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Prerequisites for Basic

Development

You Must Control One of These to Get Started
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Knowledge Buyers/Tenants
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Motivating Factors for Community-
Initiated Development

« Need/Use/ldea-Driven: ¢ Property-Driven:

Someone ought to do Somebody ought to

something about... do something with...

— putting affordable housing ~ — the old hotel that's not
in this neighborhood, or being used, or

— attracting some quality — the empty lot on Jones
retailers to this area, or Street, or

— developing a restaurant — the vacant space in the

near the plant “XYZ" Building
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Organizational systems

Board Sets

policies &
parameters

Ends

The Board of Directors

= Clearly defined roles

= Set strategic goals/
Ends

= Establish parameters
from which staff work
within
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Organizational systems

Board Sets

policies &
parameters

Staff

= \Work toward achieving
strategic goals/ Ends

= Establish internal
systems of operations
and production

< SUGILT

Ends
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Board Responsiblilities

 Role of Board v. Staff— Balance broad
leeway that staff needs v. oversight and legal
responsibility that board requires

e Full Board:
— Assist with community relations

— Participate as needed (land use hearings,
meetings with lenders & investors, ground-
breaking, grand openings)

— Know your projects

— Basic understanding of development
process

— Understand and approve potential liabilities
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Board Responsiblilities (cont.)

* Development subcommittee

—good for detailed project oversight,
timely approvals at critical points

—Reports to full board periodically



N PO R W TN BN

Project Related Decisions

« Understand funder-specific requirements
e Approve project concept

* Provide broad authorization to sign docs, take
needed actions (by position title; “one of”?)

« Authorize submittal and acceptance of loan
and grant applications

e Approve main development team members—
developer, architect, builder

* Approve land selection/acquisition
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Development Process Stages

1 -2 years o months longer than our Iifeti@
to 1 year
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Development Process

A series of steps that are required to
take the idea of a development and
turn it into a completed project.



Community Real Estate
Development Chart

Primary Steps

Forming the Feasibility Deal Mt Project Operation
DevelGhIIElLE g 5110[0)Y = Pl_annln_g S = Construction = or Sale
Concept Financing

There Is a major "decision point" at the end of
each primary step.
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The Developer

 Traditional Developer
— Contribute equity to the projects
— Own the finished products

— Receilve the financial returns the projects
ultimately generate.

« Community-Based Developer
— May or may not do the above
— Motivated by the creation of units more



Rule of Thumb Allocations
3 year/156 week Project

% of total % of
time Duration costs
Concept 5%-20% 8-31 weeks 0%-5%
Feasibility Study 10%-20% 16-31 weeks 5%-15%
Planning/Financing 15%-25% 23-39 weeks 15%-30%
Construction 30%-60% A47-94 weeks 40%-75%

Sales/Rent-up (operations) 5%-15% 8-23 weeks 5%-10%
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Making Preliminary Analyses
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Preliminary Site ldentification and Evaluation

ecklen oL inz * .
oty S T ot Checklng
Properly Ownership Land Records Information System

— 1 fundamental issues
e S — Zoning

— Topography

— Site size

— Flood plain location
— Street access




MECKLENBURG COUNTY, NC POLARIS MARKET ANALYSIS RESULTS

Date Printed: 7/26/2006 1:47:47 PM

Print Data Below Click Here to Close Window

search Criteria: Searching for Single-Family property in Appraisal Neighborhood Code # G905, Results Sorted by: Descending

Aarket Value Order

Your search returned 792 records. You are now viewing records: 1 through 9
Next >>

arcel ID #: 07110435

ycation: 312 COXE AV, CHARLOTTE
ind Area: 0 AC

ales Price: $0 (2/6/2006)

ax Market Value: $160,700

]. Ft.: 2592 Year Built: 1966
edrooms: 0 Full Baths: 3

Parcel ID #: 07110437

Location: 300 COXE AV, CHARLOTTE
Land Area: 0 AC

Sales Price: $60,000 (12/14/1992)

Tax Market Value: $160,700

Sq. Ft.: 2592 Year Built: 1966
Bedrooms: 0 Full Baths: 3

Parcel ID #: 07107445

Location: 1625 S BRUNS

AV, CHARLOTTE

Land Area: 0 AC

Sales Price: $265,000 (9/13/2005)
Tax Market Value: $157,400

Sq. Ft.: 650 Year Built: 1965
Bedrooms: 2 Full Baths: 1

arcel ID #: 07107705
ycation: 318 WESLEY HEIGHTS
Y, CHARLOTTE

aind Area: 0 AC

ales Price: $275,000 (6/30/2005)
ax Market Value: $143,400

]. Ft.: 1848 Year Built: 1954
edrooms: 0 Full Baths: 2

Parcel ID #: 07107605
Location: 329 WOODVALE
PL, CHARLOTTE

Land Area: 0 AC

Sales Price: $0 (3/31/2005)
Tax Market Value: $133,000
Sq. Ft.: 2978 Year Built: 1941
Bedrooms: 0 Full Baths: 2

Parcel ID #: 07819303
Location: 328 FLINT ST, CHARLOTTE
Land Area: 0 AC

Sales Price: $0 (2/12/1980)

Tax Market Value: $119,500

Sq. Ft.: 1972 Year Built: 1911
Bedrooms: 3 Full Baths: 1

arcel 1D #: 06903207

ycation: 400 MATTOON

I, CHARLOTTE

aind Area: 0 AC

ales Price: $135,000 (4/5/2006)

Parcel ID #: 07110401

Location: 400 BACON AV, CHARLOTTE
Land Area: 0.267 AC

Sales Price: $0 (3/29/2006)

Tax Market Value: $111,500

Parcel ID #: 07107311

Location: 517 KATONAH

AV, CHARLOTTE

Land Area: 0 AC

Sales Price: $74,000 (7/28/1998)

Analysis of
Comparable Sites

* From local tax
records you can learn
about similar sites
regarding
— Size
— Recent sales
— Internal features

e In order to gauge
feasibility and values
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Preliminary Site Analysis

) __* Given the local
| e ordinances and
| / codes, what are the
requirements for
— Setbacks and yards
— Parking

— Tree planting and
landscaping

— Road access
— QOrientation

EEEd
# :
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RSMeans® QuickCost

Estimator

o Select from more than 50 building types in 930
locations throughout the U.S. and Canada.

