Theater Company proposes a comprehensive management structure for Court Square
Theater centered on the conviction that a theater should not be a closed circuit for elite performers,
but a wide-open gateway for the entire public. Court Square must be a true public trust. Our
approach to the scope of work outlined in the RFP is built upon four clear community pillars
designed to actively remove socioeconomic barriers and ensure the theater serves as a permanent,
inclusive home for every resident of the Friendly City.

1. Operations Management: Providing a Safe, Welcoming, and
Accessible Space

The community needs a safe and accessible space where theater and other live arts programming
actively remove socioeconomic barriers, ensuring that participation is feasible for every family in
terms of cost, time, and effort. Act One’s operations are intentionally designed to achieve this.

We will continue to oversee all daily theater operations, maintaining clearly documented operational
procedures to ensure consistency, accountability, and professionalism across the following areas:

e Day-to-Day Administration: Managing event scheduling, calendar coordination, vendor
relationships, and facility supervision.

e Front-of-House and Guest Experience: Overseeing ticketing operations, concession
management, and event safety.

e Barrier Removal Initiatives: Actively managing operations to ensure events at Court
Square Theater are never a “rich person's event.” This includes maintaining the Open Stage
Fund which reduces the overhead cost of renting and using the space for other community
arts providers, providing scholarships and participation funds so more community members
(children, specifically) can participate in staged productions, and offering Pay What You Will
performances and complimentary tickets to families facing financial hardship so that our
audience remains as diverse as our city.

e Strategic Operational Partnerships: Maintaining our operational bridge with the Second
Home Learning Center, Asbury UMC and Beth El Congregation to hold rehearsals and



meetings at their facilities, overcoming transportation and accessibility hurdles for

underserved student populations.

2. Programming Vision & Booking: Cooperation Over Competition

The community thrives when it has a high-quality environment where the programming focus is on
collective growth, confidence-building, and inclusion rather than rivalry, “making the cut,” or being

part of the in-crowd.

Act One’s approach to theater programming is modeled after youth recreation sports: no one gets
cut. We intentionally select and book productions that offer expansive opportunities, ensuring that
anyone who auditions finds a home within the cast, frontstage or backstage.

As managers of Court Square Theater, Act One will curate and execute a vibrant, year-round, multi-

use calendar across all required disciplines:

® Theatrical Productions: Mainstage performances, youth musicals, weekend/summer
camps, and adult community theater designed to reflect the community back to itself.

e Film Screenings: Expanding beyond commercial cinema to project independent films,
educational screenings, and specialty theme nights (such as our Arts on Screen series).

e Live Music and Performances: Booking local, regional, and touring musicians, comedy
acts, spoken word artists, and cultural dance events.

e Community Events & Open Access: Actively working to find a way to say “yes” to the
community’s needs by opening the space up for nonprofit fundraisers, benefits, lectures,
panel discussions, and local festivals, all of which can be regularly subsidized at significantly

reduced or even zero-cost rates.

3. Marketing & Audience Development: People-Based Economic

Development

Our approach to audience development treats the arts as an engine for “people-based economic
development,” directly supporting downtown revitalization and the overarching mission of
Harrisonburg Downtown Renaissance (HDR). Because our inclusive casting model involves large,
diverse segments of local performers, every production brings a massive, built-in influx of families,
volunteers, and sponsors directly into the downtown district.

To continually expand and engage this audience, Act One will deploy a comprehensive marketing

strategy:



e Digital & Local Outreach: Leveraging targeted social media marketing, email campaigns,
local media engagement, and cross-promotions with downtown businesses.

e Tourism and Nightlife Partnerships: Aligning with tourism and cultural organizations to
position Court Square Theater as a premier cultural anchor that drives evening foot traffic to
local restaurants and shops before and after curtain call.

e Student and Senior Outreach: Designing specific matinees, school field trips, and elder
theater initiatives to ensure multi-generational engagement.

4. Staffing, Leadership, & Community Oversight

The delivery of these services relies on an inclusive workplace culture and a team that embodies
Harrisonburg’s diversity. The Act One leadership, board, and staff includes multilingual individuals,
arts educators, and experts in disability advocacy, ensuring that every participant, volunteer, and
patron feels seen, heard, and supported.

To guarantee that our management and programming remain directly aligned with the public interest
rather than individual visibility, Act One will implement a dual-leadership oversight model:

® Professional Management: Direct operational oversight handled daily by our experienced
executive team, managing technical contractors, front-of-house staff, and a robust network
of trained community volunteers.

e Community Advisory Board: Establishing a rotating advisory board featuring members
from various community sectors. This board will provide vital shape, feedback, and direction
to our programming, ensuring Court Square Theater remains a safe, welcoming, and
accessible home for every resident.



Section 3: Sustainability Plan

Our Philosophy: A Public Trust Funded by Community Success

For Court Square Theater to remain a lasting asset for Harrisonburg, it must be anchored by an
occupant that is fiscally self-sufficient, resilient, and structurally structured to put the public’s needs
first. Act One Theater Company operates as a non-profit steward, ensuring that the theater remains
a community-focused asset where every dollar earned is reinvested directly into the facility,
programming, and people of Harrisonburg. Unlike for-profit models where earnings may be
pocketed by owners or operators, 100% of our operational surplus returns directly to the theater and
the public it serves.

Act One does not rely on a model of perpetual subsidy. Instead, we ensure long-term sustainability
by deploying a lean, high-impact business model that uses our own highly successful, high-demand
productions and programming to generate the reliable capital required to keep the doors open and
the facility well-maintained for years to come.

The Core Pillar: High-Demand Community Theater

For many years, the historical and foundational cornerstone of financial sustainability at Court
Square Theater has been community theater productions. Act One’s youth musicals, summer camps,
and adult community theater productions are exceptionally robust revenue engines.

Because our programming model is built “for the community, by the community,” we enjoy an
expansive, built-in audience of families, volunteers, neighbors, and local corporate sponsors. This
deep community investment translates directly into consistent, predictable ticket revenue and high-
capacity attendance that shields the venue from economic volatility. By scaling our programming
with the projected population growth of Harrisonburg and the surrounding counties, we

continuously expand this reliable client and donor network.

Cross-Subsidizing the Arts: Supporting a Diverse Ecosystem

The primary financial strength of Act One’s robust community theater model is its capacity to
generate a steady operational surplus. As a mission-driven 501(c)(3) organization, we leverage this
economic power to cross-subsidize and sustain other vital live performance and cinematic arts
events that are inherently less robust in terms of direct revenue generation.

By absorbing the financial risks of production through our high-demand theater shows, Act One can
confidently open the Court Square Theater stage to a wide, diverse array of programming that might
otherwise struggle to cover its own overhead:



e Film and Cinema Programming: Funding the curation and projection of independent
film screenings, community cinema events, and specialty theme nights that enrich local
culture but yield lower profit margins due to smaller audiences.

® Live Music and Guest Performances: Inviting outside regional musicians, touring artists,
and cultural performers into the venue, ensuring Harrisonburg has access to diverse talents
without forcing the theater to rely on unpredictable box office splits.

® Grassroots and Experimental Performances: Providing a safe financial cushion to host
smaller, local improv shows, comedy acts, spoken word events, and experimental
performances that foster new artistic talent, though may not draw large audiences.

® Subsidized Community Space: Allowing Act One to formalize operating discounts and
subsidized rental rates for local non-profits, benefit events, and grassroots organizations.
Because theatrical productions only require the physical stage during immediate run-ups and
performance windows, we utilize our financial stability to routinely say “yes” to the
community's needs, often providing the space entirely for free.

Diversified Revenue Growth & Long-Term Longevity

Securing a permanent residency at Court Square Theater allows Act One to transition from
production-to-production financing to establishing permanent, institutional revenue streams typical
of successful regional theaters.

Our long-term fund development strategy includes:

® The Founders Members Program: Launching tiered annual memberships and offering
naming rights for specific locations within the theater space to secure immediate capital for
major facility upgrades and preventative maintenance.

® Seasonal Subscription Packages: Transitioning to a seasonal theater model that rewards
loyal patrons and provides Act One with predictable, up-front cash flow to fund technical
improvements and premium production rights.

® Aggressive Grant Procurement: Leveraging our non-profit status to aggressively pursue
arts, education, and community development grants from federal, state, and private
foundations that are completely unavailable to for-profit ventures.

® Shared Technical Services: Utilizing our strategic network of 1099 production
subcontractors and permanent technical setup to provide contracting services for other
regional events, turning our operational infrastructure into an independent revenue stream
that supports the broader arts ecosystem.



Section 4: Financial Proposal

Financial Philosophy: Fiscal Responsibility Focused on Public
Reinvestment

Act One Theater Company proposes a financially responsible operational model designed to
maximize community impact while ensuring absolute fiscal sustainability. As a mission-driven
501(c)(3) nonprofit organization, our budget philosophy is distinct from for-profit ventures: we
operate Court Square Theater as a public trust. Every dollar generated through ticket sales, camps,
rentals, sponsorships, and concessions is directly reinvested back into theater programming, facility
maintenance, equipment upkeep, and community access initiatives like scholarships and other
participation funds programs.

Our financial approach is structured around five strategic priorities:

1. Responsible Operational Spending: Maintaining an agile, lean overhead to maximize the
impact of every dollar.

2. Revenue Diversification: Expanding beyond traditional ticket sales to create a highly
resilient multi-stream income model.

3. Community Accessibility: Keeping ticket prices and entry fees affordable while expanding
scholarship access.

4. Long-Term Capital Sustainability: Securing upfront cash flow and dedicated funding
pathways for major facility maintenance and upgrades.

5. Direct Asset Reinvestment: Guaranteeing that 100% of operational surpluses remain
inside the facility and its programming.

Proven Operational Stability and Multi-Stream Revenues

Act One has already demonstrated its ability to manage ticketing, optimize concession revenue,
balance complex operational expenses, and navigate daily theater finances efficiently over the past
five months of active venue management. To meet the Triple Net Lease obligations outlined in the
RFP — including all operating expenses and service contracts — Act One utilizes and will continue
to expand a robust, multi-stream revenue model:

® Earned Performance Revenue: Driven by our high-demand youth musicals and
community theater productions, which provide a reliable, built-in audience and consistent
box office income.

® Educational Revenue: Generated through year-round weekend workshops, specialized
masterclasses, and highly attended summer theater camps.



e Facility Rental Income: Administering paid rentals for private celebrations, corporate
meetings, and outside commercial events during windows when the stage is not active.

® Concession and Merchandise Sales: Maximizing high-margin theater concession sales
across our entire year-round event calendar.

e Contributed Income and Philanthropy: Cultivating a diverse, renewable network of
individual donors, corporate sponsors, and annual fundraising events.

® Exclusively Available Grant Funding: Actively pursuing arts, education, and community
development grants from public and private entities that are legally restricted to 501(c)(3)
organizations and completely unavailable to for-profit competitors.

Strategic Cost Management & Agility

To guarantee that operational expenses never outpace income, Act One employs a lean, high-impact
business model that prioritizes agility and market demand.

e The 1099 Subcontractor Network: Rather than straining the theater’s budget with
permanent full-time administrative overhead, Act One utilizes a strategic contracting system
for our productions. By employing a flexible network of 1099 subcontractors, we scale our
production overhead up or down based on the exact requirements of each event, protecting
the venue's baseline financials.

e Volunteer Engagement: Lowering daily staffing costs by recruiting, training, and
supervising a dedicated community volunteer network to support front-of-house operations,
box office assistance, ushering, and concessions.

Capital Improvement and Facilities Budget Philosophy

Act One fully recognizes and accepts the financial responsibility for ongoing facility maintenance,
equipment upkeep, and long-term technical planning. To fulfill the RFP requirement regarding
capital improvements — including the 50/50 cost-shate structure with the HRHA for expenses
exceeding $10,000 — Act One will deploy two new institutional funding mechanisms:

e Founder Members and Tiered Memberships: Launching an annual membership drive
offering naming rights for specific locations within the theater space, creating a dedicated
capital reserve fund solely for preventative maintenance and facility upgrades.

® Seasonal Subscription Packages: Transitioning to a seasonal theater model to secure
predictable, upfront cash flow, which will be used to fund technical improvements and
premium production rights well in advance.



Act One Theater Company, Inc.
Budget_FY27_P&L_Location_Report

July 1, 2026-June 30, 2027

Act One Theater Co. Court Square Theater Total
Budget Budget Budget
Revenue
Concession Sales 32,500.00 25,000.00 57,500.00
Grants 10,000.00 5,000.00 15,000.00
Fundraising 10,000.00 15,000.00 25,000.00
Individual & Small Business Contributions 26,000.00 10,000.00 36,000.00
Registration Fees 40,000.00 40,000.00
Theater Rentals 20,000.00 20,000.00
Ticket Sales 95,000.00 30,000.00 125,000.00
Total for Revenue 213,500.00 105,000.00 $318,500.00
Cost of Goods Sold
Gross Profit 213,500.00 105,000.00 $318,500.00
Expenditures
Advertising, Promotion, Marketing 10,000.00 10,000.00
Bank and Merchant Fees 3,000.00 3,000.00
Concessions 5,000.00 5,000.00
Fundraising Expense 2,000.00 2,000.00
Information Technology 2,000.00 2,000.00
Legal and Professional Fees 5,000.00 5,000.00
Licensing and Permits 4,000.00 4,000.00
Operating - Court Square Theater 155,000.00 155,000.00
Professional Development 2,500.00 2,500.00
Programming Expenses 130,000.00 130,000.00
Total for Expenditures 163,500.00 155,000.00 $318,500.00
Net Operating Revenue 50,000.00 -50,000.00 $0.00
Other Revenue
Other Expenditures
Net Other Revenue $0.00 $0.00 $0.00
Net Revenue 50,000.00 -50,000.00 $0.00

More detailed annual budgets, historical performance financials, financial reporting structures, and

line-item operational planning documents can be provided immediately upon request.




Section 5: Proposal Implementation

Seamless and Immediate Transition

Because Act One Theater Company is already actively managing the day-to-day operations of Court
Square Theater, the transition process under this new lease will be completely seamless and
immediate. Unlike outside offerors who require an extended onboarding schedule, Act One offers a
zero-day transition window. There will be no disruption to the facility’s calendar, no operational
downtime, and no loss of institutional momentum.

We can immediately continue executing all current theater functions, including:

Running our existing schedule of diverse, year-round programming.

Fulfilling and coordinating all active facility rental agreements.

Operating our established, in-place ticketing, concession, and box office platforms.
Deploying our active marketing channels and community communication streams.

Managing the technical theater equipment and projection systems.

Directing our robust network of trained front-of-house volunteers.

First-Year Implementation Priorities

To achieve the primary objectives set forth in the RFP, Act One has structured its first-year
implementation plan around five tactical operational pillars:

® Operational Stability: Maintaining uninterrupted theater operations, maintaining
scheduling continuity, and ensuring compliance with all safety, licensing, and regulatory
requirements.

e Expanded Programming: Continuing to grow a diversified, multidisciplinary arts and
entertainment calendar across theater, live music, and cinema.

® Revenue Growth: Actively expanding high-yield facility rentals, corporate sponsorships,
and educational programming opportunities to maximize earned income.

® Facility Assessment: Collaborating closely with HRHA leadership to conduct a
comprehensive structural and technical assessment, identifying long-term preventative
maintenance and capital improvement priorities.

e Community Engagement: Strengthening core regional partnerships with local public
schools, area universities, civic nonprofits, downtown businesses, and regional tourism

entities.



Rolling Out the Future: “What Act One Plans to Do”

With the fiscal security and operational stability of a long-term contract at Court Square Theater, Act
One will immediately begin executing our strategic expansion plans to transition the venue from a

temporary residency into a permanent, thriving community anchor.
1. Expanding Welcoming and Accessible Spaces

® Scholarship and Participation Fund Guarantee: Act One will transition from
production-to-production financing to a model where we legally guarantee that at least 10%
of our annual operating budget is dedicated directly to scholarships and other participation
funds.

® School and Camp Expansion: We will expand our weekend and summer camp offerings
and actively establish Court Square Theater as a premier regional field trip destination,
bringing students into a professional theater environment who may have never otherwise
stepped inside a venue.

e Intentional Community Outreach: We will forge new, formalized partnerships with local
organizations such as Church World Service and Big Brothers Big Sisters, Boys and Gitls
club, New Bridges, Way2Go and The United Way, inviting these vital civic groups to utilize
the space and see their diverse lived experiences represented on our stage.

® Launching the Community Advisory Board: To ensure our growth remains strictly
aligned with the public interest, we will establish a rotating Community Advisory Board
featuring leaders from diverse community sectors to lend shape, feedback, and vital direction

to our booking and programming.
2. Deepening Community and Economic Development Interests

e Downtown Business Integration: We plan to establish mutual marketing partnerships
with downtown businesses, including the creation of "Dinner Theater" packages that create
a seamless, vibrant evening experience for downtown visitors and drive guaranteed
consumer traffic to local eateries.

e Formalizing Nonprofit Rental Subsidies: Act One will formalize operating discounts and
deeply subsidized rental rates for local non-profits and grassroots organizations, ensuring
that Court Square Theater stands as the most accessible, high-quality venue in the city of
Harrisonburg.

e Community Access Ticket Program: Act One will provide complimentary access to
Court Square Theater programming through a partnership with HRHA, distributing 100
movie passes and 250 live experience passes annually for use at films, performances, and
special events. This initiative helps remove financial barriers to arts and cultural experiences



while ensuring that community members throughout Harrisonburg have opportunities to
engage with and enjoy the theater.

Aggressive Grant Acquisition: Utilizing our established 501(c)(3) status, we will
aggressively pursue federal, state, and private arts development grants to inject external
capital directly into the facility and its public programming.

. Solidifying Longevity and Financial Sustainability

The Founder Members Program: We will immediately launch a tiered annual membership
initiative, offering corporate and individual naming rights for specific locations within the
theater space to build a dedicated capital reserve for long-term facility upgrades and
maintenance.

Subscription and Seasonal Models: Act One will transition to a seasonal theater model
that offers curated subscription packages, rewarding our most loyal patrons while providing
the venue with predictable, upfront cash flow to secure premium production rights and fund
technical upgrades.

Shared Technical Services: We will leverage our extensive network of 1099 technical
subcontractors and our permanent venue setup to provide specialized technical,
administrative, and contracting services for outside regional events, generating an entirely
new revenue stream that supports the broader Harrisonburg arts ecosystem.



Section 6. Conclusion

Act One Theater Company deeply appreciates the opportunity to submit this proposal for the
continued management and stewardship of Court Square Theater. Having significantly contributed
to CST’s programming for the past four years, and having successfully stabilized and operated the
venue over the past five months, our organization already seamlessly performs every operational,
technical, and programming function required by the RFP. We offer the Harrisonburg
Redevelopment and Housing Authority a zero-day transition backed by proven experience, deep
community relationships, and total operational continuity.

More than just an entertainment venue, Court Square Theater under Act One’s care operates and
will continue to operate as a vital public trust and a true center for social good. Live theater
possesses the radical power to build human connection, foster empathy, and bridge diverse lived
experiences. By advancing an inclusive, “no-cuts” model where our residents are the creators and
performers rather than just passive audience members, we actively dismantle socioeconomic barriers
to ensure the performing arts remain accessible to every family in the Friendly City.

This community-centered mission directly aligns with and advances the core values of our city’s civic
leaders. By ensuring this landmark remains a safe, welcoming, and accessible space free from
discrimination, we help provide a suitable and culturally rich living environment. Our robust
community theater productions generate a thriving social and economic vitality, turning the theater
into a powerful anchor for the ongoing redevelopment, revitalization, and lasting strength of our
downtown community. Our large casts and inclusive programming bring a steady influx of local
families and visitors into the historic district, we actively drive customer traffic to ensure local

businesses thrive.

Everyone deserves a special place they can connect with as the heart of their community. We are
fully prepared to absorb the commercial risks of production to guarantee that the social and cultural
rewards remain entirely with the public. We welcome the opportunity to further discuss our shared
vision for the future of Court Square Theater.

Thank you for your time, consideration, and partnership.

BT

one

Theater Company Inc.

-The Act One Theater Company Team
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Foreword

In 1969, the Brooke Amendment established limitations on the rents charged to families and
individuals in federally assisted housing. Initially, the Brooke Amendment limited rent charges
to 25 percent of an assisted family’s income. Over time, numerous changes were made to the
basic rent setting policy, including raising the threshold to 30 percent (enacted in 1981), adding
numerous adjustments, exclusions and deductions, as well as adding minimum and ceiling rent
options.

Critics of the Brooke rent policy suggest that it is administratively burdensome and creates a
disincentive to work. The vast majority of HUD-assisted households who can work, do work; but
the standard income-based rent rules penalize households that increase their income. In response,
the U.S. Department of Housing and Urban Development (HUD) is exploring alternative ways of
setting rents in HUD-assisted housing to support residents and help them achieve both economic
self-sufficiency and upward mobility. The first such effort was the Rent Reform Demonstration,
in which four Public Housing Authorities (PHAs) implemented a new rent policy that uses a
triennial recertification cycle to reduce administrative burden and delay rent increases for tenants
who increase their income. Final results from the Rent Reform Demonstration are expected later
this year.

As the Rent Reform Demonstration was underway, Congress directed HUD to expand the
Moving to Work (MTW) demonstration by granting MTW status to 100 additional PHAs. A
Research Advisory Committee consisting of researchers, practitioners, and assisted housing
residents recommended that one cohort of MTW expansion PHAs test additional rent reform
ideas, beyond those in the Rent Reform Demonstration—specifically, stepped rents and tiered
rents. This report describes the launch of the Stepped and Tiered Rent Demonstration (STRD).

Five PHAs are implementing a stepped rent, and another five are implementing a tiered rent.
Eligible households are being randomly assigned to remain subject to the standard rent rules or
to have their rent set under one of the new policies. The tiered rent policy includes the triennial
recertification cycle and other provisions of the Rent Reform Demonstration policy, but also uses
a tier structure; that is, households are grouped into income tiers and all households within a tier
have the same total tenant payment (TTP). Any income changes within a tier or within the
triennial recertification cycle will not affect the household’s rent. The stepped rent policy is a
more substantial departure from the standard rent policy. Each household starts out paying an
income-based TTP—nearly identical to the standard rent rules—for one year. But beginning in
the second year, their TTP “steps up” by a fixed amount each year, independent of their income.
The stepped and tiered rent policies both include robust hardship provisions meant to limit any
negative consequences for participating households.

The goals of the stepped and tiered rent policies include:

- Reducing administrative burden on PHAs and assisted households;

- Providing assisted households with more predictability about the rent they will pay, and
eliminating or delaying rent increases that result from increased income; and

- Avoiding excessive hardships for assisted households.

With 10 PHAs and an anticipated sample size of approximately 17,000, STRD will be the largest
randomized controlled trial that HUD has ever conducted. STRD also builds on the Rent Reform
Demonstration by including different types of households, including public housing residents

il
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and households newly admitted to the public housing and housing choice voucher programs.
This initial report sets the stage for HUD’s long-term research on STRD, describing the stepped
and tiered rent policies and discusses some of the policy design challenges that HUD and the
PHAs had to resolve. The report also discusses implementation challenges that will provide
crucial context for interpreting impacts in the future.

The process of enrolling eligible households is currently underway and expected to continue
through the fall of 2024. The stepped and tiered rent policies will remain in effect for 6 years, so
final results are not expected until 2030. HUD will closely monitor outcomes throughout the
study period and will publish periodic interim reports to keep stakeholders apprised of this
ambitious study.

In recent years, HUD has taken several important steps to innovate and improve the voucher
program, and we are already seeing positive results. MTW demonstrations, such as this one, are
a critical component of that work, allowing public housing authorities to exercise flexibilities and
innovate in how they deliver affordable housing and essential services. As importantly, the
research that accompanies MTW demonstrations allows HUD to learn from local innovation and
help scale practices that are proven to work — for housing authorities, their residents and their
surrounding communities. We look forward to sharing what we learn through the Stepped and
Tiered Rent Demonstration about how to support HUD-assisted residents in achieving both
economic self-sufficiency and upward mobility.

RS

Solomon Greene

Principal Deputy Assistant Secretary for Policy Development and Research
U.S. Department of Housing and Urban Development
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Executive Summary

Federal rental assistance programs help approximately 5 million low-income households across
the country afford their housing costs, making it a critical component of the nation’s social safety
net. Public housing and Housing Choice Vouchers (HCV) are two of the largest federal rental
assistance programs, together serving approximately 3 million households. Improving the
structure and performance of these rent subsidy programs has been a longstanding public policy
goal and central to the U.S. Department of Housing and Urban Development’s (HUD) Moving to
Work (MTW) Demonstration, which gives public housing agencies (PHAs) flexibility to pursue
three statutory objectives: reduce costs and achieve greater cost effectiveness, give incentives for
families to work toward economic self-sufficiency, and increase housing choices for low-income
families.

In 2021, HUD selected one cohort of 10 newly designated MTW housing agencies to test two
new alternative rent policies as part of the Stepped and Tiered Rent Demonstration (STRD).
Approximately 17,000 nonelderly, nondisabled households that are either in public housing or
the HCV program, or are entering those programs during the enrollment period, will be randomly
assigned to one of two study groups: (1) the stepped rent or tiered rent policy group, which will
be subject to the new rent policy, and (2) the control group, which will be subject to the existing
standard rent rules. This is HUD’s second large-scale random assignment test of alternative rent
policies. The first one, the MDRC-led Rent Reform Demonstration, which tests an alternative
rent policy at four MTW agencies, is nearing completion, with final results due in 2024. The
present report, the first in a series of three planned for the first phase of the STRD study,
introduces STRD, the alternative rent policies and their key features, the supporting MDRC-
conducted evaluation, and key activities accomplished to launch the demonstration in 10
locations.

The Standard Rent Policy

Since the passage of the Brooke Amendment to the federal housing law in 1969, rents in
subsidized housing have been directly tied to income, with the intent to protect tenants from
excessive rent burden.!-? In general, households receiving federal rental assistance are
responsible for a portion of the rent equal to 30 percent of the household’s adjusted current
income and the amount of income it anticipates in the coming year (“‘current/anticipated”
income). PHASs recertify households for the program annually when they review household
income and readjust the household’s rent portion. Despite this protective feature, the current rent
system has been the target of much criticism. Critics view the standard rent policy as
administratively complex and expensive for PHAs to administer and difficult for families to
comprehend. Critics have also charged that subsidies tied to income discourage, rather than
support, families’ efforts to increase their employment and earnings, because the rules impose a
kind of “tax” on earnings gains by requiring that 30 percent of the extra income be paid toward
rent and utilities (Buron et al., 2010; PHADA, 2005; GAO, 2012).

! Housing and Urban Development Act of 1969. Public Law 91-152.
2 The standard rent policy in which a family’s rent contribution is 30 percent of its adjusted income is also known as
the Brooke rent.
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The Alternative Policies

The STRD study is designed to test the effectiveness of potential solutions to some of the central
issues that challenge the nation’s rent subsidy system. The 10 PHAs selected for this
demonstration will each implement one of two alternative rent policies, with five implementing a
tiered rent policy and five implementing a stepped rent policy.

The Stepped Rent Policy

Under the stepped rent policy, changes in a household’s total tenant payment (TTP), which is the
amount the household is expected to contribute to rent and utilities, are decoupled from changes
in a household’s income. Upon enrolling in the new rent system, a household’s initial TTP is still
based on its income. After the initial enrollment, its rent contribution increases annually by a
fixed amount, even if its income does not increase. The amount of the increase is tied to the local
area’s Fair Market Rent (FMR) based on the household’s rental unit size (number of bedrooms).

The main rationale behind the stepped rent policy is that decoupling changes in a household’s
required rent contribution from changes in its income counteracts the potential disincentive to
increase household earnings inherent in the standard percent-of-income policy. Under the
stepped rent policy, the household’s TTP steps up by a modest amount each year, regardless of
income level. Therefore, a household that increases its income by an amount that exceeds its
TTP increase retains more disposable income than it would have under the standard rent rules.
The stepped rent policy also simplifies the administration of housing subsidies. Households only
need to recertify their continued eligibility for rental assistance once every 3 years instead of
annually, and they do not need to have their TTP recalculated at that time based on changes in
their income.

The stepped rent policy has a few other key features. First, a household’s initial TTP is set at 30
percent (or 28 percent in one PHA) of retrospective (prior year) adjusted income rather than
current/anticipated income.? For the annual step increases in subsequent years, each PHA
developed its own step-up schedule, setting the increases between 2 and 4 percent of the local
area FMR. The stepped rent policy also includes an income-based hardship provision. If at some
point a household’s income does not rise as fast as the rent steps or its income drops such that its
TTP exceeds 40 percent of its current income, the household is given a temporary new TTP
based on its current income.

Exhibit 1 illustrates how households can benefit from the stepped rent policy. It shows a
hypothetical scenario in which a household experiences income increases during the 6-year
period. The stepped rent TTP, represented by the black line, increases by a fixed amount each
year, regardless of any changes in household income. The blue line with the arrow represents the
household’s TTP under the standard rent policy. In this example, the household’s income
increases to levels at which 30 percent of the increased income exceeds the step increases in

3 The Housing Authority of the City of Asheville uses 28 percent for the initial step instead of 30 percent. That
agency preferred to use a lower percentage of income for the initial TTP to compensate for the regular stepping up
of TTPs over time. Also of note, the Housing Opportunity Through Modernization Act of 2016 requires all PHAs
across the country the use of retrospective income for all recertifications. HUD expects to implement this change in
2024. It will also apply to the control group households in the STRD housing agencies.
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TTP; therefore, this hypothetical household keeps more of its increased earnings under the
stepped rent policy than it would under the standard rent policy.

Exhibit 1. The Stepped Rent Policy

30% of Income

5t Year

4t Year
Total Tenant Payment
under Stepped Rent

28 Year

1 st Year P

Source: MDRC

The five PHAs implementing the stepped rent policy in STRD are the Fort Wayne Housing
Authority (Indiana), Housing Authority of the City of Asheville (North Carolina), Housing
Authority of the County of Kern (California), Housing Connect, the Housing Authority of the
County of Salt Lake (Utah), and Portsmouth Redevelopment and Housing Authority (Virginia).

The Tiered Rent Policy

Under the tiered rent policy, households are grouped by income into income tiers, and all
households within the same tier pay the same amount in TTP. The recertification period is
extended to 3 years instead of taking place annually, and income increases during the 3-year
period do not affect rent until the next triennial recertification.

