

HOME INVESTMENT PARTNERSHIP PROGRAM - DEKALB COUNTY MULTI-FAMILY APPLICATION PACKAGE


SOURCES AND USES GUIDE
(References:  Forms 130, 135, and 140)

A Sources of Funds Statement (Form  130), a Sources and Uses Statement (Form 135), and a 15 Year After-Tax Income Projection (Form 140), must be submitted for developments proposed for financing.   The project must show a minimum fifteen year operating pro forma but may be longer based on the HOME affordability period. These statements must be prepared in accordance with this guide.  Applicants may submit the required information in another format as long as all information is provided as requested. HCD will review this information in the manner described in this guide (Policies F-4 & F-5).

1. SOURCES OF FUNDS STATEMENT (Form 130)
The total sources of funds should be itemized according to the following categories:

Construction and Bridge Financing:
Enter the lender/investor’s name, amount, rate, and term for all sources available for construction and lease-up.  This period must not exceed 24 months (Policy-F-8).

Permanent Financing:
Enter the lender/investor’s name, amount, annual debt services, interest rate, and term for all sources of permanent financing.  A source listed as a construction period source, which will remain as a permanent source, should be listed in both sections (Policy F-2).

For the purpose of listing DeKalb County loans, applicants should anticipate receiving a loan on standard terms, with a minimum 3% annual interest rate, fully-amortized over a 15 year term.  While the rate and term will be negotiable, this will be the beginning point for underwriting the project (Policy F-5).

Low-Income Housing Tax Credit Proceeds, if anticipated, should be shown at the amount to be realized from the syndication of the credits, without any reduction for related expenses (Policy F-14).

Historic Tax Credit Proceeds, if anticipated, should be shown at the amount to be realized from the syndication of the credits, without any reduction for related expenses (Policy F-4).

Owner’s Cash Equity should be shown as the amount committed to the project, which must be at least 8% of total project cost.  Owner’s cash equity is money invested in a development for a share of all of the development’s future profits and bears the first risk of any loss.  This can be in the form of a developer’s fee, which remains in the development as equity (Policies F-11 and F-14).


2. SOURCES AND USES OF FUNDS STATEMENT ( Form 135) [Policy F-4]

Enter the construction sources in the boxes at the top of page 1 first.  If an additional source will be available at permanent closing, list that source as well (Policy F-8).
Enter the projected line item amount for each expenditure item in the Total Projected Cost column, and then enter the amount from each listed source that will be used to pay for each particular line item.

DeKalb County will underwrite the developer/sponsor’s development costs for accuracy, necessity, reasonableness, eligibility, and compliance with appropriate regulatory requirements. A line item cost comparison with similar developments, market conditions, regional data and other factors will be conducted to determine your proposal’s comparability and reasonableness. If any specific development cost items varies significantly from comparable factors or data, you may be required to submit additional documentation showing that such development cost item budget is reasonable.

When completing the form, please use the following definitions:

Land:
Direct costs of land acquisition, including all amounts paid to seller, loans assumed, amounts paid to release encumbrances on the land, legal and broker fees, acquisition fees paid in connection with the transfer of ownership, and carrying costs from the day of acquisition to the start of construction (Policies O/D-3 and O/D-4).

Acquisition of Existing Structure:
Direct costs necessary to acquire the buildings in a housing development, including all amounts paid to a seller, loans assumed, fees paid to release encumbrances on the development, legal and broker fees, acquisition fees paid in connection with the transfer of ownership and carrying costs from the date of acquisition to the start of construction.

Demolition:
This demolition is the clearing of existing buildings for new construction, not the interior demolition that is a common part of rehabilitation work.

Site Work:
Site work includes the costs of earthwork, utilities installation, trenching, pipe bedding, manholes and catch basins, roadway paving, parking lots, lawns, and planting.  These costs will vary from one development to another because no two sites are precisely alike.  The site work costs do not include off-site improvements.

Off-Site Improvements:
Many developments, particularly in new construction, require work to be done off-site at the expense of the development.  This could include roads and sidewalks, sewer and water extensions, and other similar utility work.

New Construction:
New construction costs include amounts agreed to be paid for material and labor of the general contractors, plus all subcontracts.  This amount should match the figures in the general contractor’s bid and the construction contract (Policy O/D-5).

Rehabilitation:
Rehabilitation costs include amounts agreed to be paid for materials and labor of the general contractor, plus all subcontracts.  This amount should match the figures in the general contractor’s bid and the construction contract (Policy O/D-5).

Accessory Buildings:
Non-residential space to be used for retail, office or other purposes which will be used by persons other than tenants.  These costs include amounts agreed to be paid for materials and labor of the general contractor for this space, plus all subcontracts for work on this space, plus a pro-rata share of builder’s profit, overhead, and general requirements.  This amount should match the figures in the general contractor’s bid and the construction contract.  Community and recreational buildings for the exclusive use of development tenants are considered residential and should be included under New Construction or Rehabilitation (Policy O/D-6).