« The RSMeans Quick Cost Estimator enables you to
quickly calculate an estimated value of total project cost
localized to your selected area.

 The calculations include add-on costs itemizing low,
medium & high estimates for Architectural Fees &
Contractor's Overhead & Profit.

e http://www.rsmeans.com/calculator/index.asp



http://www.rsmeans.com/calculator/index.asp
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Initial Rough Cost Estimation

RSMeans QuickCost Estim ator

Project Title:
Model:
Construction:
Location:

Stories:

Story Height (l.f.):
Floor Area (s.f.):

Data Release:
W age Rate:

Basement:

Blackmon After School Project

Day Care Center

Tiltup Concrete Panel / Steel Joists
CHARLOTTE, NC

1 f-qh-.q:r ‘-'}_;I

B LT
._M j.

12 - -_-375-:_?'3:-47. = .
i TR i S 5 g
4 OOO i a1 i g nF J.{:*“—J:..Li 'S?.
) - -‘|_.--\-|_MI . _—n
2006 Costs are derived from a building model with
basic components. Scope differences and
Union market conditions can cause costs to vary

significantly.

Notincluded

Costramges | “Low | wed | Hign

Total:

$292,500 $325,000 $406,250

Contractor's Overhead & Profit: $73,125 $81,250 $101,563

Architectural Fees:

$33,257 $36,953 $46,191

Total Building Cost: $398,882 $443,203 $554,003
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Managing the Development
Process
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The Residential Development

Process
 New house construction involves matching land,
a purchaser and a builder with acquisition and
construction financing and permanent
mortgages.

e This process includes six steps:
— strategic and program planning
— program setup
— purchaser qualification and site control
— loan packaging and contractor award
— construction
— final closing and warranty
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STRATEGIC AND PROGRAM

PLANNING

 Evaluate the neighborhood, the local
housing market, the available financing
and the strength and diversity of your
development team before you decide to
embark on a new construction initiative.

e Base this decision on facts and careful
study, not merely the desire of a few staff
or community or board members to see
some new houses in the neighborhood.
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PROGRAM SETUP

* Structure your development team and financial
parameters to fit your anticipated project
pipeline.

* A qualified team includes
— a pre-purchase mortgage counseling organization,;

— a builder who also designs, builds and potentially
finances single-family projects; and

— a real estate agent who will market the properties to
targeted groups.

e Balance the board’s mission to house
neighborhood residents with the economic
realities of construction and lot costs, as well as
the income and credit restrictions on mortgage
financing.




e e i S R R B
PURCHASER QUALIFICATION

AND SITE CONTROL

« Potential purchasers can be referred from real estate
agents and through outreach and marketing programs
run by the nonprofit or the selected pre-purchase
mortgage counseling agency.

e This pool of interested buyers is rapidly pre-qualified
using short credit checks and a simple one-page
application.

e Each client should be advised on the credit
requirements, home ownership training and down
payment funds needed to buy a home.

e Your organization should also start to build a stockpile of
buildable lots for constructing housing in your target area
through donations, purchases, and option or contingent
contacts.
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LOAN PACKAGING AND
CONTRACTOR AWARD

« At the outset, you must match the lender and the
contractor or design-builder with the landowner,
and make sure that the prospective house will be
available at the time the buyer will have sufficient
funds to purchase lIt.

* The nonprofit’s role will include

— coordinating the construction loan and permanent
mortgage applications,

— being involved in housing design and cost estimating,
— coordinating the construction bid process, and
— setting and negotiating the acquisition price.
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LOAN PACKAGING AND
CONTRACTOR AWARD

« Additionally, the nonprofit should gain agreement with
the home purchaser on a final purchase agreement and
provide homeowner training.

 Needless to say, it is a complicated process that requires
skill, patience and (more often than not) charm.

e The nonprofit also needs to come up with accurate
estimates of the length and cost of the development
process.

 When coordinating the needs and expectations of this
many people, almost nothing is as important as a cleatrr,
realistic timeline that is acceptable to all.
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CONSTRUCTION

e Now It Is time to build the home.

 If you are new to this business use a
design-builder to do the actual
construction.

* A design-builder is a construction firm that
can take the construction process from
drawings and permits all the way to the
sticks and bricks.
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e |nthe

CONSTRUCTION

construction stage, the CDC oversees and

assists the design-builder.

 Oversight consists of making sure that the house
IS constructed on time, on budget and according

to the

specifications contained in your

agreement with the builder.

« This can be a very risky phase, as construction
on many buildings takes more time, costs more
and may not be of the right quality.

e Week

y meetings, clear communication among

all parties, and decisive action when schedules

or bud

gets are not being followed help to keep

construction on track.
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FINAL CLOSING AND

WARRANTY

 When construction is completed and approved
by all lending sources, assist the buyer in the
Initial transition to home ownership by helping
out at purchase and mortgage closing.

* You may also provide home maintenance

training for the purchaser and warranty follow-up
services for the home.

