Applicant Guide CITY OF lowA CITY
lowa City CDBG and HOME Programs

This guide outlines requirements for applicants seeking Community Development Block Grant (CDBG)
and/or HOME Investment Partnership (HOME) program funds through the City of lowa City. The CDBG
program helps develop viable urban communities by providing decent housing and suitable living
environments, and expanding economic opportunities, principally for persons of low and moderate
income. The HOME program helps provide safe and decent affordable housing. Both programs are
funded by the U.S. Department of Housing and Urban Development (HUD).

Notes to applicants

1) Housing and Community Development Commission (HCDC) strongly encourages all applicants
to attend the CDBG/HOME Applicant Workshop (see Application Timeline below).

2) First consideration for funding will go to housing (not including Community Housing Development
Organizations [CHDO] operating expenses) and public facility projects of $50,000 or more.

3) The application (and the pro forma for housing applications) must be substantially complete for
HCDC consideration. HCDC will not review any materials submitted by the applicant after the
deadline unless the Commission requests it.

4) Please review the City’s Strategic Plan (www.icqov.org/strategicplan) to determine if your project
fits into the identified priorities. If so, please identify in the application.

Pre-Application Timeline

1) Applicant workshop at Emma Harvat Hall, City Hall January 15, 2020 at 11:00 AM

2) (Upon Request) Applicant workshop at Emma January 24, 2020 at 11:00 AM
Harvat Hall, City Hall

3) Pre-Applications Due February 1, 2020 at 12 PM

4) HCDC Meeting — Question/Answer with Applicants February 20, 2020 at 6:30 PM

5) HCDC Meeting — Recommendations March 12, 2020 at 6:30 PM

6) Full Applications Due (Using Awarded Amounts) May 1, 2020 at hoon

PART I. Estimated Federal Funding Available

Federal funding has not yet been awarded, so numbers are subject to change. However, the City of lowa
City expects to have available approximately $1,378,000 in FY21 federal funds (including entitlements
and program income) from HUD. The City has approximately $542,000 available for allocation to
recipients after Council set-asides have been removed for economic development, housing rehabilitation,
CHDO reserve, administration, neighborhood improvements, and Aid to Agencies. Of this amount,
approximately $397,000 must be used for HOME eligible activities, which focus on affordable housing
activities: rehabilitation or new construction of rental housing, tenant based rent assistance, and
homeownership opportunities. The remaining $145,000 may be used for housing or public facilities
projects.
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PART II. Application Requirements and Considerations
Applicants should evaluate the following HUD guidelines as well as City policies contained in City Steps
2025 when considering the proposals, funding estimates, and time schedules for achieving their project

goals.

Program Purpose

All proposals must benefit low-moderate income individuals. The specific ways that a project must
accomplish the program’s purpose (also called a National Objective) varies by program.

CDBG Funds. At least 51% of those befitting from the program (persons or households) must
have incomes at or below 80% of the area median income (AMI) based on household size (see
table below). For programs that benefit individual households, all households must earn less than
80% of the median household income.

Applicants must document that its purpose is being met. CDBG allows households to self-certify
their income with their signature, though a percentage of beneficiaries must also provide source
documentation such as pay stubs or a Social Security statement to verify the household’s income.
The City must approve this percentage based on the program and number of beneficiaries —
usually set between two and five percent. This source documentation must be kept in the client’s
file and is subject to monitoring when City or HUD staff review the client files.

HOME Funds.All activities undertaken with HOME funds must benefit households below 80%
AMI, and nearly all assisted units must be targeted to households below 60% AMI.

Median household income limits for projects in lowa City are as follows:

[effective 7/1/2020)

Extremely Low Income Very Low Income Low Income
Housetwold Size 30% Median Income 50% Median Income B0% Median Income B0% Median Income
1 521,250 535,450 £42,540 554,950
2 524,300 540,500 548,600 562,800
kS 527,350 545,550 454,660 570,650
4 530,350 550,600 %60,720 578,500
5 532,800 554,650 565,580 584,800
[ 535,250 558,700 570,440 $91,100
7 537,650 562,750 475,300 597,350
B 540,100 566,800 580,160 $103,650

CDBG allows its purpose to be satisfied by meeting the following criteria:

a.

