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MEMORANDUM:
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FROM:


HOME Investment Partnership Program
SUBJECT:


Introduction of a New Spreadsheet Tool for use in the Calculation 




of HOME Match
The following spreadsheet was developed by the HOME Investment Partnership Program to work in conjunction with CPD 97-03 as a tool to calculate the value of Match from loan proceeds that will not be repaid to the local HOME account.  Please refer to the HOME Contract Management Manual for more information and other sources of Match. 
The Match Spreadsheets are protected with the exception of the yellow hi-lighted areas where you may enter the variables for each formula.  The Match contribution in the nine accompanying Match Spreadsheets will be calculated for you in the last column of each Spreadsheet (PJs Match contribution, Present discounted value of yield foregone, Net Present Value Cumulative PV of taxes foregone and Match for waived Property Taxes).  
The grant equivalent (Present discounted value of the yield foregone by the lender) of below-market interest rate (BMIR) loans from nonfederal funds for HOME-assisted or HOME Match-eligible projects may be counted as Match.  The timing of Match credit for the grant equivalent of a BMIR loan is credited at the time of the loan closing.  The BMIR Match Spreadsheets will standardize the calculations used for both borrowed and non-borrowed funds. 
BMIR BORROWED FUNDS – The contribution is the present discounted value of the difference between payments to be made on the borrowed funds and the payments to be received on the loan to the project (other than housing bond proceeds).  Please consult Appendix C, Example 1 of CPD Notice 97-03 and see the spreadsheet tab for BMIR for Borrowed Funds.

BMIR NON-BORROWED FUNDS – The contribution is the difference between payments received on the below-market interest rate loan and the payments that would have been received had the loan been made at the market interest rate; the present discounted cash value of the yield foregone. Please consult Appendix C, Examples 2 through 6 of CPD Notice 97-03 and see the spreadsheet tab for BMIR: Monthly, Principal Only, Annually and Deferred Payment and Deferred Principal Only.  The most commonly used spreadsheet for CalHome loans and RDA loans is the Deferred Payment BMIR principal and interest due at term (Example 5) but this is dependent on the terms of your loan.
All of the Non-borrowed BMIR loans above must use as a measure of market rate yields an Additional interest rate (%) calculation in determining the yield foregone:
· Single Family (1-4 unit) housing financed with a fixed rate loan: 10-year Treasury note plus 200 basis points (2) in the spreadsheet;
· Single Family (1-4 unit) housing financed with an adjustable rate loan: 1-year Treasury bill plus 250 basis points (2.5) in the spreadsheet;

· All Multifamily (5 + units): 10-year Treasury note plus 300 basis points (3) in the spreadsheet; or
· Housing receiving financing for rehabilitation, a rate equal to the 10-Year Treasury note rate plus 400 basis points (4) in the spreadsheet.

Note: The Treasury bill and note rates may be accessed via the Federal Reserve's web page at www.federalreserve.gov/releases/h15/current.  
FOREGONE FEES, TAXES AND CHARGES – This value may only be counted as Match for HOME-assisted projects.  Such charges are not an eligible form of Match for affordable housing that is not HOME-assisted.  The value of taxes, fees or charges that are forgiven for future years is the present discounted cash value of the amount forgiven, based on a rate equal to a rate for the U.S. Treasury security with a maturity closest to the number of years for which the taxes, fees, or charges are waived or foregone.  See the spreadsheet tab for Foregone Fees, Taxes, Charges.

STATE LOW-INCOME HOUSING TAX CREDITS – To arrive at the value of LIHTC use the preliminary reservation letter (face amount) times the number of years for the LIHTC.  The value is discounted to the net present value using the Treasury bill rate for the number of years the credit is taken; depending on the total number of the project’s units opposed to the number of HOME-assisted & HOME Match Eligible units will be the percentage of discounted Match taken.  See the spreadsheet tab for State Low-income Housing Tax Cr.
PRESENT VALUE OF ANNUAL TAXES – The amount of taxes foregone varies each year, rather than as a single calculation and is adjusted by a 5% vacancy rate.  (In year one, the present value is the full face value of the taxes foregone). In each calculation, the taxes foregone are designated as future value (rather than as the payment amount); the interest rate is the current Treasury bill rate at the period corresponding to the year of the tax forgiveness for both HOME-assisted & HOME Match Eligible units.  See the spreadsheet tab for Present Value of Annual Taxes 

If you have questions concerning the spreadsheet and which loan terms apply please call your local HOME Representative.
