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HOME Webinar Training, Sample Loan Committee Presentation: Orchard Gardens
By: Anker Heegaard, The Compass Group, LLC

Sample Loan Committee Memo: Orchard Gardens
82-Unit, 100% LIHTC, with HOME Funds

This SAMPLE is provided for illustration only. This represents one possible
way of summarizing the underwriting ar@%]sis of a transaction proposed for

approval by a Participating Jurisdiction.

Overview

Orchard Gardens is an 82-unit" affordable, multifamily property in an urban location in
Connecticut. There is no plan to rely on vouchers or other project-based subsidy
structures; instead, the property will primarily serve 60% LIHTC-qualified units, with
fifteen (15) of the units serving under the HOME program.

Construction is new construction, garden-style, in five 14-unit buildings and one 16-unit
building, with an ancillary structure containing the office, maintenance facility and
clubhouse. Buildings are slab on grade, brick and vinyl siding, pitched, asphalt shingle
roof, individual unit mechanicals. The project is located in Cumberland Falls, a city of
125,000, the County (Wimpole) seat.

Plymouth Development, an experienced for-profit, is the developer. Management will be
provided by Plymouth Management, a subsidiary of the development entity.

Executive Summary

2.A

2.B

2.C

Challenges / Opportunities Presented

This project meets all funding criteria in the PJ’s NOFA. The developer seeks a
commitment of $2.0M of HOME funds, and has an investor commitment to purchase the
Low Income Housing Credits (if awarded) in the amount of (rounded) $7.5M. The
developer has site control (option to purchase) and full plans.

Affordability

As an LIHTC property, Orchard Gardens will provide housing for all units at 60% AMI;
the three (3) low-HOME units will provide deeper affordability. Rents for the twelve (12)
High-HOME units will be less than the LIHTC rents (limited by FMR).

Risk @

Pertinent risk factors for this property are:

Market......cccooovevneiieiecc e Low (market rents are sufficiently above LIHTC
rents); Additionally, the market is strong, the
project is well-located). See the Market Study
for additional discussion.

CoNnStrucCtion.........ccocvvvveveseeiesieinas Low (similar to existing projects by the same
development team). Note that the environmental
analyis is not complete, and any award of
HOME funds should be made contingently.

181 rental units, one non-rental, non-revenue staff unit, 82 total units.
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Sticky Note
Application: 
-- Sent to a committee in advance of meeting/presentation. 
-- Voting or non-voting members of committee with quorum required
-- Representatives of different areas (A/M, Compliance, U/W) who will focus on different risk factors
-- Approval (with conditions) or Rejection (with basis)
-- Underwriters job is not to 'sell' the deal, but to fairly present its pros and cons in a way that supports a good decision.
"Here's what you should know"
"Here's what's edgy about this"
"Here's what might bite you later and how you might counterbalance those risks"



Anker Heegaard
Sticky Note
Start with an overview:
--size, location, households served, basic financing structure, developer. 
-- Cmte shouldn't have to mine the document for that sort of stuff
--


Anker Heegaard
Sticky Note
Should be a clear statement that the project complies with the funding criteria in the NOFA or RFP or Program Guideline.

If not, enumerate its failure to comply and state whether it matters, or whether it's a program integrity issue

Anker Heegaard
Sticky Note
Unit mix can appear later, in all its detail. But, what's the gist of it, and what's the relationship between LIHTC and HOME Affordability?

Anker Heegaard
Sticky Note
Explicitly summarize the Risk Factors: What could go wrong? How does this transaction stack up against those considerations?

What a PJ might itemize should depend on the risk factors that are germane to the deal being considered.

Risk factors come back to how much risk a PJ is willing to accept in trying to balance volume of units achieved with potential for failure and repayment to HUD.

Anker Heegaard
Sticky Note
Note that for each of these 'assessments' of the risk level, there's a corresponding reason, in very summarized form.

Anker Heegaard
Sticky Note
This is not a required or recommended format. 

This is used as an illustration of the way that the concepts in the first section of the training can be put into practice in a practical document.

However, its a good idea to have a template that forces staff to demonstrate their consideration of the salient issues.
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By: Anker Heegaard, The Compass Group, LLC

DeVeloper ... Low (highly experienced; strong track record of
successful developments; highly capitalized)

Community Opposition.................... Moderate (developer is working proactively with
the neighborhood and with local officials)

Financing ......cccccooevevvieeeneiee High (9% credits are highly-competitive;

developer has commitment letters for 1°
mortgage and equity). Award will be contingent
on reservation of credits from the State HFA.
Underwriting Assumptions.............. Moderate (market rents underwritten at results
from recent RCS. 7% rent loss. Expenses at
$3,798 PUPA which are reasonable compared to
similar projects in this market area. Reserve at
$250 PUPA. Permanent loan at 1.20 DSCR,
5.00% / 30 years. Declining DSCR/Cushion.
TDC is $154K per unit which is consistent with
recent similar projects in this market area. See
remainder of this memo for further discussion.
OtNer ..o The proposed project presents a favorable risk
profile and is recommended for approval.

3. Property Description

Orchard Gardens is proposed to include 82 one-, two- and three-bedroom units. All units
will be for low income households, Nineteen percent (15 units) will be set aside under the
HOME program, of which three (20% of the HOME units) will be Low-HOME and the
remaining twelve units will be High-HOME. All units are underwritten and will be rented
at the lesser of HOME/LIHTC rents. There will be one on-site staff apartment (included
in the 82- unit total). Please refer to the accompanying financial model for details on the
unit mix.

The owner will pay for cold water and garbage removal; tenants will pay for natural gas
and electricity. Pursuant to LIHTC requirements, the utility allowance matches the local
housing authority’s published utility allowance for the voucher program. The HOME
units will use the same U/A.

There will also be an auxiliary building with management office, maintenance

shop/storage, and a clubhouse with fitness equipment and “party’ facilities. There will be
a full-time, on-site management presence.

4, Development Entity and Capacity@

The development team is led by Plymouth Development, LLC, a for-profit with prior
experience in both market rate and affordable housing. Plymouth has already bid the
construction and provisionally awarded a contract to an experienced builder with whom
Plymouth has prior experience. Plymouth will self-manage this property, through an
identity-of-interest firm. Plymouth already has preliminary commitments from the
LIHTC investor, permanent lender / bridge lender.
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Sticky Note
All of this harks back to the slides earlier, and to the requirement that the PJ review and establish developer capacity. This is an integral part of underwriting, so it should be documented that its been considered.
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By: Anker Heegaard, The Compass Group, LLC

4.A Prior Developments @

Plymouth’s submission summarizes recent developments (prior five year period). Over
this period, they have developed 600 units in five properties. Of these two were market
rate adaptive-reuse, and are not considered comparable in terms of HOME rental
compliance, or affordable housing generally. However, four properties representing 300
units were LIHTC developments. Of those four, one had HOME funds through another
PJ, who reports they are currently in compliance.

4.B Current Operational Capacity @

Plymouth has a full development staff (averaging one deal placed into service per year).
Additionally, Plymouth has a subsidiary property management company which manages
all of their developed properties, and also provides third-party property management.
Their property management operation serves 12 properties overall (10 owned, two third-
party managed), six of which have LIHTC requirements, and two of which have HOME
requirements. The LIHTC agencies and the PJs report there are no material compliance
issues on these properties.

4.C Financial Strength @

Due in part to operating revenue from the property management division, Plymouth is not
solely dependent on developer fees for operating revenue, i.e., the property management
fees pay in-part for the operating cost of the company.

Based on Plymouth’s submission, they have certified that of their 10 owned properties,
eight are cash-flow positive, and two are experiencing operating deficits. In the
aggregate, the positive, distributable cash flow is greater than the liabilities on the
negatively performing properties, and we determine that the portfolio is ‘healthy’ and is
not a financial liability to the sponsor.

4.D Guarantys ’

Plymouth will sign a Completion Guaranty, and an Operating Deficit Guaranty, which
will provide assurances that any shortfalls encountered in development and operations
will be covered by them. The funding award will be contingent on these Guarantys.

5. Location and Market Dynamics @

5.A Town/County Characteristics

Orchard Gardens is located in the City of Cumberland Falls, Wimpole County,
Connecticut. County population is Census estimated in 2008 at 417,996, a 2.6% increase
between 2000 and 2012. The City has a 2012 population of 157,004, with a 5.1%
populati wth between 2000 and 2012 (the City is growing faster than the County
overall).