The activity must be carried out in an area or neighborhood consisting predominantly of low-
moderate income persons, or the activity must involve facilities or services designed for use
by predominantly low-moderate income persons. Demographic information is available at the
Neighborhood & Development Services Department. In some instances, applicants may need
to conduct a survey of the potential beneficiaries to determine income eligibility.

Housing that is being improved, as part of a project must be occupied by low-moderate income
households.

Job creation or retention as an activity must involve employment of predominantly low and
moderate-income persons.
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Eligible Activities
Activities that can be carried out with CDBG funds include, but are not limited to, the following:

e Acquiring real property, demolishing structures and clearing property, and relocation
assistance for residents of property being demolished.

e Rehabilitation or preservation of residential and nonresidential structures, including
weatherization, painting, accessibility improvements, emergency repairs and comprehensive
rehabilitation.

e Construction of public facilities and improvements, such as water and sewer facilities,
infrastructure repairs and installation of curb ramps, construction of neighborhood centers and
installation of accessible playground equipment.

Activities that can be carried out with HOME funds include the following:

e Acquisition of real property (including Homeownership Assistance), payment of “soft” costs
associated with a project, demolition and clearing property, site and infrastructure improve-
ments, and relocation assistance for persons being displaced by a HOME activity.

e Rehabilitation or preservation of residential structures (comprehensive rehabilitation only).
¢ Tenant Based Rental Assistance (TBRA) for a period of up to 24 months.
o New construction of affordable housing units (rental or owner-occupied).

e Operational expenses and Capacity Building for Community Housing Development Organi-
zations (CHDOSs) within the limit of 5% of lowa City's HOME allocation.

The following types of activities that are ineligible include, but are not limited to, the following:

e Public service eligible activities such as operations or salaries.

o Buildings for general conduct of government and expenses required to conduct the regular
responsibilities of local government, e.g. street maintenance, public buildings for
government.

o Palitical, religious and lobbying activities, income payments, such as rent assistance and
mortgage payments. HOME only: tenant based rent assistance is an allowable activity.

e CDBG only: New housing construction, except for residential facilities providing shelter for
persons with special needs (homeless shelters, convalescent homes, halfway houses, and
group homes).

e Purchase of construction equipment.
NOTE: The purchase or lease of furnishings, equipment, or other personal property (such as vehicles)
needed for an eligible public service will not be considered under this allocation process. However, these

expenses would be eligible under the City’s Aid to Agency process. Additional requirements and CDBG
award limitations may apply, please contact Neighborhood Services staff to discuss.
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Performance Schedule and Payment

Reimbursements can be made after the contract has been formalized. Expenses incurred before July 1,
2020 or before a contract has been entered may not be reimbursable and may jeopardize all the
CDBG/HOME funds awarded to the project. Disbursements can be made upon receipt of 1) invoices for
labor, materials and services rendered, and 2) signed lien waivers (as appropriate) covering all amounts
to be paid. In some instances, pre-agreement costs may be reimbursed to applicants; however,
Neighborhood Services staff must be contacted prior to making any pre-agreement disbursements to
verify if the cost may be reimbursed. In case of minor cost overruns or requests for additional funding, the
City Manager and staff may approve a contract amendment that is non-substantial. In the case of
substantial changes (as defined in the Citizen Participation Plan) the Housing and Community
Development Commission and City Council must approve the change and an amended agreement is
required.

Budget Considerations

In estimating the amount of the proposal or the project budget, applicants should try to obtain
documentation for the costs and consider the following expenses:

e Appraisals, legal fees, title opinions and surveying costs for property acquisition projects.

e Building permits, engineering or surveying costs, zoning application fees, professional fees,
advertising and bidding costs for rehabilitation and building projects.

