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Independent Auditor's Report

To the Board of Trustees
Enterprise Community Partners, Inc.

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Enterprise Community Partners, Inc.
("Partners") and its Subsidiaries and Affiliates, which comprise the consolidated statements of financial
position as of December 31, 2022 and 2021, and the related consolidated statements of activities,
functional expenses, changes in net assets, and cash flows for the years then ended, and the related
notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates as of
December 31, 2022 and 2021, and the change in their net assets and their cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America ("GAAS") and the standards applicable to financial statements contained in Government
Auditing Standards, issued by the Comptroller General of the United States. 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 Enterprise Community Partners,
Inc. and its Subsidiaries and Affiliates, and to meet our other ethical responsibilities, in accordance with
the relevant ethical requirements relating to our audits. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion. The financial statements of
certain subsidiaries and affiliates were not audited in accordance with Government Auditing Standards
and accordingly, this report does not include reporting on internal control over financial reporting or
instances of reportable noncompliance associated with these subsidiaries and affiliates.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated 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 consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there
are conditions or events, considered in the aggregate, that raise substantial doubt about Enterprise
Community Partners, Inc. and its Subsidiaries and Affiliates' ability to continue as a going concern for
one year after the date that the consolidated financial statements are issued.
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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 GAAS and
Government 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 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 consolidated
financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the consolidated 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 consolidated 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 Enterprise Community Partners, Inc. and its Subsidiaries and
Affiliates' 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
consolidated financial statements.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Enterprise Community Partners, Inc. and its Subsidiaries and
Affiliates' 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.

Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements
as a whole. The supplementary consolidating information is presented for purposes of additional analysis
and is not a required part of the consolidated 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 consolidated financial statements. The information has been subjected to the auditing
procedures applied in the audit of the consolidated financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the consolidated financial statements or to the consolidated 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 consolidated financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 28, 2023
on our consideration of Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates’ internal
control over financial reporting and on our tests of compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is solely to describe the
scope of our testing of internal control over reporting and compliance and the results of that testing, and
not to provide an opinion on the effectiveness of Enterprise Community Partners and its Subsidiaries and
Affiliates’ internal control over financial reporting and on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering Enterprise
Community Partners, Inc. and its Subsidiaries and Affiliates internal control over financial reporting and
on compliance.

Bethesda, Maryland
April 28, 2023



Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates

Consolidated Statements of Financial Position

December 31, 2022 and 2021
($ in thousands)

Assets

Cash and cash equivalents

Restricted cash and cash equivalents
Contributions receivable, net

Accounts and other receivables, net
Mortgage loans held for sale

Derivative assets

Assets held for sale

Investments in unconsolidated partnerships
Prepaid expenses and other assets, net
Loans and notes receivable, net
Investments

Restricted investments

Mortgage servicing rights, net

Property and equipment, net

Lease right-of-use assets

Intangible assets, net

Goodwill

Total assets

Liabilities and Net Assets

Liabilities
Accounts payable and accrued expenses
Grants payable
Funds held for others
Derivative liabilities
Indebtedness
Capital contributions payable
Deferred tax liabilities, net
Deferred revenue
Losses in excess of investments in unconsolidated partnerships
Allowance for loan loss sharing
Lease liabilities
Other liabilities

Total liabilities

Commitments and contingencies

Net assets
Net assets without donor restrictions
Net assets without donor restrictions - noncontrolling interest
Net assets with donor restrictions

Total net assets

Total liabilities and net assets

2022 2021
177,514 $ 181,217
174,441 187,779

38,749 53,020
159,399 169,685
85,082 818,531
119,481 44,670
- 13,385
284,703 242,941
20,487 15,102
348,409 297,032
56,822 1,003
35,712 41,669
197,581 171,401
236,162 135,514
45,374 -
19,388 19,267
23,642 11,543
$ 2,022,946 $ 2,403,759
$ 81,273 $ 88,643
5,914 49,777
21,070 14,006
104,395 30,700
651,230 1,215,286
209,267 180,056
23,132 22,271
11,281 7,598
1,469 1,210
35,962 29,479
51,805 -
3,936 3,852

1,200,734 1,642,878
498,708 449,747
150,971 139,645
172,533 171,489
822,212 760,881

$ 2,022,946 $ 2,403,759

See Notes to Consolidated Financial Statements.



Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates

Consolidated Statements of Activities
Years Ended December 31, 2022 and 2021

($ in thousands)