The tiered rent policy takes a different approach to strengthening the financial incentive for
tenants to increase their earnings, simplifying the administration of public housing and HCV
subsidies, reducing administrative burden, and making rent calculation more transparent for
households. Administrative burden would be reduced by completing recertifications once every 3
years instead of annually, eliminating interim certifications to adjust TTP for income changes
between recertifications, and by using gross income (instead of adjusted income) to calculate
TTP. Using gross income eliminates the need to adjust income by applying certain deductions,
which can make rent calculations opaque to households and, in the case of childcare deductions,
can be administratively burdensome to document and verify. The tiered rent policy reduces the
potential earnings disincentive inherent in the standard rent structure by capping TTPs for 3
years at a time, so that a household that increases its earned income will not have to pay more in
rent before the triennial recertification. The tiered rent structure itself could also reduce the
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potential disincentive to increase income. If a household increases its income, but its income still
falls within the same tier, its TTP remains the same.*

Thus, whereas the stepped rent policy attempts to increase financial work incentives by
decoupling TTP increases from earnings increases, the tiered rent policy attempts to do so by
eliminating TTP increases when earnings increase for 3-year cycles. In both policies, the
respective changes in setting and modifying TTPs are expected to help reduce PHAs’
administrative burden in operating the rent subsidy system.

Exhibit 2 illustrates the tiered rent schedule. A household’s TTP, which is based on the
household’s gross retrospective income (that is, income over the prior 12 months), is set
according to where that annual income falls in an income category or tier. The income tiers are
defined in $2,500 increments. All households in a given tier pay the same TTP, which is 28
percent of the midpoint of the tier.> For example, a household with an annual income of $6,000
will have a monthly TTP of $146 under the tiered rent policy. A household with an annual
income of $7,000 will also have a monthly TTP of $146, because its income falls in the same
tier. For both of these households, if their incomes increase during the next 3 years, their TTP
will remain at $146 until the next triennial recertification. If by then they each increased their
retrospective annual incomes to, say, $12,000, their TTP would jump two tiers, and they would
begin paying $262 for the next 3 years. However, if their retrospective incomes fell by that time,
their TTP would be set according to whichever tier then applied. If their current income dropped
to a lower tier during the 3 years before the triennial recertification, they could request a
temporary adjustment to lower their TTP under the policy’s hardship provisions.

4 However, households face different incentives depending on where in the income range for the tier their income
falls. For example, households with incomes near the bottom face a greater incentive to increase their income by a
larger amount than households with incomes in the middle of the tier. Households with income near the bottom of
the tier might even have an incentive to slightly lower their income amount to drop to a lower tier and pay a lower
TTP. Households near the top of the tier might have a disincentive to increase their income if they can only increase
it by a small amount, because their TTP would jump up to the TTP in the higher tier. It is uncertain to what extent
these competing incentives balance each other out.

5 The Houston Housing Authority applied for MTW status under a third option that allowed larger PHASs to propose
their own version of the stepped or tiered rent policies within certain parameters set by HUD. The Houston Housing
Authority defines its tiers in $2,000 increments and uses 28 percent of the bottom of the tier (instead of the midpoint
of the tier). These deviations from the initial proposed policy were intended for the new policy to have a neutral
effect on the average TTP.



Exhibit 2. Tiered Rent Schedule

Tier Annual Income Range Monthly TTP

Tier 5

Tier 4

Tier 3

Tier 2

Tier 1

TTP = total tenant payment.

Notes: This illustration represents the first five tiers in the tiered rent schedule. Income tiers increase in
increments of $2,500, and the associated total tenant payment is calculated as 28 percent of the midpoint
of the tier.

Source: HUD (2023a)

The five PHAs implementing the tiered rent policy in STRD are the Akron Metropolitan
Housing Authority (Ohio), Charleston-Kanawha Housing Authority (West Virginia), Everett
Housing Authority (Washington), Housing Authority of Washington County (Oregon), and
Houston Housing Authority (Texas).

Protecting Families From Hardship

Both the stepped and tiered rent policies have hardship provisions in place to protect families
from excessive rent burden if they experience loss in income, or in the case of the stepped rent
policy, if their income does not increase to keep up with the stepped rent increases. In developing
these safeguards, there can be a tension between making sure they adequately protect families
from hardship but also preserve the earnings incentive built into policy. There are also cost and
administrative burden considerations. The hardship policies were designed to balance several
objectives: making sure households are adequately protected, containing administrative burden
associated with processing hardship requests and exemptions, and ensuring that PHAs do not
spend too much in housing subsidies for households that no longer need the hardship exemption.

The hardship policy for the stepped rent policy is if a household’s TTP (calculated under the
regular stepped rent rules) exceeds 40 percent of the household’s current adjusted income, the
household qualifies for a hardship exemption. The household’s TTP is temporarily set at 40
percent of its current adjusted income. The duration of the hardship exemption ranges from 1 to
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12 months, as set by the PHA. When the hardship expires, if the household’s income has not
improved enough to afford the regular TTP, the household can qualify for a renewal of the
hardship exemption. If the nonhardship TTP still exceeds 40 percent of the household’s income
at the time of the request, the household will be granted a renewal. No limit is placed on how
many renewals a household can request and be granted.

After 12 months, if a household requests to renew the hardship exemption and its income still
qualifies for one, the PHA has the option to renew the hardship exemption or to do a “step reset.’
A step reset restarts the household’s schedule. A new “initial” TTP is calculated using 30 percent
of adjusted retrospective income, and the household’s TTP steps up annually from there in
adherence with the TTP’s regular stepped rent schedule.® A step reset is especially appropriate
for situations in which a household’s reduced income level is likely to represent an income shift
that is likely to endure—for example, if a household member with income left the household, or
if a household member who was previously employed experiences long-term unemployment.’

b

The hardship exemption for the tiered rent policy is that if a household’s current income would
place it in a lower income tier, the PHA will temporarily set the household’s TTP to that lower
tier. Although income deductions are no longer used to calculate rent, the hardship policy allows
applying some deductions related to dependents and childcare costs in determining whether a
household qualifies for a hardship exemption and in setting its hardship TTP. Like the stepped
rent policy, the duration of the hardship exemption ranges from 1 to 12 months, as set by the
PHA. Hardship exemptions can be renewed per the household’s request if it remains eligible for
an exemption. No limits are placed on the number of times a hardship can be renewed, but a
hardship TTP is only effective up until the next triennial recertification, when the household
completes a full income review and a new TTP is set for the next 3 years.

Launching the Demonstration

Turning the broad vision of each of the two rent policies into operational systems that could
work across the variety of local conditions and have strong buy-in from PHA staff required
considerable effort on the part of the MTW PHAs, their software vendors, and HUD—with
MDRC coordinating the overall process, contributing to final design decisions, and providing
training and technical assistance on implementing the new rent rules.

The preparatory phase involved many rounds of discussion to flesh out the details of certain
provisions of each policy and, in some cases, to modify HUD’s original specifications. This
process involved determining which of these policy specifications had to be standardized across
PHASs (either across five agencies implementing the tiered rent policy, across the five agencies
implementing the stepped rent policy, or across all 10 PHAs in the demonstration), and which
decisions could be left to local discretion. During these discussions, PHAs, HUD, and MDRC
also examined how certain evaluation requirements (including the sample identification,
informed consent, baseline data collection, and random assignment processes) could be
implemented in ways that minimized disruption to the PHAs’ standard ways of operating, which,
following the COVID-19 pandemic, relied more heavily on remote procedures for engaging with

¢ As discussed previously, one PHA uses 28 percent instead of 30 percent of income to determine the initial TTP.
7 HUD did not impose a limit on the number of step resets that a household can have during the 6-year
demonstration period. However, one PHA decided to cap the number of step resets at one, except for extenuating
circumstances.
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the households they served. As MTW agencies, PHAs were required to submit MTW
Supplements and obtain HUD approval for waivers allowing them to adopt the new rent rules for
the demonstration.®

Three software vendors served the 10 PHAs with four software systems, and each vendor had to
modify the PHAs’ housing subsidy software systems to correctly implement the alternative rent
policies—a complex and time-consuming effort. PHAs had to determine staffing structures for
implementing the new policies. Once PHAs selected the housing specialists to implement the
new rules, MDRC trained those frontline staff members on the new rules, the random assignment
procedures, and other research activities required by the evaluation. MDRC used a set of training
manuals, quality control protocols, and study enrollment toolkits designed for this purpose. In
addition, to help prepare the housing specialists to inform and educate households about the
alternative rent policies, the study team worked with the PHAs to prepare detailed slide
presentations with talking points and prepared fact sheets, frequently asked questions, and other
materials to share with households. The study team developed strategies to gauge how well
households understood the policies and reeducate households on an ongoing basis. ICF, a HUD
technical assistance provider, also worked with the study team and PHAs to develop short videos
that explained the main features of the two rent policies.’

Evaluating the Stepped and Tiered Rent Policies

STRD features a comprehensive learning agenda, including a careful assessment of the
implementation, impacts, and cost effectiveness of the new policies. STRD uses a two-group
randomized controlled trial, which is a rigorous method for determining the effectiveness of
interventions. The power of this type of research design comes from the fact that, with an
adequate sample size, random assignment ensures that the new rent policy program group and
the control group will be similar in their distributions of observed and unobserved characteristics
when the study begins. Thus, differences between the new and existing policy groups that
emerge later on can be attributed with confidence to the policy change.

Evaluating the Implementation of the Stepped and Tiered Rent Policies

The implementation analysis will document how each housing agency operationalizes and
implements the new rent policies and the extent to which the new policies are put into practice in
a way consistent with operational plans for the policies (that is, implementation fidelity). The
analysis will compare the new rent policies with the existing standard rent policy in terms of ease
of administration, transparency, and burden on staff and tenants. The analysis will seek to
understand how staff members at each PHA operationalize core features of the rent policies, their
perspectives on the policies, and how implementation is unfolding. From the staff’s perspective,
the analysis will explore what aspects of the policy families understand and what they find
challenging. The analysis will also investigate what strategies the PHAs put in place to help
tenants understand the available hardship protections and stronger financial incentive to increase
earnings. The implementation analysis in the early phase of the evaluation will rely primarily on
interviews with housing agency staff and housing subsidy data from the PHAs and HUD.

8 MTW agencies submit an MTW Supplement to HUD annually, which specifies the policies that the agency plans
to implement in the next year. HUD must approve the MTW Supplement before the agency implements new
policies or policy modifications.

% ICF created the orientation video in consultation with MDRC, HUD, and the PHAs.
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Evaluating the Stepped and Tiered Rent Policies’ Effects

Both the stepped and tiered rent structures aim to increase residents’ economic self-sufficiency:
the tiered rent structure with a triennial recertification, and the stepped rent structure by
decoupling tenant rent changes from tenant income. Both rent policies aim to increase
administrative efficiency through fewer certifications and streamlined rent calculations. HUD
intends the new policies to be approximately budget neutral. Despite this intention, the policies
may cause an increase or decrease in PHAs’ subsidy per household, and these effects may differ
for the tiered and stepped rents.

The impact analysis will test whether the stepped and tiered rent policies lead families to
increase their earned incomes and whether this increase is achieved without causing a sustained
increase in PHAs’ housing subsidy. The analysis will also assess whether the new policies led to
decreases (or increases) in families’ material hardship. The analysis will rely primarily on
administrative records to measure employment, income, and public benefit use, and it may also
include a household survey to measure material hardship and other outcomes. '°

The impact analysis will pool the housing agencies implementing the stepped rent policy into
one policy cluster and the housing agencies implementing the tiered rent policy into another
policy cluster. The analysis will estimate the effects of the alternative rent model for the five
sites combined in each cluster. For each rent policy, the evaluation will also examine whether the
new rent policy has differential effects for particular subgroups of households. Two key
subgroups that will be examined for both rent policies include tenants’ work status at enrollment
and whether tenants face significant barriers to work, defined by a combination of education
level and work history. In addition, a third subgroup will be tailored to each rent policy: for the
tiered rent group, whether the household is near the bottom or the top of its income tier, and for
the stepped rent group, whether the household has a very high or very low initial stepped rent.

Evaluating PHA Administrative Efficiency and Costs

The cost analysis will test the core assumptions underlying rent reform. Both the stepped and
tiered rent policies have the potential to reduce the burden and costs of administering the public
housing and HCV programs by reducing the frequency of regular recertifications from annually
to triennially and streamlining TTP calculation.!! Furthermore, if the new policies increase
families’ earnings substantially and, thereby, encourage households to exit subsidized housing,
then PHAs may serve more households over time. The administration of the hardship policies
may at least partially offset those reduced costs. The evaluation will assess whether either of the
alternative rent policies is less expensive to administer than the standard rent policy. The
evaluation will also attempt to identify which aspects of the policy may be driving or offsetting
any savings.

10 Administrative data sources include National Directory of New Hires wage records, HUD and PHA housing
subsidy records, Temporary Assistance to Needy Families cash assistance and Supplemental Nutrition Assistance
Programs, and Homeless Management Information System (HMIS) data.

! The evaluation conducted as part of the Rent Reform Demonstration found that one requirement that pushes in a
direction opposite to simplification was collecting and verifying retrospective income in setting and revising TTPs.
With that finding in mind, HUD allowed STRD PHAs to streamline income verification procedures.
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Looking Ahead

Building on the Rent Reform Demonstration, the STRD evaluation promises to substantially
deepen the evidence base on the operations, impacts, and costs of alternative rent policies. The
Rent Reform Demonstration tested a single alternative rent policy for housing voucher recipients
in several locations. In contrast, the STRD evaluation will test two new policies across a larger
number of PHAs, with a larger sample, and with public housing households as well as voucher
households. STRD will also include newly admitted households in addition to those already
receiving assistance under the standard rules.

At the time of this writing, all 10 PHAs had launched the demonstration and are operating the
stepped and tiered rent policies, and enrollment in the demonstration is still under way. Two
other reports will be released as part of this evaluation’s first phase. The next report, to be
submitted to HUD in 2024, will describe findings from the first round of staff interviews on the
PHASs’ design, launch, and early implementation experiences. The third and final report under
this evaluation’s first phase will be submitted to HUD in 2025 and will describe the baseline
characteristics of the full STRD sample and include some exploratory descriptive analyses of the
first certifications under the stepped and tiered rent policies for a subsample of early enrollees—
if those data are available at that time. The second phase, not yet funded, will continue the
evaluation through 6 years after initial certifications and seek to understand households’
experiences with the stepped and tiered rent policies. That phase will include an impact analysis
that examines the effects of the stepped and tiered rent policies on households’ outcomes—
including labor market outcomes, material hardship, housing subsidies, family well-being, and
others.
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Chapter 1. Introduction

Federal rental assistance programs help approximately 5 million low-income households to
afford their housing costs, making it a critical component of the nation’s social safety net. The
public housing and Housing Choice Voucher (HCV) programs are two of the largest federal
rental assistance programs, together serving approximately 3 million households (CBPP,
2022).'2 Improving the structure and performance of these rent subsidy programs has been a
longstanding public policy goal and central to the U.S. Department of Housing and Urban
Development’s (HUD) Moving to Work (MTW) Demonstration. MTW provides public housing
agencies (PHAs) the flexibility to pursue three statutory objectives: reduce costs and achieve
greater cost effectiveness; give incentives for families to work toward economic self-sufticiency;
and increase housing choices for families with low incomes.

In 2021, one cohort of 10 newly designated MTW housing agencies was selected to test two new
alternative rent policies as part of the Stepped and Tiered Rent Demonstration (STRD). This
report introduces STRD, the alternative rent policies, and their key features. This report discusses
the supporting evaluation being conducted by MDRC, and key activities accomplished to launch
the demonstration in 10 locations.!® This demonstration is HUD’s second large-scale random
assignment test of alternative rent policies. The first one was the Rent Reform Demonstration,
also led by MDRC. That study is nearing completion, with final results expected in 2024 to
generate evidence that is relevant to STRD.

Since the passage of the Brooke Amendment in 1969, rents in subsidized housing have been
directly tied to income, with the intent to protect tenants from excessive rent burden.'# In
general, households receiving HUD rental assistance are responsible for a portion of their
housing costs called a total tenant payment (TTP). The TTP is equal to 30 percent of the
household’s adjusted current income and the amount of income it anticipates in the coming year
(“current/anticipated” income), after accounting for various deductions. PHAs recertify
households for the program annually when they review household income and readjust the
household’s rent portion. Despite this protective feature, the current rent system has been the
target of much criticism. Critics view the standard rent policy as administratively complex and
expensive for PHAs to administer and difficult for families to comprehend. The critics have also
charged that subsidies tied to income discourage, rather than support, families’ efforts to increase
employment and earnings, because the rules impose a kind of “tax” on that earnings gain by
requiring that 30 percent of the extra income be paid toward rent and utilities (Buron et al., 2010;
PHADA, 2005; GAO, 2012).

The STRD study is designed to test the effectiveness of potential solutions to some of the central
issues that challenge the nation’s rent subsidy system. The 10 PHAs selected for this
demonstration will each implement one of two alternative rent policies. Five PHAs will

12 Three of HUD’s programs—HCYV, public housing, and Project-Based Rental Assistance—assist about 90 percent
of the households receiving federal rental assistance, administered by 3,300 public housing agencies (NHLP, n.d.).
13 The MDRC study team also includes Barbara Fink (Fink Research). Ingrid Gould Ellen (New York University)
serves as an advisor, and Quadel Consulting and the Bronner Group were a part of the technical assistance team that
helped prepare the PHASs for demonstration launch.

14 The standard rent policy, in which a family’s rent contribution is 30 percent of its adjusted income, is also known
as the Brooke rent.



implement a tiered rent policy, and five will implement a stepped rent policy.!> The tiered rent
model is tied to income, but unlike HUD’s standard rent policy, households are grouped by
income into tiers, and all families whose incomes fall within the same tier pay the same TTP.
The tiered rent TTP is capped, even if household earnings grow, until the next regular
recertification. If a family’s income increases, its rent contribution may jump to a higher tier at
recertification, which takes place every 3 years rather than annually. In the interim, as a
safeguard, a family with an income decrease may be placed in a lower tier prior to the triennial
recertification.

Stepped rents, on the other hand, are decoupled from income and increase annually, unless
eligible hardship circumstances are present. Triennial recertifications are conducted under the
stepped rent model only to determine families’ continued eligibility for HUD housing subsidies.

STRD is also the subject of a comprehensive evaluation, which uses a randomized controlled
trial and includes implementation, impact, and cost-study components. Approximately 17,000
nonelderly, nondisabled households that are either in public housing or the HCV program, or are
entering those programs during the enrollment period, will be randomly assigned to two study
groups: the stepped rent or tiered rent policy group, which will be subject to the new rent policy,
and the control group, which will be subject to the existing standard rent rules. '®

The Rent Reform Debate and Evidence

Housing assistance to low-income renters is provided through three primary means. HCVs, also
referred to as Section 8, are rental subsidies that tenants can use in privately owned rental
housing units of their own choosing. Project-based assistance provides building owners with
government subsidies to reduce rents. The third source of assistance is public housing. More than
5 million low-income households receive help through these programs, the largest of which is
the HCV program, providing rental assistance to a little more than 2 million low-income
households (CBPP, 2022). Most public housing residents and HCV recipients pay 30 percent of
their income, adjusted for exclusions and deductions, for rent and utilities.!” Payment standards
tied to local Fair Market Rents (FMRs) limit HCV subsidies.'® Protecting households with low
incomes and very low incomes from paying excessive proportions of their incomes for rent has
been the primary rationale of HUD and Congress for the percent-of-income system. Previous
efforts to modify the system, such as allowing housing agencies to establish minimum rents,
have also required those agencies to establish policies exempting households for which minimum
rents would pose severe hardship.

Public housing industry groups and other stakeholders have criticized the percent-of-income
system as having unintended consequences. One is that it may have negative effects on tenant

15 One PHA implementing the tiered rent policy is implementing its own proposed tiered rent model that conforms
with HUD’s criteria for the demonstration but deviates in some ways from the HUD-specified tiered rent model.

16 The study relies on HUD regulations to define working-age and nondisabled households. Chapter 5 more fully
describes the program and participant selection criteria.

17 This discussion draws on Riccio, Deitch, and Verma (2017) and Castells et al. (2021).

18 When HCV holders first receive a voucher or move, they are allowed to rent a unit costing up to 40 percent of
their adjusted income, but they are responsible for any additional rent exceeding the payment standard. Since
enactment of the Quality Housing and Work Responsibility Act of 1998, housing agencies can establish minimum
rents of up to $50. For public housing, tenants pay a rent amount of 30 percent of their adjusted income. When their
income increases, they have the option to pay a flat rent that the PHA sets at 80 percent (or higher) of FMR.



labor force participation. Decreased labor force participation can keep the housing subsidy levels
per household high, and it may even reduce the proportion of households that increase their
incomes to the point that they no longer need or no longer qualify for housing subsidies. This
would in turn limit the number of households with similar needs that can be offered subsidies,
raising questions of fairness or horizontal equity. The percent-of-income rent structure may also
discourage adding working adults to the household or including some working adults on the
lease, which could have similar implications. Other criticisms suggest that the system is intrusive
in tenants’ lives, that it leads to inaccurately reported incomes, and that it can have negative
effects on housing agency finances and administrative complexities and costs. At the same time,
housing agencies report that the current system sometimes confuses voucher applicants and
recipients as to what rents they are expected to pay from year to year. It can also have adverse
effects on the morale of housing agency staff members, who must collect and verify household
income in what some have described as an invasive process. !°

Numerous policymakers and stakeholders have advocated for reform of the standard rent system
to reduce perverse economic incentives for assisted households, simplify the administration of
the system, and improve the operational efficiency of housing agencies. The Housing
Opportunity Through Modernization Act of 2016 (HOTMA) is an important step in this
direction. HUD published the final rule in 2023, and it went into effect on January 1, 2024.2° The
act includes reforms that modify how PHAs calculate income for rent determination—such as
allowing prior year income and using income determinations from other federal programs—and
reduce the frequency of interim recertifications for income changes. PHAs are required to
implement these changes during the next few years.

However, HOTMA does not make any fundamental changes to the percent-of-income rent
structure under the standard rent policy, and sweeping rent policy reform has been elusive.
Transforming the rent system involves some fundamental tradeoffs around which agreement has
been hard to achieve. For example, simplifying the rent structure may make it more difficult for
agencies to ensure that tenants with the greatest need receive the most assistance. At the same
time, offering deep subsidies for an unlimited term makes it difficult to serve families with equal
need on waiting lists because of a fixed appropriation level and the nonentitlement status of
HUD?’s housing programs. Also, the advantages of standards and protections built into a common
or consistent federal approach must be weighed against the risks and benefits of allowing local
agencies to set rent rules based on local conditions. Finding the right balance in the mission of
housing assistance between a strict focus on providing decent affordable housing versus other
objectives, such as promoting family self-sufficiency, is another source of tension among
stakeholders. Each subject has been discussed and debated for years, with little in the way of
definitive new evidence about the use and consequences of changing or improving current rent
policies.

Furthermore, only PHAs designated as MTW agencies are authorized by Congress to make
changes to many housing policies. These MTW agencies have the administrative flexibility to
change certain policies, provided they notify the public and receive approval from HUD and

19 Buron et al. (2010) and other papers described many of these criticisms.

20 In this context, the final rule represents HUD regulations that have progressed through the various stages of
administrative rulemaking (proposed rule, public comment, and notification in the Federal Register with the date it
goes into effect).



from their boards of directors. That flexibility extends to rent rules that otherwise require
changes in legislation or regulations. Until recently, only 39 of the more than 3,000 PHAs in the
country had an MTW designation and could exercise administrative flexibility.?!

Although some efforts have been made to reform the rent system, most have been modest, such
as simplifying income deductions, changing the process for calculating assets, or reducing the
frequency of recertifications for fixed-income households. Around the time STRD was designed,
some MTW agencies had initiated more substantial rent reform efforts, including versions of the
policies now tested as part of STRD. For instance, the Keene Housing Authority in New
Hampshire was implementing a stepped rent, the Cambridge Housing Authority in
Massachusetts had introduced tiered rent, the Housing Authority of Santa Clara eliminated
deductions and set the TTP at 35 percent of gross income, and some PHAs had introduced flat
rents for public housing and the HCV program (Castells, 2020; Levy et al., 2019).

HUD commissioned a large-scale demonstration called the Rent Reform Demonstration to test
the effectiveness of an alternative rent policy (see exhibit 3). The four participating PHAs
implemented a package of policy changes, undertaking a comprehensive retooling to transform
how rent subsidies were calculated and the related operational procedures and processes for staff
and families.?> These PHAS joined the demonstration to find ways to improve on their existing
rent policies and practices, and the demonstration appealed to them because it offered the
opportunity to learn whether the changes were effective. The PHAs worked closely with HUD
and MDRC to build an alternative rent policy that extended the recertification period, introduced
a 12-month retrospective income look-back period for establishing household income, simplified
the rent calculation by eliminating income deductions, and simplified the method for estimating
utility costs. Unlike STRD, which includes both current public housing residents and voucher
recipients as well as new households entering the subsidy programs during the enrollment period,
the Rent Reform Demonstration focused on existing voucher households.

21 See Levy, Edmonds, and Long (2020) for the administrative flexibility the first 39 MTW agencies exercised.
22All the PHAs, with the exception of the District of Columbia Housing Authority, implemented the new rent policy
for a full 6-year period, which included two 3-year triennial recertification periods.



Exhibit 3. Rent Reform Demonstration: Precursor to the Stepped and Tiered Rent Demonstration

The Rent Reform Demonstration, commissioned by the U.S. Department of Housing and Urban
Development (HUD), includes the first major attempt to test the effectiveness of an alternative rent
policy for families receiving federal housing choice vouchers.

Four public housing agencies (PHAs) with Moving to Work designation joined the demonstration. They
helped to design a single alternative rent policy that each of

them then implemented, but with some local adaptations.

The new policy fundamentally altered key aspects of HUD’s Public Housing Agencies in the
standard rent policy (referred to as “traditional rent policy” in Rent Reform Demonstration
the study) for voucher holders. It changed the ways in which e District of Columbia Housing
families’ contributions to their rental costs were calculated Authority, Washington, D.C.

and their housing subsidies determined, introduced, or e Lexington-Fayette Urban County
increased the minimum contribution families were expected Housing Authority, Lexington,

to make toward their rent and utilities, capped families’ total Kentucky.

tenant payments for successive 3-year periods even if their e Louisville Metropolitan Housing
earnings increased, and introduced several safeguards to Authority, Louisville, Kentucky.
protect families from excessive rent burden and additional e San Antonio Housing Authority,
financial hardship. The PHAs operated the new rent policy San Antonio, Texas.

alongside HUD’s standard rent policy so that comparisons

could be made between the two.

Similar to the Stepped and Tiered Rent Demonstration, the evaluation design is based on a
randomized controlled trial, with eligible voucher holders randomly assigned to the new policy or the
existing policy. Families enrolled in the study between 2015 and 2016. The operational phase of the
demonstration continued through the summer or fall of 2022 (the exact dates varied by PHA).

The evaluation follows families over a 6.5-year period. A series of evaluation reports examined PHA
implementation, participant experiences, costs, and the effects of the new rent policies on labor market
outcomes and the receipt of housing subsidies and other government benefits. Relative to the existing
policy, the new policy has not thus far produced substantial, sustained improvements in tenants’ labor
market outcomes. The policy delayed families’ exits from the voucher program and increased the
amount of subsidies they received. By allowing them to keep more of their earnings, the policy allowed
families to retain more disposable income while in the voucher program. Minimum rents did not
exacerbate families’ economic hardships. The cost of administering the new policy was no higher than
administering the existing policy. On a per-voucher basis, which considers turnover among voucher
recipients, subsidy and administrative costs were less than under the existing policy. Some aspects of
the policy, such as determining retrospective income, were challenging, whereas other features
lessened the PHAs’ administrative burden. Overall, families preferred the new rent policy to the existing

policy.

Sources: https://www.mdrc.org/project/rent-reform-demonstration#overview;
https://www.huduser.gov/portal/Rent-Reform-Demonstration.html#

To date, the Rent Reform Demonstration is the strongest test of rent reform as a standalone
intervention. Like STRD, the Rent Reform Demonstration used a random assignment design to
test the effectiveness of the alternative rent policy on a number of outcomes during a 6-year
period. A series of reports document PHAs’ experiences operating the alternative rent policy,
what families understood about how their rent was calculated and the safeguards provided, and
the long-term impacts of the alternative rent policy on labor market outcomes, subsidy receipt,
other outcomes for families, PHA actions, and costs.?* Although the full evaluation was not
completed by the time STRD began, emerging lessons from the experiences and outcomes
observed for these four PHAs informed some of the policy design choices made for STRD.

23 See Riccio and Deitch (2019); Riccio, Deitch, and Verma (2017); Riccio, Verma, and Deitch (2019); and Riccio
et al. (2021) for details on the Rent Reform Demonstration and its findings.
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MTW Expansion and STRD

Rent reform continues to be a priority for HUD and PHAs and is central to the MTW
Demonstration. As part of an MTW expansion effort (exhibit 4), which provides MTW
authorization to an additional 100 PHAs, HUD designated one cohort of newly selected MTW
agencies to test two new rent policies as part of STRD.?*

Exhibit 4. The Moving to Work Demonstration and Recent Expansion Efforts

Fiscal year 2016 appropriations language directed HUD to expand the Moving to Work (MTW)
Demonstration by adding 100 public housing agencies (PHAs) during a 7-year period. MTW
designation allows PHAs to design and test innovative, locally designed housing and self-sufficiency
strategies for low-income families to advance three statutory objectives:

1. Reduce costs and achieve greater cost effectiveness in federal expenditures.

2. Give incentives to families with children for whom the head of household is working, seeking
work, or preparing for work by participating in job training, educational programs, or programs
that assist people to obtain employment and become economically self-sufficient.

3. Increase housing choice for eligible low-income families.

As of 2016, 39 PHAs had MTW designation based on the 1996 authorizing legislation, sometimes
referred to as the “initial” 39 MTW agencies.

As required by the statutory language authorizing the expansion of the MTW program, 100 PHAs are
being added in cohorts, with each cohort testing a specific policy that HUD will rigorously evaluate. The
Stepped and Tiered Rent Demonstration is the second cohort added as part of the MTW Expansion.
PHAs with 1,001 or more aggregate authorized public housing and housing choice voucher units were
eligible to apply for Cohort 2.

Source: HUD (n.d.)

HUD designed the stepped and tiered rent policies to address many of the issues that are
controversial about the standard rent policy. Both policies were designed to reduce potential
economic disincentives for assisted households, provide rent hardship protections for
households, simplify the administration of the system, and improve housing agencies’
operational efficiencies. With the core design features formalized in August 2020, HUD released
a notice inviting eligible PHAs that had submitted letters of interest to apply to participate in the
demonstration.?’

