NOVOGRADAC February 2023 + Volume XIV ¢ Issue Il

Journal of Tax Credits. =~

rcProperty

)

\ g

LIHTC ¢
Compliance

ISSUE

Understanding the Available Unit Rule Completing Retroactive
with the LIHTC Average Income Test Low-Income Certifications for
Property owners, managers need to understand Future LIHTC Compliance
complexities of available unit rule with average Find out how to navigate retroactive
income tes. low-income certifications to mitigate a
Page 31 reduction in a building’s qualified basis.

Page 38

Determining Gift
Answering IRS Form 8609 Line 8b, Income: Relationships and
Multiple Building Election Frequency are Key Issues
Learn how a multiple-building election Learn how to determine gift
affects the minimum set-aside, unit income under IRS Guide for
transfers and other compliance issues. Completing Form 8823.
Page 35 Page 42

Insights on Affordable Housing, Community Development, Historic Preservation and Renewable Energy



o
T
o
®)
)
_|
-
<
-
<
N
®)
Z
m
n

°
N

ccoc Aleniga4 € WOD'0OO0NOU'MMM

29 West Stacks Possibilities
In Multiple Opportunity Zones

in Arizona

NICK DECICCO, SENIOR WRITER, NOVOGRADAC

In a former coal-fired power plant on Navajo land in northern Arizona, an innovative

solution to developing housing is being constructed. Inside the facility, ZenniHome

is manufacturing apartments that will become homes to residents nearly 300 miles

south in Mesa, Arizona.

Spearheading the development to be known as
29 West is Caliber, a vertically integrated asset
management firm based in Scottsdale, Arizona, that
owns the land in Mesa and is using its own qualified
opportunity fund (QOF) investment in an opportunity
zone (0Z) to do so.

Building the homes offsite allows Caliber to eschew

one continuous construction schedule, instead forking

the process into two parallel timelines to quicken
development. This allows Caliber to prepare the site in
Mesa while ZenniHome simultaneously manufactures
the apartments near Page, Arizona. ZenniHome
refers to this concept as its “ZenCity” solution for

multifamily developments.

Image: Courtesy of Caliber

An artist’s rendering depicts the future 29 West apartments in Mesa,
Arizona. The capital stack includes a $3.2 million qualified opportunity
fund investment from Caliber, which is developing the apartments with
modular home manufacturer ZenniHome.



“To give you an idea, were building 144 units in
downtown Mesa, Second Avenue Commons,” said
Michael Pells, project manager for Caliber. “That is a
24-month process from start to finish. We're going to
do ZenCity in 14 months from start to finish. Right
there, you're saving yourself 10 months of heads in
beds. Our investors are getting a better bang for their

buck on that investment.”

Setting the Table

Upon completion, 29 West in Mesa will be a
90-apartment property. 29 West will comprise two,
five-story midrise buildings in downtown Mesa,
sitting atop an existing basement and ground-level
commercial area. Nearby members of the Arizona
State University students and faculty are anticipated to

be a potential pool for residents.

“We're targeting the new generation of living,” Pells
said. “Right now, I feel like we are out ahead of the
transition and were going to be first to put that
product into fruition. We're super, super excited for

this joint venture.”

The future 29 West is part of a 10-locale batch of
properties purchased or added to its holdings by
Caliber beginning in 2017. Caliber focuses primarily
on sites in the American southwest and Rocky
Mountain region. Caliber picked up several properties
along Mesa’s Main Street corridor. Pells said Caliber
held some of the sites prior to the inception of the OZ

incentive.

“This is right on Main Street in Mesa,” said Wren
Martin, vice president of construction management
for Caliber. “It’s right in the very center of town. The
units have this coolness factor, somebody who is
looking for a hip place to live in downtown that’s super

accessible.”

Martin said that the units are designed with moving
walls to make the space as functional and practical

as possible.

“We think it’s a big niche that’s going to be in high

demand,” Martin said.

Pells said Caliber is hoping to start work this summer
with a completion date in late summer or early
fall of 2024.

“I feel that the final end product, I can’t wait for that
just due to the exposure that Caliber has on Main
Street, the potential for, again, taking this product
and multiplying it times 10 or 15 in other parts of the
state or country,” Pells said. “Honestly, I think that
the need is what we’re excited about. We're providing
need for a housing shortage everyone’s stumbling on
right now. We can provide 90 units where they don’t
have the kind of livable space on Main Street. ... With
the growth of downtown Mesa, we couldn’t ask for

better timing.”

Scott Mills, director of tax for Caliber, said Mesa is
on the upswing after a slowdown period. “I know that
Mesa was one of the bigger suburbs of Phoenix 30-to-
40 years ago,” Mills said. “It’s been slowly on decline
and taken over by other up and coming cities around
here over the past few decades, so it’s good to see the

downtown thriving.”

