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To:  Rea Estate Department Partners Notice: RED-14-19

From: Real Estate and Finance Departments
Date: May 20, 2014

Re:  Draft Permanent Loan Product for 9% Tax Credit Developments

IHCDA has prepared a draft term sheet for a Permanent Loan product for 9% Tax Credit
Developments. IHCDA is accepting comments through June 6. Please send comments and
guestions to Blake Blanch at Bblanch@ihcda.in.gov.
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IHCDA 9% Tax Credit Permanent Mortgage Forward with Rate

L ock

Key Features
1. Permanent interest rateis locked prior to construction start eliminating interest rate risk.
2. Minimize negative arbitrage during construction period since permanent loan funds do not have
to be advanced until the property qualifies for permanent financing (“ Conversion”).
3. Flexible termsincluding rates, amortization periods, €tc....
4. Apply for financing after receiving an allocation of 9% tax credits.
5. Standard template documents agreed to by major syndicators in the state

IHCDA 9% Tax Credit Permanent Mortgage Forward with Rate

L ock
L oan Amount: Up to $1,000,000
Forward Interest Rate: Fixed at Equity Close. Based on the following formulas (assumes 18 month
lock) (add 25 basis points for 24 month lock)

-Fully Amortizing Loan: 10 yr US Treasury Rate + 200 basis points

-Up to 30 yr Amortization: 10 yr US Treasury Rate + 250 basis points

-Greater than 30 yr Amortization: 10 yr US Treasury Rate + 350 basis points
Min. DSC Ratio: 1.15
Max LTV: 20% (LTV calculated at market rents)
Rate L ock term: up to 24 months, subject to satisfaction of certain terms and
circumstances, a 6-month extension option is available w/IHCDA approval and fee payment
Permanent Loan Term: 15-17 years
Amortization: Upto 35 years
Loan Type: IHCDA is acting as the permanent lender and does not take on construction period risk, thus
during the construction and lease-up phase, another acceptable construction lender, acts asthe interim
lender.
Permanent L oan Conversion Requirements. Property must be 90% physically occupied for 90
consecutive days prior to Conversion. The property must also have been satisfactorily completed and
must satisfy minimum Effective Gross Income and Expense tests at the time of Conversion.
Recourse: Non-recourse with standard Agency carve outs
Closing Fee: 5% (minimum $10,000)
Application Fee: $5,000
Forward Commitment Deposit Fee: 2%-3% of the loan amount in cash or LC (refundable at
Conversion)
L oan Security: First lien mortgage (upon Conversion)
Prepayment: Requires IHCDA approval, which will not reasonably be withheld.
Assumption: With IHCDA approval and payment of 1% assumption fee and $3,000
processing fee.
Subordinate Financing: Subject to IHCDA guidelines
Reserves. Taxes, Insurance and Replacement Reserves
Normal Processing Time: 60 to 90 days from the receipt of the signed application and check
Closing Conditions: Standard industry due diligence
Deferred Developer Fee: A Minimum of 30% of Devel oper Fee must be deferred in order to be eligible
to use this product. The deferred devel oper fee must be paid out pro-rata over the term of thisloan or as

required in order to stay in basis (whichever is shorter).
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