The three rent policies offered in the STRD request for applications notice include—

e Tiered Rent. Households are grouped by income into tiers. Within each tier, rents (or, in
the HCV program, participant contributions) are fixed. Any income increase within a tier
does not affect the household’s rent or tenant contribution. Income reexaminations occur
every 3 years, and household income increases during this period (that is, before the next
reexamination period) do not affect rent.

e Stepped Rent. Rents are increased annually by a fixed amount. PHAs set the size of the
annual stepped rent increase between 2 and 4 percent of the FMR, adjusted for unit size.
Each household’s first year of rent will be set at 30 percent of their gross income, or the

24 See HUD (2023b) for details on other cohorts.

25 In March 2019, PHAs were invited to submit letters of interest for STRD. On August 28, 2020, HUD published
PIH Notice 2020-21 that invited 36 eligible PHAs that submitted letters of interest to work with their residents and
communities to submit full applications by January 8, 2021. In May 2021, HUD announced that 10 PHAs were
selected. The evaluation timeframe was pushed out to accommodate site selection delays (HUD, 2023b).


https://www.hud.gov/sites/dfiles/PIH/documents/PIH-2019-04.pdf
https://www.hud.gov/sites/dfiles/PIH/documents/pih2020-21.pdf

PHA’s minimum rent. After the first year, household rent increases by the annual stepped
rent increase, regardless of income.

e PHA-Proposed Alternative Stepped or Tiered Rent. This option was reserved for
PHAs serving at least 4,000 nonelderly, nondisabled households in public housing and
the HCV program. PHAs could propose a tiered or stepped rent different from the
policies above.

A total of 44 PHAs expressed interest in STRD (or Cohort 2) and submitted formal letters of
interest. As part of the letter-of-interest process, PHAs were required to complete a survey as
part of the application package. This survey offers some important information about which of
the two rent policies these PHAs preferred to implement, what they were looking to achieve, and
what they saw as the biggest barriers to self-sufficiency for their families—a consideration that
PHASs kept in mind as they settled on which alternative rent policy to administer (HUD, 2019a).
The data show that 17 PHAs indicated the stepped rent policy was their preferred policy, and 26
preferred the tiered tent policy. Some of the applicants were willing to implement either the
stepped or tiered rent policy, whereas others had clear preferences for one policy or the other.2°
The survey presented five potential motivations for applying for STRD, and PHAs rated their
importance in the following order: (1) incentivizing self-sufficiency; (2) simplifying program
administration; (3) increasing revenue to provide additional services; (4) increasing revenue to
serve more households; and (5) increasing revenue for other reasons.?’

Of this group, 23 submitted a full application after their eligibility for this demonstration had
been determined. In May 2021, HUD selected 10 PHAs from this pool of 23 applicants. Exhibit
5 lists the selected PHAs by rent type, and exhibit 6 shows the PHAs’ locations on a map. Five
PHAs are implementing a tiered rent policy, with one of those five implementing a modified
version of the tiered policy, and the remaining five are implementing a stepped rent policy.
Approximately 17,000 nonelderly, nondisabled households in public housing and the HCV
program across these 10 agencies are expected to be eligible for the demonstration.?®

26 MDRC analysis of MTW Expansion Cohort 2 Letter of Interest survey data.

27 Of the 43 PHAs that answered this survey question, 95 percent rated incentivizing self-sufficiency as “very
important,” 86 percent rated simplifying program administration as “very important,” 77 percent rated increasing
revenue to provide additional services as “very important,” and 70 percent rated increasing revenue to serve more
households as “very important.” Twenty-three percent rated increasing revenue for other reasons as “very
important,” but those reasons were not specified in the survey. These patterns were generally similar between PHAs
that indicated that the stepped rent policy was their preferred policy and those that preferred the tiered rent policy.
28 The eligible population for this demonstration is a subset of the full nonelderly, nondisabled population in public
housing and the HCV program. Chapter 5 discusses additional eligibility criteria.



Exhibit 5. Public Housing Agencies in the Demonstration

Stepped Rent Policy

Tiered Rent Policy

—_

5.

Fort Wayne Housing Authority, Indiana.
Housing Authority of the City of Asheuville,
North Carolina.

Housing Authority of the County of Kern,
California.

Housing Connect (Housing Authority of
the County of Salt Lake), Utah.
Portsmouth Redevelopment and Housing
Authority, Virginia.

Akron Metropolitan Housing Authority,
Ohio.

Charleston-Kanawha Housing Authority,
West Virginia.

Everett Housing Authority, Washington.
Housing Authority of Washington County,
Oregon.

Houston Housing Authority, Texas
(modified tiered rent policy).

Source: HUD (2021)

Exhibit 6. Public Housing Agencies in the Demonstration by City and County

e Stepped Rent Policy 4 Tiered Rent Policy

Source:MDRC

At the end of June 2021, HUD and MDRC hosted a webinar to orient PHASs to the evaluation
and launched the planning phase. In early 2023, the PHAs formally launched their stepped or
tiered rent initiatives and invited families to enroll in the demonstration and participate in the
research.




Plan and Timeline

As previously noted, STRD is HUD’s second randomized controlled trial of innovative rent
reforms. STRD follows on the heels of HUD’s Rent Reform Demonstration, also evaluated by
MDRC. As in that demonstration, the STRD evaluation uses a randomized controlled trial, one
of the most rigorous methods for determining the effectiveness of an intervention. Because
households are assigned at random to a “new rent rules group” or to an “existing rent rules
group,” any differences in outcomes that emerge over time can be confidently attributed to the
new rent policy. See exhibit 7 for a summary of the study design.

Exhibit 7. Stepped and Tiered Rent Demonstration at a Glance

Tests two rent polices (stepped and tiered rents).

Ten public housing agencies.

Approximately 17,000 households to be enrolled.

Rent policies implemented for 6 years (2023-30).

Randomized controlled trial.

Comprehensive evaluation, including impacts, implementation, and costs.

Source: MDRC

The 10 participating PHAs used four different software systems from three different software
vendors for their subsidy administration systems. The PHAs worked with those vendors to
modify the software to implement the new rent policies. Each software vendor reached readiness
for implementation of the new rent policies at different times. Therefore, PHAs launched study
enrollment in three cohorts. The first cohort of five PHAs launched in January 2023, the second
cohort of two PHASs launched in March 2023, and the third cohort of three PHAs launched in
May 2023. Study enrollment across the 10 PHAs will mostly occur from January 2023, the
enrollment start date of the first cohort, through April 2024, when enrollment for the third cohort
will be mostly complete. In all 10 agencies, enrollment for new admissions to public housing and
the HCV program started a few months after enrollment started for recertifying households and
therefore extends a few months past the enrollment period for recertifying households.

The STRD evaluation is expected to last 6 years after PHAs complete enrolling families into the
demonstration. During this 6-year implementation period, PHAs will continue to administer both
the alternative rent policy and the standard rules. Households randomly assigned to one of the
new rent rules (stepped or tiered) or standard rent rules will remain in their assigned group and
be subject to their assigned rent rules for 6 years (unless they leave assistance, move to another
jurisdiction, or are exempted from the study for prespecified reasons).?’ HUD structured the
STRD evaluation in at least two phases and selected MDRC and its partners to lead the first
phase. This phase focuses on a collaborative effort with HUD and the 10 PHAs to design and
implement the new rent policies, set the groundwork for a full-scale evaluation of the alternative
rent polices’ effects, provide policy and research-focused technical assistance, and monitor and
document early implementation. The phase covers the period from 2018 to 2025 and sets the
groundwork for measuring effects at a later point (exhibit 8). The longer-term evaluation will
assess the effects of the new rent policies on households’ labor market outcomes, outcomes
related to families’ receipt of housing subsidies, and receipt of other government benefits. The

2 If a participating household leaves an STRD PHA, then returns to the PHA within the 6-year period, the
household will return to the rent rules it was randomly assigned to at STRD enrollment.



phase will also determine the policies’ effects on PHAs’ administrative burden, administrative
costs, Housing Assistance Payments, and other outcomes.

Exhibit 8. Timeline of the Demonstration

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Research design/ .

Implementation of new rent policies

Source: MDRC
Structure of This Report

This report is the first of three reports planned for the first phase of the evaluation. Chapter 1
briefly reviews why rent reform has emerged as an important public policy issue and, in general,
how the new rent rules are intended to respond to criticisms of the standard rent policy. Chapters
2 and 3 look more closely at the two new rent policies, the rationale behind each, the critical
features defining these rent policies, and the design choices and decisions that public housing
agencies and HUD confronted as they finalized the policy designs. With the demonstration under
way, chapter 4 highlights some important steps and milestones for sites as they moved from
design to operations, and MDRC’s role in working with the sites to prepare them for launch.
Chapter 5 turns to the evaluation approach and the learning priorities, and it introduces the 10
PHAs participating in the demonstration. The report closes with some early reactions to the
alternative rent policies and the upcoming evaluation activities.

Reports to be released in 2024 and 2025 will examine the characteristics of families enrolled in
the demonstration and look more closely at PHAs’ implementation experiences of these different
rent policies.
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Chapter 2. The Stepped and Tiered Rent Policies

The Stepped and Tiered Rent Demonstration (STRD) aims to test the implementation and
effectiveness of two distinct rent policies: stepped rent and tiered rent policies. This chapter
describes the key features of these two policies and the rationale behind each.

The Standard Rent Rules

Both the stepped and tiered rent policies aim to reform fundamental features of the standard rent
rules. As chapter 1 described, the standard rules have been subject to criticism for many reasons
during the years, including that they disincentivize households to increase their incomes and are

complicated and burdensome to administer.

Exhibit 9 illustrates how the total amount
that households are expected to contribute
toward housing costs is calculated under
standard rent rules in the Housing Choice
Voucher (HCV) program. In this figure, the
height of the box represents the housing
unit’s gross rent—in other words, the total
contract rent (that is paid to the landlord)
plus the public housing agency’s (PHA)
estimate of utility costs based on the types of
utilities the household is responsible for, if
any. The total tenant payment (TTP) is
calculated as 30 percent of household
income (adjusted for certain deductions), or
10 percent of its gross income, or the
minimum rent (if the PHA imposes one),
whichever is greater. The housing agency
provides a subsidy for the remainder of the
gross rent, but only up to the payment
standard, which is based on the area’s Fair
Market Rent (FMR) for the unit size.? That
subsidy is called the Housing Assistance
Payment (HAP). If the gross rent exceeds
the payment standard, the household is
responsible for any amount more than the
payment standard.3! Thus, a household’s
family share—the total amount the
household contributes toward rent and
utilities—is its TTP plus any amount more

than the payment standard. In public housing,

the calculation of the total amount that

Exhibit 9. Important Concepts in Determining Housing
Subsidies

Payment standard: The maximum monthly assistance payment
for a family assisted in the voucher program (before deducting
the total tenant payment by the family).

Contract rent: Full rental cost that the landlord charges (may or
may not include utilities).

TTP: Total tenant payment for rent and utilities (used in
computing housing subsidy).

Family share: TTP plus any extra housing cost above the
payment standard. (The family is responsible for paying the
family share).

HAP: Housing Assistance Payment (that is, total subsidy for rent
and utilities).

Extra housing cost
paid by family

Payment standard

v

Family share =
HaP TTP + extra

I'Te

Source: MDRC

30 Some PHASs use regular FMRs that are set for the entire metropolitan area to calculate payment standards, and
others use Small Area Fair Market Rents (SAFMRs) that are set for ZIP Codes within metropolitan areas.
31' A household can choose a unit for which the family’s share would not exceed 40 percent of its income.
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households pay toward rent and utilities is simply equal to the TTP, which is calculated the same
way as it is in the HCV program (the greater of 30 percent of adjusted income, 10 percent of
gross income, or the minimum rent, if the PHA has one). When a household’s income increases
beyond a certain threshold, it has the option to pay a flat rent that the PHA sets at 80 percent or
higher of FMR.

Under standard rules, households in both the public housing and HCV programs complete a
recertification each year. At the annual recertification, households provide current income
information to the PHA, and the PHA uses that information to recalculate the TTP and other
subsidy amounts (for example, HAP in the HCV program). Households notify the PHA if they
experience income changes between annual recertifications, and the PHA either adjusts TTP at
that time (with sufficient rent notice) or at the next annual recertification.’> PHAs reduce TTPs
for income decreases when the income change is reported and proper documentation is provided.
TTP adjustments for income increases between annual recertifications vary by PHA. Some
PHAs do not adjust TTP for income increases until the next annual recertification, and other
PHASs adjust TTP only for increases in certain types of income.

The following two sections describe each new policy and the rationales specific to each policy’s
defining features. Exhibit 10 summarizes the primary mechanisms by which each alternative
policy aims to achieve the two key objectives of both policies—to reduce the potential earnings
disincentive and to reduce administrative burden.

Exhibit 10. Main Mechanisms to Achieve Key Objectives by Policy

Key Objective Stepped Rent Policy Tiered Rent Policy
Reduce potential earnings Rent is decoupled from income Household income increases do
disincentive after the initial certification. Total not increase TTP during the 3-year

tenant payment (TTP) increases recertification period.
by a fixed amount annually based
on unit size.
Reduce administrative TTP is calculated once (at the Recertification is triennial instead
burden initial certification). Triennial of annual. Gross income is used
income reviews are to determine instead of income adjusted for
program income eligibility only. deductions.

Source: MDRC
The Stepped Rent Policy

Under the stepped rent policy, changes in a household’s TTP, which is the amount the household
is expected to contribute to its rent and utilities, are partially decoupled from changes in a

32 Under the standard rent rules, it is left to the PHA’s discretion whether the PHA adjusts TTPs between annual
recertifications for household income increases or if it waits until the next annual recertification to account for
households’ increased income. Among the 10 STRD PHAs, 6 do not adjust TTP for income increases between
annual recertifications. One PHA adjusts TTP between annual recertifications for any income increase, 1 adjusts it
only if a new member with income is added to the household, and 2 adjust it only if the household income increase
exceeds a certain threshold (for example, $5,000). Depending on the PHA’s zero-income household policy, even
PHAs s that generally do not adjust TTP between recertifications may do so if the household had zero income before
the income increase.
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household’s income. Upon enrolling in the new rent system, a household’s initial TTP is still
based on income. After that, the household’s rent contribution increases annually by a fixed
amount, even if its income does not increase. The amount of the increase is tied to the local
area’s FMR, based on the size of the household’s rental unit (number of bedrooms).*3

The main rationale behind the stepped rent policy is that decoupling changes in a household’s
required rent contribution from changes in its income counteracts the potential disincentive to
increase household earnings inherent in the standard percent-of-income policy. Under the
stepped rent policy, the household’s TTP steps up by a modest amount each year, regardless of
income level. Therefore, a household that increases its income by an amount that exceeds its
TTP increase leaves the household with more disposable income than it would have under the
standard rent rules. Removing this potential disincentive to increase income is the primary
mechanism through which the stepped rent policy incentivizes increasing household earnings.
The annual step increases, although modest, may also impel households to increase their incomes
to keep up with increasing housing expenses. An additional potential benefit of the stepped rent
policy is that it simplifies the administration of housing subsidies. Households need only to
recertify continued eligibility for rental assistance once every 3 years instead of annually, and
they do not need to have their TTP recalculated at that time.

The stepped rent policy has a few other key features. First, a household’s initial TTP is set at 30
percent, or 28 percent at one PHA, of retrospective (prior year) adjusted income, rather than
current/anticipated income.3* For the annual step increases in subsequent years, each PHA
developed its own step-up schedule, setting the increases between 2 and 4 percent of the local
area FMR. The stepped rent policy includes an income-based hardship provision. If at some point
a household’s income does not rise as fast as the rent steps, or if its income drops such that its
TTP exceeds 40 percent of its current income, the household is eligible for a temporary new TTP
based on its current income.

Exhibit 11 illustrates how households can benefit from the stepped rent policy. It shows a
hypothetical scenario in which a household experiences income increases during the 6-year
period. The stepped rent TTP, represented by the black line, increases by a fixed amount each
year, regardless of any changes in household income. The blue line with the arrow represents the
household’s growing income and increasing TTP under the standard rent rules. In this example,
the household’s income increases to levels at which 30 percent of the increased income exceeds
the step increases in TTP. Therefore, this hypothetical household keeps more of its increased
earnings under the stepped rent policy than it would under the standard rent policy.

33 The stepped rent policy ties step increase amounts to FMRs for the metropolitan area. At the time of writing this
report, all 10 PHAs in STRD use FMRs and not SAFMRs to calculate payment standards.

34 One agency, the Housing Authority of the City of Asheville, uses 28 percent for the initial step instead of 30
percent. That agency preferred to use a lower percentage of income for the initial step to compensate for the
increasing TTP over time. Even households that do not increase their incomes early on would still be subject to the
stepped rent structure for a longer time before reaching an excessive rent burden (and needing to request a hardship
exemption) with a lower starting percentage of household income.
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Exhibit 11. The Stepped Rent Policy

30% of Income

4t Year

Total Tenant Payment
under Stepped Rent

28 Year

1 st Year P

Source: MDRC

Exhibit 12 illustrates the stepped rent schedule for the Kern County PHA, one of the PHAs
implementing the stepped rent policy. It shows, for example, that a household occupying a two-
bedroom unit would see its monthly TTP increase by $30 each year. If that household were
paying a TTP of $200 per month in year 1, it would pay $230 per month in year 2, $260 per
month in year 3, and so on.* For households in public housing, TTP increases annually by that
fixed amount until it reaches the flat rent—at which point, the household continues to pay the flat
rent indefinitely, as long as household income remains below the income eligibility limit, which
is currently 120 percent of Area Median Income.*® For HCV households, their rent contribution
amount increases annually by the fixed amount until their subsidy amount reaches $0.

Exhibit 12. Kern County Stepped Rent Schedule

Occupancy 0-1 Bedroom 2 Bedrooms 3 Bedrooms 4 Bedrooms 5+ Bedrooms
Annual Step
Increase 23 30 43 52 60

($ per Month)

Source: HUD (2023a)

Exhibit 13 illustrates a hypothetical example of a household in Kern County whose members live
in a two-bedroom unit and experiences significant income increases in the 2 years following their
initial recertification under the stepped rent policy. This household started with a monthly
income of $600. At its initial certification in 2023 under the stepped rent policy, its TTP was
calculated as 30 percent of adjusted income, equaling $180 per month. This amount is the same
under the stepped rent policy as it would be under the standard rent policy, assuming current
income is not different from prior-year income in this example. The total height of the bar
represents the monthly household income. The medium blue shaded bar to the right represents
TTP under the stepped rent policy, and the lighter blue shaded bar in the center represents TTP
under the standard rent policy. In the first year, under both rent policies, this household would
keep 70 percent of its monthly income, or $420 per month. In 2024, the household experiences a
significant increase in income to $1,400 monthly. Under the standard rent policy, the
household’s TTP would equal 30 percent of this income amount, or $420, and they would keep

35 See appendix A for the stepped rent schedules for all five PHAs implementing this policy.
36 When a household’s income increases, it has the option to pay a flat rent that the PHA sets at 80 percent (or
higher) of FMR for the unit size (number of bedrooms).
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$980 of their monthly income. Under the stepped rent policy, TTP steps up only by the fixed
amount of $30 for the two-bedroom unit size, and the household’s TTP is $210. The household
keeps $1,190 of its monthly income under the stepped rent policy compared with the $980 under
the standard rent policy. In 2025, this household increases their income further to $2,000
monthly. The household pays $240 in TTP under the stepped rent policy (a $30 increase from its
$210 TTP amount) and would have paid $600 under the standard rent policy. This example
illustrates that households that increase their incomes stand to benefit from the stepped rent
policy and could benefit substantially with larger income increases.>’

Exhibit 13. Example of Income and Monthly Payments Under the Stepped Rent Versus Standard
Rent Policy

2,500

2,000
2,000

1,500 1,400

Dollars

1,000

600 600

500 420
210 240

180 180

2023 2024 2025

Year
®m Monthly Income OTTP for Standard Rent Household BTTP for Stepped Rent Household

TTP = total tenant payment.
Source: MDRC

What if a household experiences an income loss, or its income does not keep up with the annual
step increases? For these situations, the stepped rent policy has a hardship policy that protects
households from excessive rent burden. If a household’s rent burden exceeds 40 percent (that is,
its TTP exceeds 40 percent of household income), the PHA temporarily sets the household’s
TTP to 40 percent of their current income. Households pay this lower hardship TTP amount for a
set period of 1 to 12 months, depending on the PHA..3® If the household’s income has not
improved by the end of the hardship period, the household can request to renew the hardship
exemption. The household’s request would be approved as long as the household’s

37 In general, a household would financially benefit from the stepped rent policy relative to the standard policy if it
increases its income such that 30 percent of that income gain is greater than the amount by which the fixed annual
TTP increases under the stepped rent policy.

38 The next chapter further discusses how different PHAs set hardship durations.
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current/anticipated income level still qualifies it for the hardship exemption. How many renewals
a household can request and be granted is not limited. If a household continues to experience a
hardship (and qualifies for a hardship exemption) after 12 months, the PHA can choose to reset
the household’s step instead of continuing to renew the hardship exemption. The household
essentially “starts over” by having its initial TTP set according to the stepped rent policy and
steps up annually from there.

The Tiered Rent Policy

Under the tiered rent policy, households are grouped by income into income tiers, and all
households within the same tier pay the same amount in TTP. The recertification period is
extended to 3 years instead of annually, and income increases during the 3-year period do not
affect rent until the next triennial recertification.

The tiered tent policy takes a different approach to strengthening the financial incentive for
tenants to increase their earnings, reducing administrative burden, and making rent calculation
more transparent for households. Administrative burden should be reduced by completing
recertifications once every 3 years instead of annually, eliminating interim certifications to adjust
TTP for income changes between recertifications, and using gross income instead of adjusted
income to calculate TTP. Using gross income eliminates the need to adjust income by applying
certain deductions, which can make rent calculations opaque to households and, in the case of
childcare deductions, can be administratively burdensome to document and verify. The tiered
rent policy reduces the potential earnings disincentive inherent in the standard rent structure by
capping TTPs for 3 years at a time so that a household that increases its earned income will not
have to pay more in rent before the triennial recertification.

Thus, whereas the stepped rent policy attempts to increase financial work incentives by
decoupling TTP increases from earnings increases, the tiered rent policy attempts to do so by
eliminating TTP increases when earnings increase for 3-year cycles. In both policies, the
respective changes in setting and modifying TTPs are expected to help reduce PHAs’
administrative burden in operating the rent subsidy system.

As a household approaches a triennial recertification, the tiered rent structure itself may affect its
income incentives, but the direction of the effect is unclear. In general, households should be
incentivized to increase their earnings within a tier, because doing so will not affect their TTP,
allowing them to keep the full amount of the additional earnings. Households with income
toward the bottom of a tier have the greatest opportunity to increase their income with no TTP
increase. However, the tiered rent structure presents a potential border effect. For a household at
the very top (or bottom) of a tier, an annual income increase (or decrease) of only a few dollars
could lead to a TTP increase (or decrease) of nearly $60 per month. Therefore, some households
may see the tier structure as a disincentive as they approach the triennial recertification. It is
uncertain to what extent these competing incentives balance each other out.*® It is also worth
noting that any incentives that are derived from the tiered rent structure might be diluted by the
fact that TTP is only recalculated using income once every 3 years at the triennial recertification,
and the income used to recalculate TTP at the triennial recertification is the household’s income

39 The study team will conduct a subgroup analysis to estimate differential impacts based on being near the top or
the bottom of the tier, described further in chapter 5.
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during a prior 12-month period, which families might have less control over deliberately
increasing or decreasing.

Exhibit 14 illustrates the tiered rent schedule.*® A household’s TTP, which is based on the
household’s gross retrospective income (that is, income over the prior 12 months), is set
according to where that annual income falls in an income tier. The income tiers are defined in
$2,500 increments. All households in a given tier pay the same TTP, which is 28 percent of the
midpoint of the tier.*!

Exhibit 14. Tiered Rent Schedule

Tier Annual Income Range Monthly TTP

Tier 5

Tier 4

Tier 3

Tier 2

Tier 1

TTP = total tenant payment.

Notes: This illustration represents the first five tiers in the tiered rent schedule. Income tiers increase in
$2,500 increments, and the associated TTP is calculated as 28 percent of the midpoint of the tier.
Source: HUD (2023a)

For example, a household with an annual income of $6,000 will have a monthly TTP of $146
under the tiered rent policy. A household with an annual income of $7,000 will also have a
monthly TTP of $146 because its income falls in the same tier. For both households, if their
incomes increase during the next 3 years, their TTP will remain at $146 until the next triennial
recertification. If by then they each increase their retrospective annual incomes to, say, $12,000,
their TTPs would jump two tiers, and they would begin paying $262 for the next 3 years.

40 Appendix B shows expanded tiered rent schedules for the five tiered rent PHAs.

4! The Houston Housing Authority applied for Moving to Work status under a third option, which allowed larger
PHAs to propose their own version of the stepped or tiered rent policy within certain parameters set by HUD. The
Houston Housing Authority defines its tiers in $2,000 increments and uses 28 percent of the bottom of the tier
(instead of the midpoint of the tier). These deviations from the initial proposed policy were intended for the new
policy to have a neutral effect on average TTP.
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However, if their retrospective incomes fall by that time, their TTPs would be set according to
whichever tier then applied. If their current incomes drop to a lower tier during the 3 years before
the triennial recertification, they could request temporary adjustments to lower their TTPs under
the policy’s hardship provisions.

Exhibit 15 uses the same household income example as exhibit 13 but applies the tiered rent
rules instead of the stepped rent rules. Exhibit 15 shows hypothetical household income levels
and the calculated TTPs for the first 3 years of the demonstration, which represents the first
triennial recertification period for the tiered rent policy. In this example, the household’s
retrospective income at its initial recertification in 2023 was $600 per month, and its
corresponding TTP is $146 per month. Its monthly income increases to $1,400 in 2024 and then
to $2,000 in 2025. Under the standard rent policy, assuming current income is not different from
the prior year’s income, the household’s TTP would have been $180 in 2023 and would have
increased to $420 in 2024, then to $600 in 2025. Under the tiered rent policy, its TTP remains at
$146 for the full 3 years of the recertification period. The household keeps an extra $8,736 in
additional earnings during the second and third years in this example. At its next triennial
recertification, its TTP is readjusted based on its retrospective (prior 12-month) income, and its
TTP is set at $554 for the next 3-year period.

Exhibit 15. Example of Income and Monthly Payments Under the Tiered Rent Policy Versus
Standard Rent Policy

2,500
2,000
2,000
1,500 1,400
2
]
°
o 1,000
600 600
500 420
180 146 146 146
0 = =
2023 2024 2025
Year
® Monthly Income OTTP for Standard Rent Household BTTP for Tiered Rent Household

TTP = total tenant payment.
Source: MDRC

The hardship exemption for the tiered rent policy is that if a household’s current income would
place it in a lower income tier, the PHA will temporarily set the household’s TTP to that lower
tier. Determining whether gross household income falls into a lower tier should be relatively
straightforward for the household, in contrast to the stepped rent hardship policy, under which it
might be more difficult to determine whether a household’s TTP exceeds 40 percent of its
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adjusted income. Although income deductions are no longer used to calculate rent, the hardship
policy allows some deductions related to dependents and childcare costs to be applied when
determining whether a household qualifies for a hardship exemption and setting its hardship
TTP.*? Like the stepped rent policy, the duration of the hardship exemption ranges from 1 to 12
months, as set by the PHA. Hardship exemptions can be renewed per the household’s request if it
remains eligible for an exemption. No limits are placed on the number of times a hardship can be
renewed, but a hardship TTP is only effective up until the next triennial recertification, when the
household completes a full income review and a new TTP is set for the next 3 years.

Exhibit 16 summarizes the stepped and tiered rent policy features described in this chapter by

rent policy.

Exhibit 16. Comparison of Rent Policies

Feature Standard Rent Rules Stepped Rent Policy Tiered Rent Policy
Total Tenant 30% of current/ 30% of retrospective Based on retrospective
Payment (TTP) for anticipated adjusted adjusted income gross income (TTP is

Initial Certification

TTP for Subsequent
Certifications

Recertification Period

Action Taken When
Household Income
Increases Between
Recertifications

Action Taken When
Household Income
Decreases Between
Recertifications

Hardship Policy

income

30% of
current/anticipated
adjusted income

Annual

Increase TTP based on
income increase (some
public housing agencies
wait until the next annual
recertification to
increase TTP)

Decrease TTP based on
income decrease

Not applicable (TTP
adjustments for income
decreases are
addressed with interim
certifications)

Prior year TTP + fixed
step increase (based on
unit size)

Triennial eligibility check
only (TTP not adjusted
for changes to income)

None

Household may request
temporary hardship
exemption to reduce
TTP

If a household’s TTP
exceeds 40% of income,
temporarily set TTP to
40% of income

set at 28% of midpoint of
tier; tiers are $2,500
wide)

TTP for corresponding
tier based on
retrospective gross
income (TTP is 28% of
midpoint of tier)

Triennial

None

Household may request
temporary hardship
exemption to reduce
TTP

If a household’s current
income places them in a
lower tier, temporarily
set TTP to that lower tier

Note: Site variations—Asheville’s TTP is 28 percent for initial certification; Houston’s TTP is 28 percent of
the bottom of each tier, with $2,000 increments.

Source: MDRC

42 See chapter 4 for further details on the hardship policies.
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Chapter 3. Policy Design

The U.S. Department of Housing and Urban Development (HUD) designed the stepped rent and
tiered rent policies in the Stepped and Tiered Rent Demonstration (STRD) based on
recommendations of the Moving to Work (MTW) Research Advisory Committee and public
comments (HUD, 2016a; HUD, 2016b). HUD (2020a) published policy descriptions in a request
for applications (RFA) notice. The public housing agencies (PHAs) then applied for MTW status
to implement one of the policies described in the RFA. PHAs were also required to complete a
public comment period as part of the formal application process.

HUD prespecified the core features of the stepped and tiered rent policies prior to PHAs
applying to implement these policies.** Doing so allowed PHAs to understand ahead of applying
for MTW status under the stepped and tiered rent cohort what rent policies they would be
implementing. This approach, along with the requirement for public comment as part of the
application process, ensured some level of buy-in from the PHAs and their stakeholders,
including the households they serve. The approach also reduced the amount of time and effort
after PHAs were selected to design and negotiate those features among multiple PHAs, and it
ensured some consistency in how the policy was implemented across PHAs implementing that
policy as part of STRD.