Forging a Fresh Path

ZenniHome is the brainchild of Bob Worsley, founder
of SkyMall and a former three-term member of
the Arizona state senate from 2013 to 2019. Since
leaving office, Worsley has sought to bring the sort
of innovation to housing production that shakes the
status quo in a manner similar to how rideshare

service apps changed ground transportation.

“We've seen disruptions to a variety of industries, but
not to the housing industry,” said Kenna Hettinger,

marketing operations manager for ZenniHome.

Worsley’s goals with ZenniHome, which he founded
in 2019, are to make homes sustainable and efficient.
By producing them offsite in the former Navajo power
facility, the vagaries of Arizona weather such as winter

snows and scorching summertime heat are minimized.

ZenniHome produces two types of home: the

640-square-foot, two-bedroom Citizen and

320-square-foot studio Denizen models. The steel
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frame of the apartments is built to the dimensions of
shipping containers to ease transportation via boat,
train or other conveyance. Hettinger said ZenniHome
aims to provide solutions to developers looking to
build multifamily high rises, low rises and midrises
due to the flexibility and stack-ability of the model.

The apartments can be stacked up to five stories high,
hooking together vertically and horizontally with
bolt boxes built into the corner and central support
columns. Martin and Pells said once theyre affixed
via tower crane, it’s a matter of connecting it to the
support systems Caliber will have in place such as

electrical, plumbing and more.

“We build homes and send them to someone like
Caliber,” Hettinger said. “We would love to see

ZenCities across the nation.”

Hettinger said the homes are built to be delivered
based on a development’s requirements. In the case
of 29 West, Pells said that will likely be in batches to

minimize crane costs.

Hettinger said a foundational concept for the homes
and the company is bringing Zen into these spaces for

residents to maximize space and comfortability.

“There’s so much space in a home that doesn’t get
used,” Hettinger said. “These homes are trying to
bring Zen. Theyre using a smaller space. Theyre
designed to feel beautiful, to feel luxurious and to
utilize space well so you can spend time on the things

that matter most to you.”

Turn the Page

ZenniHome’s production of apartments for 29 West
includes the facility on the Navajo reservation just
east of Page. The area previously hosted a coal mine
and factory, which are also located in an OZ. The
plant concluded commercial generation in 2019 and
its trio of distinct smokestacks visible in the Arizona
skyline came down in 2020. The closure of the plant
had a deep impact on Page and the Navajo reservation,

curbing more than 750 jobs.

“It left a real hole in the community,” said Hettinger,
who moved to the area in 2021. “Those smokestacks
represented a huge part of the economy. It was a hard

thing that hit Page and the reservation.”

Hettinger said being in Page gives her the ability to
contextualize the scope of ZenniHome’s efforts on

multiple levels.

“ZenniHome made a big difference to Page,” Hettinger
said. “Were employing Navajo people, the Diné. I
think what Bob Worsley is trying to do with homes, I
think it will change how people live and how people
buy homes. But also, on a small scale, the impact
in Page is incredible to see. It’s really cool to see the

macro and micro impacts.”

Financing

Due to ongoing market issues, Caliber said its costs
for 29 West are in flux. Mills said the total invested
thus far is $8 million. The capital stack includes a $3.2

million QOF investment from Caliber.

“Everything that has been financed has been through
equity,” Mills said. “There’s no construction or
property debt on ZenniHome or on that specific

building. It’s all been equity investment.”

Mills said ZenniHome and outside investors have

comprised the other $4.8 million financed thus far.

Martin said that ZenniHome is a great example of the
benefits of the OZ initiative, that it provides several
levels of benefits for Caliber and ZenniHome as well as

the communities in Mesa and Page.

“It’s a marriage when you consider opportunity zones
financing was designed to give an economic boost to
areas that need it,” Martin said. “There’s a product
that’s modular, built in a factory, in a community
that has an economic need. It will create new jobs
and supplemental businesses, new small business to
support the factory. Ship down and put in those units
in an opportunity zone and it’s still affordable housing.
It hits every point of what the opportunity zone is and

”» @,

what it was created for.” $
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This article first appeared in the February 2023 issue of the Novogradac Journal of Tax Credits. Reproduction of this publication
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Notice pursuant to IRS regulations: Any discussion of U.S. federal or state tax issues contained in this article is not intended to
be used, and cannot be used, by any taxpayer for the purpose of avoiding penalties under the Internal Revenue Code; nor is any
such advice intended to be used to support the promotion or marketing of a transaction. Any discussion on tax issues reflected
in the article are not intended to be construed as tax advice or to create an accountant-client relationship between the reader
and Novogradac & Company LLP and/or the author(s) of the article, and should not be relied upon by readers since tax results
depend on the particular circumstances of each taxpayer. Readers should consult a competent tax advisor before pursuing
any tax savings strategies. Any opinions or conclusions expressed by the author(s) should not be construed as opinions or
conclusions of Novogradac & Company LLP.