5.B Property Location

The property is located on Willow Street, an area of attractive condominiums and small
but well-maintained single family homes. This location is with a few blocks of a
resurgent and popular downtown area, and would be within walking distance of
restaurants, shops and public transportation. The site has road and utility access and is
appropriately zoned. Plymouth does not yet have an environmental analysis.
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Sticky Note
Have they done recent, similar deals successfully?

If not, what aspects of this deal do they not have recent, similar success with, and how is that risk (capacity, experience) mitigated?

Anker Heegaard
Sticky Note
Even the best developers can overextend themselves. How does this deal fit in with their current workload/capacity? Or, are you awarding funds, only to wait interminably while the 'get to it'?

Anker Heegaard
Sticky Note
Here, we want to know:

-- Where does this deal fit into their PORTFOLIO?

-- Are they doing this deal because their portfolio is struggling? If so, the deal needs to be super conservative, because the PORTFOLIO can't be relied on to help and instead the deal must help the PORTFOLIO.

Anker Heegaard
Sticky Note
OK, so they're strong financially. How has the PJ tied that back to the deal, so that there's comfort that the sponsors strength can be leveraged for the deal?

Anker Heegaard
Sticky Note
Separate Webinar on Market Analysis, held 06/11. 

Is the location a positive or negative factor for the property? If it's negative, how has that been addressed overall?

Anker Heegaard
Sticky Note
Overall: population growth (good). Growth in the City (in which the property is located) is faster than the overall county (good). Population decreases are red flags.

Doesn't need to be complicated.

Anker Heegaard
Sticky Note
Always discuss the micro-location (i.e., submarket). What's adjacent? Is it pawn shops and liquor stores? Will the adjacent uses help the property? Or is the property intended as part of an 'neighborhood improvement' initiative? Will the property elevate the neighborhood, or will the neighborhood suffocate the property?
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6. Physical Character and Issues

Although some existing buildings would be acquired, the proposal is to raze these, and
construct new buildings on the site (to make better use of the zoning density permitted).

As a new construction property, the physical condition would be excellent initially. None

of the existing buildings are occupied and thus there are no Uniform Relocation Act @
issues. None of the existing buildings are pre-1978 and thus there are no Lead Based

Paint issues.

The property will include significant Green features (ENERGY Star refrigerator, low-

VOC cabinets, linoleum tile, low-VOC carpet, ENERGY Star gas hot water heater, @
ENERGY Star gas furnace, ENERGY Star electric air conditioning, low-flush toilets,
low-flow shower heads, low-flow faucets except in the kitchen, and ENERGY Star light

fixtures).
7. Proposed Financial Structure @

Total Development cost is $154K per unit and is anticipated to be provided from the
following sources (rounded): 60% LIHTC equity, 21% permanent loan, 16% HOME
soft-second loan, and 3% deferred developer fee.

8. Underwriting

8.A Assisted Units / Rents ’:

The requested $2.0M of HOME financing requires a minimum of fourteen (14) HOME
units, Three (3) of which (20%) must be low-HOME units. The HOME use agreement
however will stipulate a greater number of HOME units (15):
o0 Three (3) low-HOME units have been underwritten at lesser of Low-HOME,
LIHTC and market rents.
0 Twelve (12) High-HOME units have been underwritten at lesser of High-HOME,
LIHTC and market rents.
0 See the HOME Units calculation on the worksheets ‘1. S&U’ and ‘2. Unit Mix’.
Plymouth intends for the HOME assisted units to be floating; this is acceptable because
the units are comparable.

81 units will carry LIHTC restrictions. These will be comprised of all units at 60% AMI.
These units are underwritten at the lesser of LIHTC-applicable rents and estimated
market rents.

See the Rents and Mix Worksheet for a more detailed breakdown of units by bedroom
size and income restriction.

8.B Market Units / Rents @

All units are rent- and income-restricted; there are no unrestricted market units at the
property. However, to ensure that rents are underwritten to the lesser of market or
affordable, we have ascertained the market rents through a Rent Comparability Study.
The 1BR restricted rents are 69% of the estimated market rents; 2BR and 3BR units are
72% and 79% of market, respectively. This provides strong assurance that the
underwritten rents are achievable, and that the affordability will ensure demand.
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Sticky Note
Discussion mentions existing buildings, but then points out no URA, no LBP issues.

Anker Heegaard
Sticky Note
Presumably, these Green requirements were stipulated in the funding requirements.

Anker Heegaard
Sticky Note
Lots of narrative about the numbers is generally a hassle, because every time the numbers change, you have to update the narrative, and the likelihood the narrative and the model get out of sync goes up. Better to be brief or use rounded numbers in the narrative.

Anker Heegaard
Sticky Note
What is the affordability mix?
How are the rents underwritten (i.e., lesser of affordable or market)?
How do the HOME units overlap the LIHTC units?
Fixed or floating, why?

Anker Heegaard
Sticky Note
Always determine market rents methodically, and know where use-restricted rents are in relation to that.
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8.C Trending @

HOMIE rents have been trended at 1.75%, and other AMI-based rents at 2.0% (blended
result is 1.97%). Expenses have been trended at 2.50% (achieving a >0.50% difference
between income and expense trends). However, in part because the income trend is
generally lower than the expense trend, the property’s coverage deteriorates over time.
See the proforma worksheets in the attached financial model. Increases to Fair Market
Rents in Connecticut averaged 2.15% between 1983 and 2012.

8.D Vacancy Loss (VL) and Bad Debt (BD) @

8.E

8.F

8.G

8.H

8.1

Information on market vacancy is good and indicates a normal range between 5% and
10%, but a range of between 2% and 5% for the submarket (downtown Cumberland
Falls). Affordable units are materially below market rents (which should provide strong
demand for these units).

The sponsor/managing agent reports that bad debt expense for well occupied LIHTC
properties averages 1.5%.

For underwriting purposes, the property was underwritten at 7.0% total rent loss (VL plus
BD).

Other Income

The property is underwritten to generate a small amount of Other Income from the
following sources: NSF fees and tenant charges ($50 PUPA). See the ‘Expenses’
worksheet in the accompanying financial model for specific underwritten determinations.

Operating Expenses

See the ‘Expenses’ worksheet of the accompanying financial model for a breakdown of
underwritten operating expense projections.

RE Taxes

Taxes are projected at $500 per unit per year. This represents normal taxes (no PILOTSs or
abatements are available).

Proposed Reserve Deposit @

The proposed reserve deposit is $250/unit/year. The State housing finance agency
requires $250 PUPA,; our analysis indicates that a reserve deposit at this level would
result in projected capital deficits beginning in year 15 (2028), and would endanger the
viability of the property during the term of the 20-year HOME use agreement. Thus, the
PJ should require a higher ongoing reserve deposit than the LIHTC program would
otherwise allow. See Section 11 of this Memo.

Other Proposed Reserves

There would be a $150K Operating Reserve, capitalized with development funds. It is not
yet clear how unused funds would be applied. The Written Agreement should stipulate
terms.

There is no initial (from development sources) capitalization of the Reserve for
Replacement account. See 811.
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Sticky Note
Trending matters because a property with a high ratio of expenses to income will see its cushion/coverage/DSCR deteriorate over time. 

Aggressive and unrealistic trending expectations can mask a likely future problem.

Simply because a property pencils out in the first year, it doesn't mean it will be operationally viable for the long term, if expenses rise faster than income.

Lots of properties get into trouble because of this simple failure to project whether cash flow will increase or decrease over time.

The Memo mentions here that 'coverage deteriorates over time'. See the proforma.
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Sticky Note
Discussion covers some of the factors and considerations that went into the decision to use a particular rent loss assumption. 

Anker Heegaard
Sticky Note
Probably no need to discuss here what's clearly detailed in the model (coming up). A discussion could cover some of the key underwriting decisions regarding expenses:
(a) staffing levels vs contracting approach
(b) property-paid utilities vs. U/As
(c) Where, generally, the outcome lies in relation to other similar, recent deals

Anker Heegaard
Sticky Note
Here, the PJ is acquiescing to the reserve deposit being expected by the LIHTC investor and the HFA, and the underwriting conforms to that. However, the Memo points out that this leaves a viability problem in year 15, and recommends how this might be solved (more gap $$). This is the sort of point that an underwriter would make very clear was a loan committee decision.
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8.J

Resulting NOI for Debt Service

With the proposed unit mix, at proposed rents, estimated rent loss, and underwritten
expenses, and with the proposed reserve deposit, this development will produce stabilized
NOI of approximately $214K in 2013. Against proposed mortgage debt service of

$178K, the stabilized cash flow is projected at approximately $36K with an initial DSCR

of 1.20 and an initial expense cushion (cash flow as a percentage of operating expenses)

of 11.5%. Income and expenses are expected to trend negatively (cushion and coverage @
deteriorating to DSCR of 1.16 and OpEx Cushion of 5.4% by Year-20).