¢ HOME funds are required to be matched at the rate of one match dollar for each four HOME
dollars or 25% of the HOME funds being requested. The City has made a commitment to
match local HOME dollars, however, we also expect applicants for local HOME funds to
contribute to meeting this matching contribution (see HOME regulations for eligible forms of
match).

e The City requests that applicants leverage private funding, volunteers, and in-kind
contributions whenever possible and to include this information on your application. These
contributions are worth points in the ranking sheets and are included in HCDC's evaluation of
your application.

e Construction estimates should be realistic. Funds remaining after the proposed work is
completed will revert to the CDBG line of credit.

e Applicants can apply for grants and/or loans.

e Other project costs such as compliance with HUD regulations (audits, labor standards,
environmental studies, fair housing, etc.) listed in Part Ill below should also be included.
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CDBG/HOME EVALUATION CRITERIA

City OF IOWA CITY

I. Goal Priority (max. 10 points)
1 How well has the applicant documented the ability of the project to
meet a primary goal identified in City Steps 2025?

. Leveraging Resources/Budget (max. 35 points)

1 Does the project have realistic cost estimates?

2 Does the project leverage community partnerships and/or volunteer
resources?

3 Does the project leverage other financial resources?

lll. Feasibility/Community Impact (max. 40 points)
1 What primary percent of median income persons are targeted?

Points

0-10 Points

0-5 Points
0-5 Points

Guide:
0-25% = 0-6 pts
26-50% = 7-12 pts
51-75% = 13-19 pts
76-99% = 20-25 pts

Subtotal

Guide:
0-30%=20 pts
31-50%=15 pts
51-60%=10 pts
61-80%=2 pts

2 Will the project assist any specific vulnerable populations? 0-5 Points
3 Does the project have a reasonable per-person/unit cost compared to 0-5 Points
other projects of similar scope?
4 Does the project schedule adequately demonstrate the project will be 0-5 Points
completed within the required time period?
5 Does the project provide a long-term solution to the need identified? 0-5 Points
Subtotal
IV Capacity/History (max. 15 points)
1 Has the applicant demonstrated it can successfully complete projects 0-5 Points
and that the current request is necessary? (i.e. past projects are
substantially complete)
2 Does the organization have the capacity to complete the project based 0-5 Points
on current description of staff?
3 Does the organization’s activities and portfolio provide evidence of 0-5 Points
ability to undertake the project as described?
Maximum Points: 100 TOTAL:
Bonus: Is public facilities project documented in City Steps 2025? 5 Points
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PART Il Housing

Additional Information Requirements. Before an applicant may enter an agreement with the City, the
applicant must submit updated information such as, but not limited to, the project schedule, sources
and uses statement, construction budget (if applicable), and pro forma (if applicable). All other funding
sources must be identified and verification submitted to the City to complete a subsidy layering analysis
when multiple public funding sources are utilized.

Appraised Value at Project Completion. Each housing project, except minor home repairs, funded with
CDBG and/or HOME funds must have an appraised value at project completion that demonstrates
adequate equity to secure any liens.

Site Location. One of the City’s goals is to encourage the distribution of housing and residential facilities
(e.g. permanent housing — rental and homeownership, transitional housing, homeless shelters, and
special needs housing) throughout lowa City. See the Affordable Housing Location Model map below
to view where new City-assisted rental housing may be located. The map is also available at
www.icgov.org/actionplan.

Pro Forma. All final applications will require a completed pro forma that abides by the City’s rules for
project underwriting. See Appendix B on pages 12-13 for specific criteria.

Data Source(s):
lowa City Community School District
Johnson County
City of lowa City

Affordable Housing
Location Model

Revised: November 2019
Neighborhood Sernvices Division
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PART IV. Compliance with Federal Regulatory Requirements

All CDBG/HOME contracts include requirements imposed by various Federal-sponsoring agencies.
These include procurement standards for labor, materials, supplies and services not only related to the
project but also to the applicant's operation.

No choice limiting actions may be made prior to receiving environmental clearance from the City
to move forward with a project. These include but are not limited to include signing contracts,
acquisition, demolition, disposition, rehabilitation, repair, new construction, site preparation, and
leasing or any other activities that commit to future activities.

Procurement standards and subcontracting requirements are set forth in 2 Code of Federal
Regulations (CFR) Part 200. The following list briefly describes the main points in contracting for
services and purchasing supplies and materials.

Affirmative efforts shall be made to utilize small and minority-owned businesses or sources of
supplies and services. Conflict of Interest rules will also apply.