2022 2021
Without With Without With
Donor Donor Donor Donor
Restrictions Restrictions Total Restrictions Restrictions Total
Revenue and support
Gains from mortgage banking activities $ 162,739 $ - $ 162,739 $ 183,183 $ - 183,183
Contributions 4,383 78,652 83,035 1,578 102,192 103,770
Syndication fees 63,002 - 63,002 61,940 - 61,940
Interest income 43,084 - 43,084 28,156 - 28,156
Loan servicing fees 42,518 - 42,518 34,354 - 34,354
Asset management fees 33,190 - 33,190 31,911 - 31,911
Rental income 29,873 - 29,873 15,351 - 15,351
Property management fees and reimbursed costs 23,680 - 23,680 26,908 - 26,908
Grants and contracts 17,530 5,235 22,765 17,763 4,373 22,136
Development fees 6,992 - 6,992 6,643 - 6,643
Advisory services and other fees 3,903 - 3,903 3,041 - 3,041
Investment income 693 410 1,103 104 441 545
Other revenue 14,751 - 14,751 16,669 - 16,669
446,338 84,297 530,635 427,601 107,006 534,607
Net assets released from restrictions 78,671 (78,671) - 104,067 (104,067) -
Total revenue and support 525,009 5,626 530,635 531,668 2,939 534,607
Expenses
Program activities 431,577 - 431,577 417,366 - 417,366
Management and general 20,259 - 20,259 16,335 - 16,335
Fundraising 6,455 - 6,455 5,762 - 5,762
Total expenses 458,291 - 458,291 439,463 - 439,463
Excess (deficiency) of revenue and support
over expenses from operations 66,718 5,626 72,344 92,205 2,939 95,144
Gain on dispositions of property and equipment 15,724 - 15,724 - - -
Net realized and unrealized (loss) gain on investments (331) (4,582) (4,913) 12 3,128 3,140
Impairment (627) - (627) (599) - (599)
Equity in net income from unconsolidated partnerships 7,385 - 7,385 6,545 - 6,545
Change in net assets before income taxes 88,869 1,044 89,913 98,163 6,067 104,230
Income tax expense 7,162 - 7,162 9,171 - 9,171
Change in net assets 81,707 1,044 82,751 88,992 6,067 95,059
Change in net assets, noncontrolling interest (33,139) - (33,139) (43,124) - (43,124)
Change in net assets, controlling interest $ 48,568 $ 1,044 $ 49,612 $ 45,868 $ 6,067 51,935

See Notes to Consolidated Financial Statements.



Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates

Consolidated Statements of Functional Expenses
Years Ended December 31, 2022 and 2021

($ in thousands)

2022 2021
Program Management Program Management
Expenses Activities and General Fundraising Total Activities and General Fundraising Total

Salaries and employee benefits $ 254,436 $ 13,568 $ 4,393 $ 272,397 $ 239,157 $ 11,427 $ 4,191 $ 254,775
Grants 44,797 - - 44,797 85,593 - - 85,593
Occupancy 28,077 1,468 260 29,805 20,339 876 242 21,457
Professional and contract services 23,501 2,208 803 26,512 15,475 1,558 559 17,592
Interest expense 25,819 138 - 25,957 16,734 64 - 16,798
General operating expenses 19,907 1,377 194 21,478 19,018 1,629 509 21,156
Depreciation and amortization expense 15,161 821 56 16,038 10,689 607 93 11,389
Provision for loan losses and bad debt expense 11,825 - - 11,825 7,251 - - 7,251
Travel and related costs 5,139 241 119 5,499 2,262 110 7 2,379
Marketing expenses 2,004 198 288 2,490 695 56 159 910
Meetings and conferences 911 240 342 1,493 153 8 2 163

$ 431,577 $ 20,259 $ 6,455 $ 458,291 $ 417,366 $ 16,335 $ 5,762 $ 439,463

See Notes to Consolidated Financial Statements.



Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates

Consolidated Statements of Changes in Net Assets
Years Ended December 31, 2022 and 2021

($ in thousands)

Without Donor Restrictions

Controlling Noncontrolling With Donor Consolidated Net
Interest Interest Total Restrictions Assets
Balance, December 31, 2020 $ 402,409 $ 112,771 $ 515,180 $ 165,422 $ 680,602
Contributions - 1,085 1,085 - 1,085
Distributions - (15,645) (15,645) - (15,645)
Redemption of noncontrolling member's interest - (595) (595) - (595)
Reallocation of interests to reflect ownership share 1,470 (1,470) - - -
Noncontrolling interest brought on in consolidation - 375 375 - 375
Change in net assets 45,868 43,124 88,992 6,067 95,059
Balance, December 31, 2021 449,747 139,645 589,392 171,489 760,881
Contributions - 12,314 12,314 - 12,314
Distributions - (25,167) (25,167) - (25,167)
Redemption of noncontrolling member's interest - (8,567) (8,567) - (8,567)
Reallocation of interests to reflect ownership share 393 (393) - - -
Change in net assets 48,568 33,139 81,707 1,044 82,751
Balance, December 31, 2022 $ 498,708 $ 150,971 $ 649,679 $ 172,533 $ 822,212

See Notes to Consolidated Financial Statements.



Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates

Consolidated Statements of Cash Flows
Years Ended December 31, 2022 and 2021

($ in thousands)

2022 2021

Cash flows from operating activities
Changes in net assets $ 82,751 $ 95,059
Adjustments to reconcile changes in net assets to net cash provided by
(used in) operating activities