Additional Considerations

9.A

9.B

10.

HOME Repayment and Interest Rates

This development assumes an interest rate on the existing HOME loan of 0%. Cash flow @
over 20 years of would total $728K. With 50% of cash flow payable to the HOME loan,

the PJ would receive $364K in (nominal, undiscounted) payments over 20 years. At a 3%
discount rate, these payments would be worth $273K, today (i.e., Program Income). See

the ‘Proforma’ worksheet in the attached financial model.

Affordability Value of Investment @

The total proposed HOME investment is $2.0M. Based on the difference between market
rents and HOME rents, the 20-Year HOME use restriction will yield approximately
$4.5M in rent benefits. That is, the difference between HOME/LIHCT and market rents
over the 20-year affordability period is $4.5M (based on the 2012 market and affordable
rent differential, and the number of LIHTC, low- and high-HOME units by unit type).

Conclusion

11.

As noted above, the proposed project meets all NOFA requirements and has a favorable
risk profile. The PJ staff recommendation is that the project be approved for a $2.0M
soft-second HOME loan. However, see 811.

Optional Consideration @

12.

This transaction is underwritten with the required $250 PUPA replacement reserve
deposit, and no initial deposit to the replacement reserve. A 20-Year replacement
schedule, based on this project’s characteristics, indicates that there will be severe capital
replacement shortfalls during the period of the 20-Year HOME Affordability Period. The
Sponsor’s proposal has not requested adequate reserve funding and the PJ may wish to
require a greater reserve deposit of $400 PUPA, which would be adequate for the
Affordability Period.

This additional requirement would decrease the 1% mortgage potential by $200K. The PJ
could award $2.2M with a requirement that reserves be funded at the higher, indicated
level. The maximum HOME investment is $2.286M with the 15 proposed units; any
larger investment would require additional HOME units.

Attachments

Attached herewith are the following for consideration:
e Transaction Overview (basic underwriting)
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Sticky Note
Here's the negative trend talked about in §8.C. It's negative, but not so negative at Year-20 that the PJ should increase the gap loan (and require a decrease of the 1st mortgage)

Anker Heegaard
Sticky Note
This PJ structures its HOME loans as soft debt, repayable from Cash Flow. The Memo indicates how much Cash Flow there is in total, and how much the PJ might get as program income. 

Should discuss other requirements, such as determination of developer's IRR.
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Sticky Note
Not required, but interesting way of looking at the deal. 

What is the value of the affordability (difference between market and affordable rents, over the period of affordability). 

These deals are not required or expected to have a correspondence between the amount of the investment, and its affordability value, but it can be an instructive perspective.

Anker Heegaard
Sticky Note
In §8.H., we pointed out that the $250 R4R deposit was inadequate to ensure the replacement of capital items over the 20-year affordability period (that analysis is not part of this demo). 

Here, the Underwriter is pointing out how much the reserve deposit would have to be increased to (above the minimal amount required by the HFA and the LIHTC LP), in order to provide for viability through the longer 20-year HOME affordability period.

And, the analysis tells how much that increased deposit would reduce the 1st mortgage, and how much the gap financing would have to be increased to offset that.

This is one of the key underwriting decisions for this deal.


HOME Webinar Training, Sample Loan Committee Presentation: Orchard Gardens
By: Anker Heegaard, The Compass Group, LLC

Transaction Summary (one-page summary of all major elements)

Rents and Unit Mix (full detail on rent underwriting)

Operating Expenses (full detail on operating expenses)

Hard Debt Sizing (full detail on proposed 1% mortgage)

Proforma (20-year operating proforma, cash flow detail)

Housing Tax Credits (limited detail on LIHTC basis / credit calculations)
Source and Uses (full detail on development sources and uses)

HOME Allocation (summary calculation on minimum units, maximum dollars)
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Webinar Sample: Orchard Gardens 7:

Proforma Operating Budget 82 Units
Amounts Proposed by Sponsor Total /
Estimate of Operating Expenses Year Unit/ Year
Other Income
Interest income available for ops
Laundry/Facilities Income
NSF/Late Fee Income
Tenant Damage Charges
Other Income $4,050 $49
Stores and Commercial
Total Other Income $4,050 $49
Administrative
Advertising- $1,000 $12
Other Admin. Exps.- $0 $0
Office Salaries- $12,000 $146
Office Supplies- $0 $0
Management Fee- $37,392 $456
Management or Super. Sal.- $30,000 $366
Mgmt. or Super. Free Rent Unit- $0 $0
Legal Expenses (Project)- $1,000 $12
Auditing Exps. (Project)- $5,000 $61
Bookkeeping Fees/Acct. Services- $4,920 $60
Monitoring Fees $4,000 $49
Supportive Services
Total Administrative Exps $95,312 $1,162
Utilities
Electricity (Light & Misc. Power)- $6,888 $84
Water & Sewer $26,650 $325
Gas-
Total Utility Exps $33,538 $409
Operating and Maintenance
O&M Payroll- $55,000 $671
0&M Supplies- $12,000 $146
O&M Contract- $12,000 $146
Garbage & Trash Removal- $7,200 $88
Security Payroll/Contract- $0 $0
Elevator Maintenance/Contract- $0 $0
Other Expenses- $6,500 $79
Misc. O & M Expenses- $0 $0
Total Operating and Maintenance $92,700 $1,130
Taxes & Insurance
Real Estate Taxes- $41,000 $500
Payroll Taxes (FICA)- $7,760 $95
Misc. Taxes, Licenses, & Permits- $0 $0
Property & Liability Insurance- $24,600 $300
Workmen's Compensation- $4,850 $59
Health Ins. & Other Emp.Benefits- $9,700 $118
Other Insurance- $2,000 $24
Total Taxes and Insurance $89,910 $1,096
Total Expenses $311,460 $3,798

Webinar Sample
Anker Heegaard
Compass Group

SUMMARY / OVERVIEW

Operating Proforma

Cash Flow Projection

Home Rents
Market Rents
Other AMI-Based Rents

Gross Potential Rents

Effective Gross Income

Operating Expenses

Net Operating Income
Total Mortgages P&|

Operating Cash Flow

Debt Service Coverage

Operating Expense Cushion

5.00% Allowance for Rent Loss
2.00% Allowance for Bad Debt
Other Income

Proposed Reserve Deposit

95,628
0
487,344
582,972
(29,149)
(11,659)
4,050

$546,214

(311,460)
(20,500)

$214,254

(178,500)

$35,754

1.20

11.5%

Webinar Sample Transaction OVERVIEW
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Sticky Note
This is an example of a very simplified summary page of the 1st mortgage underwriting considerations:
Rents
Minus Rent Loss
Plus Other Income
Minus Operating Expenses
Minus Reserves
Equals Net Operating Income
Minus Debt Service
Equals Cash Flow

Overall, a good model makes writing the narrative much easier, because it's programmed to calculate lots of ratios, which can be discussed in the presentation, and can illustrate the pros and cons of the deal in terms of RISK FACTORS.


