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1. Role of Underwriting in a LIHTC Transaction

Key Questions

What is underwriting?

How important is the development team?

What protections are in place for the investor?

Standard risks in LIHTC:

Construction Operations

Compliance Exit
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2. Sponsor / Developer Underwriting

 Experience of Sponsor & execution track record

– LIHTC-specific experience

– Market and stakeholder familiarity

– Deliverables & diligence requests

 Importance of the Development Team

– Sponsor/Developer

– Consultants

– General contractors

– Property managers

– Architects & engineers

– Environmental engineers

– Attorneys

– Social service providers



4

2. Sponsor / Developer Underwriting

 Portfolio / SREO / performance review

     https://ahic.org//docs/AHIC_REO_Schedule.xls

https://ahic.org/docs/AHIC_REO_Schedule.xls
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2. Sponsor / Developer Underwriting

 Governance / alignment / decision rights (LPA + partnership dynamics)

– Division of responsibilities between co-developers

– LP rights & approval threshold

– Investor "replace GP" rights

 Contracts and agreements of Development Team members

– Detail of responsibilities

– How longs are agreements in place

– Replacement rights & LP approvals
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3. Standard Guarantees

 Construction completion guarantee

– What does it cover?

– Key underwriting points

– Controls & conditions

 Operating deficit guarantee

– Sizing

– Order of funds per LPA

– Trigger mechanics & release conditions

 Tax credit delivery / recapture guarantee

– Purpose & underwriting focus

 Repurchase guarantee

– What triggers a repurchase guarantee

– Underwriting focus & common conditions
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4. Standard Adjusters

 Timing adjusters

– Downward timing adjuster

– Upward timing adjuster

 Basis adjusters

– Downward credit adjusters

– Upward credit adjusters

 Underwriting considerations

– Upward adjuster cap?

– Yield maintenance pricing?

– When do you apply adjusters?
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5. Guarantor Underwriting

 Identify the guarantor(s)

– How are they related to Sponsor / Developer

– Operating entities or SPE

– Are they all in for full holding period or specific duration

– Do they all have the same obligations

 Guarantor capacity "available" liquidity under stress

– Financial review focus

– Stress-minded questions

– Common mitigants when guarantor is "thin"
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Thank you. 
Scott Mullarkey

TD Bank U.S.

scott.mullarkey@td.com

Senior CRA Investment Officer


	Slide Number 1
	1. Role of Underwriting in a LIHTC Transaction
	2. Sponsor / Developer Underwriting
	2. Sponsor / Developer Underwriting
	2. Sponsor / Developer Underwriting
	3. Standard Guarantees
	4. Standard Adjusters
	5. Guarantor Underwriting
	Slide Number 9

