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Introduction
In accordance with the Ohio Housing Finance Agency’s (OHFA) policy and state and federal requirements, OHFA 
will perform underwriting analysis on all proposal applications that request an award of any OHFA resources.  Each 
evaluation will consist of a review of the financing sources, development budget, income and operating expenses, 
and a 15-year cash flow analysis.  The underwriting process and standards are designed to ensure that OHFA 
awards the minimum amount of subsidy necessary for the successful development of cost-effective, financially 
viable, and sustainable affordable housing developments.

OHFA reserves the right to request further clarification, justification, or documentation for any questions that are 
identified during the underwriting analysis.  At its discretion, OHFA may reduce, alter, or remove items that do not 
meet the underwriting standards in this guideline.  Developments must meet OHFA’s standards, unless an exception 
is clearly indicated.  Exceptions must be submitted with the proposal application. 

OHFA reserves the right to deny any application that does not meet the underwriting standards in this guideline. 

The Multifamily Underwriting Guidelines may be subject to change, pending developments in federal and state 
legislative requirements and/or OHFA policy. 

Unless otherwise approved by OHFA, the Multifamily Underwriting Guidelines will be used beginning with 2015 
funding rounds.

Developments will be underwritten based on the funding source being applied for:

9% Tax Credits Underwriting Process

Proposal applications for the competitive 9% Housing Tax Credit round (with or without OHFA gap financing) will be 
underwritten three times:

• At proposal submission to determine if they are eligible to continue in the competitive process,

• At final application prior to issuing a Carryover Allocation Agreement, and

• At the time the development is placed-in-service and requests IRS Form(s) 8609.

4% Tax Credits Underwriting Process

All  developments applying for 4% Housing Tax Credits will undergo an underwriting review at application prior to 
issuing a 42m letter of eligibility.  Once this underwrite is complete, the development will not be reassessed until 
8609. 

An additional underwriting review will take place at the time the development is placed-in-service and requests IRS 
Form(s) 8609.

OHFA Gap Financing Programs (HDGF, CIP and BGF) Underwriting Process

All developments requesting OHFA gap financing without Housing Tax Credits will undergo an underwriting review at 
proposal and again at the time of final application.  
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I. Development Budget

A. Development Budget Overview

1. Cost Reasonableness

OHFA will evaluate development costs by comparing the development budget for an application with one 
or more of the following:

1. Budgets from current applications for similar developments

2. Cost data collected from final cost certifications

3. A review of the 80% completed architectural plans  

4. The OHFA Cost Index

Additional information will be required at the discretion of OHFA for developments that exceed one or more 
of the above comparisons.  Developments that cannot provide such information may be removed from 
consideration of funding. 

Total development costs will be evaluated on a per unit, per bedroom, and per square foot basis. 

Developments will be subject to any cost caps imposed by the specific program to which application is 
made.

2. Sources and Uses

All costs must be identified, including acquisition, construction, contingencies, reserves, developer fees 
and other soft costs. Applicants should contact OHFA for instructions on how to account for any unusual 
costs.

The development’s total sources must always equal the total development cost.  If the sources exceed 
the costs, OHFA will reduce any OHFA gap financing and/or Housing Credit amount so that sources equal 
uses.

For items funded following construction, the applicant must classify these items in the construction 
sources as post construction fees and costs.

3. Other Line Items

All “other line items” utilized in the development budget must include an explanation of the cost(s). 

B. Acquisition and Land Costs
For 9% and 4% Housing Tax Credit developments, OHFA will subtract the land valuation identified in the appraisal 
from the total property valuation or the purchase price, whichever is less, to arrive at the amount of allowable 
acquisition basis. OHFA reserves the right to limit the valuation of the property to the as-is restricted or as-is market 
valuation.  

OHFA may permit an exception for developments with assumed federal debt. 

Developments receiving OHFA gap financing may not have acquisition or land costs higher than the appraised value.

C. Construction Related Costs 

1. Hard Construction Costs

Hard construction costs are defined as the total of on-site development costs and hard construction 
(residential rehabilitation, new construction, commercial construction, amenity fee items, furnishing, 
fixtures and appliances, and construction contingency) cost line items. 
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2. Rehab Minimum Hard Construction 

OHFA has established a minimum hard construction cost per unit standard for rehabilitation developments 
of $20,000 per unit ($15,000 per unit for developments financed with tax exempt bonds).

