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The credit-underwriter lane
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Underwriting is the bridge between program intent and an 
executable closing.

• Bond counsel validates issuer authority, tax-exempt 
bond requirements, TEFRA/public approval, and legal 
documents.
• Credit underwriting tests feasibility: sources, uses, 
market, budget, debt sizing, reserves, guarantees, 
compliance (during underwriting and ongoing), and 
operating risk.
• For the Board, the useful output is not just “approved” or 
“denied” — it is conditions, open items, and residual risks.

What the Board should 

expect from CU:

A clear recommendation, a 

reconciled capital stack, and 

conditions that can be 

tracked to closing and 

during monitoring.

What CU is not

A bond tax opinion, a 

substitute for issuer policy, 

or a replacement for post-

closing monitoring.



Agenda for the underwriter portion

Roadmap 3

Program

basics

Allocation

+ TEFRA

Underwriting

methodology

Gap

financing

Monitoring

+ policies

• How HFA multifamily tools fit together: bonds, 4% Housing Credits (through 

HFAs or FHFC) and 9% Housing Credits (through FHFC only), local funds, 

including CDBG-DR.

• What the underwriter needs before a deal moves from inducement to closing.

• How we size debt, reconcile sources and uses, evaluate the market, and 

identify risk mitigants.

• How written policies and post-closing monitoring keep the HFA’s mission 

aligned with the transaction.

Panel goal: give Board members enough vocabulary to ask better questions 

before scarce resources are committed.



HFA multifamily toolkit

Program basics 4

Several tools can be used at once to make a deal work; CU tests whether they work together.

Tax-exempt

bonds

4% Housing

Credits

9% Housing

Credits

Local funds

+ trust funds

CDBG-DR

+ other gap

• Each source imposes its own affordability term, eligible-cost rules, reserve 

requirements, reporting, and default remedies.

• The underwriter reconciles those requirements into one Sources & Uses 

schedule, one operating pro forma, and one closing checklist.

• The Board’s discretion is strongest when policies say how scarce tools are 

prioritized and conditioned.

Underwriting lens:
A source is not a source until timing, conditions, lien priority, and 
disbursement mechanics are underwriteable.



Who does what in a multifamily transaction

Roles 5

Professional Primary lane CU coordination point

HFA / Issuer
Mission, policies, inducement, fee structure, final 

approvals, monitoring expectations
Defines what must be conditioned before closing

Bond counsel / issuer 

counsel

Issuer authority, TEFRA/public approval, bond 

documents, tax-exempt bond compliance
Confirms legal structure matches CU report

Credit underwriter

Feasibility, capital stack, program 

requirements/restrictions, market, budget, debt, 

reserves, risk mitigants

Issues recommendation and conditions

Lender / bond 

purchaser / investor

Debt terms, equity pricing, construction/permanent 

standards, guarantees
Term sheets become underwriting inputs

Trustee / servicer / 

monitor

Funds flow, draws, escrows, reporting, compliance 

and asset monitoring
Carries conditions forward after closing

Best practice: when legal, underwriting, lending, investor, and compliance conditions do not 

diverge.



4% bonds and 9% credits feel different

Program basics 6

Question 4% Housing Credits with bonds 9% Housing Credits

How awarded?
Non-competitive Housing Credit process tied to private 

activity tax-exempt bond financing
Competitive FHFC RFA allocation

Scarce resource Bond volume cap, plus gap financing
Annual 9% credit allocation and RFA limitations; no tax-

exempt bonds allowed when utilizing 9% LIHTCs

LIHTC Rules and 

amount differences

4% LIHTCs (Florida Chapter 67-21); intended to 

subsidize roughly 30% of development costs 

9% LIHTCs (Florida Chapter 67-48); intended to 

subsidize roughly 70% of development costs

Timing driver
Closing readiness: bond allocation, TEFRA, lender, 

investor, construction pricing, 4% threshold
RFA deadlines, scoring, invitation to credit underwriting

Sizing
Tax-exempt bonds must be at least 25% of aggregate 

basis plus land (25% Test)

Minimum First Mortgage and Maximum Debt Service 

Coverage parameters

Tax counsel should confirm current federal tax-credit/bond threshold mechanics for each closing.



Bond allocation and TEFRA: CU view

Bond allocation + TEFRA 7

Preliminary

application

Inducement

resolution

TEFRA

notice + hearing

Volume cap

confirmation

CU report

+ final Boatrd

approval

Bond

closing

• Bond allocation is a timing and scarcity risk: if cap is unavailable, the entire 4% 

structure can stall.

• TEFRA/public approval is necessary for private activity bonds, but it should not be 

treated as a credit approval.