« At this stage, obtain program evaluations from
both the contractor and the buyer, and celebrate
your success!
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Potential Funding

Phase Uses Sources

Predevelopment Architectural, engineering | Foundation grants; NFP housing
& consultant costs fund loans; program funds

Acquisition Land costs; title & legal NFP housing fund loans; banks;
fees city program funds; grants

Construction Construction & NFP housing fund loans; banks;
architectural costs city program funds; grants

Permanent Funds to buyer; repayment | Banks; city program funds;
or conversion of grants for down payment and
acquisition, construction & | mortgage assistance
predevelopment loans
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Affordability, Construction Costs
and Operating Expenses



House Charlotte

2002 Median Family Income for tha Metropolitan Statistical Area:
Charlotte - Gastonia - Rock Hill

FAMILY SIZE

% OF
INCOME 1 2 3 4 5 6 7 8

20% $8,950 $10,250 $11,500 $12,800 $13,800 $14,850 | $15,850 | $16,900

30% $13,500 $15,400 $17,350 $19,250 $20,800 $22,350 | $23,850 | $25,400

40% $17,950 $20,500 $23,100 $25,650 $27,700 | $29,750 | $31,800 | $33,850

50% $22,450 $25,650 $28,850 $32,050 $34,600 | $37,200 | $39,750 | $42,300

60%0 $26,900 | $30,750 $34,600 $38,450 $41,550 $44,600 | $47,700 | $50,750

70% $31,400 | $35,900 $40,350 $44,850 $48,450 $52,050 | $55,600 | $59,200

80%0 $35900 | $41,050 $46,150 $51,300 $55,400 $59,500 | $63,600 | $67,700

90%o $40,400 | $46,150 $51,950 $57,700 $62,300 $66,950 | $71,550 | $76,150

100%6 $44,850 | $51,300 $57,700 $64,100 $69,250 $74,350 | $79,500 | $84,600

110% $49,350 | $56,400 $63,450 $70,500 $76,150 $81,800 | $87,400 | $93,050

Note: To update to current year, please change HUD's estimate of Median Income for 100% Family of 4



Appendix 1 - Definition of Affordability For Base Year 2002

a1 Affordability Matrix - ( Based on a Family of 4)
%0 of Median Annual Maximun Max. Max. Sales
Income Income Monthly Rent Price Price
50%0 $32,050 $801 $88,755 $93,192
60%0 $38,450 $961 $110,560 $116,088
80% $51,300 $1,283 $154,341 $162,058
100%0 $64,100 $1,603 $197,952 $207,849
120%0 $76,900 $1,923 $241,562 $253,641

Assumptions: Insurance and taxes are $150,.00
8 % interest Rate for 30 years

Affordability Matrix - ( Based on a Family of 3)

% of Median Annual Maximun Max. Max. Sales
Income Income Monthly Rent Price Price
50%0 $28,850 $721 $77,852 $81,745
60%0 $34,600 $865 $97,443 $102,315
80% $46,150 $1,154 $136,795 $143,634
100%0 $57,700 $1,443 $176,146 $184,954
120%0 $69,250 $1,731 $215,498 $226,273

Assumptions: Insurance and taxes are $150,.00
8 % interest Rate for 30 years

Affordability Matrix - ( Based on a Family of 2)

% of Median Annual Maximun Max. Max. Sales
Income Income Monthly Rent Price Price
50%b $25,650 $641 $66,949 $70,297
60%6 $30,800 $770 $84,496 $88,721
80%0 $41,050 $1,026 $119,418 $125,389
100% $51,300 $1,283 $154,341 $162,058
120% $61,550 $1,539 $189,264 $198,727

Assumptions: Insurance and taxes are $150,.00
8 % interest Rate for 30 years

V. Affordability Matrix - ( Based on a Family of 1)
% of Median Annual Maximun Max. Max. Sales
Income Income Monthly Rent Price Price
50%0 $22,450 $561 $56,047 $58,849
602%0 $26,900 $673 $71,208 $74,769
80% $35,900 $898 $101,872 $106,966
100% $44,850 $1,121 $132,365 $138,984
120%0 $53,800 $1,345 $162,859 $171,002

Assumptions: Insurance and taxes are $150,.00
8 % interest Rate for 30 years




Average Par LUnit
LANMD ACQUISITION

Purchase price $3,000
Title report and settlement fes 150
Title insura nce 175
Transfer tax, docurmernt starnps & recording fee 100
Emvironmental audit 400
Survey 225

n
Prepaid property taxes =10
Subtotal land acquisition costs 54,100 y p I ‘ a

COMSTRUCTION COSTS

Direct costs @ §52 p=rsg. ft. 52, 400 L] u

Hard cost contingency @ 5% 2120

Builder's profit and owverhead @ 16 % & 240 I n g e al I l I y
Subtotal construction costs 371.760

PROFESSICMNAL FEES

Plans and specifications {inc uded) 0

Sponsor’s legal and audit costs 100

Financial packager 300
Subtotal professional fees 400

FINANCING COSTS D V I m n

Crigination fes on purchaser mortgage @ 1.00% £51

Imterest on predevelopment loan 510,000 & 3% for nine months 180

Imterest on private construction loamn 371,760 @ 12% for six months 2 583

Mote: Predewelopment and construction loans are draswn down a5 needed. In
thiz emarmple= itis assumed that, on sverage, 80% of the prindpal amount of
these lcans are outstanding at arny time.)
52,814

Subtotal finamcing costs

OTHER SOFT CO5TS

Appraisal 5275
Application fee to subsidy 15
Cther lender legal =11
Marketing 200
Prepaid hazard & builder's risk insurance 200
Ltilities during construction 150
Working capitaliresene 200
Soft cost contingency 65

Subtotal other soft costs 31,155
MOHNPROFIT SPONSOR™S ALLOWRAMCE @ 9% £7.221

TOTAL BEVELOPMENT COST PER HOLUISE SE7.450
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Monthly Housing Payment Calculation

HOUSE PURCHASE PRICE fIncluding all closing costs) S87.500
Subitract any buyer subsicy by adding together any closing cost, down payment — $35.000
ar second-martgage grant programs available to purchassrs.