Depreciation and amortization expense 16,038 11,389
Amortization of debt issuance costs 954 817
Impairment expense 627 599
Gain on dispositions of property and equipment (15,724) -
Bad debt expense 3,073 1,460
Provision for loan losses 8,752 5,791
Conversion of loan payable to grant with donor restrictions (3,000) -
Changes in operating lease right-of-use asset and liability, net 6,431 -
Net realized and unrealized gain investments 4,913 (3,140)
Equity in net income from unconsolidated partnerships (7,385) (6,545)
Deferred tax expense 861 3,163
Origination of mortgage servicing rights (43,100) (63,711)
Amortization of mortgage servicing rights 34,540 24,719
Origination of mortgages held for sale (3,566,970) (4,032,639)
Proceeds from sales of loans to third parties 4,285,819 3,569,698
Decreases (increases) in assets
Contributions receivable, net 14,271 (38,072)
Accounts and other receivables, net 7,202 (47,451)
Loans and notes receivable, net (1,527) (1,930)
Derivative assets (74,811) (16,400)
Investments in unconsolidated partnerships (19,519) (5,120)
Prepaid expenses and other assets (5,181) (959)
(Decreases) increases in liabilities
Accounts payable, accrued expenses, and other liabilities (15,922) 14,964
Grants payable (43,863) 1,553
Funds held for others 6,912 (4,986)
Deferred tax liabilities, net - 25
Derivative liabilities 73,567 17,569
Indebtedness (38) (508)
Net cash provided by (used in) operating activities 749,671 (474,655)
Cash flows from investing activities
Advances on loans and notes receivable (136,979) (110,712)
Repayments of loans and notes receivable 83,953 95,354
Net purchases of investments (55,375) (12,063)
Purchases of property and equipment (10,279) (9,110)
Purchase of trade name - (100)
Investments made in unconsolidated partnerships (2,596) (3,073)
Proceeds from dispositions of property and equipment 29,315 -
Acquisition of affordable housing properties (46,420) (16,600)
Net cash acquired in purchase of limited partner interests 4,416 5,212
Cash paid for acquisition of assets of Phillips (5,000) -
Cash paid for acquisition of assets of Paragon - (2,000)
Distributions from investments in unconsolidated partnerships 14,910 10,254
Net cash used in investing activities (124,055) (42,838)




Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates

Consolidated Statements of Cash Flows
Years Ended December 31, 2022 and 2021

($ in thousands)

2022 2021
Cash flows from financing activities
Proceeds from indebtedness 194,503 563,038
Indebtedness repayments (809,251) (57,242)
Payment of debt issuance costs (1,489) (827)
Contributions from noncontrolling interest holders 1,314 1,085
Distributions to noncontrolling interest holders (33,734) (16,240)
Net cash (used in) provided by financing activities (642,657) 489,814
Net decrease in cash and cash equivalents (17,041) (27,679)
Cash and cash equivalents, beginning of year 368,996 396,675
Cash and cash equivalents, end of year $ 351,955 $ 368,996
Supplementary disclosure of cash flow information
Cash paid for interest during the year, net of amounts capitalized $ 26,153 $ 17,783
Income taxes paid, net $ 9,854 $ 3,566
Reconciliation of cash, cash equivalents, and restricted cash and cash
equivalents presented in the statements of cash flows
Cash and cash equivalents $ 177,514 $ 181,217
Restricted cash and cash equivalents 174,441 187,779

Total cash, cash equivalents, and restricted cash and cash equivalents
presented in the statements of cash flows $ 351,955 $ 368,996

Supplementary disclosure of significant noncash investing and financing activities

Commitments to make capital contributions to unconsolidated partnerships $ 209,267 $ 178,782
Transfers of investments in unconsolidated partnerships $ 180,056 $ 136,857
Disposal of fully depreciated property and equipment $ - $ 2,248
Loan receivable foreclosure resulting in real estate owned included in prepaid

expenses and other assets $ 1,526 $ -
Note receivable received in lieu of cash for predevelopment costs $ 765 $ -
Recowery of loan receivable presented as a loan payable repayment $ 740 $ -
Loans receivable written off $ 402 $ 133
Kecognition Of contingent consiaeration Naniiity In CONNeCtion Witn FNINIPS $ 7,340 $ -
Loan payable converted to grant with donor restrictions $ 3,000 $ -
Note payable relieved through assignment of note recelvable $ - b 471
Issuance or equity In connection with Phillips acquisition $ 5,00V $ -

See Note 1 for noncash activities related to the acquisition of affordable housing properties, acquisition of limited partner
interests, asset purchases of Paragon and Phillips, and the deconsolidation of third party limited partner interests.

See Notes to Consolidated Financial Statements
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Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates

Notes to Consolidated Financial Statements
December 31, 2022 and 2021

Note 1 - Organization and nature of operations

Basis of presentation

The consolidated financial statements include the accounts and transactions of Enterprise
Community Partners, Inc. ("Partners"), and our subsidiaries and affiliates (collectively, "we",
"Enterprise", or "us") in which we have controlling interest, including Enterprise Community
Investment, Inc. ("Investment"), Enterprise Community Loan Fund ("Loan Fund"), Bellwether
Enterprise Real Estate Capital, LLC and Subsidiaries ("Bellwether") and Enterprise Community
Development, Inc. and Subsidiaries ("ECD"), among others. Our consolidated financial statements
have been prepared on an accrual basis and include the accounts of Partners and all for-profit
subsidiaries and not-for-profit affiliates it controls. The ownership interests of other parties in entities
we consolidate are presented as noncontrolling interest in our consolidated financial statements. We
primarily use the equity method to account for the interests in entities we do not control. Significant
intercompany balances and transactions are eliminated in consolidation.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and judgments that affect
the reported amounts of assets and liabilities and disclosures of contingencies at the date of the
financial statements and revenue and expenses recognized during the reporting period. Significant
estimates are inherent in the preparation of these consolidated financial statements in a number of
areas, including revenue recognition, evaluation of the collectability of accounts, contributions and
other receivables, assessment of the value of investments in unconsolidated partnerships and
goodwill, valuation of mortgage loans held for sale ("MLHS"), derivative assets and liabilities and
mortgage servicing rights ("MSRs") and related valuation reserves, useful lives of property and
equipment and intangible assets, determination of discount rate and length of lease term when
valuing right of use lease assets and lease liabilities, estimation of potential losses relating to loans
and development cost overruns, measurement of uncertain tax positions and determination of certain
deferred income tax assets and liabilities and associated valuation allowances, allocation of expenses
between functional expense category, determination of the fair value of unconditional contributions,
and evaluation of guarantee obligations. Actual results could differ from our estimates.