3. Construction Interest 

The maximum amount of the estimated Construction Loan Interest allowed in eligible basis is equal to one 
year of Construction Loan Interest (Construction Loan Amount multiplied by the Construction Loan Interest 
Rate).   

Exceptions will be considered for developments that can justify a potentially longer construction period.  

If the developer has not locked in a construction interest rate, OHFA will use the monthly Prime Rate as 
published in the Wall Street Journal effective for the month in which the proposal application is received 
for non-competitive developments or the application deadline date for competitive developments.

4. Construction Contingencies 

The maximum hard construction cost contingency is 5% for new construction and 10% for rehabilitation 
and adaptive reuse developments.  

OHFA will use the definition of hard construction costs as defined in section C1 to calculate this amount.  

OHFA may allow for exceptions to this limit if the applicant can demonstrate that another funding source 
requires a higher contingency.

5. Contractor’s Cost Limits 

Once  the  maximum  amount  of  the  contractor’s  fee  is  determined  during the  final application 
underwriting review, this amount cannot be increased if costs are higher but is also not required to be 
decreased if final hard construction costs are lower than underwritten.  

Contractor Cost Limits are as follows:

Contractor Profit = 6% of hard construction costs.

Contractor Overhead = 2% of hard construction costs.

General Requirements = 6% of hard construction costs.

6. Construction Cost Savings

If there are hard construction cost savings identified in the final cost certification, these savings will be 
shared among the contractor, developer, and OHFA and may be added to the maximum Contractor Fee 
and Developer Fee amounts. For related party contractor-developer entities, the cost savings will be 
divided 50% to the contractor-developer and 50% to OHFA. For third-party contractors, the cost savings 
will be divided 67% to the contractor/developer team, and 33% to OHFA. OHFA’s share may be taken as 
cash, a reduction of credits, or used to reduce the development’s Gap Financing award. Owners must 
contact OHFA prior to the request for IRS Form(s) 8609 to create a plan for the use of cost savings.

D. Professional Soft Costs

1. Professional Soft Costs

Professional Soft Costs are defined as the total of Architectural Fees, Survey Costs, Engineering fees, 
Appraisal, Market Study, Environmental Report, Rent-up Costs; Title and Recording; Legal Fees; 
Accounting Fees; Developer’s Fee and Overhead; Consultant Fees; Organizational Fees; and Syndication 
Expenses.  

OHFA has the discretion to add other fees/costs listed in the ‘Other’ line items to the calculation as 
appropriate.
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2. Professional Soft Cost Limits 

Total professional soft costs, including the soft cost contingency, may not exceed 20% of the total 
development cost.  

4% Housing Tax Credit developments may have a total professional soft cost of 25% of the total 
development cost. 

3. Professional Soft Cost Contingencies 

The maximum soft cost contingency is 2.5% of total professional soft costs.

4. Developer Fees 

Developer fees are defined as the developer fee plus the total of all application or development consultant 
fees, construction management fees, guarantee fees, developer asset management fee and any financing 
fees charged by the developer. OHFA may add other fees to the calculation as appropriate.

9% Housing Tax Credit developer fees cannot exceed the sum of:

Fifteen percent (15%) of total rehabilitation and new construction eligible basis; and

Five percent (5%) of total acquisition eligible basis.

4% Housing Tax Credit development fees cannot exceed the sum of:

Twenty percent (20%) of the total rehabilitation and new construction eligible basis. Developer fees in 
excess of 15% must be deferred or put back into the development as a capital contribution and must 
be included in the sources of permanent financing.

Fifteen percent (15%) of the total acquisition eligible basis

OHFA gap financing programs that are not paired with Housing Tax Credits may claim a developer fee of 
15% of the total development cost, unless guidance in the specific program guideline states otherwise.  

E. Reserves

1. Operating Reserves 

The minimum Operating Reserve for a development is four (4) months of the first stabilized year’s 
projected operating expenses, hard debt service payments, and replacement reserve contributions. The 
maximum is 12 months of the first stabilized year’s projected operating expenses, hard debt service 
payments, and replacement reserve contributions. 

2. Replacement Reserves 

Capitalized Prefunded Replacement Reserves are not permitted for new construction developments, with 
the exception of adaptive reuse developments.  