Despite HUD having already defined core policy features prior to selecting PHAs for the STRD
cohort, preparing to launch the demonstration and policy implementation still involved an
extensive process of further specifying and refining the stepped and tiered rent policies with
HUD, participating PHAs, and MDRC. Several factors influenced this process. First, there were
details of the policy that were unspecified in the request for applications notice that still had to be
specified to move forward with implementation.** HUD and MDRC had to consider the need for
flexibility to enable each PHA to meet its unique needs, but had to balance that with the goal of
implementing a relatively consistent policy across PHAs to allow for a rigorous evaluation.
Second, although the PHAs applied to implement one of the predefined policies, they did not
always agree with all the policy specifications, and many features had to be revisited. Third,
HUD and MDRC also had extensive discussions with PHAs about operationalizing the policies,
which revealed that some aspects of the policies were not feasible to operationalize as intended
in the context of current PHAs’ processes (for example, processes for assessing income for new
admissions) or because of certain limitations of their software systems for determining and
adjusting tenants’ subsidies. MDRC and the four PHAs that implemented the first Rent Reform
Demonstration also had to wrestle with many of these aspects of policy design, and those
experiences informed design considerations in STRD.

This chapter describes the considerations and tradeoffs discussed during the demonstration’s
policy design phase leading up to launch. The topics covered include how to implement the
retrospective income feature in calculating total tenant payments (TTPs), how to protect families
from economic hardships that might be caused by the policy change while preserving the
policies’ earnings incentives and administrative simplification, and how to align HUD’s
voluntary Family Self-Sufficiency (FSS) program, which includes a rent-based savings

43 In contrast, for the Rent Reform Demonstration, HUD, the four PHAs in the demonstration, and MDRC jointly
designed the core features of the alternative rent policy.
4 For example, PHASs specified their hardship policies after selection to Cohort 2.
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component, with the new rent policies. Some of these features, such as the use of retrospective
income, are standardized across all 10 housing agencies. Others features, such as the hardship
policies’ core features, are standardized across the five sites within the stepped or tiered rent
policy cluster.

Using Retrospective Income to Set Total Tenant Payments

The standard rent rules use current/anticipated income to set a household’s TTP at each annual
recertification. Current/anticipated income is defined as the amount of income the household
anticipates receiving during the next 12-month period. For example, if a household member is
employed, the housing agency can use the most recent paystubs to estimate an annual wage
income amount. The current/anticipated income is a point-in-time measure (at recertification),
yet household incomes often fluctuate. Under the standard rent rules, interim recertifications can
be conducted to adjust TTP for income changes between annual recertifications, and, at a
minimum, TTP is updated at the next annual recertification.

Using the point-in-time current income as the basis for TTP presents a few significant problems
with the stepped and tiered rent policies. For the stepped rent policy, initial TTP is based on
income, and this calculation sets the household’s TTP trajectory for the full 6 years of the
demonstration (and potentially for many more years if the policy is implemented outside of a
demonstration). For the tiered rent policy, the initial TTP sets the rent for the next 3 years, until
the next triennial recertification. Households’ income levels often fluctuate, so using the income
at the time of the recertification carries a high risk of setting a household’s long-term TTP that is
unsustainable and will require them to request a hardship exemption when their income drops, or
setting the TTP too low over the long term if the household recoups a higher level of income
soon after recertification. One example to consider is a household in which the household head
takes on short-term jobs throughout the year. If the household comes up for recertification at a
time that person happens to be working, the TTP would be set too high because it would be
based off the earnings from the person’s current short-term job and annualized. Once that job
ends, the household would face a significant rent burden. If the household comes up for
recertification at a time when the household head happens to be between jobs, that could set its
TTP very low for a full 3 years for the tiered rent policy, and even longer under the stepped rent
policy, possibly leading the PHA to subsidize the household more than necessary given its
income over the longer period.

To address the concerns around using a point-in-time measure of household income to set a long-
term TTP or an indefinite TTP trajectory, both the stepped and tiered rent policies use a
household’s prior year income, or “retrospective income,” to set TTP at the initial certification
and at subsequent triennial recertifications for the tiered rent TTP. Retrospective income is actual
total income, after accounting for income exclusions, over a 12-month period tied to the
household’s recertification effective date (exhibit 17).% Using a full year of income is expected
to provide a more reliable prediction of income going forward than a point-in-time measure.

4 To account for the time between the start of the recertification process in STRD—which is generally 1 to 2
months earlier compared with the standard schedule to allow time for study enrollment and collecting retrospective
income—and the effective date of recertification, the retrospective period is defined as the 12-month period that
ends at the end of the fifth month before the recertification effective date.

21



Using retrospective income also potentially reduces the incentive to drop earnings intentionally
at the time of the recertification to lock in a lower TTP (Riccio, 2020).

Exhibit 17. lllustration of a 12-Month Retrospective Income Period
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Source: MDRC

One potential disadvantage of using retrospective income in place of current/anticipated income
is that collecting, calculating, and verifying retrospective income can be burdensome for
households and PHAs. In the Rent Reform Demonstration, which also used retrospective
income, the four participating PHAs found that the burden of using retrospective income came
mostly from having to collect documentation from households and verify the income using the
income verification hierarchy, especially when prior jobs had ended, multiple household
members worked, or a member worked multiple jobs.*® Exhibit 18 shows the standard income
verification hierarchy. To some extent, the burden of calculating retrospective income should be
lessened in STRD, because PHAs have the option to apply for waivers to streamline income
verification. All 10 STRD PHAs chose to do so. However, the PHASs varied in the extent to
which they chose to streamline income verification, based on differing levels of concern over the
administrative burden of verifying retrospective income and differing comfort levels with relying
more heavily on household self-reports of income.

Exhibit 18. HUD’s Standard Verification Hierarchy

Level | Verification Technique Ranking

6 Upfront Income Verification (UIV), using HUD’s | Highest (Mandatory)
Enterprise Income Verification (EIV) system and
the Income Validation Tool (IVT) (not available
for income verifications of new applications)

46 See Riccio, Verma, and Deitch (2019) for more details on PHA staff members’ perspectives on implementing the
Rent Reform Demonstration.
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5 UIV using a non-HUD system Highest (Optional)

4 Written Third-Party Verification High (Mandatory to supplement EIV-
reported income sources and when EIV
has no data; Mandatory for non-EIV
reported income sources; Mandatory
when tenant disputes EIV-reported
employment and income information and
is unable to provide acceptable
documentation to support dispute)

3 Written Third-Party Verification Form Medium-Low (Mandatory if written third-
party verification documents are not
available or PHAs reject them; and when
the applicant or tenant is unable to
provide acceptable documentation)

2 Oral Third-Party Verification Low (Mandatory if written third-party
verification is not available)

1 Tenant Declaration Low (Use as a last resort when unable to
obtain any type of third-party verification)

Source: HUD (2018)

To streamline the verification process, at the most simplified level, PHAs could rely primarily on
HUD?’s Enterprise Income Verification (EIV) system and then go straight to tenant self-
declaration, skipping any third-party documentation. One PHA is implementing this process
across the board. At the other extreme, PHAs can preserve the standard verification hierarchy,
and one PHA is doing so. In between these two extremes there is some variation in which levels
are skipped or combined, but two common approaches are combining written and oral
verification (so that both can be sought at the same time, and only one is needed) and making
self-certification a higher priority level instead of the lowest priority. Exhibit 19 summarizes how
each PHA streamlined its income verification hierarchy through waivers. In general, PHAs rely
more heavily on the EIV system to collect and verify retrospective income than they do to verify
income under the standard rent rules. There is an approximately 6-month lag in receiving income
information through the EIV system, which makes it less useful for determining
current/anticipated income, but EIV can often cover a good portion of the 12-month retrospective
income period.
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Exhibit 19. Public Housing Agencies’ Alternative Verification Hierarchies
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Source: HUD (2023a)

Although the initial plan was to use retrospective income for all TTP calculations under the
stepped and tiered rent policies, it was determined in conversations with PHAs that it would not
be feasible to use retrospective income for new admissions to public housing or the Housing
Choice Voucher (HCV) program. There was concern that, in the HCV program, the collection
and verification of retrospective income may cause delays in leasing a unit after a household
finds and is approved for one, putting the household at risk of losing the unit. That experience
could also jeopardize the household’s access to the voucher, because households have a limited
amount of time to find and lease a unit before the voucher expires. Another consideration is that
PHASs do not have access to the EIV system for new admissions like they do for recertifications.
Given PHASs’ reliance on the EIV system for income verification for the earlier part of the
retrospective income periods, not having access to the EIV system would make the process of
documenting and verifying retrospective income much more burdensome for new admission
households. Additionally, eligibility for public housing and the HCV program is based on
current/anticipated income, and there was concern around two different income concepts being
applied at the same time when a household first enters the program. For these reasons,
retrospective income is used only for calculating TTP at recertifications, and current/anticipated
income is used for calculating initial TTP when a household first enters the housing subsidy
program.

Using Gross Income to Set Total Tenant Payments

One policy feature that was initially part of both the stepped and tiered rent policies is the use of
gross (unadjusted) income instead of adjusted income to calculate TTP. Under the standard rent
rules, households’ TTP is 30 percent of its adjusted income—that is, their total household
income minus various deductions and allowances. These deductions and allowances include
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qualifying childcare expenses and a $480 deduction for each dependent.*’ Using gross income
eliminates these income deductions and allowances. In the final policy specifications, only the
tiered rent policy uses gross income instead of adjusted income. (Considerations in using gross
rent in the stepped rent policy are discussed further below.)

There are two key rationales for moving to gross income. First, using gross income streamlines
the income determination, documentation, and verification processes. Calculating, documenting,
and verifying deductions—particularly childcare deductions—is widely seen as a cumbersome
process and prone to error. Using gross income also reduces the likelihood of such errors.
Second, calculating TTP using deductions and allowances can be complex and difficult for
families to understand. Using gross income increases the simplicity and transparency of TTP
calculations for families. In the tiered rent policy in particular, using gross income, along with
the tiered rent schedule, allows families to understand their TTPs more easily and predict how
TTPs will change if their incomes change (every 3 years).

Eliminating income deductions and allowances effectively increases household income amounts
used to calculate TTPs, and therefore, it increases the tenant share of rent. To help offset this
increase for the tiered rent policy, the percentage applied to determine TTP was reduced from 30
to 28 percent. However, although eliminating income deductions raises the average TTP by a
modest amount, and using the lower percentage of income offsets the average TTP increase, it
affects different types of families differently, depending on the deductions they relied on under
the standard rent rules. Families who pay for childcare and large families with many dependents
are most affected by this policy change, raising equity concerns. The next section discusses
hardship policies to address these concerns.

For the stepped rent policy, using gross income instead of adjusted income was also initially
specified as part of the policy that HUD (2020) published in its RFA. However, PHAs, HUD,
and MDRC weighed the tradeoffs between administrative streamlining and uneven effects on
rent burden for families differently for the stepped and tiered rent policies. Ultimately, a decision
was made to maintain the use of adjusted income for the stepped rent policy. One important
reason for this decision is that a household’s TTP is calculated only once under the stepped rent
policy, at the initial certification, so the benefits of streamlining and transparency would be
minimal. In contrast, the benefits are more substantial under the tiered rent policy, given the
ongoing triennial income reviews with TTP recalculations.

Another important reason for staying with adjusted income under the stepped rent policy is that
eliminating deductions would increase the rent burden for some types of families significantly
more than others, given the nature of the stepped rent structure. Under this policy, a household’s
TTP will already be stepping up over time. With gross income, households most affected by loss
of deductions—households with multiple dependents and households paying for childcare—
would have a much higher starting TTP using gross income, and this burden would compound
over time as the TTP increases annually. Furthermore, if the stepped rent policy relied on

47 Qualifying childcare expenses are out-of-pocket, unreimbursed expenses that families pay toward childcare for a
child or children under 13 years old that enables a family member to work, seek employment, or pursue education.
There are also $400 deductions for elderly or disabled household heads and deductions for expenses for disability
assistance or medical expenses for elderly or disabled heads of households, spouses, or co-heads. However, these
deductions do not apply to the population of households participating in the demonstration, because households with
elderly or disabled status were not eligible for the demonstration.
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hardship exemptions to address the loss of childcare deductions, then many working families
would not be able to benefit from the stepped rent structure at all. They would get “stuck” with a
40 percent of income hardship TTP for possibly many years (until they are no longer paying for
childcare). Because most families with childcare deductions are families who already work, they
may have less opportunity to increase income and, therefore, may stand to benefit less from the
stepped rent policy to begin with. Some PHA staff members felt that removing the childcare
deduction seemed unfair, because it would penalize households already “doing the right thing.”

Protecting Families From Hardship

An important consideration for designing rent policies that deviate from the traditional percent-
of-income rent structure is how to structure the safeguards to protect families from excessive rent
burden if they experience an income loss, or if their income does not increase to keep up with the
stepped rent increases in the case of the stepped rent policy. In developing these safeguards,
there can be a tension between making sure they adequately protect families from hardship but
also preserve the earnings incentive built into the policy. There are also cost and administrative
burden considerations. The hardship policy needs to balance several objectives: making sure a
household is adequately protected, that the administrative burden associated with processing
hardship requests and exemptions is contained, and that PHAs do not spend too much in housing
subsidies to households that no longer need the hardship exemption. PHAs had some discretion
in how they could structure hardship policies in STRD, and different PHAs weighed these
factors a bit differently based on their own housing subsidy populations and priorities.

Considerations in Developing the Stepped Rent Hardship Policy

The tension between adequately protecting families from hardship and preserving the earnings
incentives is especially salient in the stepped rent policy. As previously described, the stepped
rent structure aims to counteract the potential disincentive built into the standard percent-of-
income policy by decoupling rent from household income. If a household increases its income, it
can keep all its income that exceeds the modest step increase each year, which stands in contrast
to the standard percent-of-income policy in which 30 percent of the income increase is paid
toward rent, and the household keeps only the remaining 70 percent. Households that increase
their income significantly stand to benefit greatly from this policy change. However, under the
stepped rent structure, a household whose income decreases would also face the same rent share
amount (which continues to increase over time), putting the household at risk of an excess rent
burden, financial hardship, and ultimately possible eviction. Even households whose income
remains steady over time are at risk of hardship in the stepped rent policy, because their rent will
continue to increase even if their income does not. However, reducing a household’s TTP if its
income drops, or not having the household’s TTP step up by the fixed step increase amount if its
income does not increase, would essentially be reverting those households’ rent rules back to the
traditional percent-of-income rent structure.

The hardship policy for the stepped rent policy is if a household’s TTP, calculated using the
stepped rent rules, exceeds 40 percent of the household’s current adjusted income, the household
qualifies for a hardship exemption. The household’s TTP is temporarily set at 40 percent of its
current adjusted income. The next section discusses the duration of the hardship exemption.

Using 40 percent of adjusted current income as the threshold to determine whether a household
qualifies for the hardship exemption and to set the hardship TTP amount was intended to
preserve the stepped rent policy’s incentive structure while limiting extreme rent burden. At 40
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percent of adjusted current income, even if a household’s income never changes, its TTP will
still step up from 30 to 40 percent of its income, effectively preserving the stepped rent structure
during that time. Depending on income levels, households’ TTPs can step up from 30 to 40
percent in as little as 1 year or up to several years. If the hardship TTP were set at 30 instead of
40 percent, households that do not increase their income would effectively revert to the standard
30-percent-of-income rent policy. It would leave open the possibility for households to “opt out”
of the stepped rent structure by not increasing their income.

The main tradeoff is that 40 percent is a higher rent burden than the 30 percent in the standard
rent policy, and a household could remain at this higher rent burden for the long term if it does
not recoup its prior earnings levels. To address this potential issue, the stepped rent hardship
policy allows PHASs to grant a “step reset” after 12 months if a household requests to renew the
hardship exemption and its income still qualifies it for one. A step reset restarts the household’s
schedule. A new “initial” TTP is calculated using 30 percent (or 28 percent in Asheville) of
adjusted retrospective income, and the household’s TTP steps up annually from there, following
the TTP’s regular stepped rent schedule. A step reset is especially appropriate for situations in
which a household’s reduced income level is likely to represent an income shift that is likely to
endure, such as when a household member with income left the household, or if a previously
employed household member experiences long-term unemployment.*8

Exhibit 20 illustrates the example of a stepped rent policy hardship exemption. Following the
previous hypothetical example in exhibit 13, after the household’s income increases to $2,000
monthly in the fourth year (2026), its income drops to $250 monthly, and the household’s TTP
steps up from $240 to $270. This household qualifies for a hardship exemption, because its TTP
exceeds 40 percent of its current income, which temporarily sets its TTP to 40 percent of its
income, or $100 monthly. In the hypothetical example, the household recovers its $2,000
monthly income by the time the hardship exemption is set to expire. At the hardship expiration
date, the household reverts back to its nonhardship TTP of $270.

48 HUD did not impose a limit on the number of step resets that a household can have during the 6-year
demonstration period. However, one PHA decided to cap the number of step resets at one, except for extenuating
circumstances.
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Exhibit 20. Stepped Rent Hardship Example: Monthly Payments and Income
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Considerations in Developing the Tiered Rent Hardship Policy

In the tiered rent policy, like the stepped rent policy, changes to a household’s rent are also
decoupled from income to some extent but only for a shorter period of 3 years. Therefore, any

income increases do not affect household rent until the next triennial recertification.

Truly freezing TTP for the 3-year recertification period puts households at risk of hardship if the

household experiences an income drop during that period. However, allowing for interim

adjustments when household income decreases during the 3-year period could cost PHAs in
terms of increased total Housing Assistance Payment in the voucher program or decreased
revenue in public housing, if the lower TTP extended through the end of the 3-year period,
potentially far beyond the point when the TTP adjustment is needed. An extreme example is a
case in which a household member loses a job immediately after the triennial recertification but
finds a new job a few weeks later and returns to the same level of earnings as the previous job. If
an interim certification is conducted at the time the person loses the job, the household would
have a much lower TTP that would extend for nearly 3 years, even though the household was
only rent burdened for less than a month. Providing subsidies for households that do not need
them has significant implications for PHAs’ ability to serve households, particularly in the HCV
program. If the PHA spends significantly more in subsidies for households already on the

program, they will end up serving fewer households.

For these reasons, the tiered rent policy uses temporary hardship exemptions to protect

households from financial hardship due to reduced income (and other causes). A household
qualifies for a hardship under the tiered rent policy if its current income places it in a tier lower
than its current tier. If that is the case, the household temporarily pays the lower TTP for that tier.
PHASs have discretion over the duration of the hardship, within 1 to 12 months. A household may
request a hardship exemption renewal and will be granted the renewal as long as the household’s
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current income still places it in a lower tier. No limits are placed on the number of renewals that
can be requested or granted.

Exhibit 21 illustrates a hypothetical example of a tiered rent policy hardship exemption. In this
example, the household has its initial certification under the tiered rent policy, and its monthly
TTP is set at $204—the TTP for the tier that its retrospective annual gross income of $8,000 falls
into. This TTP is set to remain in place for 3 years, until the household’s next recertification in
May 2026, when household income will be reassessed and the TTP recalculated. However,
slightly more than 2 years later, in June 2025, the household’s income drops to $6,000 annually.
Because the lower income places the household into a lower tier, the household qualifies for a
temporary hardship exemption starting the following month, and its TTP is set to that of the
lower tier, $146. In this example, when the hardship expires at the end of December 2025, the
household has not yet recovered its previous income level. The household then requests and is
granted a hardship renewal, and its TTP remains at $146 until the next triennial recertification.
At the next triennial recertification, TTP is recalculated based on retrospective income, which is
now $6,000 annually, and set at $146. The TTP will remain at $146 until the next triennial
recertification in May 2029, unless the household experiences another decrease in income during
the 3-year period that places it at an even lower tier and qualifies it for a new hardship
exemption.

Exhibit 21. Tiered Rent Hardship Loss of Income Example

May 2023 June 2025 July 2025 January 2026 May 2026
Initial Income drops, household Beginning of Hardship scheduled to end, Triennial recertification,
recertification requests hardship 6-month hardship  household is granted a renewal new TTP calculated

Household Income Household Income

Household Income Household Income Household Income
= $8,000 = $6,000 ”I

= $6,000 =$6,000 = $6,000

Tiered Rent Tiered Rent Tiered Rent Tiered Rent Tiered Rent
Monthly Payment = Monthly Payment = Monthly Payment = Monthly Payment = Monthly Payment =
$204 $204 $146 $146 $146

TTP = total tenant payment.
Source: MDRC

The tiered rent policy uses gross (unadjusted) income to calculate TTP, with no adjustments for
expenses such as childcare. As previously discussed, this policy could disproportionately put
certain types of families at higher risk for significant rent burden, particularly families who pay
for childcare and large families with many dependents. Losing the sizable childcare deduction
among families with adults who work or are in education or training programs on top of losing
the dependent deduction could raise a family’s TTP substantially (relative to standard rent rules),
increasing the financial hardship and possibly even leading some family members to stop
working or pursuing education. For large families with multiple dependents, because each

29



dependent yields its own deduction under standard rent rules, large families could see their TTPs
jump a great deal just from losing those deductions.

To protect these families, the tiered rent policy offsets these potential TTP increases through its
hardship provisions. Households are eligible for hardship exemptions if deducting eligible
childcare expenses and dependent deductions (according to a PHA-determined threshold) from
their current gross income yields an income level that falls into a lower income tier than would
have been the case by relying simply on gross income. To preserve some of the streamlining of
processing childcare deductions, PHAs set a minimum threshold of childcare expenses required
for determining qualification for hardship exemptions and calculating hardship TTPs. The
threshold was equal to the size of the tier increment ($2,500 for all PHAs except Houston, which
has $2,000 tiers) that guarantees a drop to the lower tier. This threshold minimizes the
administrative burden of processing, calculating, and verifying childcare expenses for small
amounts that would have a minimal effect on TTP.

Three of the five tiered rent PHAs also set thresholds for large families to take dependent
deductions. Exhibit 22 displays the PHAs’ various hardship provisions for large numbers of
dependents. For example, in Akron, families with six or more dependents can qualify for a
$1,200 deduction from their current income if they apply for a hardship exemption. In Everett,
households with four or more dependents can drop down one tier for a hardship exemption.
PHAs developed these provisions for large numbers of dependents, based on analyzing the effect
of losing deductions on households at their PHA, and identified households exceeding these
thresholds as being significantly affected by the change.

Exhibit 22. Hardship Provisions for Large Numbers of Dependents

Public Housing Agency Threshold Hardship Provision
Akron 6+ dependents Flat $1,200 deduction
Charleston-Kanawha N/A N/A

City of Everett 4+ dependents Drop down 1 tier
Houston N/A N/A

Washington County 5+ dependents “Transition discount”

N/A = not applicable.
Source: HUD (2023a)

Setting Duration of Hardship Exemptions

As previously described, for both the stepped and tiered rent policies, households are granted a
temporary hardship exemption (their TTP is temporarily lowered) if their current income
qualifies them for one. PHAs had discretion in setting the duration of the hardship exemptions
between 1 and 12 months. PHAs also were able to choose whether to determine the hardship
duration on a case-by-case basis, set standardized durations based on the type of hardship the
household experiences, or set one standard duration regardless of the hardship type.

When deciding whether and for how long to set a standard duration, PHAs weighed two
competing risks stemming from the fact that households’ hardship situations vary quite a bit.
One risk is that setting a longer standard duration means that some households will pay the lower
hardship TTP for longer than is needed given their situations. Providing a hardship exemption
long beyond when it is needed would result in PHAs losing Housing Assistance Payment funds
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or public housing revenue due to reduced TTPs. On the other hand, setting a shorter duration
means that more households will have financial hardships that exceed the standard hardship
duration, leading them to request renewals of the hardship exemption, sometimes multiple times.
These multiple requests and renewals could lead to significant administrative burden for PHAs in
reviewing many hardship requests, verifying income, and processing hardships. Meanwhile,
families would have to repeatedly request the hardship exemption if the situation has not
improved. A tradeoff is that although multiple requests and renewals can lead to administrative
burden for PHAs and families when hardship exemptions are needed, the need to make multiple
requests with accompanying documentation might serve as a deterrent for families to request
hardship exemptions not truly needed.

Exhibit 23 shows the duration of hardship exemptions by PHA. Eight PHAs elected to set one
standard duration regardless of the reason for the hardship. These PHAs cited administrative
simplicity as the primary reason for using one standard duration for all hardships. However, that
standard duration varied greatly by PHA. One PHA set it at 3 months, two PHAs set it at 6
months, and five PHAs set it at 12 months. PHAs with longer durations had expressed concerns
about the administrative burden of repeated hardship requests and processing with a shorter
duration. Proponents of shorter durations expressed that their population had a lot of income
volatility and that the shorter duration could encourage households to recuperate their income
more quickly when possible. Two PHAs decided to set two separate durations. Both set
hardships due to a deduction loss (for example, the family started paying childcare expenses) at
12 months, because those are likely to be longer-term financial situations, and set shorter
durations for income losses or other circumstances in which it is more likely that the household’s
financial situation is shorter-lived.

Exhibit 23. Hardship Duration by Site

Standard Hardship Duration Public Housing Authority
3 months Asheville
6 months Charleston-Kanawha

Kern County
6 months for income loss and 12 months for deduction loss Fort Wayne

12 months Akron
Houston
Portsmouth
Salt Lake County
Washington County

12 months for deduction loss Everett
(Otherwise, case by case 6, 9, or 12 months)

Source: HUD (2023a)
Automatic Hardship Exemptions

One risk with using retrospective income instead of current income to calculate TTP is that the
household may have experienced a recent income reduction that would make it difficult for it to
afford a TTP based on its (higher) income over the past 12-month period. For example, some
households may have had members who worked steadily over the past year, but then lost their
jobs in the past month, making them unemployed at the time of their recertification. As
previously described, both the stepped rent and tiered rent policies have hardship provisions that
qualify households in this situation for hardship exemptions, because the current financial
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situation creates an excessive rent burden for them, given their TTP under the stepped or tiered
rent rules.

At the initial certification for both the stepped and tiered rent policies, PHA staff have all the
information needed to assess whether a household qualifies for a hardship based on its current
income.*’ Therefore, both policies have a mechanism in place to ensure that all households
qualifying for a hardship based on their current income at the initial certification are granted one.
For recertifying households, during the recertification process, PHAs collect both their
retrospective and current income and assess hardship eligibility based on current income. The
household is granted a temporary hardship if it qualifies. This hardship is considered
“automatic,” because the household does not have to request the hardship. The assessment is
done for all households at the initial certifications. After the initial certification, with the tiered
rent policy, the same process to check for and grant automatic hardships is conducted at each
subsequent triennial recertification.

At all other times—that is, after the initial certification for the stepped rent policy and in between
recertifications for the tiered rent policy—households must request the hardship assessment to
see if they qualify. If the hardship expires and the household has still not recovered its income, it
can apply for a renewal. As long as its current income still qualifies it for the hardship, the
renewal will be granted. No limits are placed on the number of requests a household can make or
renewals it can be granted.

Incompatibilities With the Family Self-Sufficiency Program

One other important policy design consideration was how to implement the stepped and tiered
rent policies in the context of the FSS program, which all 10 participating housing agencies
operate. FSS is the main federal program for increasing employment and earnings and reducing
reliance on government subsidies among recipients of housing subsidies. As a voluntary
program, it is intended to offer assisted households help in finding services in the community
that can help them prepare for, find, and advance in work.*? In addition, the FSS program also
offers a rent-based work incentive and asset-building component. Commonly referred to as the
program’s “escrow” component, this feature offers households an opportunity to build savings
from their rent payments. Under the standard 30-percent-of-income rent policy, all households
that increase their earnings will generally pay a higher TTP because of their higher income.
However, for households enrolled in the FSS program, the exact amount of that TTP increase is
credited in an escrow account every month. If the household meets all program requirements and
graduates from the FSS program (usually within a 5-year period), it can receive the total amount
of escrowed savings in a lump sum payment.

However, this traditional escrow approach, adapted to the standard rent rules, does not fit very
well with the rent reform policies that STRD is testing. Under the tiered rent policy, a
household’s opportunity to build escrow credits is limited, because its TTP is capped for 3 years.

4 If a household assigned to the tiered rent policy receives a childcare deduction at the time of the initial
recertification based on childcare expenses reported in a prior certification, the PHA staff person completing the
household’s recertification asks if the household still pays for childcare, assesses if the qualified expenses exceed the
minimum threshold, and if so, those childcare expenses are deducted from the household’s current income when
determining whether the household qualifies for an automatic hardship.

50 The FSS program is available to HCV participants, public housing residents, and Section 8 Project-Based Rental
Assistance program tenants. HCV participants account for the largest share of FSS participants (CBPP, 2020).
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Household earnings may increase, but because that extra income does not lead to a TTP increase
until the triennial recertification, households will not be able to receive escrow credits during that
period. Thus, a household may choose to enroll in the FSS program and may benefit from its
service coordination, but it only begins to build savings in its escrow accounts after its triennial
recertification if it reports higher earnings and sees its TTP increase at that point. In the
meantime, however, from the time of enrollment, all households will directly and immediately
benefit from their TTP not increasing with earnings increases within each 3-year period leading
up to a triennial recertification. They will keep the additional money that would otherwise go to
their rent contribution under the standard rent policy, and they will not have to wait to complete
the FSS program and meet its “graduation” requirements to qualify for and receive the money,
which many FSS enrollees never do (Freedman et al., 2023; Verma et al., 2017).3!

In contrast, under the stepped rent policy, TTP increases are implemented annually by a fixed
amount that is not based on households’ earnings increases. Thus, it would be inconsistent with
FSS policy to add credits to an escrow account based on nonearnings-based TTP increases. And
if those TTP increases were allowed to count if earnings did increase, doing so would add to the
PHASs’ Housing Assistance Payment costs and also require regular income reassessments, an
administrative burden that the stepped rent policy is intended to avoid. If the stepped rent TTP
increases were allowed to count toward escrow regardless of any income changes, then it would
effectively act as a long-term TTP freeze, increasing Housing Assistance Payment costs without
the benefit of the escrow serving as an incentive to increase income.

In lieu of the FSS program’s escrow component, PHAs operating the stepped rent policy are
developing alternative approaches to reward work. For example, they plan to offer cash rewards
for meeting certain self-sufficiency milestones. In this way, they intend to keep a financial
reward as part of a modified FSS program, along with the services component. One stepped rent
PHA implemented a cash-based reward system for new FSS participants when STRD study
enrollment began. The other four PHAs were at different stages of development of their
programs at the time of this report. For those four PHAs, until they launch the alternative
approaches, stepped rent households can enroll in the FSS program and receive services, but the
escrow component will not apply to them.