Subtract any cash doswrn payment expected from the buyer. —31.500
This 15 the mortgage amount a buyer will hawve to finance to purchase 51 000
the house for 587,500,

Based on a 30-year mortgage at 7 percent interest, this is the monthly mortgage %342
peyment on $571,000.

Add the estimated monthly payments for property taxes and property insurance. + 5100
This is the principal, interast, tazes and insurance (PITHL better known as w442

a manthly housing payment.

Ta QuUalify to purchase this holes seling Tar 387,500, a hous=hod misst hase a gross Inmme qrcome before tanes)
between £16,072 and 318,843 annualy 1o pay 3442 3 manth forthe ATI. Thesa figurss are based on the general guid-
ance af mortgage lenders that the payment | bebween 28 peroent and 32 percent af the buyer's monthily gross income
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Typical Annual Operating Budget

Staff
Executrve director 25% FTE .20, 000
Project coordimator 100% FTE 25,000
Administratire assistant S0% FTE 10,000
Fringe 25 % of salaries £16,250
Cffice remt 6,000
Telephone £1.200
Supplies and postage S0l
Equipmeant maintenance 430
Liakility insurancs P
Automobile mileage L=
Legal and accounting o, O
TOTAL %08, 530

With annual costs close b 3100000, ywol can =28 why you would nessed o producs
20 units, each whh an average p=r untt 7ee of 54,950, In aorder to break even.

FTE = Full-Tim Equivalent



Land Costs

Land Acquisition Loan Interest
Land Acquisition Closing Costs
Demolition

Accounting

Legal

Taxes

Insurance
Reimbursables
Deweloper Fee
Rezoning

Permits

Fannie Mae

Transfer Fees

Marketing

Construction Loan Interest
Construction Loan Fee
Inspections

Appraisals

Suney

Title

Environmental Audit
Subsurface Engg.

Site Engg.

Architecture

Bldg. Engg.
Reproductions
Construction (@%$65/SF)
Contingency

Road Extension
Warranty

Totals
Closing Costs 3%

R/E Commissions

Total Costs to Buyer

Total Project

Per Unit Average

47 Units Full Cost Subsidized
$ 452,000  $ 9,617  $ 9,617
$ 91,500 $ 1,947 | $ 1,947
$ 4,500 $ 9% $ 96
$ 50,000 $ 1,064 | $ -
$ 4,000 $ 85 $ 85
$ 30,000 $ 638  $ 638
$ 3,000  $ 64 $ 64
$ 1,000  $ 21 $ 21
$ 1,000 $ 21 $ 21
$ 100,000  $ 2,128 $ 2,128
$ 1,000 $ 21 $ 21
$ 2,500 $ 53 $ 53
$ 5,000  $ 106 $ 106
$ 11,000 @ $ 234 | $ 234
$ 20,000 $ 426 $ 426
$ 237,000  $ 5043 $ 5,043
$ 42,500 $ 904 $ 904
$ 4,200  $ 89 $ 89
$ 3,000 $ 64 $ 64
$ 8,500  $ 181 $ 181
$ 3,300  $ 70 $ 70
$ 2,000  $ 43 $ -
$ 2,000 $ 43 $ 43
$ 20,000 $ 426  $ 426
$ 60,000  $ 1,277 $ 1,277
$ 15,000  $ 319 $ 319
$ 2,500 $ 53 $ 53
$ 3,390,400 $ 72,136 $ 72,136
$ 300,000 @ $ 6,383  $ 6,383
$ 436,000  $ 9,277 | $ -
$ 14,100  $ 300  $ 300
$ 5,317,000 $ 113,128 $ 102,745
$ 159,510 $ 3,394  $ 3,082
$ 206,000  $ 4,383 $ 3,981
3.87%| $ 120,904 $ 109,808

Townhouses for Sale Construction Sources & Uses

NFP loan repaid from sales revenues
Deferred costs recowered from sales revenues
Equity recowvered from sales revenues

Grant

Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)

Deferred costs recowered from sales revenues

Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Grant

Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)
Bank loan (repaid)

Grant/reimbursement
Deferred costs recowered from sales revenues

980 SF Unit | 1,080 SF Unit 1,180 SF Unit
$ 85,117 $ 95,117 $ 105,117
$ 2,554 $ 2,985 $ 3,285

3,870.40 4,265.34 4,660.28
$ 91,541 $ 102,367 $ 113,062



Townhouses for Sale Affordability Analysis

Market Subsidized 980 SF 1080 SF 1180 SF

Total Costs to Buyer 3.87% $ 120,904 $ 109,808 $ 91,541 | $ 102,367 | $ 113,062
Buyer Downpayment $ (6,045 $ (1,000) $ (1,000) $ (1,000) $ (1,000)
House Charlotte $ - $ (7,500) $ (7,500) $ (7,500) $ (7,500)
Amount to be Financed $ 114,859 $ 101,308 $ 83,041 $ 93,867 $ 104,562
Monthly Principal & Interest (30 yrs. @ 7.5%) $ 803 % 708 $ 581 $ 656  $ 731
Monthly Property Taxes @ $1.40/$100 TV $ 132 $ 120 $ 9 $ 111 ' $ 123
Monthly Insurance @ 1% TV (part to H/O fee) $ 9 $ 86 $ 713 79 $ 88
Monthly Homeowners Association $ 100 $ 100 $ 100 $ 100 $ 100
Total Monthly Expenses (not incl. Utilities) $ 1,129 $ 1,014 $ 851 $ 947  $ 1,041
Minimum Qualifying Monthly Household Income $ 4033 $ 3,621 $ 3,039 $ 3381 % 3,719
(@28% ratio) hsg. expense to before tax income
Minimum Qualifying Annual Household Income $ 48401 ' $ 43451 $ 36,466 | $ 40,567  $ 44,629