Webinar Sample Underwriting
Multifamily Property Underwriting Template

Summary

There is no user input on this page

Property Name Webinar Sample: Orchard Gardens

- - - Unit Mix Table - - -

# B 1BR 2BR B
0 Market Rents 0 0 0 0 0 0%
3 Low Home 0 1 1 1 0 3.7%
12 High Home Only 0 4 4 4 0 14.8%
0 Vouchers 0 0 0 0 0 0%
0 30% AMI 0 0 0 0 0 0%
0 40% AMI 0 0 0 0 0 0%
0 50% AMI 0 0 0 0 0 0%
66 60% AMI 0 22 22 22 0 81.5%
0 80% AMI 0 0 0 0 0 0%
0 100% AMI 0 0 0 0 0 0%
0 120% AMI 0 0 0 0 0 0%
0 20% 0 0 0 0 0 0%
0 0% 0 0 0 0 0 0%
81 Number 0 27 27 27 0
Percentage 0% 33.3% 33.3% 33.3% 0% 100%
Maximum rents (after U/A) applicable to unit types (max may be limited by market)
Type OBR 1BR 2BR 3BR 4BR Total $
Market Rents $500 $750 $850 $900 $1,000 $ -
Low Home $438 $395 $468 $546 $727 $ 1,409.00
High Home Only $499 $425 $507 $708 $840 $ 6,560.00
Vouchers $549 $475 $567 $792 $924 $ -
30% AMI $276 $220 $220 $305 $457 $ -
40% AMI $368 $320 $378 $441 $611 $ -
50% AMI $460 $418 $496 $578 $763 $ -
60% AMI $552 $516 $615 $715 $916 $ 40,612.00
80% AMI $736 $713 $851 $989 $1,221 $ -
100% AMI $927 $993 $1,192 $1,258 $1,538 $ -
120% AMI $1,112 $1,192 $1,431 $1,510 $1,846 $ -
20% $185 $123 $117 $170 $307 $ -
0% $0 $0 $0 $0 $0 $ -
Amount $0 $13,447 $16,026 $19,108 $0
Percentage 0% 27.7% 33.0% 39.3% 0% $ 48,581.00
Total Rents Per Annum  $ 582,972.00
Max HOME Funds Calculation Tax Credit Calculation
Proposed HOME Units 15 Buildings Other
HOME $ by 221d3 Limit $2,721,776 Eligible Basis $50,000 $12,179,043
HOME $ by Fair Share % $2,286,508 Basis Boost N/A 0%
Max HOME Investment $2,286,508 Boosted Eligible Basis $50,000 $12,179,043
Applicable Fraction 100% 100%
Debt Underwriting Quialified Basis $50,000 $12,179,043
Gross Potential Rents $582,972 Credit Rate 4.00% 9.00%
'- Rent Loss + Other Inc, NET ($36,758) Yield 3.25% 8.25%
Effective Gross Income $546,214 LIHTC Basis/Equity $1,625 $1,004,771
Operating Expenses ($311,460) X 10 Years $16,250 $10,047,710
R4R Deposit ($20,500) Net Price Price Per Credit $0.75 $0.75
Net Operating Income $214,254 Equity $12,188 $7,535,783
Debt Service $178,500 Actual Equity / User Override $12,188 $7,535,783
Debt Service Coverage 1.20 Total $7,547,970.23
Net Cash Flow $35,754
SOURCES USES
1st Mortgage Hard Debt $ 2,771,600.00 Total Acquisition $ 350,000.00
2nd Mortgage (SOFT) Debt $ - Total Construction $ 9,840,000.00
Tax Credit Equity $ 7,547,970.23 Total Transaction $ 958,560.00
NSP Funds $ - Total Escrows $ 150,000.00
HOME Funds $ - Total Developer Fee $ 1,403,812.80
Deferred Developer Fee $ - Total Uses $ 12,702,372.80
Owner/GP Cash $ -
CDBG $ -
Seller Note $ -
Federal Home Loan Bank $ -
HOME Funds $ 2,000,000.00
Other Source 5 (Specify) $ -
Other Source 6 (Specify) $ -
Total Sources $ 12,319,570.23
Surplus or (Shortfall) $ (382,802.57) Equals 27% of Developer Fee
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Anker Heegaard
Sticky Note
This is an example of a more-detailed summary page that contains 1st mortgage underwriting considerations, but also includes data on rents, LIHTC calculation, max HOME test, and summary S&U.


Webinar Sample Underwriting Bold, Green Highlight Cells Denote USER INPUT
Multifamily Property Underwriting Template Bold, Yellow Highlight Cells Denote USER INPUT OVERRIDES
Rents and Unit Mix White Cells Denote CALCULATED RESULTS
Property: Webinar Sample: Orchard Gardens 82 Total units, including 1 non-revenue unit(s)
Breakdown by Rent Type Amounts % of Total
Subtotal: HOME Rents $7,969 16%
Subtotal: Other AMI-Based Restricted Rents $40,612 84%
Note: Developers/Funders may opt to underwrite rents at a Percentage of FMR for Vouchers 110.0% (=)
'Percent of Maximum Restricted Rents' (see input at right). Percent of Maximum Restricted Rents 100.0%
Doing so provides some increased affordability and a way of HOME and AMI-Based Rents Undewritten $48,581
later increasing revenue if needed. Doing so also increases Subtotal: Market Rents $0
the amount of subsidy needed in the transaction. Resulting Monthly Gross Potential Rent $48,581 100%
Resulting Annual Gross Potential Rent $582,972 100%
Unit Type # of Units Market Rent Low HOME High HOME  Weighted Avg.
0BR 0 $0 $500 $438 $499 n/a
1BR 27 $75 $750 $470 $500 $498
2BR 27 $95 $850 $563 $602 $594
3BR 27 $105 $900 $651 $813 $708
4BR 0 $0 $1,000 $727 $840 n/a

Note: In the grid below, show the numbers of units in categories according to number of bedrooms and according to whatever governmental rent restriction is the most stringent. For example, you may have
units that are covered by both 60% LIHTC and High HOME restrictions; you would show those units in the 60% AMI row (units that were restricted by High HOME only would go in the High HOME Only row).
Be careful not to double-count a unit: each unit should appear only under the lowest governmental rent restriction that applies to it, even if there are multiple restrictions. For this grid, you do not need to
consider whether market rents are lower than restricted rents; the calculations below make sure that the gross potential rent is the lower of the governmentally restricted rent and the market rent. However
you must input market rents for the calculations to work.

- - - Unit Mix Table - - -

Number of Units Max Rent Basis B 1BR 2BR B
0 Market Rents 0 0 0 0 0 0%
3 Low Home 0 1 1 1 0 3.7%
12 High Home Only 0 4 4 4 0 14.8%
0 Vouchers 0 0 0 0 0 0%
0 30% AMI 0 0 0 0 0 0% @
0 40% AMI 0 0 0 0 0 0%
0 50% AMI 0 0 0 0 0 0%
66 60% AMI 0 22 22 22 0 81.5%
0 80% AMI 0 0 0 0 0 0%
0 100% AMI 0 0 0 0 0 0%
0 120% AMI 0 0 0 0 0 0%
0 20% 0 0 0 0 0 0%
0 0% 0 0 0 0 0 0%
81 Number 0 27 27 27 0
Percentage 0% 33.3% 33.3% 33.3% 0% 100%
HOME Webinar Worksheet: 3. Rents and Unit Mix
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Anker Heegaard
Sticky Note
Rent grid, showing how many units at what size, at what affordability standard.

Anker Heegaard
Sticky Note
Model contains a tool for underwriting rents at less than the max rent-restricted amount; this could provide for either (a) additional affordability, or (b) a cushion, in the event that the property needed additional income.


Notes:

Note: On average, the market rents and utilities are affordable to households at 70.8% of AMI. *

Note: High-HOME Only may be occupied by households up to 80% AMI, and do not qualify for <60% AMI LIHTC; Low-Home may also qualify as LIHTC.

Note: All restricted rents (HOME and AMI-based) are underwritten at 100% of max.

Note: AMI-based rent determinations based on Iberville for 2012.

Note: 2011 Home rents used.

Enter additional comments here...

Enter additional comments here...

Enter additional comments here...

One-Bedroom Units - Rent Calcs

Net Rent Gross Rent Effective Rent Applicable Unit Total Effective
# 1BR Units Rent Basis (incl. Utilities) (Less Utilities) Governed By Rent Monthly Rent Notes
0 Market Rents $750 Market $750 $0
1 Low Home $470 $395 HOME $395 $395 Home rents underwritten at HOME limit
4 High Home $500 $425 HOME $425 $1,700 Home rents underwritten at HOME limit
0 Vouchers $550 $475 n/a $0 $0 Note: Three of these s/b designated low-HOME
0 30% AMI $295 $220 n/a $0 $0
0 40% AMI $395 $320 n/a $0 $0
0 50% AMI $493 $418 n/a $0 $0
22 60% AMI $591 $516 Rent Restr. $516 $11,352 @
0 80% AMI $788 $713 n/a $0 $0
0 100% AMI $993 $993 n/a $0 $0
0 120% AMI $1,192 $1,192 n/a $0 $0
0 Custom: 20% AMI $198 $123 n/a $0 $0
0 Custom: 0% AMI $0 $0 n/a $0 $0
Subtotal HOME Rents $2,095
Subtotal: Other Restricted Rents $11,352
Subtotal: Market or Market-Ceiling Rents $0
HOME Webinar Worksheet: 3. Rents and Unit Mix

Sample Case Study
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Anker Heegaard
Sticky Note
Model calculates what percentage of market the use-restricted rents are. If this amount is close to or over 100%, it's a risk factor.