Organization and business

Partners is a 501(c)(3) and 509(a)(1) publicly supported charitable foundation. Our mission is to
create opportunities for low- and moderate-income people through fit, affordable housing and diverse,
thriving communities. Partners accomplishes this mission by providing local communities technical
assistance, training and financial resources. More specifically, we provide: operating grants to
community organizations; loans to community-based developers of low-income housing, community
organizations and certain affiliates; technical services and training programs; and research and
information services. Partners obtains funding primarily from contracts, grants and contributions from
the federal government, foundations, corporations, individuals, state and local governments and
through services provided to subsidiaries and affiliates.

Investment is a stock based, 501(c)(4) social welfare organization. Investment supports Partners'
mission by providing investment capital and development services for affordable housing and
community revitalization efforts. Investment's core business strategy involves working in partnership
with developers and corporate investors to invest and manage equity and debt investments in
affordable housing and catalytic commercial properties in low-income and emerging communities
throughout the United States. These investments may qualify for low-income housing tax credits
("LIHTC"), historic tax credits, new markets tax credits ("NMTC"), and/or Opportunity Zone federal
tax incentives. In support of our core strategy, Investment provides asset management and consulting

11



Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates

Notes to Consolidated Financial Statements
December 31, 2022 and 2021

services, offers debt financing products to affordable residential and commercial properties, provides
development and management expertise relating to the construction of affordable housing properties,
and provides property management services to affordable housing properties.

Loan Fund is a 501(c)(3) and 509(a)(2) organization, and a community development financial
institution ("CDFI") whose mission is to deliver innovative financial products and technical assistance
to mission-aligned organizations to acquire, develop, and preserve quality affordable housing for low-
and moderate- income families, and to revitalize their communities by providing access to good jobs,
quality affordable housing, first-rate schools, transportation and healthy living environments. Loan
Fund's support comes principally from interest income on loans, contributions, grants and investment
income.

Bellwether, originates permanent loans for a wide range of institutional investors, including life
insurance companies, pension funds, government agencies and banks. Bellwether also manages
mortgage loan servicing for these institutional investors. The department of Housing and Urban
Development (“HUD”) recognizes Bellwether as a Title Il Non-supervised Mortgagee under the
Federal Housing Association ("FHA") loan program, and Bellwether is an approved Government
National Mortgage Association ("Ginnie Mae") issuer of mortgage-backed securities. Bellwether is
also a licensed Freddie Mac Optigo Seller Servicer of Conventional, Manufactured Housing
Community, Senior Housing and Targeted Affordable Housing ("TAH") Loans. In addition, Bellwether
is a full Delegated Underwriting and Servicing ("DUS") Lender in the Federal National Mortgage
Association ("Fannie Mae") program. Bellwether is required to maintain financial eligibility and adhere
to financial reporting requirements under these programs (see Note 23).

As of December 31, 2022 and 2021, our ownership interest in Bellwether was 44.45% and 44.91%,
respectively. As of December 31, 2022 and 2021, our controlling voting interest was 60.00% and
60.88%, respectively.

Through our controlled affiliate Enterprise Community Development, Inc. and Subsidiaries ("ECD"),
we develop and support financially sound, socially responsible affordable housing for low-income
individuals, families, and communities through acquisition, development and ownership, property
management, and work in partnership with residents of housing developments to establish programs
that strengthen their communities and increase opportunities for individual growth. ECD is one of the
nation’s largest, not-for-profit affordable housing developers.

On March 31, 2021, we formed EPF Growth Fund, LLC (“EPF”), which we wholly-own and as of the
date of formation, consolidate into these financial statements. We formed EPF to serve as a vehicle
for providing unsecured working capital and predevelopment loans to people of color as well as other
historically marginalized individual leaders in the real estate industry.

Donor restrictions
Net assets, revenue, expenses, gains and losses are classified based on the existence or absence
of donor-imposed restrictions. Accordingly, net assets and changes therein are classified as follows:

o Net assets without donor restrictions - Net assets not subject to donor-imposed restrictions.

o Net assets with donor restrictions - Net assets subject to donor-imposed restrictions that will
be met by our actions and/or the passage of time, or maintained perpetually by us.

Revenue is reported as increases in net assets without donor restrictions unless use of the related
assets are limited by donor-imposed restrictions. Investment proceeds and realized/unrealized gains

12



Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates

Notes to Consolidated Financial Statements
December 31, 2022 and 2021

and losses are reported as changes in net assets without donor restrictions unless specifically limited
by donor-imposed restrictions. We elected the simultaneous release option for donor-restricted
contributions that were initially conditional contributions. We classify these contributions as net assets
without donor restrictions if the restriction is met in the same reporting period the revenue is
recognized. Expenses are reported as decreases in net assets without donor restrictions. Expirations
of donor restrictions on net assets (i.e., the donor-stipulated purpose has been fulfilled and/or the
stipulated time period has elapsed) are reported as reclassifications from net assets with donor
restrictions to net assets without donor restrictions, except for those subject to the simultaneous
release option.

