
PART II: AM DATA IN 
UNDERWRITING



WE’LL ASSUME YOU’VE GOT A HANDLE ON:

Big-Picture 
AM Functions
• Monitoring 

performance, 
compliance, and 
physical condition

• Occupancy
• DSCR
• OpEx

• Tracking and 
mitigating risk

• Investor relations 
and partnership 
management

Less-Routine 
Task Areas
• Capital planning
• Pre-stabilized AM

• Lease-ups
• Equity milestones

• Year 15 dispositions

EXECUTIVE SUMMARY 

 

 
 

 

 

Total Revenue $2,133,391 $2,059,422 $73,969 

Op. Expenses + 
RR $1,621,659 $1,527,703 ($93,956)

Net Operating 
Income $511,732 $531,719 ($19,987)

Debt Service $426,846 $426,360 ($486)

Description Current Month Description YTD Annualized
Accounts 
Payable

$0 
Revenue per 

Unit
$7,512 

A/P per Unit $0 
 Op. Expenses 

per Unit
$5,710 

Accounts 
Receivable

$63,879 
Payroll & Maint 

per Unit
$1,743 

A/R per Unit $225 Exp as % EGI 76.01%

Operating Cash $49,755 
Management 
Fee as % EGI

4.0%

85.93%B/E Economic Occupancy 

Budget Comparison

Description Budget 2011

Operations

Unaudited 2011 Variance (Unfav)
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WHAT DO WE SEE AMONG THE HIGHEST 
PERFORMERS?

Close the Loop: 
Understanding AM’s role in front-end transactions

1. Combat silos of information 
• Development (capital and operating budgets, layouts, amenities) doesn’t happen in a vacuum
• AM can as ‘translator’ between Development and PM

• Really strong AMs are able to speak two languages: capital stacks AND ongoing 
operations/compliance

2. Allocate resources across the property life-cycle
• Don’t put all the money (salaries), attention, and institutional power at the front end
• Think beyond the buyout: plan for the ‘then what?’
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A NEW ERA FOR THE LIHTC PROGRAM

LIHTC 
Program 
Created

• Capital 
(Production) 
Subsidy

Robust 
Industry 

Develops
• Builders grow into

Owner/ Operators

Focus on 
Properties 
as Assets

• Portfolios require 
ownership (i.e. 
long-term) 
decisions

As our industry increasingly sees itself 
not just as developers but also owners 
and operators of affordable properties, 
our relationship to the portfolio – and to 
its risks – also changes. 

Increasing reluctance to just ‘get the 
deal done’



Year 1
Year 2

Year 3
Year 4

Year 5
Year 6

 
 

 
 

Gross  Potentia l  Base Rent
$4,239,060

$4,323,841
$4,410,318

$4,498,524 $4,588,495 $4,680,265

Super's  Unit / Model  Unit

$0

$0

$0

$0
$0

$0

Vacancy Loss

($211,953)
($216,192)

($220,516)
($224,926) ($229,425) ($234,013)

Concess ions

$0

$0

$0

$0
$0

$0

Bad Debt

$0

$0

$0

$0
$0

$0

Net Effective Rental Revenue
$4,027,107

$4,107,649
$4,189,802

$4,273,598 $4,359,070 $4,446,252

Parking 

$0

$0

$0

$0
$0

$0

Laundry & Vending

$70,885
$72,303

$73,749
$75,224

$76,728
$78,263

 

 