OHFA’s minimum replacement reserve amounts by product type are:

Senior New Construction = $250 per unit.

Family / PSH New Construction = $350 per unit.

Single Family Homes = $300 per unit.

Senior Rehabilitation = $350 per unit.

Family / PSH Rehabilitation = $400 per unit.

OHFA may permit an exception to these minimum replacement reserves if required by another funding 
source.
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3. Special Reserves  

If special reserves are required by HUD, RD, the mortgage provider, and/or the investor/syndicator, the 
applicant must provide supporting documentation that explains the requirement. If documentation cannot 
be provided, OHFA will remove the special reserve from the development budget.   

II. Development Financing

A. All Sources Identified  
All sources of financing must be identified, including Housing Tax Credit equity, mortgages, gap financing, 
seller financing, soft or non-recourse loans, grants, development team contributions, and reserves used to fund 
redevelopment. Applicants should contact OHFA for instructions on how to account for any unusual cost items.

B. Commitment Letters

1. Equity Commitment  

OHFA will evaluate the equity commitment provided by the syndicator/investor.  Commitments must 
include the following: 

1. Proposed terms and conditions 

2. Net and gross equity and net equity pricing 

3. Detailed pay-in schedule including equity pay-in during construction

OHFA may require adjustments based on comparable, historical, and/or current market conditions and 
trends. 

2. Debt Financing  

Final commitments for all debt sources must be submitted at final application for all developments seeking 
OHFA resources. OHFA will evaluate the terms of each funding source and may choose to underwrite 
at different terms for any funding source which OHFA determines will cause unnecessary or excessive 
subsidy.

If an applicant has not received final commitments at time of proposal, OHFA will underwrite the proposal 
application based upon market norms for the product type, development area and current market 
conditions as determined by OHFA.

3. Other Commitment Letters 

All other sources identified in the application must include a commitment letter at final application.  
Commitment letters must identify the funding terms and conditions. 

In the case of funding sources that involve a competitive process and have not yet announced awards, 
OHFA may choose to allow additional time for applicants to submit a commitment letter. OHFA will not 
present a development to the Multifamily Committee for approval until all commitment letters are received. 

OHFA may also provide an extension to applicant’s utilizing Federal or State Historic Tax Credits. 

C. Deferred Developer’s Fee 
Applicants must show that the deferred developer’s fee can be paid in full from development cash flow within the first 
15 years.  Any unpaid or deferred balance after year 15 will  be  deducted  from  the  Housing Tax Credit  eligible  
basis.  If this results in a lower amount of eligible basis, the basis will be reduced to the appropriate amount.
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III. Income/Expense Analysis

A. Income and Expense Overview

1. Operating Expense Reasonableness

OHFA will evaluate the reasonableness of costs by comparing the operating expense budget for a 
proposal application to one or more of the following:

1. Operating budgets from current applications of similar developments 

2. Comparable properties in the developer’s or syndicator’s/investor’s portfolio

3. The development’s appraisal or audited financials 

4. OHFA’s operating survey data

Additional information will be required at the discretion of OHFA for developments that exceed one (1) or 
more of the above comparisons.  OHFA may reduce or increase a line item if an adequate justification is 
not provided and/or a cost is substantially above or below a reasonable, objective industry standard. 

OHFA will provide operating survey data on its website for applicants to use as a guideline.

2. Vacancy 

OHFA will assume a 7% vacancy rate to calculate the effective gross income. 

Applicants of preservation developments with project based rental subsidy may request a rate of 5% if 
they can document a history of strong occupancy rates.

Permanent supportive housing developments that will contain 100% project based rental subsidy may 
elect to use a 5% vacancy rate.

3. Income/Expense Escalations  

OHFA will assume an annual income increase of 2% and an annual expense increase of three percent 3%. 

Exceptions will be permitted for properties in which operating subsidy is provided by HUD or the local 
public housing authority to achieve break-even operations at the property.

B. Expenses

1. Utility Allowances

For Housing Tax Credit developments, utility allowances must be consistent with Section 42 of the IRC 
and IRS Regulation 1.42-10.  Utility allowances should also conform to OHFA’s Utility Allowance Policy. 

For non-Housing Tax Credit developments, utility allowances must come from a local utility provider, the 
local MHA/PHA, a third party engineer, or HUD/RD.  Utility allowances should also conform to OHFA’s 
Utility Allowance Policy.