Anker Heegaard
Sticky Note
Calculate the rents for each unit type, and underwrite to the lesser of the lowest-restricted rent (when there are multiple set-asides being attributed to that unit) or market.


Two-Bedroom Units - Rent Calcs

Net Rent Gross Rent Effective Rent Applicable Unit Total Effective
# 2BR Units Rent Basis (incl. Utilities) (Less Utilities) Governed By Rent Monthly Rent Notes
0 Market Rents $850 Market $850 $0
1 Low Home $563 $468 HOME $468 $468 Home rents underwritten at HOME limit
4 High Home $602 $507 HOME $507 $2,028 Home rents underwritten at HOME limit
0 Vouchers $662 $567 n/a $0 $0
0 30% AMI $315 $220 n/a $0 $0
0 40% AMI $473 $378 n/a $0 $0
0 50% AMI $591 $496 n/a $0 $0
22 60% AMI $710 $615 Rent Restr. $615 $13,530
0 80% AMI $946 $851 n/a $0 $0
0 100% AMI $1,192 $1,192 n/a $0 $0
0 120% AMI $1,431 $1,431 n/a $0 $0
0 Custom: 20% AMI $212 $117 n/a $0 $0
0 Custom: 0% AMI $0 $0 n/a $0 $0
Subtotal HOME Rents $2,496
Subtotal: Other Restricted Rents $13,530
Subtotal: Market or Market-Ceiling Rents $0
Net Rent Gross Rent Effective Rent Applicable Unit Total Effective
# 3BR Units Rent Basis (incl. Utilities) (Less Utilities) Governed By Rent Monthly Rent Notes
0 Market Rents $900 Market $900 $0
1 Low Home $651 $546 HOME $546 $546 Home rents underwritten at HOME limit
4 High Home $813 $708 HOME $708 $2,832 Home rents underwritten at HOME limit
0 Vouchers $897 $792 n/a $0 $0
0 30% AMI $410 $305 n/a $0 $0
0 40% AMI $546 $441 n/a $0 $0
0 50% AMI $683 $578 n/a $0 $0
22 60% AMI $820 $715 Rent Restr. $715 $15,730 AMI Restricted Rent is underwritten at 100% of max
0 80% AMI $1,094 $989 n/a $0 $0
0 100% AMI $1,258 $1,258 n/a $0 $0
0 120% AMI $1,510 $1,510 n/a $0 $0
0 Custom: 20% AMI $275 $170 n/a $0 $0
0 Custom: 0% AMI $0 $0 n/a $0 $0
Subtotal HOME Rents $3,378
Subtotal: Other Restricted Rents $15,730
Subtotal: Market or Market-Ceiling Rents $0
HOME Webinar Worksheet: 3. Rents and Unit Mix
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Webinar Sample Underwriting
Multifamily Property Underwriting Template
Operating Expense Underwriting

Property: Webinar Sample: Orchard Garden

Bold, Green Highlight Cells Denote USER INPUT

Bold, Yellow Highlight Cells Denote USER INPUT OVERRIDES

White Cells Denote CALCULATED RESULTS

82 Total units, including 1 non-revenue unit(s)

Note: Sponsor / Applicant must enter in the '‘Developer Total' column. Grantee should make determinations in the 'Funder Total' column. When the Funder's determination differs from the developer's, the cell will be yellow-highlighted.

Funder / @
Grantee
Amounts Proposed by Developer / Sponsor | Determination
Developer Per Unit Per Funder

Estimate of Operating Expenses | Total / Year Per Unit Month Total / Year _[Comment
Other Income

Interest income available for ops $0 0 $0

Laundry/Facilities Income $0 $0 $0

NSF/Late Fee Income $0 $0 $0

Tenant Damage Charges $0 $0 $0

Grants for Service Costs $0 $0 $0

Non-residential Rental Income (net of

vacancy and collections loss) $0 $0| $0

Other Income $4,050 $49 $4 $4,050

Stores and Commercial $0 $0 $0
Total Other Income $4,050 $49 $4 $4,050
Administrative

Advertising- $1,000 $12 $1 $1,000

Other Admin. Exps.- $0 $0| $0

Office Salaries- $12,000 $146 $12) $12,000] One part-time assistant

Office Supplies- $0 $0| $0

Management Fee- $37,392 $456 $38| $37,392

Management or Super. Sal.- $30,000 $366 $30] $30,000

Mgmt. or Super. Free Rent Unit- $0 $0| $0

Legal Expenses (Project)- $1,000 $12 $1] $1,000

Auditing Exps. (Project)- $5,000 $61 $5| $5,000

Bookkeeping Fees/Acct. Services- $4,920 $60 $5| $4,920

Monitoring Fees $4,000 $49 $4 $4,000

HOME Webinar
Sample Case Study

Worksheet: 4. Operating Expenses
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Anker Heegaard
Sticky Note
Operating Expenses shown different ways:
(a) total per item/category per year
(b) per unit per year (PUPA)
(c) per unit per month (PUPM)

Different ways give different perspectives because some things are driven by the number of units (like management fee) and some things are not (like audits).

In a good presentation, there would be lots of accompanying notes.

There might be a column that shows average PUPA from other PJ-funded deals that are successful. :-)


Webinar Sample Underwriting

Multifamily Property Underwriting Template

Operating Expense Underwriting

Property: Webinar Sample: Orchard Garden

82 Total units, including 1 non-revenue unit(s)

Bold, Green Highlight Cells Denote USER INPUT

Bold, Yellow Highlight Cells Denote USER INPUT OVERRIDES

White Cells Denote CALCULATED RESULTS

Note: Sponsor / Applicant must enter in the '‘Developer Total' column. Grantee should make determinations in the 'Funder Total' column. When the Funder's determination differs from the developer's, the cell will be yellow-highlighted.

Funder /
Grantee
Amounts Proposed by Developer / Sponsor | Determination
Developer Per Unit Per Funder
Estimate of Operating Expenses | Total / Year Per Unit Month Total / Year [Comment
Total Administrative Exps $95,312 $1,162 $97] $95,312
Utilities
Fuel for Domestic Hot Water- $0 $0 $0
Electricity (Light & Misc. Power)- $6,888 $84 $7| $6,888
Water- $6,150 $75 $6 $6,150
Gas- $0 $0 $0
Sewer- $20,500 $250 $21] $20,500
Total Utility Exps $33,538 $409 $34 $33,538
Operating and Maintenance
O&M Payroll- $55,000 $671 $56 $55,000 Two FT
O&M Supplies- $12,000 $146 $12 $12,000
O&M Contract- $12,000 $146 $12 $12,000
Garbage & Trash Removal- $7,200 $88 $7] $7,200
Security Payroll/Contract- $0 $0| $0
Elevator Maintenance/Contract- $0 $0 $0
HVAC R & M- $1,500 $18 $2 $1,500
Other Expenses- $0 $0| $0
Misc. O & M Expenses- $5,000 $61 $5] $5,000
Neighborhood Network- $0 $0 $0| $0
Total Operating and $92,700 $1,130 $94] $92,700
Taxes & Insurance
Real Estate Taxes- $41,000 $500 $42 $41,000
Payroll Taxes (FICA)- $7,760 $95 $8| $7,760
Misc. Taxes, Licenses, & Permits- $0 $0 $0
Property & Liability Insurance- $24,600 $300 $25 $24,600
Fidelity Bond Insurance- $2,000 $24 $2| $2,000
Workmen's Compensation- $4,850 $59 $5| $4,850
Health Ins. & Other Emp.Benefits- $9,700 $118 $10| $9,700
Other Insurance- $0 $0 $0 $0
Total Taxes and Insurance $89,910 $1,096 $91 $89,910
Total Expenses $311,460 $3,798 $317 $311,460

HOME Webinar
Sample Case Study

Worksheet: 4. Operating Expenses
Page 7 of 19



Webinar Sample Underwriting
Multifamily Property Underwriting Template
1st and 2nd Mortgage (Hard Debt) Underwriting

Bold, Green Highlight Cells Denote USER INPUT

Bold, Yellow Highlight Cells Denote USER INPUT OVERRIDES

&

White Cells Denote CALCULATED RESULTS

Property: Webinar Sample: Orchard Gardens

82 Total units, including 1 non-revenue unit(s)

NOTE: At the proposed loan amount and terms, the initial DSCR is projected at 1.2; and cash flow is initially projected at 11.5% of operating expenses.