• The underwriter should flag unresolved site control, zoning, source commitments, 

construction pricing, and market risk before final bond approvals.

• Board resolutions should distinguish preliminary inducement from final 

authorization to close.

Underwriter handoff to bond counsel:

Confirm approved project description, maximum bond amount, issuer/jurisdiction 

approvals, use of proceeds, and closing conditions.



Compliance architecture: who restricts what

Program basics 8

Bonds

IRC §142(d)

• Minimum set-aside: 20% at 

50% AMI or 40% at 60% AMI

• Qualified project period and 

bond regulatory agreement

• Income restrictions; tax-

exempt bond rules

Housing Credits

IRC §42

• Income and rent restrictions

• 20/50, 40/60, or Average Income 

Test election

• 15-year compliance + extended 

use; often 30+ years

Local / state / federal

gap sources

• Additional AMI, rent, term, special 

population, features, amenities, 

and resilience commitments

• Recorded documents may extend 

affordability to 50–99 years

• Monitoring and reporting can 

layer on top of LIHTC rules

CU deliverable: a restriction matrix that ties rent/income set-asides, affordability term, 

reserves, reporting, and compliance obligations back to the recorded documents.



Current 4% bond-financing threshold

4% Housing Credits 9

Important post-2025 update: the threshold can be 50% or 25%, depending on issue date and placed-
in-service timing.

Structure Threshold Underwriting implications

Traditional rule
50% or more of aggregate basis financed 

with tax-exempt bonds

Track “good costs,” eligible basis, land/building basis, 

draw timing, and bond redemptions

Post-2025 rule

25% or more, if bonds are issued after 

2025, finance at least 5% of aggregate 

basis, and the building is placed in service 

in tax years beginning after 2025

Potentially reduces bond cap pressure, but increases 

need for precise tax counsel coordination and 

closing/draw documentation

Board / CU takeaway
Do not assume a lower bond amount is 

sufficient without tax counsel confirmation

Condition final approval on a threshold/basis 

confirmation and updated sources and uses

Use the rule change to reduce waste of cap — not to loosen underwriting 

discipline.



What credit underwriting opines on

Credit underwriting 10

A CU recommendation is an evidence-based answer to six questions.

Market Budget Sources Debt
Reserves/ 

Guarantees
Risk

• Will restricted rents lease in the market, and do they maintain a meaningful advantage (≥ 10%) 

to market rents?

• Are development costs reasonable for the scope, location, construction type, and current 

insurance/tax environment?

• Are all construction and permanent sources committed, compatible, and available when 

needed?

• Does the permanent debt size to a sustainable DSCR after issuer/trustee/servicing/compliance 

fees?

• Are reserves and guarantees sufficient for lease-up, operating deficits, replacements, and 

conversion risk?

• Can remaining risks be mitigated by enforceable conditions before closing?

Output: recommended approval, denial, or approval with conditions — with a 

record that survives closing.



Underwriting process and timeline

Process 11

Application

intake

Inducement

+ TEFRA

Invitation

to CU

Reports

30–60 days

Draft CU

60–90 days

Final + closing

120–180 days

• The timeline compresses only when the application, term sheets, site control, 

zoning, construction pricing, and source commitments are complete.

• Draft CU should be early enough for the HFA, borrower, lender, investor, and 

attorneys to resolve conditions before documents are finalized.

• Update letters should be controlled: every update should have a defined reason, a 

refreshed sources/uses, and a tracked conditions list.

Board process tip:

• Consider permit-ready programs to compress underwriting timeframe



Third-party reports: what they answer

Due diligence 12

Report Underwriting question Common Board-level issue

Market study
Demand, absorption, achievable restricted rents, market 

advantage, impact on existing affordable stock

Are rents achievable without hurting nearby 

affordable assets?

Appraisal
As-is/as-complete value, land value, collateral, purchase 

price reasonableness
Is the acquisition price supported?

Phase I / Phase II
Environmental conditions, remediation scope, timing, 

reliance letters
Who pays and when is site risk resolved?

CNA / PNA + plan/cost 

review

Rehab needs, construction scope, cost reasonableness, 

accessibility, committed amenities
Will the scope last the affordability term?

Geotech / survey / zoning
Site feasibility, flood, access, utilities, encroachments, 

development approvals

Are closing and construction-start 

assumptions realistic?



Key underwriting assumptions

Methodology 13

Representative CU standards — confirm current issuer, FHFC, lender, investor, and program requirements.