General Requirements:
Contractor’s general requirements include, but are not limited to, the following:
-	Supervision
-	field engineering
-	field office expense (including clerical employee’s wages)
-	temporary sheds
-	toilets
-	tool storage and shops
-	temporary heat, water
-	light and power for construction
-	equipment rental (if not included in trade item costs)
-	clean-up and rubbish disposal
-	building permits
-	watchman wages and/or theft and vandalism insurance (or allowance for such losses)
 -	medical and first aid facilities
 -	temporary walkways and fences
 -	sidewalk and street rental
 -	temporary roads
 -	siding and docking facilities.  

Specific items will vary according to development type, location and site conditions.

Builder/Contractor Overhead:
Contractor’s overhead includes such items as main office expenses, field supervision, tools, and minor equipment, and insurance (Policy F-10).

Builder/Contractor Profit:
If there is an identity of interest between the developer and the builder, the builder’s profit is limited to ten percent (10%) of construction and rehabilitation costs.  An identity of interest is a financial, familial, or business relationship that permits less than arm’s length transactions. This includes, but is not limited to existence of a reimbursement program or exchange of funds; common financial interests; common officers or stockholders; or family relationship between office, directors or stockholders.  HCD will determine whether an identity of interest exists (Policy F-10).

Site Security:
Costs of maintaining security of the construction site should be entered separately and paid by the Owner directly. In most cases, the cost of securing the site is included in the construction contract under general requirements (Policy F-7).

	Construction Contingency:
Construction contingency is an allowance for unforeseen difficulties or for oversights during the estimate process.  Generally, the contingency allowance is a percentage of the total construction costs.  A construction contingency of 2% is required for new construction and at least 5% for rehabilitation (Policy F-9).

Architect Fees:
Architect fees vary with the type of construction and overall development sizes (total construction cost).  These fees may also vary depending upon degree of design difficulty economic conditions in the particular area (Policy F-7).

Real Estate Attorney:
Legal expenses required in obtaining required zoning approvals such as rezoning applications, special permit applications, variance applications, and related appeals should be shown on this line.  Acquisition and loan closing attorney fees should not be shown here (Policy F-7).

Consultant/Processing Agent:
Fees to independent firms or individuals for obtaining access to non-traditional financing sources (Policy F-7).

Engineer Fees:
Engineer fees vary with the type of construction and development size (total construction cost).  These fees may also vary depending upon degree of design difficulty and complexity of the construction.  These fees are not included in the development’s construction costs and vary with development size.  Also included are topographic surveys, test borings, sub-surface exploration, soil testing, and utility tap fees (other than those included in construction contract).  Some of these expenses may be included in your contract with the architect; exercise care to prevent duplication of cost allowance (Policy F-7).

Construction Insurance:
Allow for accrued portion of premiums on owner’s insurance coverage during the construction/rehab contract period.  If the development is to be occupied during rehabilitation, only incremental builder’s risk insurance should be listed.

Construction Interest:
Allowance for construction interest should run through lease-up to conversion of the construction loan to a permanent loan.

Construction Loan Origination Fees:
Construction loan origination fees include fees charged by the construction lender for the examination and processing of the development loan application, inspection fees, commitment fees, lender legal fees, and mortgage insurance fees.  If the fees include itemized charges for appraisals, market studies, or environmental assessments, those amounts should be shown separately below.  If such fees are included but not itemized, they should be shown here and “Lender Fee” should be noted when your each the individual soft cost lines below (Policy F-7).

Construction Loan Credit Enhancement Fees:
Construction loan credit enhancement fees are charged by the mortgage insurer or construction lender as a condition of making the loan (Policy F-7)

Construction Real Estate Taxes:
Allowance for accrued real estate taxes for the construction/rehab period only for new construction and unoccupied rehab developments (Policy F-7)

Credit Reports:
Fees paid to lenders specifically for credit reports can be shown here, but only if not shown on construction or Permanent Loan fee lines (Policy F-7).

Permanent Financing Fees and Expense:
Permanent financing fees charged by the permanent lender for making the loan may include the initial service charge by the mortgagee, discounts fees, lender’s legal fees, and FNA or GNMA fees.  If the fees include itemized charges for appraisals, market studies, or environmental assessments, those amounts should be shown separately below.  If such fees are included but not itemized, they should be shown here and “Lender Fee” should be noted when you reach the individual soft cost lines below (Policy F-7).

Bond Cost of Issuance:
Payments made directly to the Bond Underwriter to cover the legal and regulatory costs of issuing the bonds (Policy F-7).