Partners had been the recipient of several contributions which are designated to provide gap financing
for affordable housing properties, capacity building support to land bank and community land bank
trust and code enforcement/housing improvements in New York. The maijority of these funds were
distributed as pass-through funding with a small portion of the funds being designated to cover our
operating costs to administer the program. The net assets with donor restrictions balance for this
program included designated pass-through funds in the amount of $18 million as of December 31,
2021. In addition, pass-through funds for this program included in grants payable on the consolidated
statements of financial position as of December 31, 2021 amounted to $31 million. All remaining
funds were fully administered during 2022.

Acquisition of affordable housing property

On February 26, 2021, ECD acquired an affordable housing property located in Silver Spring, MD for
$16.6 million. The purchase was accounted for as an asset acquisition. Under asset acquisition
guidance, the purchase price is allocated to the individual assets acquired and liabilities assumed
based upon their relative fair values, and generally no gain or loss upon purchase is recognized. This
transaction resulted in an increase in property and equipment of $14.3 million and intangible assets
of $2.3 million to these consolidated financial statements.

On August 29, 2022, ECD acquired an affordable housing property located in Washington, D.C. for
$26.0 million. Additionally, on December 16, 2022, ECD acquired another property located in Silver
Spring, MD for $20.4 million. These purchases were accounted for as asset acquisitions. These
transactions resulted in an increase in property and equipment of $45.2 million and intangible assets
of $1.2 million to these consolidated financial statements.

13



Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates

Notes to Consolidated Financial Statements
December 31, 2022 and 2021

Acquisition of limited partner interests

During 2022 and 2021, ECD acquired the remaining limited partnership interests in three and seven
affordable housing properties, respectively, for which ECD previously held the general partner interest
for a combined purchase price of $0.1 million and $2.5 million, respectively. Subsequent to the
purchase of the limited partner interests, ECD was deemed to control the partnerships, and therefore,
upon purchase consolidated the assets and liabilities into these consolidated financial statements.
As these purchases did not constitute the purchase of a business, they have been accounted for as
asset acquisitions. The initial effect on these consolidated financial statements upon acquisition is
summarized as follows ($ in thousands):

For the year ended December 31, 2022:

Cash and cash equivalents $ 764
Restricted cash and cash equivalents 3,652
Accounts and other receivables (11)
Investments in unconsolidated partnerships (2,794)
Prepaid expenses and other assets 202
Property and equipment 57,629
Intangible assets 1,516
Accounts payable and accrued expenses (5,523)
Funds held for others (152)
Derivative liability (128)
Indebtedness (55,005)
Deferred revenue (151)

For the year ended December 31, 2021:

Cash and cash equivalents $ (1,136)
Restricted cash and cash equivalents 6,348
Accounts and other receivables 112
Investments in unconsolidated partnerships (2,999)
Prepaid expenses and other assets 416
Loans and notes receivable (267)
Property and equipment 69,697
Intangible assets 2,626
Accounts payable and accrued expenses (7,427)
Funds held for others (392)
Indebtedness (66,238)
Deferred revenue (365)
Net assets without donor restrictions - noncontrolling interest (375)

Asset purchase of Paragon

On December 28, 2021, Bellwether entered into an Asset Purchase and Contribution Agreement
through one of its subsidiaries with Paragon Mortgage Corporation (“Paragon”) to purchase assets
and hire employees. Paragon is an FHA, HUD MAP and Lean approved mortgage lender based in
Phoenix, Arizona. Total consideration for the purchase of Paragon’s operating assets consisted of a
cash payment of $2 million. The transaction resulted in an increase in goodwill of $2 million to these
consolidated financial statements.
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Asset purchase of Phillips

On January 14, 2022, Bellwether entered into an Asset Purchase Agreement with Phillips Reality
Capital DE, LLC (“Phillips”) to purchase assets and hire employees. Phillips is a mortgage lender
based in the Washington, D.C. area. The acquisition added approximately $1.8 billion in annual loan
volume and $2.4 billion in servicing volume to Bellwether. Ownership interest in Bellwether was
issued to key employees of Phillips in connection with the acquisition, including total consideration of
$17.3 million, which consisted of a cash payment of $5 million, equity consideration valued at $5
million and contingent consideration valued at $7.3 million. This transaction was accounted for in
accordance with business combinations accounting guidance.

The effect on these consolidated financial statements of the combination is summarized as follows ($
in thousands):

Cash and cash equivalents $ (5,000)
Mortgage servicing rights 3,020
Property and equipment 102
Intangible assets 2,120
Goodwill 12,098
Accounts payable and accrued expenses (7,340)
Net assets without donor restrictions - noncontrolling interest (5,000)

There were no liabilities assumed in the acquisition, rather the amount recognized as accounts
payable and accrued expenses is a contingent liability which represents additional payments to be
made based on the achievement of specific performance factors in the future. The estimated
undiscounted range of outcomes of the contingent consideration liability is $7.4 million to $10.0
million.

Deconsolidation of third party limited partner interest

On December 14, 2022, one affordable housing property wholly-owned by ECD moved into the
development stage. At this time, the property admitted third-party limited partners as owners.
Subsequent to their admission, these third-party limited partners hold substantive participating rights
over the significant operating activities of the property and therefore this entity was deconsolidated
as of the date the third party limited partner was admitted. This transaction resulted in a decrease in
property and equipment and increase in investments in unconsolidated partnerships of $0.4 million.
In addition, in connection with this transaction, ECD exchanged $0.8 million of predevelopment costs
for a note receivable.