Loan Information (HARD DEBT ONLY)

Proposed 1st Mortgage Lender Name 0 See 'Assumptions' Worksheet
Proposed 1st Mortgage Loan Type 0 See 'Assumptions' Worksheet
Proposed 1st Mortgage Loan Amount $2,771,600.00 Enter amount of permanent 1st mortgage loan only
Term (Years) 30 Years
Loan Amortization (Years) 30 Years
Interest Rate 5.000% APR
Annual Credit Enhancement Cost (if applicable) 0.000% APR
Resulting Annual Debt Service $178,500.00
Concluded / User Override of Annual Debt Service (Comment Req'd) $178,500.00 User m*?y overwrite the concluded DS, but should provide an
explanation here.
Proposed Must-Pay 2nd Mortgage Lender Name 0 See 'Assumptions' Worksheet
Proposed Must-Pay 2nd Mortgage Loan Type 0 See 'Assumptions' Worksheet
Proposed Must-Pay 2nd Mortgage Loan Amount $0.00 Enter amount of permanent 2nd mortgage loan only
Term (Years) 18 Years
Loan Amortization (Years) 30 Years
Fixed Interest Rate 0.000% APR
Annual Credit Enhancement Cost (if applicable) 0.000% APR
Resulting Annual Debt Service $0.00
Concluded / User Override of Annual Debt Service (Comment Req'd) $0.00 HOME funds, soft
Income Notes
Gross Potential Rents (GPR) $582,972  Calculation carried forward from Rents and Mix Worksheet
5% Minus Vacancy Loss ($29,149) Input assumed vacancy loss percentage at Assumptions
2% Minus Bad Debt ($11,659) Input assumed collections loss percentage at Assumptions
Plus Other Income $4,050 Calculation carried forward from Expenses Worksheet
Equals Total Effective Gross Income $546,214
Expenses
Operating Expenses ($311,460) Calculation carried forward from Expenses Worksheet
$250 Reserve for Replacement Deposits (see Assumptions) ($20,500) Input per unit per year amount at Assumptions
Total Expenses ($331,960)
NOI, DS and NCF
Income Minus Expenses Equals Net Operating Income 214,254
Underwritten Annual Debt Service: 1st Mortgage 178,500
Underwritten Annual Debt Service: 2nd Mortgage 0
Underwritten Total Annual Debt Service 178,500 For proposed 1st and 2nd (if applicable) required-payment notes
Underwritten Net Cash Flow 35,754
Debt Sizing Analytics
Initial Debt Service Coverage Ratio (DSCR) 1.20
Initial Operating Expense Cushion (OEC) 11.48%
Minimum DSCR Years 1-20 1.16
Maximum DSCR Years 1-20 1.22
Minimum OEC Years 1-20 5.35%
Maximum OEC Years 1-20 11.48%
1.20 Supportable Must-Pay Debt at this inital DSCR $2,771,600
9% Supportable Must-Pay Debt at this initial OEC $2,890,800

HOME Webinar
Sample Case Study

Worksheet: 5. Hard Debt Sizing
Page 8 of 19


Anker Heegaard
Sticky Note
Gap Loan underwriting, and Subsidy Layering Review flow from determining how much must-pay 1st mortgage debt is reasonable and appropriate, and how much gap remains. This page focuses on how much debt the underwriting can support.


Webinar Sample Underwriting Bold, Green Highlight Cells Denote USER INPUT

Multifamily Property Underwriting Template Bold, Yellow Highlight Cells Denote USER INPUT OVERRIDES

20-Year Proforma White Cells Denote CALCULATED RESULTS
Property: Webinar Sample: Orchard Garde 82 Total units, including 1 non-revenue unit(s)

Year 10
/ Trends 2013 2015 2022

Operating Cash Flow Projection Assumptions Year 1 Year 3

Cash Flow Projection

Home Rents 1.75% 95,628 97,301 99,004 100,737 102,500 104,293 106,119 107,976 109,865 111,788 113,744 115,735 117,760
Market Rents 2.50% 0 0 0 0 0 0 0 0 0 0 0 0 0
Other AMI-Based Rents 2.00% 487,344 497,091 507,033 517,173 527,517 538,067 548,828 559,805 571,001 582,421 594,070 605,951 618,070
Total Gross Potential Rent (Proposed Unit Mix/Rents) 582,972 594,392 606,037 617,910 630,017 642,361 654,947 667,781 680,866 694,209 707,814 721,686 735,830
Allowance for Multifamily Rent Loss 5.00% (29,149) (29,720) (30,302) (30,896) (31,501) (32,118) (32,747) (33,389) (34,043) (34,710) (35,391) (36,084) (36,792)
Allowance for Multifamily Bad Debt 2.00% (11,659) (11,888) (12,121) (12,358) (12,600) (12,847) (13,099) (13,356) (13,617) (13,884) (14,156) (14,434) (14,717)
Other Income 2.00% 4,050 4,131 4,214 4,298 4,384 4,472 4,561 4,652 4,745 4,840 4,937 5,036 5,136
Effective Gross Income $546,214 $556,915 $567,828 $578,954 $590,300 $601,868 $613,662 $625,688 $637,951 $650,455 $663,204 $676,204 $689,457
Operating Expenses 3.00% (311,460) (320,804) (330,428) (340,341) (350,551) (361,068) (371,900) (383,057) (394,548) (406,385) (418,576) (431,133) (444,067)
Proposed Reserve Deposit $20,500 (20,500) (21,115) (21,748) (22,401) (23,073) (23,765) (24,478) (25,212) (25,969) (26,748) (27,550) (28,377) (29,228)
Net Operating Income $214,254 $214,996 $215,651 $216,212 $216,676 $217,035 $217,284 $217,419 $217,434 $217,323 $217,077 $216,693 $216,162
Total Mortgages P&! (178,500) 178,500 178,500 178,500 178,500 178,500 178,500 178,500 178,500 178,500 178,500 178,500 178,500 178,500
Operating Cash Flow $35,754 $36,496 $37,151 $37,712 $38,176 $38,535 $38,784 $38,919 $38,934 $38,823 $38,577 $38,193 $37,662
Debt Service Coverage 1.20 1.20 121 121 121 1.22 1.22 1.22 1.22 1.22 1.22 121 121
1.16 minimum DSCR yrs 1-20
Operating Expense Cushion 11.5% 11.4% 11.2% 11.1% 10.9% 10.7% 10.4% 10.2% 9.9% 9.6% 9.2% 8.9% 8.5%

5.4% minimum Cushion yrs 1-20

Cash Distribution Projection

Operating Cash Flow $35,754 $36,496 $37,151 $37,712 $38,176 $38,535 $38,784 $38,919 $38,934 $38,823 $38,577 $38,193 $37,662

Priority Cash Flow Dollars $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Priority Cash Flow (Percentage) $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Total

Projected Distributable $728,687 $35,754 $36,496 $37,151 $37,712 $38,176 $38,535 $38,784 $38,919 $38,934 $38,823 $38,577 $38,193 $37,662

$364,343 $17,877 $18,248 $18,576 $18,856 $19,088 $19,267 $19,392 $19,460 $19,467 $19,411 $19,289 $19,097 $18,831

50.0% Owner $364,343 $17,877 $18,248 $18,576 $18,856 $19,088 $19,267 $19,392 $19,460 $19,467 $19,411 $19,289 $19,097 $18,831

Disc Rate

NPV PJ Share $273,080.00

Worksheet: 6. Proforma

HOME Webinar
Page 9 of 19

Sample Case Study


Anker Heegaard
Sticky Note
The all-important 20-year operating proforma, with all the same information/assumptions we've already reviewed, expressed over time (trending). 

Anker Heegaard
Sticky Note
Cash flow projections, showing (here) proposed split between PJ and owner, as payment on $2.0M HOME Loan.
Payment on HOME Loan would be program income.

Here we illustrate what a 50/50 CF split would look like; this is not a requirement or expectation by HUD, just a possible approach.

10% of program income can be taken as an Admin Fee by the PJ. Over 20 years the PJ's share would be $364K and the admin share would be $36K (10%), or $1,800/year (less when adjusted for inflation). 