Construction contracts in excess of $2,000 shall comply with the Fair Labor Standards Acts.
Specifically, 1) the Davis-Bacon Act which requires contractors to pay wages to laborers and
mechanics at a rate not less than the minimum wages specified in a wage determination made by
the Secretary of Labor, 2) Copeland Anti-Kick Back Act which prohibits employers from inducing
employees to give up any part of the compensation to which they are otherwise entitled, and 3)
the Contract Work Hours and Safety Standards Act which requires contractors to compute wages
on the basis of a standard work week of 40 hours. Work in excess of the standard workweek shall
be permissible if the worker is compensated at a rate of 1% times the basic rate of pay for all hours
worked in excess of 40 hours in the workweek. No worker shall be required to work in unsanitary,
dangerous or hazardous surroundings.

Contracts over $10,000 shall contain requirements relating to Equal Employment Opportunity.
Provisions for termination shall also be included in all contracts.

Records should be kept for all procurements. Construction projects for more than $250,000 must
utilize the competitive sealed bids (formal advertisement) method of procurement. Procurement
by small purchase procedures shall be utilized for projects $250,000 or less. Contracts under
$10,000 may use the micropurchase method of procurement. Price or rate quotations shall be
obtained from an adequate number of qualified sources under this method.

Contracts in excess of $25,000 shall contain provisions and conditions that allow for
administrative, contractual or legal remedies in instances in which contractors violate or breach
contract terms.

Contracts in excess of $100,000 shall meet bonding and Section 3 requirements. Minimum bond
requirements include: bid guarantee equal to 5% of bid price, performance bond for 100% of
contract price and payment bond for 100% of contract price.

Provisions regarding federal regulations on Non-discrimination, Equal Employment, Affirmative
Marketing and Fair Housing.

Acquisition, Displacement and Relocation are also contained in the Agreement.

Lead Based Paint regulations regarding interim controls and abatement may also apply.
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PART V. Financial Management, Reporting, and Monitoring
Standards for financial management and record keeping are provided in 2 CFR 200. Local accountants
and agency directors experienced with federal requirements may be helpful resources.

e Each recipient shall have a financial management system that provides effective control over and
accountability for all funds, property, and other assets, must identify the source and application of
funds for federally-sponsored activities, and permit the accurate, complete, and timely disclosure of
financial results in accordance with the reporting requirements of the City and HUD.

e A separate ledger for the CDBG and/or HOME account is strongly recommended.

e Appropriate time distribution records must be kept for employees paid with CDBG funds in addition to
other funds.

e All project-related expenditures must be supported by third party documentation (invoices, contracts,
and purchase orders). Lien waivers are required from all contractors and subcontractors.

e Reductions in project costs or increases in the commitment of other funding, if any, shall be brought
to the immediate attention of staff. The impacts of these changes must be discussed with staff and
appropriate reductions in CDBG and/or HOME funds may be made on a case-by-case basis.

In most cases, a financial audit of the project expenditures will be required. Qualified individuals who are
sufficiently independent of the agency and can produce unbiased opinions and conclusions should
conduct these audits. Audit reports should be submitted within six months of project completion and final
disbursement of funds. Organizations that expect more than $750,000 in federal assistance from all
sources are required to have an audit covering the financial activities of the organization as well as the
project disbursements as set forth in 2 CFR 200.

Neighborhood Services staff will monitor all aspects of the project beginning with pre-agreement activities,
goal setting to project closeout. Any project changes must be approved by the City. Periodically,
Neighborhood Services staff and HCDC members will conduct monitoring visits to review project
progress, financial management, construction contracts, time records related to the project, as well as
client statistics. Staff will attempt to give reasonable notice prior to the site visit.