Note 2 - Significant accounting policies

Gains from mortgage banking activities

Gains from mortgage banking activities are recognized when Bellwether enters into a commitment
to originate a loan with a borrower and when Bellwether enters into a corresponding commitment
to sell that loan to an investor. Bellwether does not enter into commitments to make loans to
borrowers until they have the corresponding commitment from an investor to purchase the loans.
The commitments are recognized at their fair values, which reflect the fair value of the contractual
loan origination related fees and sale premiums, net of costs, and the estimated fair value of the
expected net cash flows associated with the servicing of the loan. Also, included in gains from
mortgage banking activities are changes to the fair value of loan commitments, forward sale
commitments, and loans held for sale that occur during their respective holding periods. Upon
sale of the loans, no gains or losses are recognized as such loans are recorded at fair value
during their holding periods. MSRs are recognized as assets upon the sale of the loans.
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Additionally, placement fees are recorded as gains from mortgage banking activities when we
directly arrange commitments between a permanent investor and a borrower. Placement fees are
recognized as revenue when all significant services have been performed.

Contributions

Contributions, which are unconditional transfers of cash or other assets as well as unconditional
promises to give, are recognized as net assets with donor restrictions in the period the promise
is made if there are donor stipulations on use or payments to be received in future periods.
Contributions are recognized as net assets without donor restrictions if there are no donor
stipulations on use or the donor permits payments to be received in future periods to be used in
the current period. We reclassify net assets with donor restrictions to net assets without donor
restrictions at the time the restriction for release is met. Unconditional grants made by us in
accordance with the restricted purpose of a donor-restricted contribution made to us are generally
considered to meet the donor-imposed restriction at the time we issue the grant, as we have no
additional performance specific to the issuance of the grant. The reclassification of net assets
may include payments due to us in future periods. If there are explicit stipulations or other
indications that the donor-imposed restriction intends for grants to be made by us in a future
period rather than the current period, then we issue the grant in such future period.

Conditional promises to give are not recognized until the conditions on which they depend are
substantially met. Conditional promises to give with payments received in advance are classified
as liabilities. As we elected the simultaneous release option for donor-restricted contributions that
were initially conditional contributions, we classify these contributions as net assets without donor
restrictions if the restriction is met in the same reporting period the revenue is recognized.

Contributions are initially measured at fair value or net realizable value if receipt is expected in
less than one year. In estimating fair value, we use the income approach. For contributions where
receipt is expected in more than one year, we apply a discount rate, determined at the time the
contribution is initially recognized and commensurate with the risk involved. This rate is based on
management's assessment of current market expectations plus a reasonable risk premium. The
average discount rate for 2022 and 2021 was 5.87% and 1.91%, respectively. Amortization of the
discount is recorded as additional contribution revenue. Contributions of assets other than cash
are recorded at estimated fair value at the date of the gift.

An allowance for uncollectible contributions receivable is made based upon management's
judgment, inclusive of factors such as prior collection history, the type of contribution and other
relevant factors.

Contributions with donor imposed restrictions from the top five contributors, excluding pass-
through contributions, comprise approximately 49% and 39% of total contributions for 2022 and
2021, respectively.

Contributed goods and services

In-kind contributions consist of donated goods, rent and professional services provided to ECD.
All amounts are recorded as without donor restrictions at fair value at the time of contribution and
recorded as expense when used in programing for goods, or over the period of service for donated
services.

Syndication fees
We earn syndication fees for services relating to forming limited partnership entities, particularly
LIHTC funds (known as "Investment Funds"), selling interests in those partnerships to investors
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and acquiring interests in affordable housing properties that are expected to generate a stream
of low-income housing tax credits. Syndication fees from the sale of partnership interests to
investors and related acquisitions of interests in properties are recognized as the partnerships
acquire property interests, which is deemed to be the point our performance obligation has been
satisfied and control has been transferred to the customer, provided that various criteria relating
to the terms of the transactions and any subsequent involvement by us with the interests sold are
met. Revenue relating to transactions that do not meet the established criteria is deferred and
recognized when the criteria are met. All syndication fees earned represent market rates.

We may elect to defer the collection of a portion of the fees earned for syndication services if the
Investment Funds have short-term liquidity needs. If deferral is elected, we record the related
revenue and receivables based on the estimated date of collection using appropriate discount
rates. Accretion of interest is included in syndication fees in the consolidated statements of
activities.

Interest income

Interest income on loans and notes receivable is accrued on the principal balance outstanding at
the contractual interest rate. Direct origination costs are offset against related origination fees and
the net amount is amortized over the life of the loan as a component of interest income. For certain
loans and notes receivable that were initially recorded at fair value due to rules surrounding
accounting for business combinations, interest income is accrued using the effective interest
method.

Effective interest method

Interest income is accrued using the effective interest method on loans and notes receivable, and
interest expense is accrued using the effective interest method on loans and notes payable that
were recorded initially in these financial statements at their fair values due to rules surrounding
accounting for business combinations.

Loan servicing fees

Loan servicing fees represent income earned for servicing loan portfolios owned by permanent
investors, net of amortization of capitalized MSRs, if applicable. Loan servicing fees are generally
calculated on the outstanding principal balance of the loan serviced and recognized as income
as services are performed. Loan servicing costs are charged to expense as incurred.

