DISTRESSED RENTAL PROPERTY ASSISTANCE
FINANCIAL AND PHYSICAL CONDITION CHECKLIST

Purpose

The purpose of the Distressed Rental Property Assistance Financial and Physical Condition
Checklist is to aid the Regional Housing Specialist during their completion of a Physical and
Financial Condition Review for a project to determine the appropriateness of NDED providing
Distressed Rental funding. The Physical and Financial Condition Review, helps address physical
and/or financial condition issues in NDED financed rental properties that are currently fulfilling
NDED loan or conditional grant requirements. In order to help grantees preserve their
distressed rental projects as affordable housing for low-income families, Distressed Property
Rental Assistance is available as an eligible activity for NDED funds in the 2008 NAHP Annual
Application Cycle.

In some instances, property managers, owners, and/or NDED grantees of NDED financed rental
projects have experienced challenges within their distressed rental property projects. Possible
causes of these challenges have included: escalating operating expenses, stagnant rents, poor
underwriting, and changes in the local housing market. These causes have increased the
likelihood of a grantee defaulting on their permanent first mortgage and having a private lender
foreclose on a project. Grantees have also had to find new owners to maintain their affordable
housing property during the affordability period or have had to repay NDED investments in full.

Some factors an applicant should consider in determining whether or not to apply for
distressed rental funding include, but are not limited to:

9 Distress issues in these rental properties must be of sufficient size and scope to threaten
the sustainability of the project.

9 Assistance is available for rental projects that serve an affordable housing need in the
community.

1 The workout strategy must make a significant visual and financial impact on the project.

9 Assurances are needed by the property owner(s) that will provide evidence that the
owner will contribute financially to assisting in the distressed rental and be willing to
compromise on project restructuring in order to reach the optimum workout for NDED
and other partners.

Instructions

The Regional Housing Specialist will complete the Checklist and in some instances may request
the applicant to complete a portion of the Checklist.
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Part |: BASIC INFORMATION

Applicant:

Contact Person:

Phone:

E-mail:

Rental Project Name:

Project Location:

Current project financing includes:

[ ] Nebraska Affordable Housing Trust Funds

[ ] Nebraska Department of Economic Development (NDED) HOME funds

[ ] NDED CDBG funds

Current NDED grant/award number

Current Amount of NDED funds awarded S

NDED Grantee

Reviewed by:

Date:
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Part |I: EVALUATION

1)

2)

Do the project owners have a plan to address issues and is there sufficient contribution to
the workout strategy?

[ ]Yes

[ ] Noj; if why?

Does the project balance sheet and Income Statement demonstrate excessive debt?
Generally, excessive debt is based on Annual Net Operating Income divided by Annual Debt
Service at 1.10 or less.

[ ] Yes; if yes, explain.

[ ]No

3)

Does the project balance sheet have a Rents Receivable positive balance?
|:| Yes; if yes, explain.

|:|No

4)

Do the project Income Statements indicate significant Net Operating Losses? A significant
loss is generally considered to be a loss demonstrated in at least 2 of the 5 most recent
years.

|:| Yes; if yes, explain.

|:|No

5)

Does the project Balance Sheet or other documentation show an inadequate balance in
the operating reserve account? An adequate balance is generally considered to be a total
of 6 months (or more) of project operating expenses, including debt service.

|:| Yes; if yes, explain.

|:|No

6)

Does the project Balance Sheet or other documentation show an inadequate balance in
the replacement reserve account? An adequate balance is generally considered to be $200
per unit per year of operation.

|:| Yes; if yes, explain.

|:|No
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7) Does the project have significant compliance/monitoring findings from NDED or other
investors?
[ ] Yes; if yes, explain

|:|No

8) Does the project have a property condition assessment that identifies significant
maintenance and repair needs? Significant needs are generally defined as at least $5,000
per unit or $50,000 total, whichever is less.

[ ]Yes

|:|No; if not, explain

SUMMARY:

Using the above information, does the project meet all of the thresholds outlined below?

|:| Yes

|:| No; if no, why?

Eligible projects must meet all of the following thresholds:
|:| The project was financed with NDED funds;

|:| The project is currently subject to NDED requirements of a loan or
conditional grant;

|:| Project owners plan to or have taken steps to resolve project issues to
the best of their ability;

|:| The project is in danger of foreclosure based on the following analysis.
Circle those that apply.

0 The balance sheet demonstrates signs of distress such as excessive
debt or rent receivables;

S

0 A profit and loss statement (or income statement) demonstrates an
unreasonable project loss, (taking into consideration anticipated
losses that result in tax benefits);

|O
=

0 The balance sheet or other financial materials indicate an inadequate
operating reserve account balance;

Distressed Rental Property Financial and Physical Condition Review
Page 4 of 5
Revised December 18, 2007



S

0 The balance sheet or other financial materials indicate an inadequate
replacement reserve account balance;

S

0 The project has significant compliance/monitoring findings from
NDED or other investors;

S

0 The project has physical maintenance and repair needs that cannot
reasonably be met with reserve or cash flow resources.

Part 111: CONCLUSION

|:| The project is determined to be in physical distress and the Financial and Physical
Condition Review is approved

[ ] The project is determined to be in financial distress and the Financial and Physical
Condition Review is approved

|:| The Financial and Physical Condition Review is approved with the following

modifications and/or changes:

|:| The Financial and Physical Condition Review is not approved because

NDED Representative

Date
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