Webinar Sample Underwriting
Multifamily Property Underwriting Template
20-Year Proforma

Property: Webinar Sample: Orchard Garde 82

Operating Cash Flow Projection Assumptions Year 14 Year 16 Year 18 Year 19

/ Trends 2026 2028 20 2031
Cash Flow Projection

Home Rents 1.75% 119,821 121,918 124,051 126,222 128,431 130,679 132,966
Market Rents 2.50% 0 0 0 0 0 0 0
Other AMI-Based Rents 2.00% 630,431 643,040 655,901 669,019 682,399 696,047 709,968
Total Gross Potential Rent (Proposed Unit Mix/Rents) 750,252 764,958 779,952 795,241 810,830 826,726 842,934
Allowance for Multifamily Rent Loss 5.00% (37,513) (38,248) (38,998) (39,762) (40,542) (41,336) (42,147)
Allowance for Multifamily Bad Debt 2.00% (15,005) (15,299) (15,599) (15,905) (16,217) (16,535) (16,859)
Other Income 2.00% 5,239 5,344 5,451 5,560 5,671 5,784 5,900
Effective Gross Income $702,973 $716,755 $730,806 $745,134 $759,742 $774,639 $789,828
Operating Expenses 3.00% (457,390) (471,111) (485,245) (499,802) (514,796) (530,240) (546,147)
Proposed Reserve Deposit $20,500 (30,105) (31,008) (31,938) (32,896) (33,883) (34,900) (35,947)
Net Operating Income $215,479 $214,636 $213,623 $212,435 $211,063 $209,500 $207,734
Total Mortgages P&! (178,500) 178,500 178,500 178,500 178,500 178,500 178,500 178,500
Operating Cash Flow $36,979 $36,136 $35,123 $33,935 $32,563 $31,000 $29,234
Debt Service Coverage 1.21 1.20 1.20 1.19 1.18 117 1.16
1.16 minimum DSCR yrs 1-20
Operating Expense Cushion 8.1% 7.7% 7.2% 6.8% 6.3% 5.8% 5.4%

5.4% minimum Cushion yrs 1-20

Cash Distribution Projection

Operating Cash Flow $36,979 $36,136 $35,123 $33,935 $32,563 $31,000 $29,234
[ $0__|]Priority Cash Flow Dollars $0 $0 $0 $0 $0 $0 $0
Priority Cash Flow (Percentage) $0 $0 $0 $0 $0 $0 $0
Total

Projected Distributable $728,687 $36,979 $36,136 $35,123 $33,935 $32,563 $31,000 $29,234
$364,343 $18,489 $18,068 $17,561 $16,968 $16,281 $15,500 $14,617
50.0% Owner $364,343 $18,489 $18,068 $17,561 $16,968 $16,281 $15,500 $14,617

Disc Rate

NPV PJ Share $273,080.00

Worksheet: 6. Proforma

HOME Webinar
Page 10 of 19

Sample Case Study



Webinar Sample Underwriting 7:

Bold, Green Highlight Cells Denote USER INPUT

Multifamily Property Underwriting Template

Bold, Yellow Highlight Cells Denote USER INPUT OVERRIDES

Housing Tax Credit (LIHTC) Equity Calculations

White Cells Denote CALCULATED RESULTS

Property: Webinar Sample: Orchard Gar

LIHTC Equity Calculation Worksheet

82 Total units, including 1 non-revenue unit(s)

Select Set Aside | 40% of units at or below 60% of AMI
Buildings Other
Eligible Basis $50,000 $12,179,043
Basis Boost N/A 0%
Boosted Eligible Basis $50,000 $12,179,043
Applicable Fraction 100% 100%
Qualified Basis $50,000 $12,179,043
Credit Rate 4.00% 9.00%
Yield 3.25% 8.25%
LIHTC Basis/Equity $1,625 $1,004,771
X 10 Years $16,250 $10,047,710
Net Price Price Per Credit $0.75 $0.75
Equity $12,188 $7,535,783
Actual Equity / User Override $12,188 $7,535,783 User has adopted the calculated equity amount
Total $7,547,970

HOME Webinar
Sample Case Study

Worksheet: 7. Housing Tax Credits
Page 11 of 19


Anker Heegaard
Sticky Note
A simple tax credit calculation. PJ's are advised to rely on the calcs provided by the equity investor. 


Webinar Sample Underwriting
Multifamily Property Underwriting Template
Detailed Sources and Uses Worksheet

Bold, Green Highlight Cells Denote USER INPUT

Bold, Yellow Highlight Cells Denote USER INPUT OVERRIDES

White Cells Denote CALCULATED RESULTS

=

Property: Webinar Sample: Orchard Gardens 82 Total units, including 1 non-revenue unit(s)
Line
PERMANENT Sources % of % of $
(do not list construction / bridge loan(s)) $ Amount TOTAL CATEGORY Per Unit ADDITIONAL COMMENTS

1 1st Mortgage Hard Debt $ 2,771,600.00 21.8% 225% | $ 33,800

2 2nd Mortgage (SOFT) Debt $ - 0.0% 0.0% |$ -

3 Tax Credit Equity $ 7,547,970.23 59.4% 61.3% |$ 92,048

4 NSP Funds $ - 0.0%| $ ) See note below regarding NSP funding limits

0.0%

5 HOME Funds $0 0.0% 0.0% |$ -

6  Deferred Developer Fee $ - 0.0% 0.0% |$ - Deferral equals 0.00% of Total Developer Fee

7 Owner/GP Cash $ - 0.0% 0.0% |$ -

8 CDBG $ = 0.0% 0.0% |$ -

9 Seller Note $ - 0.0% 0.0% |$ -

10 Federal Home Loan Bank $ - 0.0% 0.0% |$ -

11 HOME Funds $ 2,000,000.00 15.7% 16.2% | $ 24,390

12 Other Source 5 (Specify) $ - 0.0% 0.0% |$ -

13 Other Source 6 (Specify) $ - 0.0% 0.0% |$ -

14 $ 12,319,570.23 97% 100% [ $ 150,239

15

16 Funding Gap: Increase Sources and/or 3%

17 Decrease Uses by this Amount

18

19 . . _ - :

The ratio of NSP Funds to total Sources may not exceed the ratio of NSP eligible units (i.e., <120% AMI) to total units.

20

21 EB = Eligible Basis

22

23 % of % of $

USES $ Amount ‘ TOTAL | CATEGORY ‘ Per Unit |EB? ADDITIONAL COMMENTS

24 |ACQUISITION COSTS

25 |Acquisition Land $ 300,000.00 2.4% 85.7% | $ 3,659 | N

26 |Acquisition Buildings $ 50,000.00 0.4% 143% [ $ 610 | Y

27  |Acquisition Other $ - 0.0% 0.0% |$ - Y

28 |TOTAL ACQUISITION COSTS $ 350,000.00 3% 100% [ $ 4,268 -

29

30 |CONSTRUCTION COSTS

31 Hard Costs: Site Improvements $ 8,200,000.00 64.6% 83.3% |$ 100,000 | Y

32 Hard Costs: Construction 0.0% 0.0% |$ - Y

33 Hard Costs: Contingency $ 410,000.00 3.2% 42% | $ 5,000 | Y [ Contingency equals 5.00% of Hard Costs

34 Other Construction/Rehab Cost (Specify) 0.0% 0.0% |$ - Y

35 Other Construction/Rehab Cost (Specify) 0.0% 0.0% |$ - Y

36 Other Construction/Rehab Cost (Specify) 0.0% 0.0% |$ - Y

37 Builders Profit (BP) $ 328,000.00 2.6% 33% |$ 4,000 | Y | BP Equals 3.81% of Hard Costs (incl. contingency)
38 General Requirements (GR) $ 492,000.00 3.9% 5.0% [$ 6,000 | Y [ GR Equals 5.71% of Hard Costs (incl. contingency)
39 General Overhead (GO) $ 410,000.00 3.2% 42% | $ 5,000 | Y [ GO Equals 4.76% of Hard Costs (incl. contingency)
40 [Subtotal BP+GR+GO $ 1,230,000.00 9.7% 125% [ $ 15,000 Contrator Loading Equals 14.29% of Hard Costs (incl. contingcy.)
41 |TOTAL CONSTRUCTION COSTS $ 9,840,000.00 77% 100% [ $ 120,000

42 |Of the total of $9,840,000, $8,610,000 or 88% is directly attibutable to Hard Costs, while $1,230,000 is attributable to other costs and contractor loading.