Asset management fees

We earn asset management fees in providing oversight and management services relating to
investments held by various affiliated partnerships. Revenue is recognized under the terms of the
related agreements over time as we provide the contracted services to the customers and
collectability is reasonably assured. Certain syndication fees are associated with certain asset
management services to be performed throughout the life of the limited partnerships and these
fees are deferred and recognized as a component of asset management fees over the periods
that the services are performed. Advance payments received under multi-year agreements are
recorded as deferred revenue and recognized over time as revenue when services are performed.

Rental income

Rental income, principally derived from short-term leases on apartment units, is recognized as
income on the accrual basis as it is earned, and collectability is reasonably assured. Advance
receipts of rental income are deferred and classified as liabilities until earned.

17



Enterprise Community Partners, Inc. and its Subsidiaries and Affiliates

Notes to Consolidated Financial Statements
December 31, 2022 and 2021

A portion of the rental income is in the form of subsidy payments from HUD under Section 8 of
the National Housing Act. Rent for certain units is subsidized based on tenant income levels. Rent
increases require HUD approval.

Property management fees and reimbursed costs

ECD earns property management fees for providing management services to multi-family LIHTC
and workforce housing properties for which it has a property management agreement. Revenue
is recognized under the terms of the related agreements over time as ECD provides the
contracted services, and collection is reasonably assured. For the years ended December 31,
2022 and 2021, ECD recognized property management fee revenue of $6.5 million and $7.9
million, respectively.

Under ECD’s property management agreements, ECD is entitled to be reimbursed for certain
costs ECD incurs on behalf of the managed housing properties, with no added mark-up. These
costs consist primarily of payroll and related expenses for the housing properties where ECD is
the employer of the employees performing services at the housing properties. ECD’s agreements
also provide for the ability to bill for certain operational costs, such as allocated IT costs as the
related costs are incurred by the managed housing properties. For the years ended December
31, 2022 and 2021, ECD recognized cost reimbursement revenue of $17.2 million and $19.0
million, respectively.

Grants and contracts

Grants and contracts are generally conditional promises of funding from government sources.
The funding includes stipulations that must be met by us in order to be entitled to the assets
transferred or promised. These are generally cost reimbursement contracts where the stipulations
are met at the time costs are incurred. Certain grants and contracts provide for reimbursement of
indirect costs, generally based on a specified percentage of direct costs. The revenue related to
direct and indirect costs is recorded as an addition to net assets without donor restrictions if the
restrictions are met in the same reporting period, in accordance with our election of the
simultaneous release option.

Approximately 66% and 68% of the grants and contract revenue is derived from federal cost
reimbursement contracts in 2022 and 2021, respectively. Approximately 74% and 85% of the
federal funding is provided by HUD in 2022 and 2021, respectively.

Development fees

ECD recognizes development fees primarily relating to low-income housing rental properties that
ECD assists in developing, in accordance with development service agreements. ECD views its
contractual obligations under these agreements as a single performance obligation and
recognizes revenue over time using the percentage of completion method, in accordance with its
estimates of the satisfaction of the performance obligation and transfer of the development and
construction management services. Certain portions of development fee revenue may be deferred
due to contractual support obligations that may require funding from ECD after the completion of
the construction period of the low-income housing rental property. These deferrals are recognized
after it is reasonably estimable that ECD has no further support obligations that will require funding
under the contract which generally occurs after construction completion and stabilization, as
defined in the contract, of the low-income housing rental property. Revenue recognized in excess
of billings recorded are accounted for as unbilled receivables, and cash received in excess of
revenue recognized is accounted for as deferred revenue. Development fee revenue, which is
contractually deferred, and will be paid out of the operating cash surpluses of the underlying low-
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income housing rental properties are included in accounts and other receivables, net, and
discounted based upon the net present value of the expected future payments.

Under certain of ECD’s development fee agreements, ECD is responsible for costs that are in
excess of an agreed maximum amount. In these cases, ECD recognizes revenue as described
above, however, if a current estimate of total contract costs indicates that costs are expected to
be incurred in excess of the agreed-upon maximum amount, a loss is recognized in the period
such excess costs are determined.

Advisory services and other fees

Revenue is recognized under the terms of the related agreements when services are performed
and collectability is reasonably assured. A liability is recognized for advance payments received
under agreements, and revenue is recognized when services are performed.

Investment income

Investment earnings on funds held pursuant to donor-imposed restrictions are reported as
investment income and added to net assets with donor restrictions. Changes in market value on
investments with donor-imposed restrictions are reported as net realized and unrealized gains
and losses and added to or deducted from net assets with donor restrictions.

Cash and cash equivalents and investments

Our investment policies define authorized investments and establish various guidelines for the credit
quality, amounts and maturities of investments held. Authorized investments include corporate and
U.S. government and agency obligations, certificates of deposit, banker's acceptances, repurchase
agreements, and money market mutual funds. The carrying value of such investments approximates
their market value. Short-term investments with maturities at dates of purchase of three months or
less are classified as cash equivalents.

Investments consist of marketable securities, stock, and certificates of deposit that are carried at fair
value. Investments in marketable securities consist of U.S. Treasury and agency securities and are
carried at fair value. The original basis of such investments is the purchase price.