Bond Underwriter’s Discount:
Payments made directly to the Bond Underwriter to cover the costs and risks of marketing the bonds in the primary market (Policy F-7).

Bond Premium:
Payments made directly to the Bond Underwriter (Policy F-7).

Title and Recording Expenses:
Title and recording expenses include recording costs for all loans and mortgages, mortgage and stamp taxes, and the cost of these policies in connection with construction and permanent loans.  Survey costs and legal fees paid in connection with these items are also eligible (Policy F-7).

Legal Fee:
Legal expenses include costs incurred by the owner for legal services required in connection with the financing of the development.  This line item should not include costs associated with land acquisition or costs incurred in obtaining zone approvals (Policy F-7).

Prepaid Mortgage Insurance:
This line item is limited to the amounts paid or accrued, and is based on a per annum percentage of the maximum insurable mortgage amount in the firm commitment, for the same amortization period (Policy F-7).
Property Appraisals:
Fees to independent property appraisers commissioned directly or by a lender.  Do not duplicate Construction or Permanent Loan fees if appraisal fees were collected by the lender and are shown in either of the Loan Fee lines above (Policies O/D-3 & F-7).

Market Studies:
Fees to independent real estate professionals to determine the demand in the current metro Atlanta real estate market for a project of the type being proposed (Policy F-1).

Environmental Reports:
Fees to independent professional engineers for preparation of environmental assessment reports commissioned directly or through a lender.  Do not duplicate Construction or Permanent Loan Fees if environmental assessment fees were collected by the lender and shown on either of the Loan Fees lines above (Policies R-11 & F-7).

Tax Credit Fees:
Application and reservation fees to be paid for allocation of Low-Income Housing Tax Credits if applicable (Policy F-7).

Other Monitoring Fees:
Compliance monitoring fees to be paid to the Georgia Department of Community Affairs or other organizations to cover required annual monitoring activities for Resolution Trust Corporation developments or those receiving tax credits (Policies F-15 & F-7).

Relocation Costs:
Costs incurred as a result of temporary and permanent relocation activities during the construction period.  This does not include funds held in escrow to subsidize rents for very low-income tenants remaining in the development (Policies P-9, F-7 & R-4).

Initial Marketing and Rent-Up Costs:
Allowance for pre-leasing and initial lease-up period marketing efforts, as well as initial costs for setting up an on-site leasing office.  Also includes funds set aside to cover operating deficit from the start of lease-up to stabilization and conversion to permanent financing (Policy F-7).

Bond Monitoring Fees:
Fees paid specifically for the monitoring of developments financed with tax-exempt bonds (Policy F-7).

Organizational Expenses:
Costs of setting up the development team and proposed ownership entity, such as limited partnership agreement development and filing (Policy F-7).

Bridge Loan Fees:
Bridge loan fees consist of fees and interest incurred by a developer on loans obtained by the pledge of investor’s deferred capital contributions (Policy F-7).

Tax Opinion:
Legal expenses incurred in order to obtain required certifications for the Low-Income Housing Tax Credit Program, or to syndicate those credits if applicable (Policy F-7).

Developer Overhead:
Direct and indirect actual costs of the developer from the date of application to permanent loan closing for this development (Policies F-7 & F-10).

Developer Fee:
Profit to the developer and/or owner.  The maximum total developer fee can be no more than 15% of the total project cost minus the budgeted developer fee and the cost of the land.  This includes not only fees, but also overhead and consultant fees (Policies F-7 and F-10).

Operating Reserves:
Funds set-aside to cover unexpected operating deficits after stabilization and conversion to permanent financing.  DeKalb County requires a minimum reserve to be maintained at all times (Policy F-7 and F-10).

Escrows:
Amounts required by lenders to be escrowed for such items as real estate taxes, property insurance, repairs, and replacements at or before conversion to permanent financing.

3. 15 YEAR ( Minimum) AFTER-TAX INCOME PROJECTIONS (Form 140) (Policy F-5)
Use the definitions below in completing the Multi-Year Operational Pro Formas.

Total Potential Rent Income:
Assume that all units in the development are fully occupied at the applicable market and HOME rents in year one.  For years two through fifteen, increase the rents by 2% per year (Policy F-15).

Other Income:
Add income from activities such as vending machines, coin laundry facilities, pet fees, late fees and other non-rent income.

Vacancy Allowance:
Assume a 7% vacancy and collection loss.

Annual Operating Expense:
Enter the Total Annual Operating Expenses from the Annual Operating Expense Budget (Form 140) for Year One.  In years two through fifteen, increase this item by 3% per year (Policy F-15).

Debt Service:
Subtract debt service payments in the amounts set forth in the Sources of Funds Statement (Form 130).

Income Taxes:
Use the maximum marginal rate for the type of return, depending on the type of investor.  This section should only be filled out if the applicant for funding is or includes a for-profit entity.
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