43 |[TRANSACTION COSTS

44 Accounting Fees: Cost Certification Audit Fee $ 6,000.00 0.0% 06% |$ 73| Y

45 Accounting Fees: General 0.0% 0.0% |$ - Y

46 Application and Tax Credit Fees 0.0% 0.0% |$ - Y

47 Architect $ 150,000.00 1.2% 156% [ $ 1,829 | Y

48 Bond Issuance $ 200,000.00 1.6% 20.9% |$ 2439 | Y

49 Builders' Risk $ 25,000.00 0.2% 26% |$ 305( Y

50 Building Permit Fees & Local Fees $ 23,000.00 0.2% 24% |$ 280 | Y

51 Construction Loan: 3rd Party Reports/Inspect 0.0% 0.0% |$ - Y

52 Construction Loan: Financing Fee $ 29,043.00 0.2% 3.0% [$ 354 | Y

53 Construction Loan: Interest During Construction | $ 250,000.00 2.0% 26.1% |$ 3,049 | Y

54 Construction Loan: Lender's Attorney Fee 0.0% 0.0% |$ - Y

HOME Webinar
Sample Case Study

Worksheet: 8. Sources and Uses
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Anker Heegaard
Sticky Note
The Essential S&U Worksheet, showing all sources, and all uses.

Note that this is constructed to support analysis:
(a) amount by item
(b) subtotaled into categories (acquisition, construction, transation costs, etc.)
(c) percentage of total costs
(d) percentage of category
(e) per unit cost
(f) space for notes (some of which are programmed to show additional ratios/percentages).

A strong PJ would add data to this (in an additional column, so that the amounts could be compared with prior deals) COST REASONABLENESS.

Too many rules about amounts / percentages can backfire. Better to be flexible when you can (all deals are different, and strict rules that have limited applicability can create unreasonable barriers.

PUNCHLINE:
As underwritten the gap is ? POLL




105

Webinar Sample Underwriting Bold, Green Highlight Cells Denote USER INPUT
Multifamily Property Underwriting Template Bold, Yellow Highlight Cells Denote USER INPUT OVERRIDES
Detailed Sources and Uses Worksheet White Cells Denote CALCULATED RESULTS
Property: Webinar Sample: Orchard Gardens 82 Total units, including 1 non-revenue unit(s)
Construction Loan: Origination Fee 0.0% 00% |$ - Y
Construction Period: Insurance $ 24,087.00 0.2% 25% [$ 294 | Y
Construction Period: Taxes 0.0% 0.0% |$ - Y
Consulting Fees (not payable through dev fee) 0.0% 00% |$ - Y
Engineer 0.0% 00% |$ - Y
Environmental Study $ 4,000.00 0.0% 04% |$ 491 Y
Furniture, Fixtures and Equipment $ 35,000.00 0.3% 37% | $ 4271 Y
Legal: Owner Attorney/Borrower (EB) $ 50,000.00 0.4% 52% [$ 610 | Y
Legal: Owner Attorney/Borrower Legal (Not EB) 0.0% 0.0% |$ - N These are legal fees which are not basis-eligible
Market Study / Appraisal $ 4,000.00 0.0% 04% | $ 91 Y
Marketing and Leasing 0.0% 00% |$ - Y
Miscellaneous / Other (Basis Eligible) 0.0% 00% |$ - Y
Miscellaneous / Other (NOT Basis Eligible) 0.0% 00% |$ - N These are miscellaneous fees which are not basis-eligible
Partnership Legal and Organizational $ 3,500.00 0.0% 04% | $ 431 Y
Permanent Loan: 3rd Party Reports 0.0% 00% |$ - Y
Permanent Loan: Financing Fee $ 10,660.00 0.1% 11% [$ 130 [ N Equals 0.38% of permanent loan amount
Permanent Loan: Lender's Attorney Fee $ 30,000.00 0.2% 31% [$ 366 | Y
Permanent Loan: Origination Fee 0.0% 0.0% |$ - N Equals 0.38% of permanent loan amount
Survey $ 5,500.00 0.0% 06% |$ 67| Y
Title and Recording $ 11,100.00 0.1% 12% [$ 135| Y
Closing Costs' $ 12,670.00 0.1% 13% [$ 155 | N
Inspection Fees $ 5,000.00 0.0% 05% |$ 61| Y
Contingency $ 15,000.00 0.1% 16% [$ 183 | Y
Lender Atty Fee $ 65,000.00 0.5% 6.8% [$ 793 Y
Other Transaction Cost 5 (Specify) 0.0% 0.0% |$ - Y
Other Transaction Cost 6 (Specify) 0.0% 0.0% |$ - Y
Other Transaction Cost 7 (Specify) 0.0% 0.0% |$ - Y
Other Transaction Cost 8 (Specify) 0.0% 00% |$ - Y
Other Transaction Cost 9 (Specify) 0.0% 0.0% |$ - Y
Other Transaction Cost 10 (Specify) 0.0% 0.0% |$ - Y
Other Transaction Cost 11 (Specify) 0.0% 0.0% |$ - Y
Other Transaction Cost 12 (Specify) 0.0% 0.0% |$ - Y
Other Transaction Cost 13 (Specify) 0.0% 0.0% |$ - Y
TOTAL TRANSACTION COSTS $ 958,560.00 8% 100% [$ 11,690 -
ESCROW ACCOUNTS
Initial Deposit to Reserve for Replacements $ = 0.0% 0.0% |$ - N
Property Tax Escrow 0.0% 0.0% |$ - N
Hazard Insurance Escrow 0.0% 0.0% |$ - N
Debt Service Reserve 0.0% 0.0% |$ - N
Operating Reserve/Working Capital $ 150,000.00 1.2% 100.0% |$ 1,829 | N
Lease-Up Reserve 0.0% 0.0% |$ - N
Other Escrow 1 (Specify) 0.0% 0.0% |$ - N
Other Escrow 2 (Specify) 0.0% 0.0% |$ - N
Other Escrow 3 (Specify) 0.0% 0.0% |$ - N
TOTAL ESCROW ACCOUNTS B 150,000.00 1% 100% [$ 1,820 I
GROSS DEVELOPER FEE
Total Gross Developer Fee | $ 1,403,812.80 | 11.1% | 100.0% | $ 17,120 | Y Equals 11.05% of total uses excluding developer fee
TOTAL GROSS DEVELOPER FEE s 1,403,812.80 | 11% | 100% | $ 17,120
106 [TOTAL USES [s 12,702,372.80 | 100%] 100%] s __ 154,907 [
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Webinar Sample Underwriting
Multifamily Property Underwriting Template
HOME Cost Allocation Calculation

Total Development Cost

Land / Buildings
Construction
Developer Fee
Escrows

Other Soft Costs

Total Project Cost

Unit Mix in Total Project

O0BR Units
1BR Units
2BR Units
3BR Units
4BR Units
Other Units

Total Project

Solve for Max HOME Investment

S

Bold, Green Highlight Cells Denote USER INPUT

Bold, Yellow Highlight Cells Denote USER INPUT OVERRIDES

White Cells Denote CALCULATED RESULTS

Eligible Cost Ineligible Cost
$ 350,000 $610,000
$ 9,590,000 $250,000
$ 1,403,813 $0
$ 119,770 | $ 30,230
$ 883,560 $75,000
$12,347,143 $965,230
# Units 221d3 Limit
0
27 $144,355
27 $180,000
27 $220,000
0
0
81 $14,697,590
Proposed HOME $ by
HOME Units ~ 221d3 Limit

Total Cost

$960,000
$9,840,000
$1,403,813
$150,000
$958,560

$13,312,373

HOME $ by Maximum HOME

Fair Share %

Investment

$2,286,508 |

$2,286,508

HOME Units
(1st Try)

0.00
5.00
5.00
5.00
0.00
0.00

15.00

Distribution of HOME Units

HOME Units
(2nd Try)

0.00
5.00
5.00
5.00
0.00
0.00

15.00
0.00

HOME Units
(3rd Try)

0.00
5.00
5.00
5.00
0.00
0.00

15.00
0.00

HOME Units
(Conclusion)

(@] [a] {6} (6] (6] (=]

Comments

HOME Webinar
Sample Case Study

OK

221d3 Limit

$0
$721,776
$900,000
$1,100,000
$0

$0

$2,721,776
$181,451.73
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Anker Heegaard
Sticky Note
Max HOME investment, lesser of amount by 'fair share' and amount by 221(d)(3) limit.

Transaction proposes $2.0M, so it's less than the max investment for 15 units (OK)

If the transaction were increased to $2.2, to provide greater viability with a larger R4R deposit of $400 PUPA, that would be within the max amount, and wouldn't require additional HOME units. 