2. Syndicator Expenses 

Reasonable investor/syndicator asset management fees will be permitted as either a capitalized 
development cost or a “soft” operating expense repaid from available cash flow, after amortizing 
permanent mortgages before deferred developer fee and soft loan repayments.

3. Service Coordination Expenses and Fees 

Service coordination expenses and fees will be limited to $100 per unit per year.

Exceptions may be granted to permanent supportive housing developments, or developments that must 
have a higher service coordination fee based on a federal program requirement.
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C. Income

1. Rental Income  

All affordable units must maintain restricted rents that conform to IRC Section 42 and other applicable 
OHFA guidelines.

2. Commercial Income 

Income from commercial space will not be considered in the cash flow analysis toward meeting DCR or 
No-DCR requirements.

3. Other Income 

Fees and other income such as laundry/parking must be reasonable and comparable to other properties 
within the  region  and  developer’s  portfolio.

D. Debt Coverage Ratio 
The minimum acceptable Hard Debt Service Coverage Ratio (DCR) is 1.20 for the first year of stabilized operations. 
The development must maintain an annual DCR above 1.00 during the entire15 year compliance period. For 
developments with no hard debt, the developments must  maintain  an annual income  to  expense  ratio  above  
1.00  during  the  entire 15 year compliance period. The average hard DCR over the 15 year compliance period 
must not be greater than 1.5. The average income to expense ratio over the 15 year compliance period must not be 
greater than 1.5. 

Exceptions may be made for Rural Development developments and developments that contain small amounts of 
hard debt. Developments seeking an exception must demonstrate a legitimate need. 

E. Subsidy Layering Review 
OHFA is designated to perform Subsidy Layering Reviews (SLR) on developments that propose to use new Section 
8 Project Based Voucher (PBV) Housing Assistance Payments with housing credits. See the OHFA SLR Guidelines 
for details. 
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IV. Credit Calculation (Tax Credit Developments Only)
The amount of the Housing Credits and OHFA Gap Financing reserved will not increase after the proposal 
underwriting for 9% Housing Tax Credit applications.  

A. Tax Credit Percentage  
The tax credit percentage will be determined according to IRC Section 42. The rate valid at application must be 
used to determine the credit request.  The rate may then be locked the month the Binding Reservation Agreement is 
issued for competitive 9% credits or the month bonds are issued for tax-exempt bond developments.

Applicants may also choose to not lock in the rate until the development is placed in service during the request for 
8609.

B. Eligible Basis  
OHFA will review the eligible basis indicated in the application.  All non-eligible costs will be deducted from eligible 
basis. OHFA may require a legal opinion from a qualified Tax Credit attorney, at the applicant’s expense, for any 
items that are not clearly eligible under Section 42 of the IRC and applicable IRS guidance as determined by OHFA.

C. Acquisition Basis  
OHFA will review the acquisition basis indicated in the application.  Acquisition basis must conform to Section 42 
of the IRC and applicable IRS guidance as determined by OHFA. The acquisition eligible basis cannot exceed the 
value of the property at or before the date of acquisition (the date of acquisition equals the date the deed or lease is 
recorded) as determined by the As-Is appraisal of the property that complies with the Appraisal Requirements in this 
guide.

The acquisition basis cannot exceed the value of the building(s), excluding the value of the land, as indicated in the 
appraisal. 

V. Development Changes
All major changes to a development require OHFA approval and will be reviewed by OHFA on a case-by-case basis. 

OHFA reserves the right to reduce or revoke a reservation of Housing Tax Credits if changes are made without prior 
approval, or if applicants fail to complete a development as approved.  A new application, processing fee, public 
notification letters and competitive review may be required. 

Failure to inform OHFA of any major changes in the applicant’s situation or development structure at any time may 
cause the application to be rejected or the Housing Tax Credit reservation to be revoked.
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VI. Cost Index
9% Housing Tax Credit proposal applications will be evaluated for development costs.  Any proposal or final 
application that contains costs exceeding the cost index will be required to submit further information detailing the 
higher cost.  All proposal and final application costs will be weighted based on unit mix. 