For the purposes of this demonstration, households already participating in the FSS program at
the time of study enrollment are not eligible for the demonstration. This is to avoid disrupting the
terms under which they volunteered for the FSS program by taking away their promised
opportunity to build savings through the escrow component. However, once enrolled in the
demonstration, any household that wishes to volunteer for the FSS program may do so (slots
permitting), understanding that the traditional escrow component will not be available to them if

SFSS has been subject to two comprehensive randomized trials, a HUD-sponsored national evaluation including 18
sites (see Freedman et al. (2023) and a test of the program operated in New York City (see Verma et al., 2017). In
the national evaluation, about 60 percent of FSS participants accrued some escrow credit during their FSS program
tenure. Most began building escrow balances in the first 2 years after enrolling in the program, after which the
chances of earning any escrow began to decline. By 5 years of followup, 17 percent of FSS participants had
graduated, most of whom had earned an escrow disbursement. Although another 23 percent continued to be enrolled
in the program and could possibly graduate with escrow disbursements, a small proportion of those who accrue
€SCrow go on to receive it.
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they are subject to the stepped rent policy or that it will be of limited value if they are subject to
the tiered rent policy (applying only at the time of the triennial).
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Chapter 4. Operationalizing the Policy

In addition to collaborating with the 10 participating public housing agencies (PHAs) and the
U.S. Department of Housing and Urban Development (HUD) to design and refine the stepped
rent and tiered rent policies, MDRC also worked with the PHAs to prepare for implementing the
new rent policies. MDRC provided technical assistance on implementing the new rent policies,
enrolling households into a study, and carrying out random assignment. This chapter describes
lessons learned and considerations that arose when PHAs operationalized the stepped and tiered
rent policies. It includes considerations for when households were transitioned from the standard
rent policy to one of the alternative policies. This chapter also provides insight into the many
new materials and documents that PHAs created to operationalize the alternative policies.
Overall, PHAs spent a considerable amount of time and effort to prepare for and launch the
policies. The PHAs in the demonstration began preparations for launching the stepped or tiered
rent policies in July 2021. Five of the 10 participating PHAs launched policy implementation in
January 2023, 2 launched in March 2023, and 3 launched in May 2023.

When MDRC first began engaging with the PHAs, the priority in preparing for launch was to
finalize the policy design as chapters 3 and 4 describe in detail. Once the basic policy design was
completed, PHAs then addressed additional operational and policy-related considerations. Some
of these considerations required PHAs to make changes to standard practices, required updates to
PHA software, and potentially required PHAs to request additional waivers from HUD. This
chapter highlights some of the actions taken and decisions made by the study team and the PHAs
leading up to launch.

Preparing to Implement the Stepped and Tiered Rent Policies

To prepare for implementing the stepped and tiered rent policies, PHAs requested waivers from
HUD (required permissions to veer from the standard rent policy), modified their software to
allow for calculating tenant rent under the stepped and tiered rent rules, and determined the
staffing structure for operationalizing stepped and tiered rent policies.

HUD Waivers

Moving to Work (MTW) PHAs interested in changing rent policies and practices are required to
obtain an approval of a waiver from HUD. For the Stepped and Tiered Rent Demonstration
(STRD) study, PHAs needed to follow routine processes to request waivers to eliminate
deductions for the use of gross income under the tiered rent policy as well as waivers to
implement triennial recertifications instead of annual recertifications. PHAs had to request a
package of waivers previously reviewed by HUD that would give them authority to implement
the stepped and tiered rent policies. Some PHAs also requested additional recommended
waivers. For example, most requested waivers to implement an alternative verification hierarchy
that allowed PHA staff more flexibility in verifying a household’s retrospective income
(described in chapter 3). Some PHAs also requested waivers to increase the income discrepancy
threshold that triggers the need to seek repayments from households if households provide
inaccurate income information (the income discrepancy threshold). These PHAs did so to avoid
an increased number of repayment scenarios directly related to the complexities of collecting
retrospective income information from households.
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Modifying PHA Software Systems

Any rent reform that changes the way that tenant rent and subsidies are calculated will require
modifications to a PHA’s software system to correctly implement the alternative rent policy.
Under standard operations, housing specialists interact with households to process changes to the
household’s subsidies and enter household information (such as income sources and household
composition) into the agency’s software system. The system calculates tenant rent share and
other subsidy-related amounts. This information is submitted to HUD, and used by the agency
for landlord payments and agency operations.

In STRD, the MDRC study team worked closely with the 10 participating PHAs and their
software developers to modify their software systems. That extensive process involved three
stages: (1) developing specifications for how the software should be modified to implement the
new rent policies; (2) working with software vendors and PHAs to ensure that system
modifications aligned with policy specifications and did not interfere with regular agency
operations; and (3) testing the modified software to ensure that the rent calculations under the
new policies were accurate. Although this process was expected to take approximately 8 months,
it took about 10 to 18 months (depending on the vendor) from the start of regular meetings with
vendors and PHASs to review and revise the specifications to the point that the software systems
were ready for the demonstration to launch.?

The PHAs used four software systems that varied widely in capacity and functionality. The
systems varied in the extent to which they could implement the new rent policies in a way that
was user-friendly, had automated processes, and prevented user errors. This variation is
consequential in implementing an alternative policy, because the extent to which PHAs can
achieve administrative simplification and efficiency—a major objective of both the stepped and
tiered rent policies—is highly dependent on the extent to which the required functionality to
support implementing the new rent policy can be built into PHAs’ existing software systems.

For example, a key mechanism for simplifying subsidy administration under the stepped rent
policy is the relatively automatic annual step increase that is not based on any income review and
does not require any PHA interaction with the household or updates to household information.
One software system created a batch 50058 process for the stepped rent policy. Every month, the
PHA user can run all step increase certifications together in one batch. Conversely, in another
software system, PHA staff members have to create a certification to implement the step increase
for each household one at a time when the next scheduled annual step increase is due to occur.

32 Some software modifications were continuing to be developed and refined even after PHAs launched study
enrollment. Also, the extended timeline was related to two significant transitions that had implications for software
development and modification. The modifications to implement the stepped and tiered rent policies were
simultaneous with HUD’s transition from the Inventory Management System/Public and Indian Housing
Information Center system to the Housing Information Portal system to receive 50058 submissions from PHAs and
also with HUD’s transition of the MTW 50058 form that MTW PHAs used to submit data to HUD to a new form,
the MTW Expansion 50058 form.
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These variations in software capacity have significant implications for administrative efficiency
and burden in implementing these policies.>?

Accordingly, the software modification costs also varied widely based on the level of automation
that could be implemented in individual systems. The cost was also based on how many PHAs in
the demonstration operated the same software systems so that costs could be spread across
PHAs. Five PHASs (a mix of stepped and tiered rent PHAs) used the Yardi Voyager software
system, 3 PHAs (also a mix of stepped and tiered rent PHAs) used the Emphasys Elite software
system, and 2 PHAs (both tiered rent PHAs) used two systems, Tenmast and HAB, which are
operated by MRI Software. The average cost of the software modification for a PHA was
$105,000, but the cost ranged widely based on the software system’s capacity to integrate
different modifications and other factors.

A final important consideration regarding the need to modify PHA software to implement an
alternative rent policy is the feasibility and cost of aligning the policy specifications to PHA
software modifications. Because the policy and ability to implement the policy in the PHA
software are inextricably linked, small tweaks to policy can lead to expensive software
modifications. For example, HUD had originally designed the stepped rent hardship policy so
that a hardship “paused” a household’s annual step increase schedule. In other words, if a
household were granted a hardship exemption, its step increase schedule would be on hold
during the hardship. After the hardship ended, the annual step increase schedule would pick up
where it left off when the household started the hardship. This pausing of the annual step
increase schedule would have been a very complex modification to implement, because it would
have involved linking the step increase schedule to an underlying calendar system that could be
started and stopped with hardship certifications. Some software systems did not even have
calendar functions built into them to allow for this type of modification. Different households’
step increase schedules would vary based on the number and duration of hardships they had
received, which would make it very difficult to use the software systems’ standard reports to
track step increase certifications. For these reasons, the policy specification was changed, and
step increase schedules are not paused for hardship exemptions.

Public Housing Agency Staffing

PHASs had to determine the staffing structure for implementing the stepped and tiered rent
policies. For example, PHAs had to decide whether they would train all frontline staff members
to work directly with households under both the standard rent rules and the alternative rent
policy or whether they would designate staff members to work stepped and tiered rent
households. On the one hand, specialized staff members become experts in the alternative
policies. On the other hand, that specialization could lead to complications if there is staff

53 Two other examples are (1) one software system built a retrospective income module that allowed PHA staff to
enter quarterly earnings amounts from the Enterprise Income Verification system directly into the system. The
module then prorated those amounts based on the household’s start and end dates to calculate the correct earnings
amount for the household’s retrospective income. Other systems required PHA staff to calculate and prorate
retrospective income amounts outside the system and enter the annual retrospective income amount manually; (2)
One software system was able to clearly highlight the total tenant payment amount on the tenant screen during data
entry when a household’s current income qualified the household for a hardship, which made it more difficult for the
user to miss granting an automatic hardship when warranted. The other system included a warning in a global list of
warnings at the point the certification was submitted in the system, making it easier to miss.
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turnover. Ultimately, each PHA designed its own staffing structure, and these structures varied
across the 10 PHAs. For example, some agencies designated a smaller number of staff members
to implement most of the stepped or tiered rent tasks, but they trained several more people who
could perform those tasks, as needed.

The MDRC study team trained PHA staff members on the stepped and tiered rent policies and
how to operationalize them. The MDRC study team also worked with the software vendors to
train PHA staff members on the software modifications necessary to implement the alternative
policies. Training sessions included slide presentations, question and answer sessions, and varied
hands-on practice sessions related to calculating retrospective income and total tenant payments
(TTP), implementing hardship remedies and demonstrating how to perform these activities in the
PHA software (exhibit 24). A significant amount of training on the new modifications to the
software was needed. Some PHAs hired new staff members who had to be trained on all PHA
policies and procedures and the basics of the PHA software system. New staff members also
needed training on the stepped and tiered rent policies and procedures. The study team will
continue to work with software vendors to provide ongoing training as needed.

Exhibit 24. Public Housing Agency Trainings

Training Type Timing

Stepped and Tiered Rent Demonstration 1.5 years before launch and 3 months before launch
study and policy overview

. 1-3 months before launch (plus ongoing refresher
Study enrollment training training beginning about 1 week before launch)

Policy-focused training 1-3 months before launch (plus ongoing refresher
training beginning about 2 months after launch)

Software training 2 months before launch (plus refresher training 1 and 2
months after launch)

Source: MDRC
Making the Transition to New Rent Policies

After the details of the stepped and tiered rent policies were specified, PHAs had to plan how to
operationalize the new policies in the context of their standard operating procedures. This section
describes three important operational issues that PHAs, the MDRC study team, and HUD
worked through in the planning phase leading up to the demonstration launch. These issues
include the timing of transitioning households onto the new rent rules, how to maintain the
recertification effective dates (as the new rent policies require), and when to update payment
standards and utility allowances for households under the alternative rent polices.

Transitioning Households

The study team and PHAs had to decide the point at which each household would transition off
the standard policy and onto the alternative policy. In most cases, PHAs transition each
household at their next regularly scheduled recertification so that every household is transitioned
within the study’s 1-year enrollment period. However, PHAs that typically align a household’s
rental lease contract date with its annual recertification effective date must transition the
household at the time the household moves units and signs a new lease. Otherwise, the
household’s next recertification effective date would fall outside the 1-year enrollment period.
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For similar reasons, PHAs also transition households to stepped or tiered rent policies if they
move from one housing program to another—for example, from public housing to the Housing
Choice Voucher (HCV) program.

There are other things to consider, such as staffing workload, when transitioning households to
triennial recertifications. One PHA transitions households in quarterly cohorts, moving
recertification effective dates up as appropriate.>* All eligible households at all 10 PHAs will be
transitioned to the stepped or tiered rent policy by mid-2024, when the 1-year enrollment period
is expected to end for this demonstration.

Maintaining Recertification Effective Dates

As noted previously, some PHAs align a household’s rental lease contract date with its annual
recertification effective date, so if a household moves or establishes a new lease contract date,
the recertification effective date is changed to align with it. This practice, however, is not
compatible with the tiered rent policy’s triennial recertification schedule or the stepped rent
policy’s annual step increase cycle. The triennial recertifications effective dates must remain
constant so the household continues to benefit from the 3-year period in which rent increases do
not affect their TTP. Similarly, the annual step increases need to remain constant so that the
household is only subject to those increases once a year. Therefore, PHAs will not change
recertification dates for stepped and tiered rent households when they move, even if that is the
PHA'’s standard procedure under the standard rent rules.

Relatedly, the recertification effective date should also be maintained if a stepped or tiered rent
household switches from one program to another. For example, if a PHA property undergoes a
Rental Assistance Demonstration conversion—in which the households will transition from
public housing to the HCV program via a project-based voucher—the PHA’s software may
typically be programmed to complete a new admission certification for each household in the
property. This situation could be problematic for stepped rent households, because it would
result in a step reset, ultimately zeroing out any income gains that the household established. The
situation could also be problematic for tiered rent households if the transition occurs before the
end of the triennial recertification, because it would not give the household the full 3-year period
to increase its income without its TTP increasing. The STRD PHAs are currently working with
their software vendors to find solutions to maintaining the stepped and tiered rent recertification
or step schedules in their software systems.

Updating Payment Standards and Utility Allowances in the HCV Program

Payment standards and utility allowances are updated regularly in the HCV program to ensure
that subsidy amounts track market conditions.>> Under the standard rent policy for the HCV
program, PHAs typically apply the updated payment standards and utility allowances to an HCV
household’s subsidy at least once a year at the time of the household’s annual recertification.

% An option to consider for PHAs implementing the stepped or tiered rent policies outside the context of a
demonstration is to stagger the transition so that one-third of the households on a triennial schedule have a
recertification each year. This approach was not considered in STRD because of the need to limit the enrollment
period to 1 year, and this staggered approach would have extended the enrollment period out to 3 years.

55 A payment standard is the maximum monthly assistance payment for a family in the HCV program (before
deducting the TTP by the family). Utility allowances are the amount that a PHA contributes toward a household’s
utility costs.
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This process allows an updated payment standard to be used to calculate a household’s “family
share” of the overall rent if a landlord increases the contract rent.>¢

Because the stepped and tiered rent policies have triennial recertifications, only applying updated
payment standards and utility allowances to a household’s subsidy every 3 years could leave the
burden of paying any differences between the payment standard and the gross rent on the
household. That situation would apply if the landlord increases the contract rent and the
household’s gross rent is already at or above the payment standard. For this reason, both the
stepped and tiered rent policies require that updated payment standards and utility allowances be
used when applying contract rent increases.

PHAs considered different options regarding when to apply updated payment standards and
utility allowances to a household’s subsidy beyond the agreed-on policy specification of doing so
at the time of any contract rent increases. One PHA had already received HUD permission to
apply updated payment standards and utility allowances with every interim certification (in
addition to every annual recertification) under its standard rent policy—including, but not limited
to, contract rent increases. That PHA chose to maintain that practice with the tiered rent policy.>’
Other PHAS are still considering this option, although it would require requesting another HUD
waiver to implement the change. Some stepped rent PHAs considered automatically applying
updated payment standards and utility allowances annually at the time of the step increase,
regardless of whether the landlord requested a contract rent increase, so that all households
benefit from increased payment standards and utility costs as much as households under the
standard rent policy do. These deliberations are still ongoing.

Stepped and Tiered Rent Operational Tools and Materials

Implementing alternative rent rules requires new operating tools and resources. The study team
worked closely to support the PHAs in creating and developing the necessary tools and
materials. PHAs also worked with each other to share tools they developed for implementing the
new rent policies.

The MDRC study team documented the policy and design considerations in training manuals
customized for each PHA, detailing each PHA’s specific policy. PHAs were responsible for
documenting operational procedures and protocols necessary for implementing these policies and
policy-related considerations in their administrative plans and Admissions and Continued
Occupancy Policy materials (ACOP). PHAs also had to modify materials such as recertification
packets, lease agreements, and rent notification letters to align with stepped and tiered rent
polices.

One PHA made a tool that helped calculate the retrospective income period based on a
household’s recertification effective date. Other PHAs made retrospective income worksheets,

36 The contract rent is the full rental cost charged by the landlord, which may or may not include utilities. PHASs
typically allow landlords to request contract rent increases annually. A household’s family share is equal to its TTP
plus any amount that the gross rent (contract rent plus utilities) exceeds the payment standard.

57 Although the stepped and tiered rent policies do not use standard interim certifications to adjust TTP between
triennial recertifications in the tiered rent policy or after the initial certification in the stepped rent policy due to
income changes, other changes such as contract rent increases and reporting household composition changes are
processed as interim certifications in the software. Starting and ending hardship exemptions under the stepped and
tiered rent policies are also technically processed as interim certifications within the software systems.
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which were helpful in making sure the staff collected and verified all the necessary income
information to calculate TTP under the stepped and tiered rent rules.

To account for the rent calculation changes under the alternative policies, PHAs also needed to
adjust quality control procedures and protocols. A HUD technical assistance provider, ICF,
created a tool to check stepped or tiered rent retrospective income calculations, TTP calculations,
and hardship calculations. The study team and the HUD technical assistance provider also
worked with PHASs to conduct the initial quality control checks.

Educating Households on the Stepped and Tiered Rent Policies

Perhaps most importantly, PHAs needed to inform households about stepped or tiered rent rules.
The study team relied on its previous experience with the Rent Reform Demonstration in
working with PHAs to design a process that would best orient households to the new policies and
developed strategies to gauge household understanding and reeducate households on an ongoing
basis.

The study team advised PHAs to immediately provide households transitioning to an alternative
policy with an orientation session on the rent rules, and worked with HUD and ICF to design and
create several documents and templates intended to facilitate that process. These materials
included a short and easily digestible policy overview video and a more detailed slide
presentation with talking points. The study team also suggested that the overview video be used
to educate the PHA community at large.

Each PHA decided how and when to provide the alternative rent rules orientation to households.
Most PHAs provide an orientation immediately following study enrollment. Whereas most PHAs
do so in person using a prerecorded slide presentation, at least one PHA does so remotely, and
three PHAs have staff members present the slides instead of using a recorded version. At least
one PHA is scheduling some households for an in-person group orientation at a later time, and
three PHAs are providing (usually via e-mail) households with a link to a recorded slide
presentation to view on their own time. PHAs implementing the self-directed option via a link to
a recorded presentation had found that view rates were fairly low, and had to implement
reminders and incentives. For example, one PHA is putting households that view the recorded
presentation into a raffle for a $25 gift card. However, it is unclear at this time if those strategies
significantly improved viewing rates.

The study team also worked with HUD and ICF to design and create policy overview fact sheets,
policy frequently asked question documents, hardship policy fact sheets, and hardship request
forms. Fact sheets and frequently asked questions are disseminated to households when they are
first assigned to stepped or tiered rent policies, and other forms are available as needed on an
ongoing basis.
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Chapter 5. Evaluation Approach and Study Sites

This report’s previous chapters described some of the longstanding concerns about the U.S.
Department of Housing and Urban Development’s (HUD) standard rent policy and the features
built into the stepped rent and tiered rent policies to address some of those criticisms. The
alternative policies aim to simplify the rent subsidy system to reduce administrative burden and
costs and to incentivize families to earn more. At the same time, these policies are designed to
protect families from excessive rent burden if they are unable to work or if they suffer a loss in
income. The new policies are also expected to be roughly budget-neutral for public housing
agencies (PHASs) over time, relative to the standard policy. Although the two alternative policies
share policy goals, the mechanisms through which these policy goals would be accomplished
differ by rent type. This chapter describes the evaluation strategy to assess how well the new
policies achieve their objectives. The chapter also provides an initial snapshot of the 10 housing
agencies involved in the demonstration and the types of families they serve.>®

The Stepped and Tiered Rent Demonstration (STRD) includes a comprehensive learning agenda,
including a careful assessment of implementation, impacts, and cost effectiveness of the new
policies. The impact analysis relies on a two-group randomized controlled trial, a rigorous
method for estimating the effect of an intervention. The power of this type of research design
comes from the fact that, with an adequate sample size, random assignment ensures that the new
rent policy group and the control group will be similar in their distributions of observed and
unobserved characteristics when the study begins. Thus, differences in outcomes between
households under the new and existing policy groups can be attributed with confidence to the
policy change.

At the time of this writing, as chapter 4 described, the 10 STRD housing agencies have begun
enrolling households in the demonstration and the evaluation. MDRC also worked closely with
all PHAs and their software developers to identify the system modifications needed to support
policy implementation and the evaluation data needs, described in the following sections of this
chapter.

This chapter first describes the comprehensive evaluation approach planned for this
demonstration, including the various perspectives that will be examined and the data sources that
will be used.** This discussion will highlight the evaluation activities planned for the first phase,
which is currently funded, and those projected for later phases. It next describes the eligibility
criteria the 10 housing agencies used for this demonstration, both for the programs they
administer and for the families to enroll. It closes by describing the housing agencies in the
evaluation, their local contexts, and the characteristics of families in public housing and the
Housing Choice Voucher (HCV) program.

The STRD Learning Agenda

The evaluation has three core components, each focused on questions central to the
demonstration’s learning agenda: understanding new rent policy implementation experiences, the
impacts of the two rent policies on a range of economic mobility and well-being outcomes, and

38 Future reports will describe the characteristics of the families in the demonstration and who agreed to participate
in the evaluation.
59 See Castells et al. (2021) for a full description of the evaluation approach.
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the cost-effectiveness of these alternative rent strategies. Exhibit 25 shows how the evaluation
will contribute to this larger agenda over the long term, with much of the first phase focused on
capturing early implementation learnings.

Exhibit 25. Topics and Study Components by Study Phase
First Phase Later Phases
(2018-25) (2025 and beyond)

Study Component / Topic

Implementation Analysis
Implementation fidelity

Staff members’ views on implementation
and the administrative burden

Use of hardship remedies

Participants’ understanding of and
experiences under the new rent rules,
from the perspective of staff members

Public housing agency rationale for and X X
goals of pursuing Moving to Work status
and selecting and designing alternative
rent policies; perceptions of progress
against goals

Impact Analysis

Employment, earnings

Housing subsidy levels, continued receipt
Material well-being and hardships
Household composition

Frequency of recertifications and actions
(regular recertifications, interims)

Receipt of government benefits

Housing instability (homelessness,
evictions)

Cost Analysis
Per-household administrative expenditure ‘ ‘ X

X |IX |IX |IX X

Implementation Analysis

The Implementation Analysis component will document how the new rent policy is
operationalized and implemented by each housing agency. This component will include to what
extent the new rent policies are implemented with fidelity to how the policy was designed; how it
is described to and understood by tenants; how it compares with the existing rent policy in terms
of ease of administration, transparency, burden on staff members and on tenants; and whether it
results in fewer rent calculation errors. As part of this first phase of the demonstration, the
evaluation will document:

¢ Implementation Fidelity. As a starting point, a fundamental question for this
demonstration is whether the rent policies are implemented with fidelity to the policy
vision agreed on between HUD, MDRC, and the PHAs. MDRC’s monitoring efforts and
implementation research efforts will provide important insights into this topic. HUD and
PHA data will also be analyzed to verify that the new rent policies are implemented as
intended.
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e Implementation Experiences. Operating experiences across the housing agencies may
vary given the differences in their administrative systems, the rent policy selected,
organizational capacities, and local housing market contexts. The evaluation will
compare the operational and implementation experiences of the housing agencies across
locations and over time, and it will describe the methods staff members at each PHA use
to operationalize core features of the rent policies and their perspectives on how the
implementation is unfolding.

e New Rent Policy Knowledge and Awareness. The demonstration introduces a whole
new set of rent rules for staff members and households. What strategies are put in place
to help tenants understand that, under the new rent rules, they can keep more of their
increased earnings (if they increase their earnings) and the hardship protections in place?
The first phase will focus on seeking staff members’ views on the fairness of the new rent
policy, how easy or difficult the new rules are to administer, whether the simplified rent
structure reduces errors in calculating subsidy amounts and tenant rent shares, and staff
members’ perspectives on aspects of the policy that families understand and what they
find challenging.®°

e PHASs’ Current or Standard Rent Policies. The current rent policy at each participating
PHA will serve as the counterfactual condition or control context against which the new
rent policy will be assessed. The evaluation’s process research will document agencies’
existing rent rules, including any changes in those rules that may affect the rent policy for
the existing rent rules group, especially in light of HUD’s finalized rules to implement
the Housing Opportunity Through Modernization Act of 2016. That information will
reveal the larger policy context at each PHA where the new rent policy is tested.

As exhibit 25 shows, the longer-term evaluation would continue to document operational and
implementation experiences after the first phase, testing how implementation experiences change
over time.

Impact Analysis

Both the stepped and tiered rent structures aim to increase residents’ economic self-sufficiency:
the tiered rent structure with a triennial recertification, and the stepped rent structure by
decoupling tenant rent changes from tenant income. Both rent policies also aim to increase
administrative efficiency through fewer certifications and streamlined rent calculations. HUD
intends the new policies to be approximately budget-neutral. Despite this intention, the policies
may cause an increase or decrease in PHAs’ subsidy per household, and these effects may differ
for the stepped and tiered rents. Exhibit 26 lists the key questions for the impact analysis, and
exhibit 27 describes the policies” hypothesized effects for key outcomes. !

% The MDRC-led STRD evaluation does not include indepth interviews with participants, which could yield
important insights into tenants’ perspectives on the alternative rent policies. As a separate effort, HUD has
commissioned a qualitative study to document families’ experiences in 2 of the 10 STRD sites. The focus on
participants’ perspectives in the next phases of the demonstration, through surveys or indepth interviews, is still
unspecified at this time.

81 See the study’s Research Design, Data Collection, and Analysis Plan for a more comprehensive discussion of
study outcomes and hypotheses (Castells et al., 2021).
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Exhibit 26. Key Study Questions

1. Does the alternative rent policy increase household earnings?

2. In what ways, and to what extent, does the alternative rent policy reduce administrative
burden?

3. Does the alternative rent policy affect households’ housing subsidies?

4. Does the alternative rent policy affect households’ material hardship?
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Exhibit 27. Hypothesized Effects for Key Outcomes

Outcomes

Tiered Rent Policy

Stepped Rent Policy

Employment
and earnings

The 3-year recertification period creates a strong financial incentive for tenants to
increase their earnings, especially during the first 2 years of the 3-year period.
Furthermore, the policy may encourage earnings increases within the tier. For
households near the top of a tier, this policy may discourage earnings increases to
bump households into the next tier, which would increase the total tenant payment
(TTP).

The expectation of regularly rising rent shares
can create a strong incentive to increase their
earnings. Because the rent share increases
each year are fixed, larger income increases
would result in more cumulative net income
and would not influence the households’ TTP.

Housing and
other material
hardship

Renewable hardship exemptions should minimize the likelihood that the new rules group
experiences hardship at a higher rate. Some households may still experience increased
rent burden under the tiered rent policy due to being at the bottom of the tier, the
elimination of income deductions, or if the household does not request hardship
exemptions when they are needed. This increased rent burden could possibly lead to an
increase in the experience of material hardship. If this policy leads to sustained
increases in families’ incomes, their experience of material hardship may be lower for
the new rules group than the existing rules group. Even without impacts on income, if
households’ incomes are generally rising, they would keep more of their increased
income (relative to the control group), also possibly leading to reduced material
hardship.

The stepped rent policy effectively removes
the built-in safeguard of the traditional
percent-of-income rent policy, in which a
household’s rent share is reduced if their
income drops. The hardship policy described
previously aims to protect those households
while minimizing the extent to which hardship
exemptions may dilute the work incentive
inherent in stepped rent structures.

Public housing
agency (PHA)
administrative

efficiency and

costs

Tiered rent and triennial recertifications could reduce the burden on staff and the costs
of administering the public housing and Housing Choice Voucher programs by reducing
the staff time and effort required for meeting with tenants, calculating TTPs, and
operating other aspects of the rent policy. A simplified system could also reduce error
rates.

After the first step in the rent schedule is
determined for a household, PHAs no longer
have to calculate the household’s rent
contributions. This policy also should reduce
staff time and effort for meeting with tenants,
calculating TTP, and operating elements of
the rent policy.

Households’
housing
subsidies

If the policy has a large positive impact on earnings by the time of the triennial
recertification, it may increase families’ likelihood of exiting the voucher program at that
time or reducing the amount of subsidy it receives subsequently (relative to the control
group), thus reducing the long-term cumulative housing subsidy payments made to that
group versus the control group. However, small or no impacts on earnings may lead to
higher cumulative subsidy receipt than the control group receives by delaying families’
exits from the subsidy system that would normally be driven by annual income reviews
and recertifications. The reduction in average housing subsidies, if it occurs, would likely
begin in year 4, after the triennial recertification.

This policy should decrease households’
average housing subsidies over time,
regardless of its effects on tenants’
employment and earnings. These reductions
could be at least partially offset if many
households cannot keep up with rising rent
shares and are granted hardship exemptions.
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Effects of the stepped and tiered rent policies will be estimated using approaches analogous to
the methodology that MDRC and other social science researchers have used in social
experiments during the past few decades to generate credible results. The analysis will compare
average outcomes for the new rent policy group and the control group, and it will rely on
regression adjustments to increase the precision of the statistical estimates that are performed.
During this early phase of the evaluation, the study team will conduct analyses to assess fidelity
to the experimental design, testing for equivalency across the two study groups (the households
assigned to the new rent policy and the households assigned to the standard rent policy) of their
baseline characteristics.

The impact analysis, which will be conducted in the next phase of the demonstration (exhibit
27), will pool the housing agencies that are implementing the stepped rent policy into one policy
cluster and the housing agencies implementing the tiered rent policy into another policy cluster,
and estimate the effects of the alternative rent model on the five sites combined in each cluster.
Houston, as described in previous sections, will be grouped with the housing agencies
implementing the tiered rent policy for the main impact analysis. Although Houston is
implementing a slightly modified version of HUD’s tiered rent policy, it is unlikely that a
differential effect for Houston could be clearly attributed to these differences in specifications
rather than other site-level factors.®> The pooled impact estimates will provide summary
assessments of the overall effects of operating the stepped or tiered rent policy under a variety of
conditions, as would be the case if these policies were expanded on a national scale. The larger
sample size for the pooled analysis also increases the precision of the impact estimates, which is
especially important for estimating the policy’s effects on subgroups.