Restricted cash and cash equivalents

Restricted cash and cash equivalents consist of funds held for lending activity, restricted contributions
and funds held for others under escrow, restricted insurance proceeds, partnership and fiscal agent
agreements.

Accounts and other receivables

Accounts and other receivables are reported net of an allowance for doubtful accounts. We routinely
evaluate our accounts and other receivables balances and allow for anticipated losses based on our
best estimate of probable losses.

Short-term loans receivable consisting of term loans, including bridge loans made by Bellwether to
borrowers that are awaiting permanent financing, are carried at their uncollected principal balance,
and are included in accounts and other receivables, net. Interest income, if applicable, on short-term
loans receivable is recognized on an accrual basis.

We routinely evaluate the creditworthiness of our borrowers and other related factors and establish a
reserve where we believe collectability is no longer reasonably assured. These short-term loans
receivable are generally collateralized by a security interest in the underlying assets and/or other
assets owned by the borrowers.
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Mortgage loans held for sale

Bellwether originates or acquires MLHS for investors. Bellwether’s holding period for these MLHS is
generally one month. Bellwether measures its MLHS at fair value. The fair value is estimated by using
current investor commitments to purchase loans, adjusted for the value attributable to retained MSRs
or obligations, to approximate the value of a whole loan.

Derivative assets and liabilities

Bellwether enters into interest rate lock commitments with borrowers on loans intended to be held for
sale and enter into forward sale commitments with investors. These commitments are not entered
into on a speculative basis as each commitment to lend has a corresponding commitment from an
investor to purchase. These commitments are considered freestanding derivative instruments and,
as such, must be reflected at fair value with changes included in earnings within our consolidated
financial statements. Fair value of derivatives related to these loan commitments includes the effects
of interest rate movements between the time of the commitment and the time of the loan funding and
investor purchase, any loan origination fees and premiums on the anticipated sale of the loan, net of
costs, and the fair value of the expected net cash flows associated with the servicing of the loan as
part of the fair value of the underlying commitments.

In addition, ECD or one of its controlled properties may enter into interest rate swaps to mitigate the
economic impact of changes in interest rates. The swaps are designated as cash flow hedges and
are being used to offset the risk of changes in cash flows associated with benchmark interest
payments on certain variable rate mortgage loans. Changes in the fair value of interest rate swap
contracts are reported as a component of interest expense on the statements of consolidated
activities.

Principles of consolidation - limited partnerships and similar entities

We have subsidiaries and controlling interests in entities subject to not-for-profit consolidation
principles, and subsidiaries and controlling interests in entities subject to for-profit consolidation
principles. Not-for-profit consolidation principles require limited partnerships or similar entities to be
consolidated by the general partner or managing member under the presumption that the general
partner or managing member controls the entity. The presumption of control by a general partner or
managing member can be overcome if the limited partners are able to exercise substantive kick-out
or participating rights. We do not consolidate limited partnerships or similar entities in which we own
a general partner or managing member interest and for which the presumption of control has been
overcome, and instead account for these interests using the equity method of accounting. For limited
partnerships or similar entities in which we are solely a limited partner or investor member, we account
for these interests using the equity method of accounting if we are able to influence the operating or
financial decisions of the entity, or using the fair value method if we are not able to influence those
decisions.

Interests in other entities held by our subsidiaries and controlled entities subject to for-profit
consolidation principles are evaluated to determine if the entities are variable interest entities ("VIEs").
If the entities are determined to be VIEs, we then make a determination as to whether or not we are
the primary beneficiary. The primary beneficiary is the party with both the power to direct the activities
of a VIE that most significantly impact its economic performance and the obligation to absorb losses
or right to receive benefits of the VIE that could potentially be significant to the VIE. We consolidate
VIEs in which we are the primary beneficiary and account for our noncontrolling interests in VIEs and
other entities we do not control using the equity method of accounting.

Under the equity method, the initial investment is recorded at cost, increased by our share of income
and contributions, and decreased by our share of losses and distributions. As a general partner or
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managing member, our investment balance may be reduced below zero. Distributions we receive
from investments with carrying amounts less than zero are recognized as income to the extent the
distribution is not indicative of a future funding obligation.

Under the fair value method, the investment is carried at fair value with changes in the fair value
recognized through changes in net assets. Under the fair value method, investments without a readily
determinable fair value, as a practical expedient, may be estimated using the net asset value per
share. If no net asset value per share is available, then the investment may be measured at cost
minus impairment and adjusted to fair value if a future event occurs that provides us with enough
observable inputs to determine the fair value.

If events or circumstances indicate an other than temporary decline in value, the carrying amount of
our investment in an unconsolidated partnership is written down to fair value, with the write down
being classified as impairment.

Loans and notes receivable

We make loans to and enter into notes with community-based not-for-profit and for-profit mission
aligned affordable housing developers, community organizations and certain affiliates for the purpose
of supporting low-income communities. We have two segments of loans and notes in our portfolio -
housing loans and notes and other loans and notes. Housing loans and notes are primarily used to
acquire, renovate and/or construct multi-family residential housing. Our other loans and notes
generally provide financing for a variety of community development needs, including community
facilities such as charter schools and health care centers as well as loans and notes that encourage
community development by supporting growth and operating needs of organizations in low-income
communities. Our loans and notes are generally collateralized by real estate. The majority of the
loans and notes have repayment terms requiring a balloon payment when construction or permanent
financing on the underlying property is secured, the property is sold, or at the stated maturity date.
Our other loans and notes als