The City of lowa City requires quarterly reports and has a standardized reporting form. For rental and
homeownership projects, the applicant must complete project close-out forms and submit to the City upon
project completion. The period of affordability does not begin until the City has been notified and the data
entered into HUD’s information and management system. The compliance period will vary depending
upon the regulatory requirements of the CDBG and/or HOME program and the information contained
within the CDBG/HOME application. During the compliance period, Neighborhood Services staff will
request records relating to the stated purpose of the project to see if goals have been carried out, to review
the low and moderate income benefit requirements as established by HUD, and to monitor the financial
status of the organization. All notices and reports should be directed to:

Neighborhood Services
410 East Washington Street
lowa City, 1A 52240

For CDBG projects, all records relating to the project should be kept at least four years after the
submission of the Consolidated Annual Performance and Evaluation Report (CAPER) in which the activity
is reported as complete. The CDBG Agreement should be retained until the end of the compliance period.
For HOME projects, all records shall be maintained as required in 92.508 Recordkeeping depending on
the type of project (rental, homeownership, or tenant-based rental assistance).
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Resolution XX-XX, Approved X/X/XX

Appendix A: DRAFT CDBG and HOME Consolidated Policies

The City recognizes the need to utilize Community Development Block Grant (CDBG) and/or HOME Investment
Partnership Program (HOME) projects and other funding as effectively and efficiently as possible to meet the needs
of low-moderate income household for housing, jobs and services within lowa City. To assist the Housing and
Community Development Commission (HCDC) in investing funds and evaluating a project’s status and ability to
proceed, the following policies shall apply to all projects effective July 1, 2020:

l. Investment Policies
a. Economic Development

Economic development projects making application to the CDBG Economic Development Fund will be reviewed
and approved by City staff based on criteria identified in the Applicant Guide. Updates will be provided to the City
Council Economic Development Committee periodically.

Typically, for-profit business projects will receive low-interest loans; whereas, non-profits may be recommended
for forgivable loans or grants. Decisions regarding investment terms for economic development projects will be
made based on the nature of the project including, but not limited to, the risk, potential for growth, the number of
and quality of jobs created for low-moderate income persons, the ability to repay a loan and the amount of other
funding leveraged. Economic development assistance may be used for direct business funding, or for funding
technical assistance for eligible businesses.

b. Housing

Rental Housing. The interest rate for rental housing activities will be zero percent (0%) for non-profit owned
projects and prime rate (determined at the time the CDBG/HOME agreement is executed by the City) minus two
points for for-profit owned projects with an amortization period up to thirty (30) years or the period of affordability,
whichever is less. The City may grant a different interest rate and/or a different repayment option based on the
nature of the project including, but not limited to, the revenue generated, the ability to repay a loan, the type of
housing provided, the beneficiaries, the amount of other funding leveraged and the location of the site.

Homeownership. Each year lowa City adopts resale/recapture provisions that apply to all HOME assisted
homebuyer projects. The recapture/resale provisions shall be the same for both CDBG and HOME assisted
homebuyer projects. These provisions are set forth in the Annual Action Plan for the year the funds were
allocated to the Subrecipient/Recipient.

Tenant Based Rental Assistance (TBRA). All HOME funds provided for TBRA will be in the form of a grant.
C. Public Facilities

Public Facility projects as defined in 24 CFR 570.201(c) may be completed by the City and/or subrecipients.
Governmental entities (i.e. jurisdictions with taxing authority as provided for in lowa Code) that conduct CDBG-
assisted public facilities projects will receive a grant with a compliance period of five years (60 months). Non-
governmental subrecipients will receive a conditional occupancy loan, which the City shall secure through a lien,
mortgage, or other comparable security against the assisted real property, to only be repaid upon transfer of title,
rental of the property, or termination of services or occupancy as outlined in the applicable CDBG Agreement. If
the subrecipient fully satisfies the terms outlined in the applicable CDBG Agreement, the security instrument will
be released by the City following the successful completion of the compliance period that begins on the date as
listed within the applicable CDBG Agreement. If the real property is leased, the lease shall be for a period that
matches or exceeds the compliance term of the earned grant.

The number of years in the compliance period of a conditional occupancy loan will be calculated by dividing the
total amount of CDBG assistance allocated to a subrecipient in any one City fiscal year for a public facility project
by $10,000, rounded down. The minimum compliance period is five years (60 months). The maximum compliance
period shall be no more than twenty (20) years. For example, $75,000 in CDBG assistance equals a compliance
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term of 7 years or 84 months.
d. Public Service

Public Service projects as defined in 24 CFR 570.201(e) shall receive CDBG assistance in the form of a grant
with a term of not less than one year (12 months).