Qualifying Income as % of AMI ($60,400/yr.) 80.1% 71.9% 60.4% 67.2% 73.9%



BUILDING NEW APARTMENTS FOR RENT

ASSUMPTIONS ABOUT OPERATIONS

INTEREST RATE
TERM OF LOAN
TAXRATE
INSURANCE
MANAGEMENT
"FRONT END RATIO"

7.0%

10

$ 1.25

28.0% | MAXIMUM % OF GROSS INCOME AVAILABLE FOR RENT

YEARS

PER $100 OF TAXVALUE
1.0% PER ANNUM OF PROPERTY/TAX VALUE

$ 4,500 |PER UNIT PER YEAR

ASSUMPTIONS ABOUT DEVELOPMENT

COST/ACRE LAND $ 130,680 |OR$/SF->$ 3.00
NUMBER OF ACRES 13.6
SOFT COSTS 5.0% APPRAISALS, LOAN ORIGINATION FEES, ETC.
NUMBER OF UNITS BUILT 165
GROSS DENSITY 12.2 UNITS/ACRE
DEMOLITION PLUG
SITE PREP/GRADING $ 5,000 COST/ACRE
AVG. SIZE OF UNIT BUILT (SF) 1,700
CONST. COSTS/SF $ 65.00
CONST. INTEREST RATE 4.5% ANNUAL
LANDSCAPING $ 40,000 COST/ACRE
ARCHITECTURAL DESIGN 5.0% % OF CONSTRUCTION & LANDSCAPING COSTS
DEVELOPER PROFIT 10.0% % OF TOTAL COSTS
CONTINGENCIES 5.0% % OF CONSTRUCTION & LANDSCAPING COSTS
TOTAL PER UNIT MINIMUM MINIMUM
LAND (INCL CONST. SOFT $) $ 1,863,092 $ 11,291 REQUIRED REQUIRED
DEMOLITION $ 100,000 $ 606 MONTHLY MONTHLY ANNUAL
LAND DEVELOPMENT EXP. $ 1530166 $ 9,274 RENT INCOME INCOME
SITE PREPARATION $ 67,890 $ 411
CONSTRUCTION $ 18,232,500 $ 110,500 $ 800.00 $  2,857.14 $ 34,285.71
LANDSCAPING $ 543120 $ 3,292 $1,600.00 $  5,714.29 $ 68,571.43
ARCHITECTURAL SVC. $ 938781 $ 5,690
CONST. INTEREST $ 820463 $ 4,973
CONTINGENCIES $ 938781 $ 5,690
TOTALS $ 25,034,792 $ 151,726




Rental Housing Operating Analysis

PER UNIT

MONTHLY TOTAL ANNUAL
MONTHLY RENT UNIT TYPE UNITS SIZE NET RENT RENT
$ 800.00 2BR/1B 0 850 $ - $ -
$1,600.00 4BR/2B 165 1700 $ 264,000 $ 3,168,000
TOTAL GROSS RENTS FROM UNITS $ 264,000 $ 3,168,000
LESS VACANCY RATE 10.0% $ (316,800)
VACANT UNITS 17
NET REVENUES $ 2,851,200
OPERATING EXPENSES/UNIT/YR. $ (742,500)
NET OPERATING INCOME $ 2,108,700
AVAILABLE TO SERVICE DEBT @ RATIO 1.25| $ 1,686,960
MAXIMUM LOAN SUPPORTABLE $22,029,464
ANNUAL INTEREST RATE 6.5%
TERM IN YEARS 30
|REQUIRED EQUITY INVESTMENT $ 3,005,328 |
ANNUAL CASH FLOW $ 421,740

RATE OF RETURN
(BEFORE TAX)

ANNUAL PROPERTY TAX REVENUE

14.03%

$ 312,935




Information on Housing
Affordability in Your Area

National Low Income Housing Coalition
Home / Search
Dedicated seldy to endng America 's affordable housing erisis.

Out of Reach 2004

Winton Pitcoff, Consuftant
Danilo Pelletiere, Research Director
Sheila Crowley, President
Mark Treskon, Research Analyst
Cushing N. Dolbeare, Founder and Chair Emeritus

Media Contact: Katie Fisher, National Low Income Housing Coalition, 202-662-1530,
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Despite the emphasis on homeownership and the marginalization of renters. renter households
still make up fully one-third of the households in the United States — nearly 36 million
households. Qut of Reach is a side-by-side comparison of wages and rents in every county.
Metropolitan Statistical Area (MSA). combined nonmetropolitan area and state in the United
States. For each jurisdiction, the report caleulates the amount of money a household must earn in
order to afford a rental unit of a range of sizes (0. 1. 2. 3. and 4 bedrooms) at the area’s Fair
Market Rent (FMR). based on the generally accepted affordability standard of paying no more
than 30% of income for housing costs. From these calculations the hourly wage a worker must
earn to aflord the FMR for a two bedroom home is derived. This figure is the Housing Wage.