Lega l  Fees , Other Income

$0

$0

$0

$0
$0

$0

Commercia l  Income

$317,285
$323,631

$330,104
$336,706

$343,440
$350,309

Other Income

$0

$0

$0

$0
$0

$0

Tota l  Other Revenue

$388,171
$395,934

$403,853
$411,930

$420,168
$428,572

Total Revenue

$4,415,278
$4,503,583

$4,593,655
$4,685,528 $4,779,238 $4,874,823

Expenses

Payrol l /Benefi ts

$426,962
$439,771

$452,964
$466,553

$480,550
$494,966

Genera l  & Admin

$112,697
$116,078

$119,560
$123,147

$126,842
$130,647

Advertis ing & Marketing

$2,950
$3,039

$3,130
$3,224

$3,321
$3,420

Repairs  & Maintenance

$313,442
$322,845

$332,531
$342,506

$352,782
$363,365

Turnover

$0

$0

$0

$0
$0

$0

Uti l i tie
s

$547,379
$563,800

$580,714
$598,136

$616,080
$634,562

GP AM Fee

$22,076
$22,518

$22,968
$23,428

$23,896
$24,374

Res ident Services

$6,707
$6,908

$7,116
$7,329

$7,549
$7,775

Insurance

$66,985
$68,994

$71,064
$73,196

$75,392
$77,654

Management Fee

$135,706
$138,420

$141,189
$144,012

$146,893
$149,830

Real  Es tate Taxes

$231,288
$238,227

$245,373
$252,735

$260,317
$268,126

Total Expenses

$1,866,193
$1,920,601

$1,976,609
$2,034,266 $2,093,620 $2,154,720

Replacement Reserve

$100,000
$103,000

$106,090
$109,273

$112,551
$115,927

Net Cash Flow Before Debt Service
$2,449,085

$2,479,982
$2,510,955

$2,541,989 $2,573,068 $2,604,175

Total Debt Service

($1,978,102)
($1,978,102)

($1,978,102) ($1,978,102) ($1,978,102) ($1,978,102)

DSCR

1.24

1.25

1.27
1.29

1.30
1.32

Cash Flow after Debt Service

$470,983
$501,880

$532,853
$563,887

$594,966
$626,073

Operating Metrics

Average Occupancy

95%

95%

95%

95%
95%

95%

Economic Occupancy

95%

95%

95%

95%
95%

95%

Average Rent

$1,766
$1,802

$1,838
$1,874

$1,912
$1,950

Change in Average Rent - Year-ov
 5.41%

2.00%
2.00%

2.00%
2.00%

2.00%

Change in Tota l  Revenue- Year-ov
 39.33%

2.00%
2.00%

2.00%
2.00%

2.00%

Operating Expenses  (Incl . RR) PU
$9,831

$10,118
$10,413

$10,718
$11,031

$11,353

CREATING 
DEVELOPMENT & 
OPERATING BUDGETS
The Developer’s View

ASSUMPTIONS:

  Rent Increase:  
2.00%

  Expenses Increase:
3.00% budget budget budget budget budget budget budget budget budget budget

1 2 3 4 5 6 7 8 9 10

Voucher 1
4 units

$38,592 $39,364 $40,151 $40,954 $41,773 $42,609 $43,461 $44,330 $45,217 $46,121

Voucher 2
16 units

$147,120 $150,062 $153,064 $156,125 $159,247 $162,432 $165,681 $168,995 $172,375 $175,822

PBV
60 units

$573,840 $585,317 $597,023 $608,964 $621,143 $633,566 $646,237 $659,162 $672,345 $685,792

Laundry

$3,000 $3,060 $3,121 $3,184 $3,247 $3,312 $3,378 $3,446 $3,515 $3,585

Vacancy Loss 
4.5% $34,315 $35,001 $35,701 $36,415 $37,143 $37,886 $38,644 $39,417 $40,205 $41,009

EFFECTIVE GROSS INCOME  $728,237 $742,802 $757,658 $772,811 $788,267 $804,033 $820,113 $836,516 $853,246 $870,311

TOTAL EXPENSES
 $660,894 $680,721 $701,142 $722,177 $743,842 $766,157 $789,142 $812,816 $837,201 $862,317

NET OPERATING INCOME
$67,343 $62,081 $56,515 $50,634 $44,425 $37,875 $30,971 $23,699 $16,045 $7,994

Debt Service - MHP fee
$24,999 $24,999 $24,999 $24,999 $24,999 $24,999 $24,999 $24,999 $24,999 $24,999

