PART Il: AM DATA IN
UNDERWRITING
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WE'LL ASSUME YOU'VE GOT A HANDLE ON:

Big-Picture
AM Functions

« Monitoring
performance,
compliance, and
physical condition

e Occupancy
« DSCR
e OpEX
 Tracking and
mitigating risk

e |nvestor relations
and partnership
management

Less-Routine
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Task Areas

« Capital planning
 Pre-stabilized AM
» Lease-ups

« Equity milestones

EXECUTIVE SUMMARY

Yy A Sep O Mo, Oec

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 (5486)

Occupancy
 Year 15 dispositions
9
95.00% -90% Accounts 0 Revenu_e per $7,512
90.00% Payable Unit
Rating Criteria Details i v Op. Expenses
Record 14 Updated 10/23/2017 By jgordon 85.00% 83.13% per Unit
Accounts $63,879 Payroll & Maint $1,743
Project Code Project Name 80.00% Receivable ! per Unit !
banya v Banyan Trace | 75.00% A/R per Unit $225 Exp as % EGI 76.01%
Status Management
Stabilized Juy Aug Sep Oct No,, De. Operating Cash $49,755 4.0%
Fee as % EGI
[ ] —— Physical Economic
Scores v |B/E Economic Occupancy 85.93%
Run Calculations
Category Overall Rating
stabilized B
Description Calc Rating Notes Criteria +/-
DCR 1.27 A .. ]
Risk
Rating A B © D F
DCR is below 1.0x but greater than DCR is between .5x and .85x OR significant Loan is in default on must
bcr ¥l DCR is at or DCR is 0.85x cash deficits pay debt
above 1.20x or as between 1.0x
underwritten and 1.20x
Loan is current on must pay debt Loan is delinquent on must pay debt Notice of Default issued




WHAT DO WE SEE AMONG THE HIGHEST
PERFORMERS? A0IR

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?’



A NEW ERA FOR THE LIHTC PROGRAM e\

LIHTC

As our industry increasingly sees itself
 Capital not just as developers but also owners
Program (Production) and operators of affordable properties,
Created Subsidy our relationship to the portfolio — and to
its risks — also changes.

Robust
Industry
Develops

« Builders grow into Increasing reluctance to just ‘get the
Owner/ Operators deal done’

=elel[cNelg * Portfolios require

: ownership (i.e.
Properties long-term)

as Assets decisions
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WHAT AM CAN BRING TO THE CONVERSATION
ESPECIALLY (ONLY!) WITH ACCESS TO GOOD DATA

« Do | 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 | see that OpEx is $200 PUPY lower than anything we operate?

M\

o 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 | expect it to be?



WHAT AM BRINGS TO THE FRONT END
AFFECTING THE BOTTOM LINE

« Recent CapEx / deferred capital needs

« Complex deals are also harder to oversee Z @
 Anticipate and prevent compliance incompatibility @&Z i

« OpEx and rent trending comp data @
- Back-end staff burden Uy@

» Targeted populations
 What needs to be tracked
e Qver-income units

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

 Design input

« Counterparty / entity strength

M\



MAKING THE CASE INTERNALLY I\

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!

e OpEX limits, trending,
permissible TDC/unit

* Types of projects / units
prioritized in 9% allocations

NVERES O

M\

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

 Anon-viable deal at Y16 is not
good for them either
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