Data » Introduction (/nciudes the analysis of the report and
To View Data for a State, describes national trends.)
County,
Metropolitan Statistical Rankings
Area, or
nonmetro areas for a = Least Affordable States
state, choose » Least Affordable Metropolitan Statistical Areas
a state: » Least Affordable Counties
» Least Affordable Combined Nonmetro Areas
-— All States —- « State Ranks Based on Two Bedroom Housing Wage
Alabama

Alaska How to Use the Numbers

Where the Numbers Come From

Appendix A: Explanation of Fair Market Rents
Appendix B: Methodology and Sources

Appendix C: Change and Controversy for the 2005 Fair
Market Rents

Arkansas |
You can select more than one

state by

U I I

holding down the Control key.

ClickiolVow/Dats = Appendix D: Towns within New England FMR Areas
Calculate vour personal « NLIHC Press Release

housing wage, based on
VOur curirent rent.
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Go to your specific state and
your specific county or MSA

This site will yield detailed
information on the “fair market
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of your area’s population that
can afford fair market rents (30%
of AMI)
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Housing Affordability in Charlotte NC

« What impact will these
limitations make on

Home / Search

Out of Reach 2004

affordable housing

Charlotte--Gastonia--Rock Hill, NC--SC MSA, North

[n Charlotte--Gastonia--Rock Hill, NC--SC MSA, North, an extremely low
income household (earning $18,540, 30% of the Area Median Income of
$61.800) can afford monthly rent of no more than $464, while the Fair Market
Rent for a two bedroom unit is $719.

A minimum wage earner (earning $3.13 per hour) can afford monthly rent of
no more than .

An SSI recipient (receiving $364 monthly) can afford monthly rent of no more
than , while the Fair Market Rent for a one-bedroom unit is $647.

[n Charlotte--Gastonia--Rock Hill. NC--SC MSA. North, a worker earning the
Minimum Wage ($3.15 per hour) must work 107 hours per week in order to
afford a two-bedroom unit at the area’s Fair Market rent.

The Housing Wage in Charlotte--Gastonia--Rock Hill, NC--SC MSA,
North is $13.83. This is the amount a full time (40 hours per week) worker
must earn per hour in order to afford a two-bedroom unit at the area's Fair
Market rent.

A unit is considered affordable if it costs no more than 30% of the renter's income.

projects in Charlotte?

 What would you have

to do to develop or
rehabllitate an
apartment to be
affordable in this
market?




Specific Affordability Data for
Charlotte

2004 Family Income

2004 Annual Median Income" Maximum Affordable? Monthly Housing Cost by % of Family
Location (HUD) AMI
Annual | Monthly | 30% of AMI 30% S0% 80% 100%
Charlotte--Gastonia--Rock Hill, NC--
SC MSA, North 61,800 £5,150 $18,540 464 ST73 $1,235 §1,545
Fair Market Rents (FMR)? by Number of Bedrooms

Location Zero | One | Two | Three | Four

Charlotte--Gastonia--Rock Hill, NC--8C MSA, North | 8597 | $647 | $719 | 913 | £1,000

2004 Renter Households

Income Needed to Number Earning 30% | Number Earning 30- Monthly Rent
Locatl Estimated Renter Median | Afford 2BR FMR of AMI 50% of AMI :" j’ b1
HEC Annual Income as Percent of Renter or Less Unable to Unable to Afford at Ren::r ]:'le;hn
Median Afford Rent (2000) Rent (2000)
Charlotte--Gastonia--
Rock Hill, NC--SC MSA, North 35,661 B1%% 21,606 15,105 E8O2
Income Needed to Afford FMR
Annual Amount Percent of Family AMI
Lecation Zero One Two Three Four Zero One Two Three Four
Bedrooms | Bedroom | Bedrooms | Bedrooms | Bedrooms | Bedrooms | Bedroom | Bedrooms | Bedrooms | Bedrooms
Charlotte--Gastonia--
Rock Hill, NC--5C MS A, North $23,880 525,880 $28,760 $36,520 F40,000 39%% 42% 47% 59% 3%
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Employer-Assisted Housing
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Employer Assisted Housing

Pullman to the Present: A Brief History of EAH

1880s 1920s 1960s uUntil 1980s Early 1990s 2000
1980s
Company Modern Penn Corporate  Extension by Touted as Trajectory
towns - transportation  University relocation some “hot new not
Pullman — company commences perk for employers of benefit” sustained
founded towns EAH executives  housing from early
outmoded program for benefits to Nonprofits 1990s, but,
existing non- and CDCs again,
staff, management  started increasing
though employees offering interest in
generally services to EAH
EAH employers
remained... EAH
Union role - remains
Taft-Hartley uncommon,
Act amended though a
variety of
Fannie Mae programs
and Freddie operates
Mac across the
specialized country
products
EAH made
HUD HOME
program-

eligible
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Employer-Assisted Housing
Benefits

* Reduce the cost of employee recruitment, retention, and training by
using housing benefits to attract and retain employees.

* Reconfigure (and reduce) other benefit costs when employees
choose housing benefits offering long-term asset-building
opportunities.

» Offer more cost-controllable benefits, since EAH programs require
one-time rather than continuing employer payments.

 Increase productivity, security, and property values by encouraging
employees to purchase homes proximate to corporate facilities.

* Improve community relations as good employees make good
neighbors.

« Improve employee morale and life-cycle benefits planning by
helping employees achieve an important life goal — owning a home.
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Table 1. University Emplover Assisted Housing Programs, Models, and Motivations.