Deposit to Replacement 

Reserves

$34,492 $34,492 $34,492 $34,492 $34,492 $34,492 $34,492 $34,492 $34,492 $34,492

 

NET INCOME AVAILABLE
$7,852 $2,590 $2,976 $8,857 $15,066 $21,616 $28,520 $35,792 $43,446 $51,497

ACQUISITION BUDGET SUMMARY

Total
Description

Amount
--------------------------------

------------------
Purchase Price

$25,050,000
Acquisition Costs

$20,000subtotal $25,070,000
Construction

$12,616,000
Furnishings and Equipment

50,000
Hard Cost Contingency

630,800subtotal $13,296,800
Due Diligence Costs

$60,000
Permits and Fees

20,300
Interim Loan Interest/Fees

167,500
Bond Cost of Issuance

333,707
Permanent Loan Fees/Costs

378,875
Legal

75,000
Appraisal/Market Study

10,000
Marketing/Lease-up

10,000
Title/Audit/Cost Certification

65,000
Insurance/Property Taxes

48,157
Relocation (Est.)

0
Soft Cost Contingency and Reserves 671,785subtotal $1,790,988

Syndication Costs
$239,732

Acquisition Fee
$2,148,641

------------------
TOTAL ACQUISITION COSTS

$41,878,361

What do you focus on?
What is the trickiest part?
What are you balancing?
What are your constraints and 
degrees of freedom?
Which amounts are estimates?
Why so many versions?
What stresses you out?
Why do you do the things you do?



WHAT AM CAN BRING TO THE CONVERSATION

• Do I know that we’ve never achieved 2% rent growth in this market?
• Or that utilities and RE taxes have grown 5%+ every year for a decade?

• Are the projected rents in line with what we’re getting in this market?
• Are these unit types in demand?

• What are the strings attached to each soft source?
• What is the compliance or reporting burden? 
• How is payment calculated? 
• Is there sufficient demand in any targeted population?

• What supports the assumed cost savings of any efficiency upgrades?
• Do I see that OpEx is $200 PUPY lower than anything we operate?
• If we’re housing people on fixed or assistance-based incomes, are we trending such that we’ll be 

squeezing them over time?  
• How much squeeze (burden) can we tolerate?

• If we’re assuming any operating subsidy, how certain and how timely do I expect it to be?

ESPECIALLY (ONLY!) WITH ACCESS TO GOOD DATA



WHAT AM BRINGS TO THE FRONT END
AFFECTING THE BOTTOM LINE

• Recent CapEx / deferred capital needs
• OpEx and rent trending comp data
• Back-end staff burden

• Complex deals are also harder to oversee
• Anticipate and prevent compliance incompatibility

• Targeted populations
• What needs to be tracked
• Over-income units

• Market knowledge
• Demand by unit type
• Crime / need for security
• Rent achievability

• Design input
• Counterparty / entity strength



MAKING THE CASE INTERNALLY

AM – like underwriting – is about matching expectations with 
actual performance.

The better your AM data the better you can be at this

AM needs a seat at the Investment Committee table
- Investors almost universally do this. Developers, much less so.
- Weigh in on anything that AM has reason to believe will not bear out as intended.

Smart developers include AM and PM input long before Investment Committee
- By IC, inertia + sunk cost mean there’s often no real chance to delay, reject, or even substantively 

change a deal.
- Here’s the trick: listen to what the back-end people say even when it’s not good news.



YES, BUT…

Some of this decision-making rests 
with the HFA!

• OpEx limits, trending, 
permissible TDC/unit

• Types of projects / units 
prioritized in 9% allocations

1. Participate in the QAP process
• Even better: bring performance 

data to back up your objections

• Similar feedback from multiple 
GPs means more

• Relationships matter

2. HFA are really worried about 
preservation
• A non-viable deal at Y16 is not 

good for them either
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