For each rent policy, the evaluation will examine whether the new rent policy has differential
effects for particular subgroups of households. This includes both confirmatory and exploratory
subgroups. Confirmatory subgroups are ones for which differences in impacts across subgroup
categories are predicted based on prior theory or evidence or because a given subgroup is of
great policy interest. The two confirmatory subgroups that will be examined for both rent
policies include tenants’ work status at enrollment and whether they face significant barriers to
work (defined by a combination of education level and work history). A third subgroup, tailored
to each rent policy, will be examined: whether the household is near the bottom or near the top of
its income tier and whether the household has a very high or very low initial stepped rent.

Additional exploratory subgroups may include, but are not limited to, whether the household
head is a single parent with no other adult in the household and is also not employed; the age of
youngest child; whether the household receives Supplemental Nutrition Assistance Program
(SNAP) benefits; whether the household receives Temporary Assistance to Needy Families
(TANF) benefits; the length of time receiving housing subsidies; education level; and whether
the household is in the HCV program or living in public housing. If PHAs enroll a sufficient
sample of new admissions into the demonstration, an additional exploratory subgroup analysis

2 However, an exploratory analysis will be conducted to examine whether the effects in Houston are statistically
significantly different from the effects in the other four tiered rent sites. If the effects do differ, the research team
will explore some possible factors that may be contributing to the disparities, drawing on the team’s understanding
of how the models differ and, possibly, differences in patterns of implementation and other quantitative patterns.
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would assess whether the effects of the alternative rent policies differ between new admissions
and households that were already participating in the subsidy program.%3

All subgroups will be defined using the characteristics of sample members at the time of random
assignment, drawing on the administrative records made available by the housing agencies.®*
Because these characteristics are not affected by whether a household was randomly assigned to
the new rules group or the control group, any differences that emerge between new rules and
control group households in a subgroup can reliably be attributed to the alternative rent policy.

Cost Analysis

The cost analysis will test the core assumptions underlying rent reform. Both the stepped and
tiered rent policies have the potential to reduce the burden and costs of administering the HCV
and public housing programs, reducing the frequency of regular recertifications from annually to
triennially, and streamlining total tenant payment (TTP) calculation.® Furthermore, if the new
policies increase families’ earnings substantially, and thereby encourage households to exit
subsidized housing, then PHAs may serve more households over time. The administration of the
hardship policies may at least partially offset those reduced costs. The evaluation will assess
whether either of the alternative rent policies is less expensive to administer than the standard
rent policy. The evaluation will also attempt to identify which aspects of the policy may be
driving or offsetting any savings.

Data Sources

The STRD evaluation will draw on a wide range of quantitative and qualitative data sources,
including surveys, administrative records, onsite observations, staff member interviews, and

PHA financial data. For some of these sources, data collection will begin after the first phase.
Briefly, the specific data sources include:

e A Baseline Survey. A voluntary survey completed by study participants at study
enrollment provides information on a range of demographics and other characteristics,
including family composition, income, employment status, perceived barriers to
employment, and education level. PHA staff members collect this information at the time
of study enrollment. The survey captures data generally not available in agency records
and provides a snapshot of the households at enrollment.®” At the time of this writing, the
response rate for the baseline survey so far is 98 percent.

83 Castells et al. (2021) detail the justification for the confirmatory and exploratory subgroups.

% Study enrollees are also completing a baseline survey at the time of study enrollment, and once study enrollment
is completed, the study team will assess the survey completion rates and determine whether these data are suitable
for defining additional exploratory subgroups.

% The evaluation conducted as part of the Rent Reform Demonstration found that one requirement that pushes in a
direction opposite to simplification was collecting and verifying retrospective income in setting and revising TTPs.
With that finding in mind, HUD allowed STRD PHAs to streamline income verification procedures.

% Exhibit 16 of the Research Design, Data Collection, and Analysis Plan offers additional details on the use of these
data sources to explore various hypotheses.

7 For a small number of families not able to complete the survey at the time of enrollment, Decision Information
Resources, Inc., a survey firm subcontracted by MDRC, followed up with the families and invited them to complete
the survey. Because of high response rates to the baseline survey, this followup strategy was discontinued in July
2023 (that is, early in the enrollment phase).
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PHA Administrative Records. Each household completes or updates a HUD-50058
form as part of its initial or recertification interview.®® These data will be used to describe
study participants’ incomes and income sources, TTP amounts, subsidy levels, and
monthly rent payments to landlords. The data will provide similar information during the
followup period. MDRC is also collecting additional data from each PHA’s internal
reporting system that are not available in the 50058 data files, such as both current and
retrospective income amounts, more detailed certification reasons, and information on
hardship exemption requests.

Wage Records. Employment and earnings data, crucial for measuring key outcomes for
this demonstration, will be obtained from the National Directory of New Hires (NDNH),
a national database of wage and employment information. Quarterly earnings data will be
used to construct annual and cumulative earnings and employment measures, analyses
that will be part of activities in later phases.

HUD Data. The study team analyzed data from HUD’s Inventory Management System/
Public and Indian Housing Information Center to model the possible effects of the two
rent policies.

Followup Surveys. If funded in later phases, these surveys will permit data collection on
outcomes of interest that are not available in the administrative data sources. Likely
survey modules could include educational attainment, job history, work search, barriers
to employment, household composition, childcare, income, food security, material
hardship, health status, housing, moving, and rent policy experiences.

Public Benefits Data. In addition to housing and wage records, the evaluation
undertaken in later phases of the demonstration will draw on other public benefits data,
such as TANF cash assistance and SNAP to measure study participants’ receipt and
average benefit amounts. Data on homelessness will be collected from the Homeless
Management Information System (HMIS).

Implementation Data. The MDRC team will interview PHA leadership and managers
and housing specialists recertifying households under the new rent rules. The first phase
includes two rounds of structured interviews with PHA staff members, which will be
used to document their experiences planning for and implementing the new rent policy
and how, from their perspective, families understand and respond to the new rent
policy.®

PHA Financial Data. Data obtained from each PHA’s financial statements and other
administrative records, including HUD’s national database mentioned previously, its
Financial Assessment System, and PHAs’ own databases, will be used to assess whether

% There are three types of HUD-50058 forms: (1) the regular HUD-50058 form used in non-MTW agencies, (2) the
MTW 50058 form used in the initial 39 MTW agencies, and (3) the new MTW Expansion 50058 that MTW
agencies under the HUD MTW expansion will use. At the time of this writing, the 10 agencies participating in the
demonstration are continuing to use the regular HUD-50058 form for households under the standard rent rules, and
they are using the MTW Expansion 50058 for households under the stepped and tiered rent policies. All study
households in both groups will eventually transition to the MTW Expansion 50058 form.

8 As a separate effort, HUD has funded a study of participant experiences, focusing on two PHAs (Akron and Kern
Counties), looking to learn directly from families how they understand and respond to the new rent rules.
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the new rent policy is more cost-efficient to administer than the existing rent policy. The
data will also be used in an attempt to identify which aspects of the new rent policy may
be leading to or offsetting any cost savings.

Using these data, the evaluation is designed to produce a careful assessment of the
implementation, impacts, and cost of the new rent models. As part of the first phase of the
evaluation, MDRC is establishing data sharing agreements with various agencies to request
administrative data (PHAs, Public and Indian Housing Information Center, TANF, SNAP, and
HMIS) needed for the full evaluation. MDRC is also working with HUD and the Office of Child
Support Enforcement to gain access to NDNH and to agree on the parameters of NDNH data
collection.

Program and Sample Eligibility

HUD selected 10 housing agencies for this demonstration, and all eligible households in these
agencies are required to participate in the demonstration. In the 10 housing agencies, the
demonstration applies to two programs: HCV, including Project-Based Vouchers, and Public
Housing. Based on estimates provided by the agencies during the demonstration launch
preparation phase, approximately 17,000 households will be eligible for the demonstration. The
demonstration will include households that are already in the subsidy programs and households
that enter these programs during the study enrollment period. Although enrollment in the
demonstration is mandatory, households are invited to volunteer for the study. As described in
the next chapter, not all households that enroll in the demonstration and are assigned to the new
policy agree to participate in the evaluation activities, which means a smaller number than
projected will likely enroll in the study by the time study enrollment ends in mid-2024. All
enrollees, whether they agree to participate in the evaluation or not, are subject to the rent policy
they are assigned to.

Household eligibility requirements further narrow the pool of public housing residents and
voucher recipients for the demonstration. Because it was important to test whether the new rent
policy would improve tenants’ employment and earnings, families had to meet the following
criteria to be eligible for STRD. These criteria apply to new households that enter the subsidy
programs during the enrollment period and to current recipients.

e The head of household, spouse, and co-head had to be younger than 56 years of age at the
time of study enrollment—that is, the family could not be classified as an elderly
household and could not become elderly (age 62, according to HUD’s definition) during
the course of the study.

e The head of household, spouse, and co-head could not be defined as disabled—that is, the
family is not classified by HUD as a disabled household.

The study also excluded several other types of participants. For example, families who were
already participating in HUD’s standard Family Self-Sufficiency and homeownership programs
were also excluded because the new rent rules would change some of the terms that those
families had agreed to when they enrolled in those programs.” Other programs, such as special

70 Additional exclusions include families receiving $0 HAP in HCV or paying a flat rent in public housing, as well
as families with mixed eligibility, pending port-out, and administered port-in.
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purpose vouchers, and developments implementing HUD’s Jobs Plus program, are excluded.”!
These programs are governed by policies that do not apply to the vast majority of public housing
residents or regular voucher households, making their programs incompatible with STRD’s rent
policies.

The procedures for enrolling households into the study were incorporated into the regular
recertification processes used by each of the housing agencies, with some adaptations. PHAs’
software vendors built a pre-eligibility filter into the subsidy software systems to filter
households coming up for their annual recertification using basic eligibility criteria (including
head of household age and household disability status). Households identified as potentially
eligible for the demonstration were then invited for an enrollment meeting with the PHA staff
person (sometimes the same housing specialist or property manager who processes their
recertifications, and sometimes a different designated staff person). At the enrollment meeting,
which sometimes was in person and sometimes remote (depending on PHA protocol), the PHA
staff person explained to the head of household what it meant to participate in the study (for
example, which data would be collected for them) and asked if the head of household consented
to participate in the study. At the time of this writing, about halfway through the enrollment
period, some 74 percent of those enrolled have agreed to volunteer for the study.”

If the head of household agreed to participate, the PHA staff person administered a short baseline
questionnaire that asked about household characteristics such as household composition, work
history, material hardship, and other descriptive information. After the head of household
completed the questionnaire, the PHA staff person conducted random assignment using MDRC’s
online random assignment system. The PHA staff person then informed the head of household if
its household was randomly assigned to the stepped/tiered rent policy group or the standard rent
rules group. Households that did not agree to participate in the study data collection skipped over
the baseline questionnaire and went straight to random assignment. If a household was randomly
assigned to the stepped or tiered rent rules group, the PHA staff person then conducted an
orientation to the new policy with the head of household, as the previous chapter describes.
Households randomly assigned to the standard rent rules group proceeded to their regular annual
recertification process, and households randomly assigned to the stepped or tiered rent group
then completed the recertification process using the new rent rules.

PHA and Household Characteristics

This section provides a basic overview of the 10 participating PHAs and the households they
serve by drawing on HUD’s Picture of Subsidized Households (2022a) and data from the U.S.
Bureau of Labor Statistics (n.d.). Future reports will use data from the voluntary baseline survey
administered during study enrollment and additional data from HUD’s Inventory Management
System (IMS)/Public and Indian Housing Information Center (PIC) system to give a more
detailed overview of the characteristics of families participating in the study. At the time of this
writing, however, households are still being enrolled, and baseline information is not yet
available for the full study sample.

"I The special purpose vouchers include Veterans Affairs Supportive Housing (VASH), Moderate Rehabilitation
vouchers, and Enhanced Vouchers, for example.
2 Also discussed in chapter 6.
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Site Composition

The 10 housing agencies selected to participate in the demonstration represent different

geographic and economic contexts, serve distinct demographic groups, and differ in terms of the

types of subsidy programs administered and the number of households served.

Each of the agencies selected for the demonstration administers specific types of housing subsidy

programs, including Public Housing and HCV programs. Among the 10, Everett and Asheville
are the only two that do not administer public housing programs, instead serving families only
through HCV programs. These agencies had their public housing developments converted to
Project-Based Voucher developments through the Rental Assistance Demonstration. All 10
agencies serve more families in the HCV program than in the Public Housing program.

The housing agencies also differ in terms of the number of households served. Houston operates
the largest program, covering 20,814 public housing and HCV units combined. Portsmouth is the

smallest of the 10, with 3,284 total provided units. Exhibit 28 shows the total number of public
housing and HCV units each agency administers.”?

Exhibit 28. Stepped and Tiered Rent Demonstration Public Housing Agency Characteristics

Total Asian
Public Housing HF::JZIiI:g Public | .o, | Black | White | , O | Hispanic | Other
Agency and HCV Housing (%) (%) Islander (%) (%)
Units (%)
Tiered Rent
Akron 9,597 4,307 5,290 63 34 1 2 0
Charleston 4,306 1,135 3,171 31 67 0 1 1
Everett 3,327 N/A 3,327 11 69 12 6 2
Houston 20,814 2,245 | 18,569 86 4 2 7 1
Washington County 3,438 244 3,194 13 65 5 16 1
Stepped Rent
Asheville 3,379 N/A 3,379 48 45 1 4 2
Fort Wayne 4,037 656 3,381 75 19 1 4 1
Kern County 4,840 860 3,980 40 22 1 36 1
Portsmouth 3,284 563 2,721 97 2 0 1 0
Salt Lake County 3,517 231 3,286 11 66 6 16 1

HCV = housing choice voucher. N/A = not applicable.

Source: HUD (2022a)

The demographic characteristics of the public housing residents and voucher recipient

households also vary across sites. African-American and White families represent most tenants
served by the 10 agencies. Akron, Fort Wayne, Houston, and Portsmouth serve primarily
African-American populations, whereas Everett and Salt Lake and Washington Counties serve
primarily White populations. However, other racial and ethnic groups still constitute an
important percentage of assisted households (see exhibit 28 for a breakdown of site

73 PHAs with 1,000 or more eligible nonelderly, nondisabled households were encouraged to apply for the Stepped

and Tiered Rent Demonstration. Also, PHAs that were interested in proposing an alternative to the STRD rent
policies were required to be large enough to ensure an adequate sample size would be feasible for examining the

effects of that policy.

52




demographics across housing agencies). For example, the Asian population is largest in Everett,
representing 12 percent of total households, and the Hispanic population is largest in Kern

County, Salt Lake County, and Washington County, representing 36 percent, 16 percent, and 16
percent respectively.’*

Local Economic Context

Housing subsidies provided by agencies are calculated in relation to the Fair Market Rate for
units in a respective geographic area. There is significant variation in median rents, with Everett
having the highest Fair Market Rent for a 2-bedroom unit at $2,455, and Fort Wayne with the

lowest at $822.

There is high demand for assistance among the 10 housing agencies. Depending on location,
families may remain on waiting lists for public housing or HCVs for an extended period of time.
The average number of months that households spend on the waiting list might be an indicator of
housing market tightness and household retention in the subsidy programs. A longer wait time
might reflect a tighter housing market, although it may also reflect a mismatch between the need
for housing subsidies and the resources available for subsidized housing in that area. Across all
PHAs, the average wait time is several years, with public housing in Kern County having the
highest at about 5 years and the HCV program in Charleston having the shortest wait of 6
months. Interestingly, even though Everett has the highest Fair Market Rent, they have one of the
shortest waiting list times, which could indicate high turnover or low demand for subsidized
housing in the area. Exhibit 29 shows waiting times by agency.

Exhibit 29. Public Housing Agencies’ Local Economic Context

Fair
Market Average | Average County
. . Months Months Households | Households | Unemploy-
Public Housing Rent for in P in P R
Agency Two- on on in Poverty in Poverty ment Rate
Waiting Waiting (%): PH (%): HCV (%)
Bedroom .. . ..
. List: PH | List: HCV
Unit ($)

Tiered Rent
Akron 890 41 45 28 27 3.7
Charleston 833 10 6 28 19 3.3
Everett 2,455 N/A 15 N/A 13 3
Houston 1,307 56 36 30 11 3.8
Washington County 1,839 43 27 11 8 3.7
Stepped Rent
Asheville 1,466 N/A 7 N/A 20 2.6
Fort Wayne 822 12 16 19 24 2.3
Kern County 1,013 62 54 9 14 41
Portsmouth 1,193 53 48 31 26 3
Salt Lake County 1,327 32 63 9 12 2.1

HCV = housing choice voucher. N/A = not applicable. PH = public housing.

4 Appendix C presents additional information on the characteristics of nonelderly, nondisabled households in HCV
and public housing in these 10 participating PHAs. These tables are based on MDRC calculations using HUD’s
IMS/PIC 2019 data (HUD, 2019b).
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Sources: BLS (n.d.); HUD (2022a; 2022b)

Finally, variation in economic context and opportunity can affect how households respond to the
intended financial incentives built into the stepped and tiered rent policies. Across all 10 PHAs,
local poverty rates range from 9 to 31 percent, and county unemployment rates range between
2.1 and 4.1 percent. Residents living in areas with higher unemployment rates might be better
able to take advantage of the new rent policies’ potential financial incentives if they have access
to more job opportunities. However, the types of skills in demand, and whether there is a skills
mismatch, also influences to what extent residents can take advantage of the potential earnings
incentives in the new rent policies. Overall, the populations served and services provided by the
10 agencies selected for the study make up a diverse sample from which to evaluate the
efficiency of STRD.
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Chapter 6. Looking Forward

The Stepped and Tiered Rent Demonstration (STRD) launched in the 10 participating public
housing agencies (PHAs) between January 2023 and May 2023. The PHAs achieved this
important milestone after about 18 to 22 months of work finalizing the details of the policies and
preparing to implement those policies. PHAs modified their software systems and trained staff
members to deliver services under the stepped rent and tiered rent rules while also maintaining
operations under the standard rent rules. Families assigned to the stepped or tiered rent rules
began paying total tenant payments (TTPs) based on those policies.

The MDRC study team worked closely with the PHAs to establish the required study enrollment
procedures and to prepare them to embed new activities, including enrolling participants into the
study and requesting their consent to participate. The MDRC study team also worked with PHAs
to develop a process for orienting households assigned to the stepped or tiered rent policy.

The study team conducted ongoing in-person and remote observations at each of the 10 PHAs,
starting with the first days of household study enrollment and stepped and tiered rent
orientations. Through these limited observations and some informal reporting from PHA staff
members, the MDRC study team gained insights into how PHA staff and households felt about
the study and the stepped and tiered rent policies.

These early observations revealed mixed household reactions to the alternative rent rules. Some
households seemed concerned about any changes to their rents, although it was not always clear
to PHA staff and researchers that these households understood the alternative rent rules.
However, others appeared to understand the policy and how they might benefit from or take
advantage of it. For example, some households were excited about not having to report income
increase changes for 3 years. Similarly, some PHA staff members seemed to like the alternative
rent polices and expected that the polices could benefit many households.

These initial observations also revealed that some households were confused about having a
choice as to whether they wanted to participate in the study and agree to the study data collection
but not having a choice about being entered into the random assignment lottery and potentially
assigned to the stepped or tiered rent policy. A few households expressed discontent about
having an alternative policy imposed, but others wished they could choose the stepped or tiered
rent rules.

Educating households on the stepped or tiered rent policy, how to take advantage of it, and how
they are protected from financial hardships is critical to meeting the goals of the policies and will
be a focus throughout the demonstration. PHA staff members expect to have a better
understanding of household reactions to and understanding of the policies once more households
receive their initial stepped or tiered rent TTP amount and contact the PHA with questions or
comments.

This report is written at a time when sample enrollment is well under way. Five PHAs launched
in January 2023 and are more than halfway through the study enrollment period for recertifying
households. Two PHAs launched in March 2023, and three launched in May 2023. As of
September 2023, the overall average share of households that have consented to participate in the
study is 74 percent, ranging from 66 to 89 percent across PHAs. Common reasons reported by
PHA staff members for households not wanting to participate in the study include concerns about
data breaches and personal information being leaked, or concerns about the time commitment to
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be a part of the study. Study consent rates as low as 66 percent are problematic for the
demonstration. The implications of low study consent rates include the potential for decreased
external validity and less statistical power to demonstrate impacts. For example, low study
consent rates could lead to systematic differences between consenters and nonconsenters. Low
study consent rates could also lead to questions about whether the consented sample is a relevant
one.

PHA staff members continue to become more comfortable in explaining study participation to
households over time. However, due to the importance of study consent rates, and because some
PHAs have had challenges with low consent rates, the MDRC study team continues to support
PHA staff with study enrollment challenges. This support includes observations of study
enrollment appointments to answer questions and offer feedback and regular check-ins with PHA
staff members that have included discussions about developing strategies to help boost consent
rates.

As a result of these efforts, the MDRC study team updated and revised the study enrollment
procedures and training materials to better serve and support PHA staff members. For example,
the MDRC study team adjusted the talking points staff members read to households to better
help them inform households about the study and what it means to participate in the study. Other
revisions clarified some misconceptions that some households and PHA staff members have had
about the study. In addition, the MDRC study team has made updates to the MDRC-created
website that PHA staff members use to conduct study enrollment to help better guide staff
members through the study enrollment process. The study team developed and disseminated
additional training materials, including video tutorials of the study enrollment website.

The MDRC study team will continue to provide technical assistance and support to PHAs
regarding study enrollment, the alternative rent policies, and how best to implement those
polices. Forthcoming activities will include helping with creating materials to educate and
remind households about the alternative rent rules, with quality control efforts, and with
maintaining the integrity of the study. Additionally, the MDRC study team will continue to work
with PHAs, software vendors, and HUD to address the Public and Indian Housing Information
Center and software obstacles that PHA staff members raise as they process recertifications
under the stepped or tiered rent policies.

Two other reports will be released as part of this first evaluation phase. The next report, expected
to be submitted to HUD in 2024, will describe findings from the first round of staff member
interviews on the design, launch, and early implementation experiences of PHAs. The third and
final report under this first phase will be submitted to HUD in 2025. It will describe the baseline
characteristics of the full STRD sample and include some exploratory descriptive analyses of the
first certifications under the stepped and tiered rent policies for a subsample of early enrollees (if
those data are available at that time). A supplemental qualitative analysis, conducted by Abt
Associates, is occurring concurrently with this first phase of the demonstration and will include
indepth interviews with households on their early experiences under the new rent policies.

The next phases of the evaluation, which are not yet funded, will continue the evaluation through
6 years after initial certifications and seek to understand households’ experiences with the
stepped and tiered rent policies. These phases will include an impact analysis that examines the
effects of the stepped and tiered rent policies on households’ outcomes, including labor market
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outcomes, material hardship, housing subsidies, family well-being, and other outcomes. The
scope of these later phases will be further defined at the time of funding.
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Appendix A
Exhibit A-1. Stepped Rent Schedules for All Five Stepped Rent Public Housing Agencies

Site 0 1 2 3 4 5 6

Bedroom Bedroom Bedrooms Bedrooms Bedrooms Bedrooms Bedrooms
Asheville 25 30 35 40 50 50 50
Fort Wayne 13 14 18 23 25 29 32
Kern County 23 23 30 43 52 60 60
Portsmouth 29 30 36 50 61 70 79
Salt Lake 19 23 27 37 42 48 48
County

Notes: Fort Wayne updates its step increase amounts when it updates its payment standard schedule, and it is based on 2 percent of the Fair
Market Rent (FMR). The amounts in this table for Fort Wayne are based on 2023 FMRs.
Source: HUD (2023a)
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Appendix B

Exhibit B-1. First 30 Tiers of Akron, Charleston, Everett, and Washington County’s Tiered Rent

Schedule
Tier I\:'Iﬁrlr'n":r‘:‘"(‘s J:;;r':lf;"z;) Tiered Rent ($)
1 0 2,499 50
2 2,500 4,999 87
3 5,000 7,499 146
4 7,500 9,099 204
5 10,000 12,499 262
6 12,500 14,999 321
7 15,000 17,499 379
8 17,500 19,999 437
9 20,000 22,499 496
10 22,500 24,999 554
11 25,000 27,499 612
12 27,500 29,999 671
13 30,000 32,499 729
14 32,500 34,999 787
15 35,000 37,499 846
16 37,500 39,999 904
17 40,000 42,499 962
18 42,500 44,999 1,021
19 45,000 47,499 1,079
20 47,500 49,999 1,137
21 50,000 52,499 1,196
22 52,500 54,999 1,254
23 55,000 57,499 1,312
24 57,500 59,999 1,371
25 60,000 62,499 1,429
26 62,500 64,999 1487
27 65,000 67,499 1,546
28 67,500 69,999 1,604
29 70,000 72,499 1,662
30 72,500 74,999 1,721

Source: HUD (2023a)
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Exhibit B-2. First 30 Tiers of Houston’s Tiered Rent Schedule

Tier Ti_el: Income Tier_ Income Tiered Rent
Minimum ($) Maximum ($) (%)

1 0 1,999 50
2 2,000 3,999 50
3 4,000 5,999 93
4 6,000 7,999 140
5 8,000 9,999 187
6 10,000 11,999 233
7 12,000 13,999 280
8 14,000 15,999 327
9 16,000 17,999 373
10 18,000 19,999 420
11 20,000 21,999 467
12 22,000 23,999 513
13 24,000 25,999 560
14 26,000 27,999 607
15 28,000 29,999 653
16 30,000 31,999 700
17 32,000 33,999 747
18 34,000 35,999 793
19 36,000 37,999 840
20 38,000 39,999 887
21 40,000 41,999 933
22 42,000 43,999 980
23 44,000 45,999 1,027
24 46,000 47,999 1,073
25 48,000 49,999 1,120
26 50,000 51,999 1,167
27 52,000 53,999 1,213
28 54,000 55,999 1,260
29 56,000 57,999 1,307
30 58,000 59,999 1,353

Source: HUD (2023a)
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Appendix C

Exhibit C-1. Characteristics of Households Eligible for the Demonstration for Tiered Rent PHAs,
by PHA

Akron Washington  Houston City of Charleston-
Characteristic County Everett Kanawha ALL
Head of Household

Female (%) 90.6 85.3 93.9 78.6 84.1 90.9
Age in years (%)
18-24 12.4 1.1 24 54 10.3 55
25-34 41.0 22.4 31.8 26.7 35.3 334
3544 26.5 38.5 38.6 36.7 29.2 34.8
45 or older 201 38.0 27.2 31.1 25.3 26.2
Average age (years) 35 42 39 40 37 38
Race (%)
White 24.2 75.6 57 717 57.7 223
Black/African-American 72.5 18.9 93.1 14.7 401 75.0
American Indian/Alaska Native 0.2 0.3 0.3 1.6 0.1 0.3
Asian 0.6 2.4 0.5 4.6 0.0 0.8
Native Hawaiian/Other Pacific
Islander 0.2 1.1 0.2 41 0.1 0.5
More than 1 race 2.3 1.7 0.2 3.3 1.9 1.1
Hispanic or Latino (%) 1.6 28.3 6.2 9.9 11 6.1
Household
Average number of family 3 3 3 4 3 3
members
Families with more than one adult 15.9 454 30.9 48.6 225 28.5

(%)
Average number of children
in the family 2 2 2 2 1 2

Number of children in the family
(%)

None 234 22.6 245 19.2 28.6 24.2
1 27.9 25.0 214 24.0 28.8 23.9
2 244 22.0 22.9 23.8 23.7 23.3
3 or more 24.2 30.5 31.2 33.0 18.8 28.5
Has a child under 5 years old (%) 50.5 32.0 33.8 43.4 44 .2 39.0
Among families with children, age of the youngest child (%)
0-2 years 32.8 18.9 19.7 25.3 271 23.7
3-5 years 24.6 19.3 20.5 24.9 24.7 22.0
6-12 years 30.6 40.6 40.8 36.6 34.0 37.6
13-17 years 12.0 21.2 19.0 13.2 141 16.7
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Akron Washington  Houston City of Charleston-
Characteristic County Everett Kanawha ALL
Total annual income?@ ($) 10,092 20,205 15,744 20,115 11,103 14,515
No income (%) 24.0 7.1 5.1 12.6 18.4 11.2
Total adjusted income?@ ($) 9,265 18,946 14,314 19,023 10,471 13,325
No adjusted income (%) 284 8.3 8.0 14.1 20.1 14.2
Average annual income from
wages, among families with
No earned income (%) 47.3 33.6 39.3 37.1 46.7 41.4
Income sources® (%)
Wages 52.7 66.4 60.7 62.9 53.3 58.6
Welfare 3.2 12.9 6.2 9.9 11.6 6.6
Social Security/SSl/pensions 3.5 9.8 7.3 59 4.8 6.3
Other income sources 37.3 31.0 42.7 25.8 29.7 38.7
Child support 22.3 20.1 24.6 20.0 18.5 23.0
Unemploymentbenefits 0.5 2.1 1.9 0.6 1.1 14
Other 15.9 10.8 18.1 5.8 11.2 15.9
Participates in FSS program (%) 3.7 5.7 3.9 4.1 4.3 4.0
Receives childcare deduction (%) 5.6 7.7 11.0 9.2 3.2 8.8
Gross rent greater than payment
standard, among HCV 43.2 454 35.5 19.8 54.2 38.0
households (%)
Sample size 4,566 1,066 11,414 1,157 1,869 20,072

FSS = Family Self-Sufficiency. HCV = housing choice voucher. PHA = public housing agency. SSI =

Supplemental Security Income.
3Excludes outliers more than $200,000.
bCategories are not mutually exclusive.

Notes: Rounding may cause slight discrepancies in sums and differences. Sample sizes may vary

because of missing values.