Il. Unsuccessful and Delayed Projects

HCDC recognizes that from time to time, there may be CDBG and/or HOME projects that do not meet the
anticipated schedule for implementation as presented to HCDC. These circumstances may be due to unforeseen
events (e.g. unfunded applications for other financing). The following process helps ensure subrecipients use their
funds in a timely manner.

1. All CDBG projects carried out by subrecipients will have entered into a formal agreement with the City of
lowa City for the utilization of funds by September 30 each year. Should a subrecipient fail to meet this
schedule, the project will be reviewed by HCDC to evaluate if extenuating circumstances exist. If
extenuating circumstances exist and it is anticipated the project will proceed, a new timeline will be
established for the project. If circumstances do not warrant an extension of time, HCDC may recommend
the recapture and re-use of the funds to the City Council.

2. All CDBG projects (except applicants for Low Income Housing Tax Credits) carried out by subrecipients
will have expended a minimum of fifty percent (50%) of the assistance provided for the proposed project
by March 15 each year. This provides the subrecipient with approximately 255 days following the start of
the fiscal year to reach this threshold for CDBG projects. Should a recipient fail to meet this threshold, the
project will be reviewed by HCDC to evaluate the timeliness of the project and its ability to proceed. If
extenuating circumstances exist, a new timeline for expenditure will be established. If circumstances do
not warrant an extension of time, HCDC may recommend the recapture and reuse of the funds to City
Council.

3. All HOME projects carried out by subrecipients will have entered into a formal agreement with the City of
lowa City within two years of award (24 months). All HOME funds must be spent within five years. Should
a subrecipient fail to show adequate progress towards meeting the schedule as identified in its application
or the statutory requirements of the HOME program, the project will be reviewed by HCDC. If a HOME
recipient is unsuccessful in obtaining funds identified in the application, HCDC will review the project and
determine its viability without the proposed funds. HCDC may recommend the recapture and reuse of the
funds to City Council.

M. Allocation of Uncommitted Funds

The City may have uncommitted CDBG or HOME funds that become available after the regular funding round
either through windfall income, project cancellation, or additional funds provided by HUD. In most cases, funds
will be retained for the next regular funding round and/or be used for administrative amendments of existing
projects. In the event uncommitted funds exceed $150,000, HCDC may choose to:

1. Provide funding to existing projects that did not receive full funding and/or to projects that submitted
applications but did not receive CDBG/HOME funding, up to their full request; or
2. Hold a special funding round to solicit and fund new proposals.

If funds shall be provided to existing and/or unfunded project, applicants will be notified of the availability of funds
and asked to provide a written request for funds and how they will utilize them for their original request. If new
projects are being considered, HCDC must publish notice of funding availability and proceed with a formal
application process. In all cases the public must be given the opportunity for comment on the proposed use of
funds in accordance with the City’s adopted Citizen Participation Plan.
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APPENDIX B: PRO FORMA INSTRUCTIONS

The Full Housing Application, as in the past, requires the developers of rental housing projects to complete and
submit a proforma for the project being proposed. The purpose of this proforma is to demonstrate that the

Project is financ

ially feasible and viable using the least amount of City funding and to help staff to make

informed decisions on the allocation of local HOME and/or CDBG funding.

All applicants for rental housing (including rehabilitation projects) are required to complete the attached
proforma with the full application. This form will provide the needed information in a format that is uniform
among all applicants. The following are instructions for completing this form and some basic “rules of thumb” for
your consideration. This form allows for up to 20 years of information, though only needs to be filled out through
the period of affordability. Additional underwriting is also required prior to signing an agreement for funds.

If you have any questions about the form or need technical assistance, please call Community Development
staff at 319-356-5230. ***Fields shown in “grey” are for number entry when using the excel

spreadsheet***

Revenues [Income escalates at 2% as calculated in the spreadsheet; consistent with the Fair Market Rent (FMR)

increases for lowa City]

Line 1

Line 2
Line 3
Line 4
Line 5

Line 6

Operating Exp

Gross Rent: Is the total amount of rent generated from the housing units, based on proposed
rent levels and expected utility allowance deductions for tenant-paid utilities (proposed rents
may be less than FMRs but cannot exceed FMRS).

Other Income: Include laundry income, application or pet fees, and interest income.