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

o
T
o
®)
)
b |
C
<
-
<
N
®)
Z
m
n

€20z Alenigqa4 ¢ SHpalD Xel Jo [euinor oepeiBoAON

o1

o



S BR/Z

e "PK)ﬂDGRADAC®

O

@
EDITORIAL BOARD ADVISORY BOARD
PUBLISHER OPPORTUNITY ZONES
Michael J. Novogradac, CPA Dan Altman SIDLEY AUSTIN LLP

Glenn A. Graff APPLEGATE & THORNE-THOMSEN
EDITORIAL DIRECTOR Jill Homan JAVELIN 19 INVESTMENTS
Alex Ruiz Shay Hawkins OPPORTUNITY FUNDS ASSOCIATION

TECHNICAL EDITORS

Thomas Boccia, CPA
Chris Key, CPA
Diana Letsinger, CPA

Matt Meeker, CPA
John Sciarretti, CPA
Stacey Stewart, CPA

COPY

SENIOR EDITOR

Brad Stanhope

SENIOR MARKETING MANAGER
Teresa Garcia

LOW-INCOME HOUSING TAX CREDITS

Jim Campbell SOMERSET DEVELOPMENT COMPANY LLC
Tom Dixon LUMENT

Richard Gerwitz CITICOMMUNITY CAPITAL
Elizabeth Bland Glynn  travoisinc.

Rochelle Lento DYKEMA GOSSETT PLLC

John Lisella lll U.S. BANCORP COMMUNITY DEV. CORP.

Derrick Lovett MBD COMMUNITY HOUSING CORP.

Rob Wasserman HUNTINGTON NATIONAL BANK.
SENIOR COPY EDITOR SENIOR WRITER PROPERTY COMPLIANCE
Mark O’Meara Nick DeCicco Jen Brewerton DOMINIUM

Kristen Han WNC
CONTRIBUTING WRITERS Michael Kotin KAY KAY REALTY CORP.

Dan Emerman
Cindy Hamilton
Brian D. Hern
Bianca Holliman
Carolyn Magill

ART

CREATIVE DIRECTOR
Alexandra Louie

GRAPHIC DESIGNER
Brandon Yoder

Stephan Morgan
Stephanie Naquin
Amanda Read
Ruth Sparrow,
Michael K. Wong

HOUSING AND URBAN DEVELOPMENT
Victor Cirilo
Flynann Janisse
Ray Landry
Denise Muha
Monica Sussman

NEWARK HOUSING AUTHORITY

RAINBOW HOUSING

DAVIS-PENN MORTGAGE CO.

NATIONAL LEASED HOUSING ASSOCIATION
NIXON PEABODY LLP

NEW MARKETS TAX CREDITS

Frank Altman COMMUNITY REINVESTMENT FUND
Maria Bustria-Glickman ussank

Elaine DiPietro BLOOMING VENTURES LLC

Chimeka Gladney ENTERPRISE COMMUNITY INVESTMENT INC.
Tracey Gunn Lowell
Ruth Sparrow

U.S. BANCORP COMMUNITY DEV. CORP.
FUTURES UNLIMITED LAW PC

CONTACT William Turner WELLS FARGO
CORRESPONDENCE AND EDITORIAL SUBMISSIONS ~ ADVERTISING INQUIRIES
Teresa Garcia Christianna Cohen H'_STORIC TAX CREDITS

Irvin Henderson HENDERSON & COMPANY

teresa.garcia@novoco.com
925.949.4232

christianna.cohen@novoco.com
925.949.4216

Heather Buthe
Donna Rodney
Cindy Hamilton

NATIONAL TRUST COMMUNITY INVESTMENT CORP.
ENTERPRISE COMMUNITY INVESTMENTS
HERITAGE CONSULTING GROUP

ALL MATERIAL IN THIS PUBLICATION IS FOR INFORMATIONAL PURPOSES ONLY AND SHOULD NOT BE
CONSTRUED AS PROFESSIONAL ADVICE OFFERED BY NOVOGRADAC OR BY ANY CONTRIBUTORS TO THIS
PUBLICATION.

RENEWABLE ENERGY TAX CREDITS

ADVICE AND INTERPRETATION REGARDING THE LOW-INCOME HOUSING TAX CREDIT OR ANY OTHER Jim Howard DUDLEY VENTURES
MATERIAL COVERED IN THIS PUBLICATION CAN ONLY BE OBTAINED FROM YOUR TAX AND/OR LEGAL B .
ADVISOR. Elizabeth Kaiga DNV GL

Forrest Milder

NIXON PEABODY LLP

© Novogradac 2023 All rights reserved.
ISSN 2152-646X
Reproduction of this publication in whole or in part in any form without
written permission from the publisher is prohibited by law.

<
2
2
5
S
<
o
O
O
O
o
3
*
-
®
o
C
Q)
<
N
)
N
w

°
(&)