Input Typical approach What we stress

Rents
Current published rent limits; generally no rent trending 

before closing
Market advantage and achievable lease-up rents

Vacancy
5% unless stronger support exists, e.g., 100% project-

based assistance
Absorption and lease-up reserves

Expenses
Comparable properties plus escalation; special attention to 

insurance, taxes, payroll, utilities
Year-1 NOI and DSCR fragility

Reserves
Replacement reserves often ≥ $300/unit/year; ODR and 

lease-up reserves as needed
Adequacy through conversion and early operations

Management
Fee generally supported by comps; often 4% minimum in 

pro forma testing

Experience with LIHTC, PBV/PBRA, elderly/special 

needs

Market rent test
60% AMI rents should retain meaningful discount to 

unrestricted market rents
Risk of rent ceiling exceeding actual market



Loan sizing: DSCR

Debt sizing 14

NOI ÷ (hard debt service + ongoing 
issuer/trustee/servicing/compliance fees) ≥ target DSCR

• Minimum DSCR for tax-exempt bond transactions is 
commonly 1.10x, but the higher standard among lender, 
investor, issuer, and program rules controls.
• Post-conversion interest rate should be fixed or otherwise 
mitigated by rate lock, hedge, reserve, or enforceable 
conditions.
• Amortization is commonly 40 years or less; subordinate debt 
must not overburden cash flow.
• Stress tests should isolate insurance, taxes, rent advantage, 
vacancy, and operating expense growth.

Underwriter warning signs

• DSCR “passes” only because 

fees or reserves were omitted

• Permanent loan relies on 

future rent growth

• Insurance quote is stale or 

below market of fully-insured 

properties

• Deferred fee repayment 

crowds out operations

A DSCR calculation from underwriting was be reconfirmed, once locked, prior 

to closing.



Typical capital stack: new construction

Capital stack 15

Construction sources

Permanent sources

* 9% LIHTC typically account for 65% - 70% of total sources/uses 



Sources & uses reconciliation

Capital stack 16

A balanced Sources & Uses schedule is necessary, not sufficient.

1. Validate uses 2. Validate sources 3. Validate timing
4. Validate 

conditions

• Costs: contracts, proposals, invoices, plan/cost review, environmental/remediation, 

relocation, financing costs, reserves.

• Basis: eligible/ineligible costs, acquisition/rehab split, land allocation, federal/state/local 

source rules.

• Timing: equity installments, bond proceeds, bridge loans, reimbursement limitations, local 

funding cycles, retainage, conversion paydowns.

• Conditions: lender/investor requirements, subsidy award documents, reserves, 

guarantees, title/survey, insurance, affordability restrictions.

Board issue: a funding gap can hide in timing even when total sources equal 

total uses. Construction draw schedules help to expose timing gaps.



Budget parameters and cost review

Budget 17

Item Typical parameter CU focus

Developer fee
Often capped at ≤ 18% of eligible costs; 

payment limits until 100% lien-free completion
Deferral feasibility and repayment from cash flow

GC fees
Capped at ≤ 14% of hard costs; GMP contract 

expected

Identity-of-interest, bidding, P&P bonds, contingency 

adequacy

Contingency Hard: 5% new / 15% rehab; Soft: 5% Rehab discovery risk, environmental risk, buyout status

Equity at closing
15% Housing Credit equity funding at closing is 

a minimum (round up)
Remaining installments tied to milestones and 8609s

Insurance
Use current quotes and stress Florida market 

volatility
Builder’s risk, property, liability, flood/wind, deductibles

Rehab caution: the budget must solve the property’s real needs for the affordability 

term, not just meet a minimum rehab threshold (e.g. painting over mold).



CDBG-DR in multifamily deals

CDBG-DR 19

CDBG-DR can be powerful gap financing, but it brings federal program timing and compliance risk into the 
underwriting.

Purpose

• Long-term recovery after 

Presidentially declared disasters

• Often targeted to unmet 

housing needs and 

low/moderate-income benefit

CU screen

• Duplication of benefits

• Environmental review timing

• Eligible costs and 

procurement path

• Disbursement and deadline 

risk

Deal impact

• Davis-Bacon / Section 3 / URA / fair 

housing / accessibility issues to screen 

early

• Additional restrictions, documentation, 

and monitoring capacity

• Flood, resilience, insurance, and rebuild 

standards may affect scope and budget

Practical rule: CDBG-DR conditions should be built into the schedule before the HFA 

promises a closing date.