Tenant Contributions: Include other payments such as rent for parking or storage space.

Gross Income: Is the sum of Lines 1 through 3.

Vacancy Loss: Line 1 multiplied by 5% (may be increased up to 10% depending on Applicant’s
past performance in managing units).

Effective Gross Income: Line 4 minus Line 5.

enses [Inflation escalator at 3% as calculated in the spreadsheet]

Line 7
Line 8

Line 9

Line 10
Line 11
Line 12

Line 13

Net Operating

Insurance: Estimated insurance expense from an agent or similar property.

Maintenance & Structural Repairs: Repairs and replacements are typically 1% of the property’s
value, though varies depending on building age, condition, size, and use.

Management Fees: May not exceed 10% of Annual Gross Rent, typically 5% to 7%.

Misc. Operating Expenses: legal, accounting, advertising, owner-paid utilities, etc.

Sum of Lines 7-10 shall be no less than $3,700/unit; SRO properties in single family
homes shall be considered 0.3 units each

Property Tax: Estimate available from City Assessor or Johnson County records.

Reserves: Operating reserve no less than $400/unit. If new construction, include a rent-
up reserve for Year 1 of gross monthly rent for all units x 3 months)

Total Operating Expenses: Sum of Lines 7 through 12.

Income

Line 14

Net Operating Income: Line 6 minus Line 13.

Debt Service [list mortgage payments for principal and interest only]

Line 15
Line 16
Line 17

Debt Service for 15t Mortgage.
Debt Service for Subordinate Mortgage(s): Total payments for all junior mortgages.
Total Debt Service: Sum of Lines 15 and 16 (should not be less than 87% of Line 14).
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Cash Flow Available for Distribution

Line 18 Cash Flow: Line 14 minus Line 17.

Line 18B Equity Investment: Amount of funds being invested in the project by the project developer\
sponsor. This does not include the equity raised through the sale of Low Income Housing Tax Credits as
they are accounted for on Line 33. A minimum contribution of $100 is required.

Cash on Cash Return on Investment [shows return to developer or investors on their equity contribution
before taxes or tax credits are included]

Line 19 Cash on Cash ROI: Line 18 divided by equity investment as shown on the application.

Debt Coverage Ratio

Debt Coverage Ratio (DCR): Ratio of estimated net operating income to debt service. Line 14 divided by
line 17. After year 3, DCR shall be no less than 1.20 or over 1.60 during the affordability period.
Encourage 1.20-1.50.

Determining Taxes

Line 20 Cash Flow: Carry over the figure from Line 18.

Line 21 Depreciation Expenses: Annual depreciation of property (27.5 year straight-line schedule).
Line 22 Amortization of Fees: Annual amortization of project fees (15-year straight-line schedule).
Line 23 Principal Payments: Calculate the amount of principal paid on all loans for each year.

Line 24 Reserves: Carry over the figure from Line 12.

Earnings (Loss) Before Taxes

Line 25 Earnings Before Tax: Equals (Line 20 minus Lines 21 and 22) plus Lines 23 and 24.

Taxes

Line 26 Tax Rate: Use 35% tax rate for for-profit organizations and 0% for nonprofits.
Line 27 Taxes Incurred (Saved): Line 25 multiplied by Line 26.

Cash Flow After-Tax

Line 28 Cash Flow: Carry over figure from Line 20.
Line 29 Taxes Incurred (Saved): Carry over figure from Line 27.
Line 30 Cash Flow After-tax: Line 28 minus Line 29.

Total Benefit Analysis

Line 31 Cash Flow After-tax: Carry over figure from Line 30.

Line 32 Rehabilitation Tax Credits: Calculate full value of rehab tax credits.

Line 33 Low Income Housing Tax Credits: Calculate full value of LIHTC annually for each of the 1 10
years.

Line 34 Net Sale Proceeds: In year 20, calculate the estimated future market value of the property by
taking the total cost of the project as presented in this application and compound it by 2% for
each year. Place this amount on line 34.

Line 35 Net Cash Flow After-tax: Equals the sum of Lines 31 through 34.
Line 36 Return on Investment: Equals the Net Cash Flow After Tax divided by the Equity Investment.
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