Tim Carroll

From: Chuck Hodgkinson [chodgkinson@chilmarkma.gov]
Sent:  Friday, September 17, 2010 12:02 PM

To: ‘Tim Carroll’; Todd Christy'
Subject: RE: Pro Forma of MLR Rental Duplexes
Tim,

A pro-forma is just that — an estimate. The income variables are the actual tenants and rents that are
received, When we receive the actual fee proposals from the Housing Authority and fine tune the
operating budget we will have a better feel for the surplus operating revenue after expenses for debt
service. We do not know the added liability insurance costs for being a landlord. Do the Selectmen want
to carry a loss of rental income rider? It may not be worth it but | added it to the list of questions we
reviewed at the Selectmen’s meeting awhile ago.

The pro forma we had at town meeting estimated 92% annual cccupancy; tenant rents based upon 80 to
90% AMI. Once we get the housing authority fee schedules, we may need to meet with the Selectmen ta
review the updated pro-forma and perhaps put a minimum rent level far the apartments. For example, if
the tenant applications are for folks earning 50% county median income (which very well may be the
case), the rent will be 1oo low for getting a brand new apartment with all appliances. The Town may
choose te set the minimum rents based upon 70 or 80% AMI to help cover its invesiment exposure.

I’ll give you the handout from Town meeting.

Chuck

From: Tim Carroll [mailto:execsec@chiimarkma.gov]
Sent: Friday, September 17, 2010 11:32 AM

To: 'Chuck Hodgkinson'; Todd Christy'

Subject: Pro Forma of MLR Rental Duplexes

Chuck & Todd

Piease check your notes and let me know what the carrying capacity of the rental income stream is for
debt service. We are looking at $100,000 a year in principle and $45,000 a year in interest payments for
the bond.

Melanie is asking how much the Housing Trust is going to cover of theat. | was hoping we could cover
the interest. But | need to hear form you guys what the lalest proforma is and related, what the DCRHA
expects us to put aside from rent for future repairs.

Tim

My new Email Address is, tearrol@chilmarkma gov In case you are wondering, we changed @cl.chilmark ma.us o
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MIDDLE LINE ROAD COMMUNITY HOUSING PROGRAM
RENTAL DUPLEX PRO FORMA INCOME & EXPENSE SCHEDULES
DECEMBER 7, 2009

Middle Line Road Six Homesite Lots Update

Ten wells are installed for the total Middle Line Road Community Housing Program. The Town has

selected a contractor to install and bring utility service to the site from Tabor House Rd. The new

access road intersection with Tabor House Rd. has been installed. The lottery for awarding the six

homesite lots will take place in January 2010.

How to Build and Manage Six Rental Apartments

The Town vigorously explored having a private developer build and operate the three rental duplexes
for the six apartments. The economics did not work. The operating income after expenses from six
apartments did not produce any surplus funds to cover the construction cost and mortgage debt service.

The proposal was rejected in November 2008.

The Town is recommending it build and own the rental duplexes and have them managed by the Dukes

County Regional Housing Authority. The net annual operating proceeds after expenses will go to

Town instead of to a developer. This annual operating profit can be used to pay a portion of the
Town’s annual bond debt service payments. Here are the pro-forma plan and assumptions:

1. The estimated year one net operating income after expenses -- and before debt service
payments -- for renting the six apartments is $44,100. The future annual net income
projections include the following assumptions:

-3 units are rented to tenants @ 80 % county median income.

- 3 units are rented to tenants @ 90 % county median income.

- 92 % average annual occupancy rate for all 6 units.

-+ 2 % annual increase in rent income and expenses.

- The rental duplexes are maintained in excellent condition each year.

2. The maximum planning budget to build the three rental duplexes with all contingencies is
$2,000,000. The construction cost estimate was prepared by A.M. Fogarty Co. of
Hingham, MA.

3. $600,000 of this planning budget is appropriated from CPA funds.

the

Mg,

4. The Town bonds the balance of $1.4 million for 15 years @ an estimated 4.0% interest rate.

The total estimated cost of construction including 15 years of bond interest payments is

$2,471,000. This may be lower if the actual bids are less than the $2 million planning budget.

The estimated annual net debt service cost ranges from $151,000 in year 1 to $93,600 in
year 1 5—without applying any of the rental income toward the debt service xpense. The
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year 1 debt service payment would increase the FY 2010 tax rate from $2.03/$(000) of assessed
value to $2.08 per $(000). For example, the FY 2010 real estate tax per $1 million of assessed
home value would increase +$50 from $2,030 to $2,080 in year 1. This added tax cost would

gradually decline each year as the outstanding bond principal amount is reduced. If the
estimated year 1 operating income was applied to debt service, the tax rate would increase
+ 3.5 cents and the extra tax on a $1 million home would be reduced to + $35 from + $50.

6. The estimated positive net operating income from the rental units in year 16 — after all debt is

retired — is $58,000. The estimated ten-year cumulative net operating income for years
16 — 25 after all debt is retired is $637.000.
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