Source: MDRC calculations using HUD Public and Indian Housing Information Center 2019 data
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Exhibit C-2. Characteristics of Households Eligible for the Demonstration for Stepped Rent PHAs,
by PHA

City

County of Fort of County of
Characteristic Kern Wayne . Salt Lake Portsmouth ALL
Asheville
Head of Household
Female (%) 87.5 91.7 82.0 83.4 95.2 88.4
Age in years (%)
18-24 51 10.5 74 2.4 45 6.3
25-34 37.7 425 38.0 304 38.7 38.1
3544 31.7 29.5 26.4 36.5 321 311
45 or older 254 17.4 28.2 30.8 247 24.5
Average age (years) 38 35 38 40 38 38
Race (%)
White 56.0 15.3 35.8 68.7 1.0 35.2
Black/African-American 42.1 80.3 58.7 18.9 98.8 60.5
American Indian/Alaska Native 0.8 0.2 0.5 3.7 0.1 0.9
Asian 0.3 1.1 0.2 57 0.0 1.2
Native Hawaiian/Other Pacific
Islander 0.2 0.1 1.7 3.0 0.1 0.8
More than 1 race 0.6 3.0 3.0 0.0 0.0 14
Hispanic or Latino (%) 43.1 4.0 4.6 23.3 0.6 17.5
Household
Average number of family 4 3 3 4 3 3
members
Families with more than one adult 341 15.4 19.3 34.4 20.7 25.0
(%)
Average number of children
in the family 2 2 1 2 2 2
Number of children in the family
(%)
None 19.0 22.2 34.3 19.8 26.1 23.5
1 22.2 21.8 24.3 20.2 25.8 22.7
2 217 25.7 21.5 221 23.6 23.0
3 or more 371 304 20.0 379 24.4 30.7
Has a child under 5 years old (%) 41.1 46.6 43.6 40.6 41.0 42.7
Among families with children, age of the youngest child (%)
0-2 years 26.1 31.0 25.3 245 241 26.7
3-5 years 21.7 214 24.6 22.3 23.4 224
6—12 years 37.8 35.0 38.1 38.6 35.7 36.9
13-17 years 14.4 12.6 12.0 14.6 16.8 14.0
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County Fort City of County of

Characteristic of Kern Wayne Asheville SaltLake Portsmouth ALL
Total annual income? ($) 14,182 12,179 8,232 14,897 16,981 13,316
No income (%) 5.3 19.7 42.0 16.3 3.7 15.9
Total adjusted income?@ ($) 13,113 11,163 7,619 13,821 15,375 12,241
No adjusted income (%) 6.1 23.3 449 18.8 6.1 18.2
Average annual income from
wages,
among families with
No earned income (%) 56.1 441 58.0 44.8 28.5 47.2
Income sources® (%)
Wages 43.9 55.9 42.0 55.2 71.5 52.8
Welfare 75.2 55.0 4.4 68.4 25.0 49.7
Social Security/SSl/pensions 13.7 4.1 3.1 6.0 8.6 7.7
Other income sources 32.8 39.8 19.8 324 447 34.4
Child support 14.6 29.6 15.5 18.0 27.2 21.0
Unemploymentbenefits 7.3 0.2 0.1 0.7 1.2 2.5
Other 134 12.1 4.6 16.3 20.2 13.2
Participates in FSS program (%) 14.0 6.8 16.0 10.4 1.4 11.6
Receives childcare deduction (%) 1.1 6.2 5.1 5.1 18.1 6.4
Gross rent greater than payment
standard, among HCV households 67.4 33.8 18.9 36.2 304 431
(%)
Sample size 2,358 2,036 1,282 1,130 1,366 8,172

FSS = Family Self-Sufficiency. HCV = housing choice voucher. PHA = public housing agency. SSI =
Supplemental Security Income.

3Excludes outliers more than $200,000.

bCategories are not mutually exclusive.

Notes: Rounding may cause slight discrepancies in sums and differences. Sample sizes may vary
because of missing values.

Source: MDRC calculations using HUD Public and Indian Housing Information Center 2019 data
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Dooley & Vicars Dariel 1. Docley, C.PA.

Certified Public Accountants, L.L.P. Michael H. Vicars, C.P.A.,

INDEPENDENT AUDITOR’S REPORT

To the Members
of Commerce Village, L.L.C.

Opinion
We have audited the accompanying financial statements of Commerce Village, L.L.C. (the Company),

which comprise the balance sheet as of December 31, 2025, and the related statements of income,
members’ capital, and cash flows for the year then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of December 31, 2025, and the results of its operations and its cash flows for
the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of the
Company and to meet our other ethical responsibilities in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying supplementary information shown on pages 15 to 21 is presented for purposes of additional
analysis and is not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the financial statements as a whole.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Company's ability to continue
as a going concern within one year after the date that the financial statements are available to be issued.



INDEPENDENT AUDITOR’S REPORT
(CONTINUED)

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control. Accordingly, no such opinion is
expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of
the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Company'’s ability to continue as a going concern
for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

ﬁf/ﬁ 4 /454

Dooley & Vicars

Certified Public Accountants, L.L.P.
Richmond, Virginia
June 3, 2026



COMMERCE VILLAGE, L.L.C.
BALANCE SHEET
AS OF DECEMBER 31, 2025

ASSETS
Current Assets
Cash $ 489,941
Accounts Receivable - Tenant, Net Allowance of $69 436
Prepaid Expenses 563
Total Current Assets 490,940
Deposits and Funded Reserves
Tenant Security Deposits 24,029
Escrow Deposits 3,567
Reserve for Replacements 88,021
Operating Reserve 134,144
Total Deposits and Funded Reserves 249,761
Fixed Assets
Land 300,000
Land Improvements 440,807
Buildings 3,159,823
Furnishings 95,027
Accumulated Depreciation (1,145,891)
Total Fixed Assets 2,849,766
TOTAL ASSETS $ 3,690,467

The accompanying notes are an integral part of these financial statements.



COMMERCE VILLAGE, L.L.C.
BALANCE SHEET
AS OF DECEMBER 31, 2025
(CONTINUED)

LIABILITIES AND MEMBERS' CAPITAL

Current Liabilities

Accounts Payable
Accounts Payable - Due to Affiliate
Accrued Expenses
Prepaid Rent
Total Current Liabilities

Other Liabilities

Tenant Security Deposit Liability
Total Other Liabilities

Long-Term Liabilities

Developer Fee Payable

VH Mortgage Payable

Notes Payable

Long-Term Interest Payable

Less: Deferred Loan Cost, Net Accumulated Amortization of  $15,407
Total Long-Term Liabilities

Total Liabilities

Members' Capital

Commerce Village Management, L.L.C.

VAHM, L.L.C.

Housing Equity Fund of Virginia XVIII, L.L.C.
Total Members' Capital

TOTAL LIABILITIES AND MEMBERS' CAPITAL

The accompanying notes are an integral part of these financial statements.

6,683
278,365
6,257
782

292,087

19,606

19,606

10,000
1,092,000
358,000
114,121
(5,884)

1,568,237

1,879,930

(85)
(10)
1,710,632

1,710,537

3,590,467




COMMERCE VILLAGE, L.L.C.
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2025

Revenues
Rental Income 9 254,357
Interest Income 4,410
Other Income 12,960
271,727

Expenses
Administrative 96,868
Management Fee 13,468
Utilities 29,661
Operating and Maintenance 55,028
Real Estate Taxes 510
Property and Liability Insurance 6,680
Miscellaneous Taxes and Insurance 26,067
Interest and Financial 29,281
Depreciation 108,834
366,397

NET INCOME (LOSS) $ (94,670)

The accompanying notes are an integral part of these financial statements.



COMMERCE VILLAGE, L.L.C.
STATEMENT OF MEMBERS' CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2025

Commerce
Village Housing Equity
Management, Fund of Virginia
L.L.C. VAHM, L.L.C. XV, L.L.C. TOTAL
Percentage of Ownership 0.009% 0.001% 99.990% 100.000%
Balance at
Beginning of Year $ (76) $ (9 $ 1,805292 $ 1,805,207
Income (Loss) (9) (1) (94,660) (94,670)
BALANCE AT
END OF YEAR $ (85 % (10) $ 1710632 $ 1,710,537

The accompanying notes are an integral part of these financial statements.



COMMERCE VILLAGE, L.L.C.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2025

Cash Flows from Operating Activities

Rental Receipts

Interest Receipts

Other Receipts
Total Income

Administrative Expenses

Management Fees

Utilities

Salaries and Wages

Operating and Maintenance

Real Estate Taxes

Property and Liability Insurance

Misc. Taxes, Licenses, and Permits

Tenant Security Deposits

Interest on Mortgages and Notes
Total Expenses

Net Cash Provided By (Used In) Operating Activities

Cash Flows from Investing Activities

(Increase)/Decrease in Building and Improvements
Net Cash Provided By (Used In) Investing Activities
Cash Flows from Financing Activities

Proceeds of Advances from Affiliates

Net Cash Provided By (Used In) Financing Activities

Net Increase/(Decrease) in Cash
Cash - Beginning of Year

CASH - END OF YEAR

The accompanying notes are an integral part of these financial statements.

254,737
4,410
57,960

317,107

31,043
13,468
29,661
80,967
32,563
510
6,853
26,067
(2,104)
14,909

233,937

83,170

(6,849)

(6,849)

207,328

207,328

283,649

456,053

739,702




COMMERCE VILLAGE, L.L.C.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2025
(CONTINUED)

Reconciliation of Cash and Cash Equivalents

Cash

Tenant Security Deposits
Escrow Deposits
Replacement Reserves
Operating Reserves

Total Cash and Cash Equivalents

Reconciliation of Cash Provided By (Used In) Operating Activities

Net Profit<Loss>

Add <Deduct> Adjustment to Reconcile Net <Loss> Income
to Net Cash Provided By (Used In) Operating Activities
Depreciation

(Increase)/Decrease in Accounts Receivable - Tenants
(Increase)/Decrease in Accounts Receivable - Other
(Increase)/Decrease in Prepaid Expenses
Increase/(Decrease) in Accounts Payable
Increase/(Decrease) in Accrued Expenses
Increase/(Decrease) in Prepaid and Deferred Revenues
Increase/(Decrease) in Security Deposit Liability
Non-Cash Interest Expense

Net Cash Provided By (Used In) Operating Activities

Supplemental Disclosure of Cash Flow Information

Non-Cash Items Disclosure

Loan Cost Amortization
Increase in Long-Term Interest Payable

Total Non-Cash Interest Expense

The accompanying notes are an integral part of these financial statements.

489,941
24,029
3,567
88,021
134,144

739,702

(94,670)

108,834

237
45,000
(173)

7,187
136
143
2,104
14,372

83,170

1,121
13,251

14,372




COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025

Note 1: Nature of Business and Significant Accounting Policies

Nature of Business - Commerce Village, L.L.C. is a Virginia limited liability company formed in 2013
to construct and operate rental apartment units, for low-income individuals and families, in
Harrisonburg, Virginia. Predevelopment on the building commenced during 2014. As of December
31, 2025, the Company has three members -- Commerce Village, L.L.C., owns a .009% managing
member interest; the Housing Equity Fund of Virginia XVIII, L.L.C. owns a 99.990% investor
member interest: and the VAHM, L.L.C. owns a .001% special member interest. Profits, losses, tax
credits, and cash disbursements are allocated among the members based on their respective
ownership interests.

A summary of the Company's significant accounting policies follows:

Cash and Cash Equivalents - For purposes of reporting, the Company includes all cash accounts
and all highly liquid debt instruments purchased with a maturity of three months or less as cash and
cash equivalents.

Real Estate Costs - Costs that clearly relate to the acquisition, development, and construction of
the apartments are capitalized. Interest costs were capitalized while development and construction
were in progress.

Depreciation - The buildings are depreciated using the straight-line method over their estimated
useful life of 40 years. Land improvements are depreciated using the straight-line method over
their estimated useful life of 15 years. Depreciation of equipment, furniture, and fixtures is
computed using the straight-line method over the estimated useful life, generally 5 years.

Income Taxes - No provision or liability for income taxes has been recorded because the members
are taxed on their proportionate shares of the Company's income. Income for tax purposes will
differ from book income due to timing differences in depreciation and amortization expenses. The
Company has no material uncertain tax positions requiring disclosure. Fiscal years ending on or
after December 31, 2022, remain subject to examination by federal and state tax authorities.

Deferred Charges - Financing costs are amortized over the term of the mortgage loan using the
effective yield method.

Tenant Security Deposits - The Company collects security deposits from each tenant to provide for
costs incurred or unpaid rent when a tenant vacates the apartment. The cash collected is kept
separate from operating funds and interest is paid on the security deposits in accordance with the
lease agreement.
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COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025
(CONTINUED)

Note 1: Nature of Business and Significant Accounting Policies (Cont.)

Subsequent Events - Management has evaluated subsequent events through June 3, 2026, the
date on which the financial statements were available to be issued.

Advertising Costs - Advertising costs are charged to operations when incurred.

Accounts Receivable and Bad Debts - Tenant receivables are charged to bad debt when they are
determined to be uncollectible based on a periodic review of the accounts by management. u.sS.
generally accepted accounting principles require that the allowance method be used to recognize
bad debts. Management's allowance is for delinquent accounts over 90 days old.

Impairment of Long-Term Assets - The Company reviews its investment in real estate for
impairment whenever events or changes in circumstances indicate that the carrying value of such
property may not be recoverable. Recoverability is measured by a comparison of the carrying
amount of the real estate to the future net undiscounted cash flow expected to be generated by the
rental property. There were no impairment losses recognized in 2025.

Use of Estimates in the Preparation of Financial Statements - Management uses estimates and
assumptions in preparing financial statements. Those estimates and assumptions affect the
reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

Revenue Recognition - Revenue from residential leases is recorded when due, generally upon the
first day of each month. Leases are for periods of up to one year, with rental payments due
monthly. Other income includes fees for late payments, cleaning, damages, storage, parking,
laundry facilities and other charges and is recorded when earned. Prepayments of revenue are
deferred and classified as liabilities until earned.

Note 2: Mortgage Escrow Deposits

The Company has a reserve for taxes and insurance, held by Virginia Housing (VH). Activity for
the reserve account is as follows:

December 31, 2024 $ 4,644
Deposits 7,419
Payments (8,496)

December 31, 2025 3 3,567
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COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025
(CONTINUED)

Note 3: Reserve Funds - Reserve for Replacement

Under the mortgage agreement, the Company is required to set aside amounts for the replacement
of property and other project expenditures approved by VH. Activity for the reserve account is as
follows:

December 31, 2024 $ 82,128
Monthly Deposits 9,000
Interest Earned During the Year 3,741
Withdrawals (6,848)
December 31, 2025 $ 88,021

Note 4: Operating Reserve

In accordance with provisions of the operating agreement, the Company has funded an operating
deficit reserve. The reserve shall be used to fund an operating deficit and other cash requirements
of the Company throughout the term of the partnership. Withdrawals from the reserve shall require
the prior approval of the investor members. Activity for the reserve account is as follows:

December 31, 2024 $ 133,475
Interest Earned During the Year 669
December 31, 2025 3 134,144

Note 5: Fixed Assets

The Commerce Village Apartments consist of 30 rental units located in Harrisonburg, Virginia. The
fixed assets of the Company, as of December 31, 2024, are as follows:

Balance Balance
12/31/2024 Additions Retirements  12/31/2025
Land $ 300,000 $ - $ - $ 300,000
Land Improvements 433,959 6,848 - 440,807
Building 3,159,823 - - 3,159,823
Furnishings 95,469 - (442) 95,027

TOTAL $ 3989251 _§ 6,848 $ (442) $ 3995657
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COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025
(CONTINUED)

Note 5: Fixed Assets (Cont.)

Changes in Accumulated Depreciation:

Net Book
Balance Current Value
12/31/2024 Provision Deductions Balance 12/31/2025

Land $ - $ - $ - $ - $ 300,000
Land Improvements 256,021 28,930 - 284,951 155,856
Building 686,009 79,904 - 765,913 2,393,910
Furnishings 95,469 - (442) 95,027 -
TOTAL $ 1037499 $ 108834 $ (442) $ 1 145891 $ 2,849,766

Note 6: Notes and Mortgages Payable

At December 31, 2025, notes payable consist of the following:

HRHA- Note Payable #1 $ 300,000
HRHA- Note Payable #2 58,000
DHCD - Housing Trust Fund 750,000
DHCD-HOME 342,000
Less: Deferred Loan costs, Net Amortization (5,884)

$ 1444116

As of December 31, 2025, the Company has an outstanding note payable to the Harrisonburg
Redevelopment and Housing Authority in the amount of $300,000. The note bears interest at
2.74% per annum, compounding annually, and is payable from available net cash flow. Interest
accrued on the note, as of December 31, 2025, was $103,884. The outstanding principle and any
accrued interest shall be due and payable in full on December 9, 2044.

HRHA is also owed a note payable in the amount of $58,000 for the permanent financing of the
project. The note is secured by a deed of trust in the project and accrues interest at 1.50% per
annum. At December 31, 2025, the balance of accrued interest is $10,238. The note is
administered by Virginia Housing (VH) and the Department of Housing and Community
Development (DHCD) through the Permanent Supportive Housing grant program.

The DHCD Housing Trust Fund loan is secured by a deed of trust and has a stated interest rate of
1.50%. Interest only payments of $938 are due monthly and the mortgage is due and payable in full
on March 1, 2036.

The DHCD HOME loan is secured by a deed of trust and has a stated interest rate of 1.50%.
Interest only payments of $428 are due monthly and the mortgage is due and payable in full on
March 1, 2036.
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COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025
(CONTINUED)

Note 7: Interest Cost

The total interest cost incurred during the year ended December 31, 2025, was $29,281. Of this
amount, $1,121 is attributable to loan cost amortization.

Note 8: Related Party Transactions

As of December 31, 2025, the Company owed HRHA, an affiliate of the managing member,
$71,037 for funds advanced during construction of the project. HRHA is the management agent of
the project and was paid a management fee of $13,468 during 2025. At December 31, 2025, HRHA
is also owed $6,257 for accrued payroll liabilities.

The Company owes $207,328 to LCD, an affiliate of the managing member, for an inadvertent
deposit made at year-end.

The Company also has notes payable to the Harrisonburg Redevelopment and Housing Authority
in the amount of $300,000 and $58,000, as discussed in Note 6. At December 31, 2025, accrued
interest payable on the notes totaled $114,121.

HRHA is also owed a development fee with an original amount of $424,000. The balance at

December 31, 2025, is $10,000. The fee accrues 0.0% interest and is payable from available cash
flow as defined in the operating agreement.

Housing Capital Corporation, an affiliate of the investor member, was paid $7,391 for accounting
fees during 2025.

Note 9: Risk and Uncertainties

Financial instruments which potentially subject the Company to concentration of credit risks consist
principally of temporary cash investments and restricted deposits and funded reserves held by the
mortgagee. The Company places its temporary cash investments with high-credit quality financial
institutions and, by policy, limits the amount of temporary cash investments held at any one
financial institution. Deposit accounts, at times, may exceed federaily insured limits. The Company
has not experienced any losses in such accounts, and believes it is not exposed to any significant
credit risk on cash and cash equivalents. Restricted deposits and funded reserves of $91,588 are
administered by the mortgagee.
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COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025
(CONTINUED)

Note 10: Current Vulnerability Due to Certain Concentrations

The Company's sole asset is the Commerce Village apartments. The Company's operations are
concentrated in the multifamily real estate market. In addition, the Company operates in a heavily
regulated environment. The operations of the Company are subject to the administrative directives,
rules and regulations of federal, state and local regulatory agencies. Such changes may occur with
little notice or inadequate funding to pay for the related cost, including the additional administrative
burden, to comply with a change.

Note 11: Contingencies and Commitments

The Company's low-income housing credits are contingent on its ability to maintain compliance with
applicable sections of Section 42. Failure to maintain compliance with occupant eligibility, and/or
unit gross rent, or to correct noncompliance within a specified time period could result in recapture
of previously taken tax credits plus interest. In addition, such potential noncompliance may require
an adjustment to the contributed capital by the Investor Members.
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VIRGINIA HOUSING
ousmg BALANCE SHEET

Development Name: COMMERCE VILLAGE, L.L.C.

VHDA/DHCD #: 30-0169544 and 70-0169543
As of: DECEMBER 31, 2025

ASSETS

CURRENT ASSETS

Cash on Hand
Cash in Bank
Cash - Investments
Cash - Mortgagor Entity
Accounts Receivable - Tenant
Accounts Receivable - Net HAP
Accounts Receivable - Other
Prepaid Expenses
Property Insurance
Mortgage Insurance
Taxes
Miscellaneous (Attach detail)

489,941.00

436.00

PR || RSB[R |h

AP |n |
1

563.00 $ 490,940.00

DEPOSITS HELD IN TRUST - FUNDED

24,029.00
- $ 24,029.00

Tenant Security Deposits
Other Deposits

| n

RESTRICTED DEPOSITS & FUNDED RESERVES

3,567.00

88,021.00

134,144.00
- $ 225732.00

Mortgage Escrow Deposits (Attach detail)
Replacement Reserve

Miscellaneous Reserve
Operating/Residual Receipts Reserve
Development-Held Reserve

AR |n|R |1~

FIXED ASSETS

Net Book Value
Land
Land Improvements
Buildings
Equipment
Furniture and Fixtures
Other

300,000.00
155,856.00
2,393,910.00

- $ 2,849,766.00

RN |R R

OTHER ASSETS

(Attach detail) $ - $ -

15

TOTAL ASSETS $ 3,590,467.00

See Independent Auditor's Report



LIABILITY & OWNER EQUITY
LIABILITIES

CURRENT LIABILITIES

6,683.00

Accounts Payable - 30 Days

Accounts Payable - Over 30 Days

Accrued Mortgage Interest Payable - Virginia Housing
Accrued Mortgage Interest Payable - Other
Accrued Interest Payable - Other

Accrued Expenses Not Escrowed

Net HAP Payable

Notes Payable - Short Term

Rent Deferred Credits

Virginia Housing Mortgage Payable
Non-Virginia Housing Mortgage Payable
Miscellaneous Current Liabilities (Attach detail)

6,257.00

782.00

Aen|n|n|Ben|n s |R n | n

278,365.00 $ 292,087.00

DEPOSIT & PREPAYMENT LIABILITIES

19,606.00

a $ 19,606.00

Tenant Security Deposits
Other Deposits
Interest Deferred Credit

||

LONG TERM LIABILITIES

Virginia Housing Mortgage Payable 1,086,116.00
Non-Virginia Housing Mortgage Payable

Notes Payable (Attach detail)

A | |en

472,121.00 $ 1,558,237.00

OTHER LIABILITIES

(Attach detail) $ 10,000.00 $ 10,000.00

TOTAL LIABILITIES $ 1,879,930.00

OWNER EQUITY

TOTAL OWNER EQUITY/PARTNERS CAPITAL (DEFICIT) $ 1,710,537.00

TOTAL LIABILITIES & OWNER EQUITY $ 3,590,467.00

See Independent Auditor's Report



Virgir_\iaﬂ
Housing

Month/Period
Beginning:

Development Name:

VIRGINIA HOUSING

STATEMENT OF PROFIT AND LOSS

JANUARY 1, 2025 Ending:

COMMERCE VILLAGE, L.L.C.

DECEMBER 31, 2025

Version 10/30/2020

VHDA/DHCD #: 30-0169544 and 70-0169543
Part | Description of Account Acct. No. Amount
Apartments 5120 $ 107,912.00
Tenant Assistance Payments 5121 $  146,445.00
Rental Furniture and Equipment 5130 |$% =
Income Stores and Commercial 5140 $ -
5100 Garage and Parking Spaces 5170 $ -
Flexible Subsidy Income 5180 | § -
Miscellaneous Income (attach detail) 5190 $ -
Total Rental Income Potential at 100% Occupancy 254,357.00
Apartments 5220 [ $ - y
Furniture and Equipment 5230 $ =
Vacancies Stores and Commercial 5240 $ -
5200 Garage and Parking Spaces 5270 $ -
Concessions 5280 $ -
Miscellaneous (attach detail) 5290 $ -
Total Vacancies $ - -
Net Rental Income - Rental Income Less Vacancies 254,357.00
Elderly and Congregate Services Income -- 5300
Total Service Income (attach detail) 5300 $ - -
Interest Income--Development Operations 5410 $ =
Financial Income from Investments-—-Residual Receipts 5430 3 -
Income Income from Investments--Reserve for Replacements 5440 3 3,741.00
5400 Income from Investments—-Miscellaneous 5490 $ 669.00
Total Financial Income 4,410.00
Laundry and Vending 5910 3 -
NSF and Late Charges 5920 $ 726.00
Other Damages and Cleaning Fees 5930 $ 9,770.00
Income Forfeited Tenant Security Deposits 5940 $ -
5900 Other Income (attach detail) 5990 3 2,464.00
Total Other Income 12,960.00
Total Income 271,727.00
Advertising 6210 $ -
Qther Administrative Expenses 6250 3 10,934.00
QOffice Salaries 6310 3 42,095.00
Office Supplies 6311 $ 2,562.00
Office or Model Apartment Rent 6312 $ -
Administrative |Management Fee 6320 $ 13,468.00
Expenses Manager's or Superintendent's Salaries 6330 $ 20,000.00
6200/6300 Manager's or Superintendent’s Rent Free Unit 6331 3 -
Legal Expenses (Development) 6340 $ 2,811.00
| Auditing Expenses (Development) 6350 $ -
Bookkeeping Fees/Accounting Services 6351 3 7.391.00
Telephone and Answering Service 6360 $ 2,830.00
Bad Debts 6370 5 7.773.00
Miscellaneous Administrative Expenses (attach detail) 6390 $ 472.00
| Total Administrative Expenses 110,336.00
! Fuel Oil/Coal 6420 $ -
Utilities Electricity (Light and Miscellaneous Power) 6450 $ 21,945.00
Expense Water 6451 $ 5,393.00
6400 Gas 6452 $ 2,323.00
Sewer 6453 3 -
Total Utilities Expense 29,661.00

See Independenl Auditor's Report
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Janitor and Cleaning Payroll 6510 $ -
Janitor and Cleaning Supplies 6515 $ 2,322.00
Janitor and Cleaning Contract 6517 % 2,260.00
Exterminating Payroll/Contract 6519 5 1,176.00
Exterminating Supplies 6520 3 -
Operating and  |Garbage and Trash Removal 6525 $ 16,009.00
Maintenance Security Payroll/Contract 6530 $ 3,437.00
Expenses Grounds Payroll 6535 $ -
6500 Grounds Supplies 6536 $ 503.00
Grounds Contract 6537 $ -
Repairs Payroll 6540 3 18,872.00
Repairs Materials 6541 $ 4,239.00
Repairs Contract 6542 $ 1,087.00
Elevator Maintenance/Contract 6545 3 -
Heating/Cooling Repairs and Maintenance 6546 3 2,568.00
Swimming Pool Maintenance/Contract 6547 3 -
Snow Removal 6548 $ 2,545.00
Decorating Payroll/Contract 6560 $ -
Decorating Supplies 6561 3 -
Vehicle and Maintenance Equipment Operation and Repairs 6570 $ =
Miscellaneous Operating and Maintenance Expenses 6590 $ -
Total Operating and Maintenance Expenses $55,028.00
Real Estate Taxes 6710 3 510.00 | ]
Payroll Taxes (Development's Share) 6711 3 -
Miscellaneous Taxes, Licenses and Permits 6719 |8 -
Taxes Property and Liability Insurance (Hazard) 6720 $ 6,680.00
and Fidelity Bond Insurance 6721 $ -
Insurance Workmen's Compensation 6722 3 750.00
6700 Health Insurance and Other Employee Benefits 6723 3 25.317.00
Other Insurance (attach detail) 6729 3 -
Total Taxes and Insurance $ 33,257.00
Interest on Bonds Payable 6810 3 - :
Interest on Mortgages Payable - Virginia Housing 6820 3 17,500.00
Interest on Mortgages Payable - Other 6825 $ -
Financial Interest on Notes Payable (Short -Term) 6830 ) -
Expenses Interest on Notes Payable (Long -Term) 6840 $ 11,781.00
6800 Morigage Insurance Premium/Service Charges 6850 $ -
Miscellaneous Financial Expenses 6890 $ = :
Total Financial Exp $ 29,281.00
Services Total Services Expenses (attach detail) 6900 3 -
Expenses Total Cost of Operations Before Depreciation §  257.563.00
6900 Profit (Loss) Before Depreciation 3 14,164.00
Depreciation Depreciation (Total)-—-6600 6600 $ 108,834.00 | $  108,834.00
6600 Operating Profit or (Loss) $ (94,670.00)
Officer Salaries 7110
Corporate or Legal Expenses (Entity) 7120
Mortgagor Taxes (Federal - State - Entity) 7130-32
Entity Other Expenses (Entity) 7190
Expenses Total Corporate Expenses 3 -
7100 Net Profit or (Loss) $ (94,670.00)
Miscellaneous or Other Income and Expense Sub-account Groups. If Miscellaneous or Other Income and/or Expense Sub-accounts
(5190, 5290, 5490, 5990, 6390, 6590, 6728, 6890 and 7190) exceed the Account Groupings by 10% or more, attach detail describing
or explaining the Miscellaneous Income or Expense.
Part Ii
1a. Total principal payments required under the Virginia Housing mortgage(s), even if payments under a 3 -
Workout Agreement are less or more than those required under the mortgage(s).
1b. Total principal payments required under non-Virginia Housing mortgage(s), even if payments under a $ -
Workout Agreement are less or more than those required under the mortgage(s).
2. Replacement, Miscellaneous and Operating Reserve deposits required by the Regulatory Agreement 3 -
or Amendments thereto, even if payments may be temporarily suspended or waived.
3. Replacement, Miscellaneous or Operating Reserve releases included as expense items on this $ -
Statement of Profit and Loss.
4. Development Improvement Reserve Releases under the Flexible Subsidy Program that are included as 3 -
expense items on this Statement of Profit and Loss.

See Independent Audilor's Report



1 form updated 10/30/2020
- - -
Virginia

Housing VIRGINIA HOUSING
Development Name: COMMERCE VILLAGE, L.L.C.
VHDA/DHCD Number(s): 30-0169544 and 70-0169543

Accounts Payable Other than Trade Creditors

Due Mortgagor/Grantee

Payable Within 30 Days * $ - *

Payable in More Than 30 Days $ =
Balance $ -

* Of this amount, $ is past due.

Due Management Agent

Payable Within 30 Days * $ 284,622.00 *
Payable in More Than 30 Days $ >

Balance $ 284,622.00
* Of this amount, $ is past due.

Due Others

Payable Within 30 Days * $ - *
Payable in More Than 30 Days $ -

Balance $ -
* Of this amount, $ is past due.

Accounts Payable Trade Creditors
Payable Within 30 Days * $ 6,683.00 *
Payable in More Than 30 Days $ =
Balance $ 6,683.00

* Of this amount, $ is past due.

See Independent Auditor's Report
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form updated 10/30/2020

Virginiaﬂ

Housing VIRGINIA HOUSING
COMPUTATION OF SURPLUS CASH / RESIDUAL RECEIPTS AND
DISTRIBUTIONS
Development Name: COMMERCE VILLAGE, L.L.C.