Development Type - 
Geographic Poll

Cost Per Unit Cost Per Bedroom
Cost Per Gross Residential 

Square Foot

 New Units Urban $190,000 $110,000 $155

 New Units Suburban $180,000 $105,000 $145

 New Units Rural $185,000 $115,000 $160

Existing Units Urban $125,000 $95,000 $150

Existing Units Suburban $130,000 $80,000 $140

Existing Units Rural $135,000 $85,000 $145

Cost per bedroom limits apply only to units with two (2) or more bedrooms.

Adjustments (percent increase applied to all limits):

Single Family Home 20%

Elevator 10%

MHA Development 5%

Historic 20%

Federal or State Prevailing Wage Rate 5%

Development in Toledo or Cleveland 5%

High-Income Census Tract 5%

Note: To calculate total adjustment, add applicable factors.   For example, the total adjustment for a historic building 
with an elevator is 30%.
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VII. Appraisal Requirements
OHFA requires as-is appraisals for its funding recipients. An as-is appraisal must meet the requirements outlined 
in this guideline in order to be accepted by OHFA. The OHFA appraisal requirements are applicable to all OHFA 
multifamily programs including the Housing Tax Credit Program, Housing Development Assistance Program, and 
Housing Development Loan Program. The intent is for OHFA to develop a consistent approach to measuring and 
evaluating the as-is value of unimproved, vacant land and existing properties in order to efficiently allocate OHFA 
resources. 

An acceptable as-is appraisal is either a Summary Appraisal Report or a Self-Contained Appraisal Report (the 
“Report”) that meets the most current editions of The Appraisal Foundation’s USPAP (Uniform Standards of 
Professional Appraisal Practice) and must be completed by a Certified General Real Estate Appraiser (licensed in 
the State of Ohio). OHFA must be listed as an intended user. The licensed appraiser is required to conduct a site 
inspection for the subject property. The final report will be submitted to OHFA electronically, in PDF format. 

A. As-Is Value Definitions
OHFA requires the appraiser to provide the as-is value as defined below in (a), (b), and (c). When a value is 
determined by the appraiser for existing properties, the appraiser is requested to reflect a total value that can be 
broken down into a value of the improvements and a value for the land. 

All appraisals submitted to OHFA shall at a minimum include the following values, as applicable: 

a. As-is Market Value with restricted rents for existing properties; 

b. As-is Market Value with market rents for existing properties; and 

c. As-is land value (unimproved, vacant land value).

OHFA requires the Income Approach for existing properties, and the Sales Comparison Approach for unimproved, 
vacant land. 

Favorable financing terms and Housing Tax Credits must not be considered in determining either a cap rate or an 
as-is value.

The identification of comparable properties in some markets may be difficult. OHFA encourages the appraiser to 
identify property that has physical and locational (nearest location) characteristics similar to those of the subject 
property. Using sales of comparable vacant land or existing developments from other regions of Ohio is discouraged 
without a detailed explanation and rationale from the appraiser to support this methodology and approach.

OHFA reserves the right to limit the amount of OHFA resources allocated to a development predicated on the 
appraised as-is value.

B. Updates
OHFA may require the appraiser to update its existing appraisal to match these guidelines or may order an additional 
appraisal. The cost of the additional appraisal will be paid for by the applicant.

OHFA will accept appraisals, including those from Rural Development and HUD, dated no later than 12 months 
prior to the funding application deadline. For appraisals dated more than 12 months prior to the funding application 
deadline, the appraiser may provide an updated letter if there are no material changes to the development, market, 
and the update meets USPAP and other appraisal industry rules or guidelines.

C. Ownership of Appraisal
Any appraisal submitted to OHFA in connection with an application will become property of OHFA and may be relied 
upon for the purposes of determining as-is value and feasibility of the proposed development, regardless of any 
unresolved concerns between the Applicant and appraisal’s provider.
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D. Special Conditions
The following special conditions are recognized to be outside of appraisal standards but will be incorporated into the 
allocation process:

1. Excess Land Acquisition 

Where more land is being acquired than proposed, and the remaining acreage is not being utilized as 
permanent green space per deed restrictions or covenants, the as-is value will be prorated. Excess land 
should not attribute value to the proposed property. A development that has excess land must show a 
separate value for the excess land and it cannot be purchased as part of the primary development cost.

2. Incorporation of HUD and/or RD Standards 

OHFA will accept appraisals from HUD and RD that include multiple valuation methodologies, so long as 
the primary valuation required by OHFA is clearly noted within the appraisal.
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