Beanefit

Haino-Buying Assstance: Dowi
pavinent assistance, ciosing cost
assistnnes, helow-markest inans for
henmes puschased in LeDroit Park
Homestending Rental Properties:
university -owned renfal propeciies

Hame-Buyving Assistanee; J«yenr
forgivable lean up to 55,00 for
properties located in Hill area,
Home-Buying Assismnee: T-yoir
forgivable loan up o 10,000 in
Histovie Mile Square; up de 54000
writhin City limtls.

Home-Buylng Assistamce! grant up
to S 1O006 £ ¥ ear | - L5.0040; ¥eur 2-
B~ 510007 grant up to 515,000 for
Wards 6,78 9 {Year 1 - 57,504 Y ear
2-tv - 51,5000

Exterior Renovation Assistance;
grant ug o 51000 on profects
costing over 25,000,

Financinl'Realty Services: ol
prefzrred rales

Counseling: howsing information &
cducation services

Finaneial Services: s prefemred miss
Honmre-Buying Assigtanca: S-year

[Crgivable Loan up G 535008 o 5%
of purchasa price {whichover is pssk

Heame-Buying Assistance: fergivable
loin up to 515,000 fur properiies
loeated in-designated areas.

Counseling: howsing information &
education services

Benefit
GV Loan Program: up o
5,000 loan

Monetization Loan Program:
HZ5M-5 00K based on income

Pariners
Faninbe Maw, Mational Capital Revialization

Corporation, IO, Housing Finenoe Agency,

oMMty

Fenniz Mag; Meighborhood Housing or
Suranton

Maighberheod Houslng Service of Hamilon
{MHS - nonsprofit pragram administrator)

Clty of Cleveland; University Circle; Fannle
Muog; lacal CDCs: local lendeis [T|.1'ir|.i Federal

Savings and Loan. Filth Thivd Bank, Koy
Batk, Matonal City Bank, Ohio Savings

Banky: lecal renl estate services (Realiv Cinel

Fannie Mag

LFUGE. Samaritan Hospital, Fannie Mag,
loval counseling agencies (Comnmmunity
Reinvestment Allinnce of Lexingion,
Remgonreas Educhtion & Assistance for
Community Housing, Community Venlueea
Corporatient, leoders (Bonk Cme, Notional
Clr)

Panners
Riggs Bank, Fannie Mue, Distvict of
Columbia Housing Finance Agency

Commeaitts
Alge available o police officirs,
framen, ancd teachers

Expanded: also avoilable for
professional students;

hilip:
PR T

ecurlwost Leda
Al TRER himal

NI

Bust participate i Homeowney
Education Progeam

Comments
Biggs Bonk, Fannie Mag. District
of Columbia Housing Finance

Apency

Muaotivation Type
fecraifmanlrdtention
revitnlization

rexvitnlization

reg T el Conminity
relations

recruilment nsiention
rewitalizabicn

ravitaiization
recruitmentiireiention

vavitalizotion
recruilmenliretention

Muotivation Type
recruitment/retention
conmmunity relations
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Leder Credit Prograim: 5250
for first 40 buyers

Counseling: housing
information & educatEon
BETYIOES

Home-Buying Assistence; 5-
year fargivable loan up fo
£1.506 or 2% of purchazse
price {whichewver is less)
Home-Buying Assistance: up
o 52,500 loan at 6% for
homes purchased in specific
ArCaAs

Rencvation Asslstance: added
b0 Jean armount for up to 105%
of the property value
CHf-Campus Housing
Azsiztance (OCHA): database
of non-Columbia owned
npartmernits and rooms tar
lease - available to Faculhy,
gtaff, and alummi

Home-Buying Assistance: 5-
yeor forgivable loanup to
515,000 for propertics in
Upper Manhatian
Empeosennent Zone
Covrmseling: ecdicalion
FEEVICES

Home-Buying Assistance: 5-
wenr forgivable Toan up o
£3.000 for homes puschased
in specific areas

University guamntess loan, 50
lenders reguire no down
piyinent

Benefit
University guaraniees loan, so lenders
require pe dis payment

Homebuyver Propram: The progrum provides

Fannie: Mie,

The Home Owneeship Center of Greater
Cineinnat, e,

Barnard College, Teachers College,
Jewish Theological Seminary, Union
Theological Seminary

Fanniz Mae, Mew York City {7)

Center City Ine. (counseling provider),
City of Mingarn Falls; 5t Mory's
Hospital Memorinl Hospital, Public
Schools. many local lendors,

City of Columbus, Fannie Mae, Campus
Parincrs, Morthside Community
Development Corporation

Advance Bank., M AC Murl_g;lge
Corporation, and Citizens Bank

Paitners

toust complete a -howr Home
Buyer Training course at The
Home Chwnership Center,

Attend & counseling session with

ee of the progrum's counselars

wr attend the Community Houzing

181 workshop,

Comments

Sywﬂuﬂ 'Neigh‘nmhmﬂ Iritrustive

(SN KeyBank, Floet Bank, and

MET Bank
People 's Bank

Homebuyers may only

recruibtment' retention
revitnlization

recruiiment’ relantion
revitalizition

rewvitalization
recruitment retention

revitlization
recruitment/retention

recnaitment reten tion
revitalization

recnaiiment retention

IMotivation Type
rewvitolizmtion

recruitment retention

revitulization

Financial partner

Financial pariner

Financial partner.
connecton facilitator

Service prowida

Financial partner

Financial parner

Model Type
Financial parteer

Financial pariner
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$7.000 at the time of home purchise and
nine additional anmual payrments of £2,000.