VHDA/DHCD Number(s): 30-0169544 and 70-0169543

Cash

489,941.00

Operating Account - Cash in Bank
Operating Account - Investments
Operating Account - Cash On Hand
Security Deposit Account

Net HAP Receivable

Other (Attach detail)

24,029.00

R |R|R|AR|P

TOTAL CASH
$ 513,970.00

Current Obligations

Mortgage Interest Payable First of Next Month
Accounts Payable (Due Within 30 Days)
Accrued Expenses Not Escrowed

Tenant Security Deposits

Net HAP Payable

Prepaid Rent

Other (Attach detail)

6,683.00
6,257.00
19,606.00

782.00
278,365.00

DR | PR | AR P

TOTAL CURRENT OBLIGATIONS $ 311,693.00

Surplus Cash $ 202,277.00

Distribution / Residual Receipts (Limited Distribution Developments Only)

Beginning Balance: Accrued Distributions From Prior Year(s) Unpaid
Distribution Earned During Audit Year
Distribution Paid During Audit Year Against Audit Year
Distribution Paid During Audit Year Against Prior Year(s)

Ending Balance: Distributions Unpaid From Audit Year and Prior
Year(s) at Audit Year End

AR P |h|P
1

Allowable Distribution to be Paid From Audit Year $ 202,277.00
Allowable Distribution to be Paid From Prior Year(s) $ =

Total Allowable Distributions to be Paid as of Audit Year End $ 202,277.00

Residual Receipts to be Deposited into Operating Reserve Account $ -

See Independent Auditor's Report



Supplement to
Virginia Housing
Financial Statements

Month/Period
Beginning:  JANUARY 1, 2025

Ending: DECEMBER 31, 2025

Development Name: Commerce Village, L.L.C.
VH/DHCD
Number(s): 30-0169544 and 70-0169543

Balance Sheet

Mortgage Escrow Deposits

Insurance Escrow 3,567.00
Total Mortgage Escrow Deposits 3,567.00
Miscellaneous Current Liabilities
Due to Affiliates 278,365.00
Total Misc. Current Liabilities 278,365.00
Notes Payable
HRHA- Note Payable #1 300,000.00
HRHA- Note Payable #2 58,000.00
Long-Term Interest Payable 114,121.00
472,121.00
Other Liabilities
Developer Fee 10,000.00
Total Other Liabilities 10,000.00
Statement of Profit and Loss
5490 Income From Investments - Misc.
Interest Revenue- Operating Reserve 669.00
Total Income From Investments - Misc. 669.00
5990 Other Income
Laundry and Vending 1,499.00
Workorders/Maint Charges 673.00
Bad Debt-Tenant Rents 287.00
Tenant Services Contract Costs 5.00
Total Other income 2,464.00
Statement of Surplus Cash
Other Current Obligations
Due to Affiliates 278,365.00
Total Other Current Obligations 278,365.00

See Independent Auditor's Report




HARRISONBURG REDEVELOPMENT AND HOUSING AUTHORITY
May 2026
Prepared by Mary Walala, HCV Manager

1. PROGRAM SUMMARY

We are making progress on restructuring the Occupancy Specialist position, with a focus on distributing critical functions across the team to improve risk
management, maintain compliance, and support efficient application processing. We anticipate posting the position by the end of June. In addition, we
are adjusting workflows to accommodate the temporary absence of our JMU work-study student during the summer months while maintaining service
levels and preparing for his return in the fall.

2. VOUCHER UTILIZATION

Number of Vouchers Available (includes Ms5 and PBV): 979

Under Lease Issued, Not Leased Not Issued
Housing Choice Vouchers-MTW (Includes Project Based Vouchers): 688 8 185
Mainstream Vouchers: 52 2 a4
Totals 740 10 229
Voucher Utilization Rate: 76%
3. WAITING LISTS
Number of Applicants on All Waitlists: 5015
Number of PBV Applicants by Bedroom Size 1 2 3 4 5
1130 695 513 110 15
Total Applicants on PBV Waitlist: 2463
Total Applicants on TBV Waitlist: 2552
4. FINANCIAL SUMMARY
Total funding received from HUD for MTW and Mainstream Vouchers: $773,295
Housing Assistance Payments (MTW and Mainstream Vouchers): $710,100
Administrative Costs: $69,224
Landlord and Family Self Sufficiency Incentives $6,275
Average HAP cost per unit: $1,062
Projected Variance for All Vouchers Combined: -$12,304
** See Variance Table Below
Variance = Amount Received from HUD minus Actual Expenses HUD HRHA VARIANCE BY CATEGORY
HAP Expense Payments $723,824 $710,100 $13,724
Administrative Expense Payments $49,471 $69,224 -$19,753
Landlord Incentives ] $1,250 -$1,250
Family Self Sufficiency Program Incentives S0 $5,025 -$5,025
Security Deposit Incentives S0 S0 S0
TOTAL VARIANCE (all categories) $773,295 $785,599 -$12,304

5. HOUSING QUALITY AND INSPECTIONS

Number of Initial Inspections Completed: 70
Number of Units Passed: 40
Number of Units Failed: 22
Number of failed units that were re-inspected: 12
Number of re-inspected units that passed: 100%
Number of Landlords who have made NSPIRE updates 92%

Common Violations:
Smoke Detectors, electrical

Other:

One landlord has outstanding repairs from a prior inspection. Multiple attempts have been made to contact the owner, and the contract remains on
hold until the required repairs are completed.




6. PROGRAM COMPLIANCE AND REGULATIONS

HUD Regulatory Compliance:

No significant issues or violations to report.

There are no HUD Monitoring visits scheduled at this time.
Fair Housing Compliance:

No update at this time.

7. LANDLORD PARTICIPATION AND ENGAGEMENT Number of Active Landlords: 177

In May, HRHA distributed its monthly Landlord Bulletin to provide owners and property managers with program updates, compliance reminders, and
inspection guidance. The bulletin highlighted 2026 payment standards and rent reasonableness requirements, reinforced key landlord responsibilities
through a compliance checklist, and provided information on Housing Assistance Payment (HAP) contract requirements. The inspection focus for the
month addressed dryer vent safety under HUD’s NSPIRE standards, emphasizing common deficiencies that can result in failed inspections and required
corrective actions. The bulletin is part of HRHA’s ongoing effort to strengthen landlord communication, improve program compliance, reduce payment
disruptions, and support successful tenancies. Recent feedback from participating landlords has been positive, with owners indicating that the
information provided helps improve their understanding of program requirements and expectations.

8. PROGRAM PERFORMANCE METRICS

Property/Voucher Type New Admission | Transfer/Unit Change Port-In Property Total
Franklin Heights 4 0 0 4
Commerce Village 0 0 0 0
Lineweaver 0 0 0 0
Tenant-Based Vouchers 0 9 0 9
TYPE TOTAL 4 9 (1]

Interim Certifications Explanation of "Other" Certification:

Income Decrease 10 INTERIM TO ADD ELDERLY/DISABLED STATUS; THREE
Income Increase 7 INTERIMS TO ADD PROPERTY MANAGEMENT CHANGE;
Household Change 5 TWO INTERIMS TO CHANGE RENEWAL DATE
Owner-Led (rent change) 19 Add medical expense, Adjust Co-hort

Other 8

TOTAL 49

End of Participation / Termination Explanation of "Other" Certification:

Didn’t Complete Annual 1 ONE CLIENT AT FMR FOR SIX MONTHS-EOP

Gave Up Voucher 2

Voucher Expired 0 Tenant passed away, Terminated

Other 4
TOTAL 7




FAMILY SELF-SUFFICIENCY

MONTHLY REPORT
May 2026
HCV PARTICIPANTS
Employment Education/Training Goal Rewards

In Program: 29

Enrolled in GED: 2

Family Wellness. 3

Employed: 20

Enrolled in ESL: 1

Financial Activities: 3

Employment. 3

Unemployed/Furlough: Enrolled in Continuing Ed: FSS Activities: 1
10 5
Medical Leave/ Education Activities Goal Homebuyer Activity.1

Disability or Maternity
Leave: 7

Reward.

Bachelor’s degree.

Education.
Elderly:3

Goal Rewards
New jobs this month: completed: 11

FRANKLIN HEIGHTS PARTICIPANTS

Employment

Education/Training

Goal Rewards

In Program: 63

Enrolled in GED: 1

Family Wellness. 6

Employed: 41

Enrolled in ESL: 1

Financial Activities:13

Employment. 1

Unemployed/Furlough: Enrolled in Continuing  FSS Activities: 3
20 Ed:(5) Education.o
Medical Leave/ Educational Goal Reward: Homebuyer Activities:

Disability or Maternity
Leave: Elderly: 6

2




Employment Education/Training Goal Rewards

New job this month: Total Goal Rewards
completed: 25

Program Highlights

During this reporting period, the Family Self-Sufficiency (FSS) Program continued to coordinate
supportive services, community partnerships, and participant incentives to assist families in
making progress toward their goals of financial stability and long-term self-sufficiency.

In collaboration with Virginia Housing, the FSS Program facilitated a full-day homeownership
education workshop designed to provide participants with information and guidance on the
homebuying process, credit readiness, budgeting, mortgage preparation, and available
homeownership resources. This activity supported the goals related to asset-building, financial
capability, and homeownership readiness.

The FSS Program also coordinated a Mental Health and Wellness Workshop in partnership with
Harrisonburg-Rockingham Community Services Board (HRCSB). The workshop provided
residents with information and resources to support their mental and emotional well-being. This
activity addressed a key barrier to self-sufficiency by helping participants better understand the
importance of mental wellness, stress management, and access to community-based behavioral
health supports.

In addition, FSS staff provided individualized coaching and referrals to help participants address
financial barriers. Two participants were assisted in opening checking accounts after identifying
that the lack of access to basic banking services was affecting their ability to manage household
income and make timely rent payments. This support strengthened participants’ financial
capability and promoted responsible money management.

During the reporting period, the FSS Program issued 36 goals-rewards incentives .The majority
of incentive payments were related to monthly budgeting and financial capability, employment
retention, and completion of homeownership education activities.

The FSS Program also referred to two working families to Way to Go for vehicle repair

assistance to help them maintain reliable transportation, continue reporting to work on time and
safely, and retain employment.

FSS Coordinator:

Jacques Mushagasha & Victoria Hill
June 4, 2026



HRHA Maintenance Report

May-26

'ork orders

Property g;z:lcneg Created Closed
Bridgeport(bport) 0 0
Commerce Vllage II 10 8
Commerce Village Operatinc 6 6
Franklin Heights Operating(f 64 62
IR Polly Lineweaver(jrpl) 35 33
Lineweaver Annex Operating 37 38
Pleasant View(plesview) 1 1
Total 154 149

Unit turns

Opening
Property Balance Created Closed
Commerce Vllage II 0 0
Commerce
Village (cvo)

Franklin Heights Operating(ft
JR Polly Lineweaver(jrpl)
Lineweaver Annex Operatin¢
Total

N P, O, O
=, = O O O

Emergency Work orders Created
Property

Commerce Vllage II

Commerce Village Operating(cvo)
Franklin Heights Operating(fho)

JR Polly Lineweaver(jrpl)
Lineweaver Annex Operating(lao)
Pleasant View
Total

O OO oo oo

units off lin 0

Closing
Balance
0

O OO h~OON

Closing
Balance
0

N O ON O

Closed

O OO O oo oo

Year to Date

Work Orders Created
W.O.
Property created
Bridgeport 1
Commerce Vllage II 34
Commerce Village Operating(cvo) 61
Franklin Heights Operating(fho) 276
JR Polly Lineweaver(jrpl) 143
Lineweaver Annex Operating(lao) 156
Pleasant View(plesview) 6
Total 677
Unit turns
Property
Commerce Vllage II 0
Commerce
Village
(cvo) 0
Franklin Heights Operating(fho) 6
JR Polly Lineweaver(jrpl) 4
Lineweaver Annex Operating(lao) 3
Total 13
Emergency Work orders
Property
Commerce Vllage II 0
Commerce Village Operating(cvo) 0
Franklin Heights Operating(fho) 2
JR Polly Lineweaver(jrpl) 6
Lineweaver Annex Operating(lao) 4
Pleasant View 0
Total 13



HRHA Maintenance Report - cont.

Comments on this month

New Direction Mechanocal completed all HVAC service work for Franklin Hights

Skyline Roofing was called to repair a roof leak at Bridgeport Building. This has been an ongoing issue, but
| think we have finally found the last of the issues.

Contractors used this month:
New Direction Mechanical, LLC
Skyline Roofing



BoxScore Summary

For Selected Properties
Date = 05/01/2026-05/31/2026

Availability
Code Name
Ob1b-JRP JR Polly Lineweaver effici
1blb-FH  Franklin Heights-one bedro
1b1b-JRP JR Polly Lineweaver One be
1bed-CV  Commerce Village
1bed-CV2 Commerce Village Il-one be
lbed-LA  Lineweaver Annex-one bedro
2blb-FH  Franklin Heights-twobedroo
3blb-FH  Franklin Heights-three bed
3b2b-FH  Franklin Heights-three bed
4b2b-FH  Franklin Heights-four bed
5b2b-FH  Franklin Heigths Sbed2bath
waitjrO

Total
Resident Activity
Code Name
0b1b-JRP JR Polly Lineweaver effici
1blb-FH  Franklin Heights-one bedro
1b1b-JRP JR Polly Lineweaver One be
1bed-CV  Commerce Village
1bed-CV2 Commerce Village Il-one be
lbed-LA  Lineweaver Annex-one bedro
2blb-FH  Franklin Heights-twobedroo
3blb-FH  Franklin Heights-three bed
3b2b-FH  Franklin Heights-three bed
4b2b-FH  Franklin Heights-four bed
5b2b-FH  Franklin Heigths Sbed2bath
waitjrO

Total

Conversion Ratios

Avg. Sq Avg. Rent
Ft.

0

896

0

600

0

414
988
977
1,248
1,192
1,680
0

615

Units

47
18
14
30
16
60
38
24
32
13

296

724
56
768
160
82
68
0

0
55
0

0

0
195

Move In

O O O 0O O O O O O o o o o

Units

47
18
14
30
16
60
38
24
32
13
4
0
296

Reverse
Move In

O O O O O O O O O o o o o

Occupied
No Notice

a4
18
14
30
16
59
36
23
32
12
4

0
288

Move Out

W O O O O O Fr OO0 o ooN

Vacant
Rented

0

O O O O O O O o o o o o

Cancel
Move Out

O O O O O O O O o o o o o

First Contact

Vacant
Unrented

3

o O OFr OO Fr, PP OO oo

Notice/Ski
p/Early
Term

2

N O O O OF,r NMODNO O O

Notice
Rented

0

O O O O O O o o o o o o

Cancel
Notice

O O O O O O O o o o o o o

Notice Unrented

N O O O OFr PFPr OO OO o o

Rented

O O O O O O O O o o o o o

Avail

0O O Fr OF NMNPF OO OO W

On-Site
Transfer

O O O O O O O o o o o o o

Model

O O OO O O O O O o o o o

Month To
Month

O O O 0O O O O O O o o o o

Down

O O O O O O O O O o o o o

Renewal

O O O O O O O O O o o o o

Admin

O O O O O O O O o o o o o

Cancel
Move In

O O O O O O O O o o o o o

% Occ

93.61
100.00
100.00
100.00
100.00

98.33

97.36
100.00
100.00

92.30
100.00

0.00

97.97

Evict

O O O O O O O O o o o o o

% Occ
w/NonRev

93.61
100.00
100.00
100.00
100.00

98.33

97.36
100.00
100.00

92.30
100.00

0.00

97.97

Cancel
Eviction

O O O O O O O O o o o o o

% Leased

93.61
100.00
100.00
100.00
100.00

98.33

97.36
100.00
100.00

92.30
100.00

0.00

97.97

% Trend

93.61
100.00
100.00
100.00
100.00

98.33

94.73

95.83
100.00

92.30
100.00

0.00

97.29

Page 1

Thursday, June 11, 2026

09:55 AM



BoxScore Summary

For Selected Properties
Date = 05/01/2026-05/31/2026

Code Name
Not Not Specified
Specified

0b1b-JRP JR Polly Lineweaver effici
1b1lb-FH  Franklin Heights-one bedro
1b1b-JRP JR Polly Lineweaver One be
1bed-CV  Commerce Village
1bed-CV2 Commerce Village Il-one be
lbed-LA  Lineweaver Annex-one bedro
2blb-FH  Franklin Heights-twobedroo
3blb-FH  Franklin Heights-three bed
3b2b-FH  Franklin Heights-three bed
4b2b-FH  Franklin Heights-four bed
5b2b-FH  Franklin Heigths 5bed2bath
waitjro

Total

Calls

o

O O OO O O o oo o o o o

Walk-in

o

O O OO O OO oo o o o o

Email

o

O O OO O OO oo o o o o

Other

o

A O OO OO FL MO OO B o

SMS

o

O O O O O O o o o o o o o

Web

N OO O O OO0 O o0 o0 oo oo

Chat

o

O O OO O O oo o o o o o

Ung. First Contact

o

O O OO O O o o o o o o o

Show

o

O O OO O O oo o o o o o

Applied Approved

o

O O OO OO oo o o o o o

o

O O OO O OO oo o o o o

% Gross
Conv
Ratio

0.00

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

unq.
Shows

0

O O O O O O O o o o o o o

% Qual.
Conv
Ratio

0.00

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

Denied

o

O O OO O O oo o o o o o

Page 2

Cancels Re-Apply % Net
Conv
Ratio

0.00

o
o

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

O O O O O O o oo o o o o
O O OO O OO o0 o o o o o

Thursday, June 11, 2026
09:55 AM



Unit Availability

For Selected Properties
As Of = 05/31/2026
Unit Type

JR Polly Lineweaver effici
Franklin Heights-one bedro
JR Polly Lineweaver One be
Commerce Village
Commerce Village Il-one be
Lineweaver Annex-one bedro
Franklin Heights-twobedroo
Franklin Heights-three bed
Franklin Heights-three bed
Franklin Heights-four bed
Franklin Heigths 5bed2bath

Total

Avg.
Sq Ft

896

600

414
988
977
1,248
1,192
1,680

615

Avg.
Rent
724
56
768
160
82
68

0

0

55

0

0

0
195

Units

47
18
14
30
16
60
38
24
32
13
4
0
296

Occupied
No Notice

44
18
14
30
16
59
36
23
32
12
4
0
288

Vacant
Rented

o

O O O O O O O o o o o o

Vacant
Unrented

w

o O Ok OO Fr kPP OO oo

Notice
Rented

o

O O OO O O O o o o o o

Notice
Unrented

o

N O O O OFr PFPr OO O o Oo

Avail

0O OFr OF NPF OOOO W

Model

O O O O O O O O o o o oo

Down

O O O O O O O o o o o o o

Admin

O O O O OO O O o o o o o

% Occ

93.62
100.00
100.00
100.00
100.00

98.33

97.37
100.00
100.00

92.31
100.00

0.00

97.97

% Occ
w/NonRev

93.62
100.00
100.00
100.00
100.00

98.33

97.37
100.00
100.00

92.31
100.00

0.00

97.97

% Leased

93.62
100.00
100.00
100.00
100.00

98.33

97.37
100.00
100.00

92.31
100.00

0.00

97.97

Page 1

% Trend

93.62
100.00
100.00
100.00
100.00

98.33

94.74

95.83
100.00

92.31
100.00

0.00

97.30

Thursday, June 11, 2026

09:56 AM



Commerce Village Program Management Summary Report

Month of: MAY 2026
1. Occupancy as of 05-31-2026

VASH HCV Total

# of Leased Units 15 15 30
# of Move Ins 0 0 0
Empty units 0 0 0

# of Evictions 0 0 0
# of Unlawful Detainers Filed 0 0 0

2. Current Tenant Accounts Receivable
Current Total Owed
Delinquent Accounts 0-30 days 31-60 days | 61-90 days | 90+ days
1,899.00 178.06 0.00 0

Current Month Rent/HAP | $23,520.00
Charged
Amount Collected $21,473.00
(Rent/HAP)
Late Fees Applied $204
Late Fee Amount Billed $204

Comment on accomplishments and/or challenges experienced during the month.
ARC 3" Wednesday food pantry for residents

Food pantry delivering boxed to veterans housed.

Verona food pantry to start delivering vegetables at ARC.

Vine and Fig deliver fresh vegetables every Tuesday.

I hereby certify the above information is true and complete to the best of my knowledge.

Signed: - Lowittr Sovrriir Date: 05-31-2026



Commerce Village II Program Management Summary Report

Month of: MAY 2026
1. Occupancy as of 05-31-2026

VASH HCV Total

# of Leased Units 8 8 16
# of Move Ins 0 0 0
Empty units 0 0 0

# of Evictions 0 0 0
# of Unlawful Detainers Filed 0 0 0

2. Current Tenant Accounts Receivable
Current Total Owed
Delinquent Accounts 0-30 days 31-60 days | 61-90 days | 90+ days
1,411.00 1,511.00 44.00 0

Current Month Rent/HAP | $20,976
Charged
Amount Collected $19.917
(Rent/HAP)
Late Fees Applied 136
Late Fee Amount Billed 136

Comment on accomplishments and/or challenges experienced during the month
Resident in process of eviction with outstanding balance of $3,181.00 writ has been filed
Food pantry delivering boxed to veterans housed

Ving and Fig delivering fresh vegetables on Tuesdays

I hereby certify the above information is true and complete to the best of my knowledge.

Signed: - Awtr Sotir Date: 05-31-2026



Franklin Heights Program Management Summary Report

Month of: May 2026

1. Occupancy (as of the last day of the month)

1 bdrm | 2 bdrms 3bdrms | 4 bdrms | 5 bdrms Total

# of Leased Units 17 36 56 12 4 126

# of Move Ins 1 1

# of Move Outs 2

# of Evictions
# of Unlawful Detainers | 1
Filed
2. Current Tenant Accounts Receivable
Current Total Owed $113,106.70
Delinquent Accounts 0-30 days | 31-60 days 61-90 days 90+ days
12,507.78 | 5,153.07 1,224.74 94.221.11

Current Month Rent/HAP charged | $202,693.00
Amount Collected (Rent/HAP) $204,489.58
Late Fees Applied (date) 5/13/2026
Late Fee Amount Billed (amount) | $1334.00

3. Comment on accomplishments and/or challenges experienced during the month.

May.

*working on getting tenants to pay rent on time

*trash and clutter on porches is still an ongoing issue

e Working on housekeeping issues with a few tenants

*sent out the Summer newsletter with reminders about kids playing outside

*scheduling gutters clean out for some of the units. Weather did affect this getting finished in

I hereby certify the above information is true and complete to the best of my knowledge.

Signed: Chrigta Good

Date:  6/5/26




JR Polly Lineweaver Program Management Summary Report

Month of: May 2026

1. Occupancy (as of the last day of the month)

Efficiencies 1 Bedroom Total

# of Leased Units 43 14 57
# of Move Ins 0 0 0
# of Move Outs 2 0 2

# of Evictions 1 0 1
# of Unlawful Detainers | O 0 0
Filed

2. Tenant Accounts Receivable
Current Total Owed $13,666.61
Delinquent Accounts 0-30 days | 31-60 days | 61-90 days | 90+ days
$1,263.27 | $1,263.77 $205.35 $10,934.22

Current Month Rent/HAP
Charged $43,487.27
Amount Collected $43 28200
(Rent/HAP) ’
Late Fees Applied (date) 5/8/2026
Late Fee Amount Billed $192.50
(amount)

3. Comment on accomplishments and/or challenges experienced during the month.
In May, the intern class at Strength in Peers had an event at Lineweaver for the

tenants. Free haircuts, a free 'yardsale', raffles, and hotdogs were available for
anyone interested. Those that attended, enjoyed the event.

I hereby certify the above information is true and complete to the best of my knowledge.

Signed: Natali %ﬁggm Date: 06/05/2026



Lineweaver Annex Program Management Summary Report

Month of: May 2026

1. Occupancy (as of the last day of the month)

1 Bedroom

# of Leased Units 59
# of Move Ins 2
# of Move Outs 0

# of Evictions 0
# of Unlawful Detainers Filed 2

2. Current Tenant Accounts Receivable
Current Total Owed $32,671.40
Delinquent Accounts 0-30 days 31-60 days | 61-90 days | 90+ days
$2,474.56 $709.00 $120.00 $29,367.84

gﬁgrregl;td Month Rent/HAP §77.045.00
Amount Collected $78,499.00
(Rent/HAP)
Late Fees Applied (date) 5/8/2026
Late Fees Applied (amount) | $89.00

3. Comment on accomplishments and/or challenges experienced during the month

In May, the intern class at Strength in Peers had an event at Lineweaver for the tenants.
Free haircuts, a free 'yardsale', raffles, and hotdogs were available for anyone interested.
Those that attended, enjoyed the event.

I hereby certify the above information is true and complete to the best of my knowledge.

Signed: Natzalea Qﬁ/ﬁm Date: 06/05/2026
v



HRHA Quarterly Grant and Fundraising Report
June 2026

Grant highlight — Corporate and family foundations

Private family foundations and companies with operations in Virginia or our region are
potential funding sources. Usually they have one or two grant cycles per year, and
sometimes limit applications for each cycle to certain needs. There is high demand for
these limited resources, so we never know the odds of receiving funding. We definitely
won’t get funding if we don’t swing the bat. The applications are not burdensome to write,
so we try for them as time allows between our federal and state applications and reporting.
If we are not funded, we can keep reapplying for the same or other needs. For most of
these, if we are funded we cannot apply again for three years.

Second Quarter 2026 grants and fundraising activities:

Grants received:
Multifamily Service Coordinator funding from HUD - $85,168 (annual)

Dominion Energy Charitable Foundation - $2,500 for Fresh Veggie Series

Virginia Housing - $5,000 for capacity building, used to cover staff VAHCDO meeting costs
Grants received YTD: $2,350,920

Grants applied for, waiting to hear:

Congressional Appropriations - $2 million for Bluestone Town Center Multifamily Phase |
(applied April 2026)

Private family foundation - $20,000 for Court Square Theater (applied April 2026)

Private family foundation - $10,000 to cover Fresh Veggie Series costs (applied April 2026)

City of Harrisonburg for Court Square Theater operations - $30,000 (applied January 2026)
Anticipate receiving $3,000. No official confirmation.



The Community Foundation for skilled career training - $25,500 — no funds yet received.
Potential for donations from donor-advised funds all year. (applied August 2025)

Grants denied:
One private Virginia foundation - $10,000 to cover Fresh Veggie Series costs (applied
Jan/Feb 2026)

Fundraising:
Great Community Give — Wednesday, April 22 6am to 8pm. Goal is $5,000 for Court Square
Theater. Total raised was $3,423.

Kim Haines
Community Development and Grant Coordinator



Harrisonburg Redevelopment & Housing Authority Report

Financial Report as of May 31, 2026

LOCAL COMMUNITY DEVELOPMENT

Cash: First Bank & Trust-Operating Funds
Total
AR Due from:
JR Polly Lineweaver Apartments
Housing Choice Voucher Program
Commerce Village, LLC
Commerce Village II
Franklin Heights, LLC-Operating/Debt Servicing
Commerce Village II-Construction Costs
Glen's Fair Price/JRL/LAO
EPHO
HOUSING CHOICE VOUCHER PROGRAM
Cash: Truist-Checking Account
Total
J.R. POLLY LINEWEAVER APARTMENTS
Cash: United Bank-Checking Account
Total
COMMERCE VILLAGE 11
Cash: Bank of the James-Checking Account
Bank of the James-Money Market Account
Total
ALL PROGRAMS-FH, LW, JRL, CVO, CVO2
Cash: United Bank-Security Deposit Account
COMPONENT UNITS
Franklin Heights, LLC
Cash: United Bank-Checking Account
United Bank-Money Market Account
United Bank-CD
Total
Commerce Village, LLC
Cash: First Bank & Trust
Virginia Housing-Replacement Reserve Account
Truist-Operating Reseve Account
Total
Grand Total

$340,667.22
$4,977.91
$1,777.25
$1,512.83
$10,531.16
$132,030.59
$191,555.39
$253,957.92
$937,010.27

$107,688.83

$107,688.83

$146,859.34

$146,859.34

$6,327.00
$6,327.00
$25,224.81
$190.17

$25,414.98

$275,888.50

$136,494.83
$503,644.66
$500,000.00
$1,140,139.49
$203,109.78
$93,146.90
$134,423.30
$430,679.98

$2,132,998.12



Harrisonburg Redevelopment & Housing Authority Report

YTD Financial Report as of May 2026

LOCAL COMMUNITY DEVELOPMENT
First Bank & Trust

HOUSING CHOICE VOUCHER PROGRAM
Truist-Checking

J.R. POLLY LINEWEAVER APARTMENTS
United Bank-Checking

COMMERCE VILLAGE II

Bank of the James-Checking
Bank of the James-MMkt

ALL PROGRAMS-FH, LW, JRL, CVO
United Bank-Security Dep.

COMPONENT UNITS

Franklin Heights, LLC
United Bank-Checking
United Bank-Money Market
United Bank-CD

Commerce Village LLC
First Bank & Trust
VA Housing-Repl Reserve
Truist-Operating Reserve

Total

Cash Balance
as of 1/31

$51,542.34

$285,817.62

$47,513.57

$21,334.89
$143.54

$248,550.33

$183,197.19
$301,471.63
$300,000.00

$224,901.20
$89,041.66
$134,200.52

$1,887,714.49

Cash Balance
as of 2/28

$41,067.42

$162,040.24

$14,543.91

$31,629.76
$117,359.84

$254,512.60

$274,430.88
$301,816.21
$302,798.57

$314,530.61
$90,074.98
$134,252.00

$2,039,057.02

Cash Balance
as of 3/31

$219,850.98

$123,226.43

$19,913.83

$31,629.76
$189.86

$266,472.11

$117,468.29
$502,271.64
$302,798.57

$219,398.03
$91,075.58
$134,309.02

$2,028,604.10

Cash Balance
as of 4/30

$133,604.88

$141,066.90

$2,385.68

$31,953.93
$190.02

$273,252.17

$177,526.81
$502,886.75
$305,561.83

$214,696.56
$92,110.83
$134,364.23

$2,009,600.59

Cash Balance
as of 5/31

$107,688.83

$146,859.34

$6,327.00

$25,224.81
$190.17

$275,888.50

$136,494.83
$503,644.66
$500,000.00

$203,109.78
$93,146.90
$134,423.30

$2,132,998.12
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