Risk assessment and mitigants

Risk 20

Risk What it looks like Mitigants / conditions

Construction
GMP not final, weak GC, rehab unknowns, permitting 

delays, material escalation

GMP, P&P bonds or LOC, completion guarantees, contingency, 

plan/cost review, draw controls

Lease-up
Absorption slower than market study, restricted rents 

too close to market

Lease-up reserve, conservative rents, management experience, 

voucher/PBRA/PBV verification

Operating
Insurance/taxes/utilities exceed budget, DSCR below 

threshold

Stress tests, ODR, operating deficit guarantee, reserve waterfall, 

monitoring triggers

Interest rate
Floating construction or perm rate, expired lock, 

hedge mismatch

Rate lock, cap/swap with acceptable counterparty, updated debt 

sizing before closing

Compliance
Set-aside mismatch, rent/income errors, committed 

amenities not delivered

Restriction matrix, management training, monitor review, 

conditions in LURA/EUA



Monitoring after closing

Monitoring 21

Construction

servicing

Conversion

checklist

Compliance

monitoring

Financial

monitoring

Board

escalation

• Construction: monthly draw reviews, site inspections, change-order approvals, lien waivers, 

stored materials, contingency tracking.

• Conversion: cost certification, final sources/uses, permanent loan, equity installments, reserve 

deposits, 8609 readiness, recorded restrictions.

• Compliance: resident income/eligibility, rents and utility allowances, set-asides, committed 

features/amenities, physical condition, down units.

• Financial: mid-year and year-end actuals versus budget, DSCR trends, cash-flow concerns, 

reserve requests, fee remittance, issuer reporting.

Monitoring is where underwriting assumptions become lived outcomes for 

residents and the HFA.



When to pause or condition approval

Lessons learned 22

A pause is not a failure; it is often the cheapest risk-control tool the HFA has.

• TEFRA or inducement is being rushed before site control, zoning, source commitments, or 

project description is stable.

• Rehab scope appears insufficient for the proposed affordability period or existing property 

condition.

• Construction costs, insurance, taxes, or interest rates changed materially after the last 

underwriting run.

• Local or CDBG-DR funds are shown as sources but are not yet legally committed or are not 

available when needed.

• Market study indicates restricted rents are too close to market or absorption is optimistic.

• The transaction needs repeated update letters because key terms keep changing near closing.

Mitigation: require independent CU early, keep a live issues list, and put open items 

directly into resolution conditions.



Written policies are the HFA’s first defense

Governance 23

Policies do not remove discretion; they make discretion consistent and defensible.

Policy area Questions to answer before a deal arrives

Application intake

What documents are required for inducement, TEFRA, CU engagement, and final 

approval? Detailed, thorough application package is recommended to avoid confusion 

(e.g. features & amenities – committed or not)

Volume cap / issuer capacity How are scarce allocations prioritized, reserved, extended, or released?

Local contribution When can the HFA support local funds, fee waivers, trust funds, or land contributions?

CU scope and standards
Who orders CU, what assumptions are required, and when is an independent report 

mandatory?

Monitoring and defaults
Who receives reports, what triggers escalation, and how are transfers, defaults, and 

reserve releases approved?

Conflicts / procurement / fees
How are professionals selected, fees disclosed, conflicts handled, and Board records 

maintained?



Board questions that improve the deal

Discussion 24

1. What is the least certain source, and what happens if it slips?

2. What assumptions changed since inducement or the last Board action?

3. Does the market study support the restricted rents and the absorption pace?

4. Who absorbs construction overruns, rate changes, insurance increases, and tax 

reassessments?

5. How long is affordability, and which document controls each restriction?

6. Which conditions must be cleared before closing versus after closing?

7. What is the Year-2 DSCR if insurance or taxes are 10% higher than underwritten?

8. Who monitors the project, how often, and when does the Board hear about any 

exceptions?



Reference points

Sources 25

Selected authorities and program references used to product this deck

Federal tax + bond framework

• IRC §142(d): qualified residential rental project and 

bond set-asides

• IRC §147(f): public approval / TEFRA requirements

• IRC §42: Housing Credit minimum set-asides and 

Average Income Test

• IRS Form 8609 update: post-2025 25% bond-financing 

threshold

Florida program + allocation references

• Florida DBF Private Activity Bond Allocation Program

• FHFC MMRB and Non-Competitive MMRB/HC program 

materials

• FHFC compliance, income/rent limits, and monitoring 

materials

• FHFC SHIP/local housing and CDBG-DR materials

Disaster recovery + local gap sources

• HUD CDBG-DR overview and allocation guidance

• Florida Housing CDBG-DR RFAs and action-plan-driven 

requirements

• Local housing trust fund, SHIP, county/city contribution, 

and land/fee policies

Presentation source

• Updated from the attached FL ALHFA Credit 

Underwriting deck

• Use with bond/tax counsel input; not a legal or tax 

opinion
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