Home-Buying Assistance: forgivable loins
for home purchiesed in specific ansas

Cnsh back when buying or selling o home
through Coldwell Benker Residential
Brokerage, feee home buyving seminars, and
discounted interest rales on morlgres,
Relocation Assistance: temp. renfal howsing

Rental Housing: university-owned
towmhouscs

University Cirove: new homes for purchase
on land owned by university

Maongagze Crientation Program: 40-year
viariabls loan 859005 of value

Cirsduated Payment Mortgage: kower imitisl
raie

Supplemental Home Losn Proprum:
primury/secondary morgages

Salary Bifférentinl Housmg Allowanocs
fumip s or over [ vk

Home-Buying Assestance! S-year forgivable
levan up to 37,500 for homes i specifie
areas

To bolster the CHA s redevelopment of
neighbonng Statewsy Gardens, a high-rise
alated fier demplition and transformation
into micced-income howsing, T will offer
any emploves a 57,500 forgivable loan o
bary & hotme i the néw community.
Cinaranteed Morlgage Program snd
Matching Cash Grants for homes purchased
within certain census tracts

loeal lending institutions: Bank of
America, Central West End Bank,
Citimortgage Inc., Commerce Bank,
Elizabeth Fay Mortgage, Gershman
Invesiment Corp. KdG Financial
LLC, LoanScapes, Providence Mort.
Coldwell Banker Residential
Brokerape

Mong

Morh American Mortgapge
Company,

City of Chicago, Metopolitan
Planning Counell, Meighborhood
Housing Services of Chicago

Minois College of Opteanetry nnd Die
La Salle High School

Syracuse MNeighbarhood Initiative
{SMI), KevBank, Fleed Bank, and
MET Bank

purchase in Empowerment

Zone arcas, including

additonal neighborhoods in
later phases of the program.

recruitmentretention

revitalization
feeruitment/retention

recruitment'reention

recruitmentretention

pecruitment retention

recruitmentretcntion
revitalization

revitalization
recruitment/retention

Tecraitmentyeiention
revitbization

Financial panmer

Financial partner

Fmancial parmer

Finadicial parmer

Finshcial partner;
connector fcilitator

Financial partner,
sérvice provider

Financial partner
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Joint Ventures and
Partnerships
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What is the fundamental conflict between the purposes
of, and restrictions on, a nonprofit and a for-profit?

« The CDC must be organized and operated for
substantially charitable purposes and therefore
cannot be operated for private benefit.

« A for-profit is organized precisely for the
possibility of private benefit inuring to investors —
It Is the motivating force behind investors putting
their capital at risk.

 That being said, a joint venture between the two
IS legally permissible, as long as several criteria
are met.
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Reasons for CDCs to Consider
Joint Ventures

* Inadequate experience
e Lack of staff

 Opportunity to achieve higher
production scale

e Core skill building opportunity
e Lack of financial strength

 Access to development financing
through for-profit partner
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Reasons for For-profit Developers
to Partner CDCs

« Access to the community

e Site Control

e Support among community residents
e Access to public funding sources

e Access to attractive debt sources
 Access to tax credit allocations
 Pool of interested job applicants
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Typical Assets Brought to

Partnerships by CDCs

e The deal

« Knowledge of the neighborhood and
neighborhood support

« Knowledge of the market
e Political support

o Attractive public and private funding
sources
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Typical Assets Brought to Partnerships by
For-Profit Organizations

 Technical expertise and
experience

 Dedicated full-time staff
 Financial strength
e Access to conventional funding



PO g W W

Typical CDC Roles and
Responsibilities

* Project conception and initial development,
Including obtaining site control and initial project
design;

 |dentifying community needs;

« Community organizing in support of the project
(e.g., rallying residents in favor of a large retall
or mixed-used project new to the neighborhood);

« Financial application and packaging of public
subsidy support; and

« Marketing the units to be developed.
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Typical For-Profit Roles and

Responsibilities

* Project budget development;

 Hiring contractor and construction
manager;

« Applications and financial packaging for
conventional financing sources;

o General overall project development.
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Negotiation Pressure Points
of Joint Ventures

 Primary Goal of the CDC

 Relationship between the CDC and the For-profit

o Clear Delineation of Responsibility for Fundamental Decisions
* Profit Sharing/Developer Fees

 Maintaining CDC Involvement

« Conflicts Resolution Mechanism

 Achieving Charitable and Social Welfare Goals
 Avoiding Excessive Private Benefit

« Handling Losses and Additional Capital Contributions
e How the Financing Comes into the Deal

e Critical Path

o EXxit Strategy
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Contract Co-Developers

e Advantages

— The CDC has unfettered control over the project, without having
to cede control to the for profit.

— The CDC does not have to share the upside potential, for
example, if a CDC is the sole owner of a supermarket.

e Disadvantages

— If there are development problems or delays, the for-profit does
not have much incentive to stay in the deal when it does not
have capital at risk. The CDC could be stuck holding the
proverbial bag.

— The CDC must bear the risk of loss by itself, i.e., its charitable
assets are exposed to a greater extent than if its liability were
limited, as ina GP, LP or LLC.

— The CDC cannot as easily learn from the for-profit if it is not a co-
owner, because the for profit, largely a consultant, has little
reason to share its expertise.
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Guides for CDCs

Considering Future Joint Ventures

« Thereis no “right answer”
e Beware of “role creep”
e There must be some development skills on staff

« A small, inexperienced CDC may be unable to add any real
value to the development process

« The CDC always assumes some risk of the project going badly
awry

« Ensure organizational and mission fit
« Map out roles and responsibilities
 Ensure mutual understanding and constant communication

« Walk and talk through possible problems and scenarios in
great detail

 Ensure that real value is added by both partners
« Know and trust your partner
« Human relations are crucial




Thank you for your attention
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