DEVELOPMENT (HOUSING) FINANCE ANALYSIS – UPP 533

Fall 2010

Tuesdays, 12:00 - 2:50pm.

Yittayih Zelalem

Office Hours: Thursdays 1:00 to 3:00pm

Office: 400 South Peoria, Suite # 2100

Telephone: 312 996-6674

Fax: 312 996-5766

Email: yittazel@uic.edu
This course will acquaint students with key principles of real estate development, including those related with affordable housing.  Following an overview of the housing landscape and introduction of important financing concepts and tools, students will learn how to read, use and develop operating and development budgets.  The course will then examine different sources of financing – debt, equity, and gap.  Through readings, discussion, case studies and projects, students will familiarize themselves with the development finance landscape and learn how to make informed judgments about issues that will make or break real estate projects.
Requirements:

Weekly readings and Class participation – Students are required to complete the required readings prior to each class.  Informed discussion of the material is an important component of this class.  

Take-home assignments – These short assignments will help students to hone their research, technical and analytical skills and will be collected at the beginning of the class period in which they are due.

One in-class mid-term exam is also required for this course.

Final project – Students will be divided into small teams to work on development concepts.  Each team will conduct a comprehensive analysis and develop a project development and financing plan and present its final report to the class at the end of the semester.  In addition, each individual team member is responsible for a project write up.

Grading:


Take-home assignment (1)
10%


Take-home assignment (2)
15%

  
Mid-term


25%


Final project


40% (25% team/15% individual)


Class participation

10%

Attendance will be taken; anyone unable to attend is expected to inform the instructor beforehand. The participation grade is based on class attendance and informed participation in class discussions.  Final letter grades will be assigned according to a standard ten-point scale (A = 90 to 100; B = 80 to 89, etc.)

Additional requirements:

Students should immediately buy a Hewlett Packard 12-C (HP12-C) financial calculator, read the owners handbook, and in general familiarize themselves with its operation.  The calculator should be available in consumer electronic stores.  

Students are also expected to be proficient Excel users; those without significant Excel experience are strongly advised to register for a free workshop through ACCC as soon as possible.
Class Schedule and Readings 

August 24 (week 1): 
Introduction to the course 




The housing landscape: History, conditions, trends


Readings:
Cushing Dolbeare, “Changing Priorities: The Federal Budget and Housing Assistance”, 2004, National Low Income Housing Coalition.
Nathalie P. Voorhees Center for Neighborhood and Community Improvement (UIC), “Affordable Housing Conditions and Outlook in Chicago: An Early Warning for Intervention”, 2006.
August 31 (week 2):  Developers: Organizational preparedness/foundations for 

successful real estate development; development process; development team. 

Readings:

Miles, Mike E., Haney, Richard L., and Gayle Berens. 1995. Real Estate Development: Principles and Practice. Washington, DC: Urban Land Institute. Chapter 2, "Developers and their partners", pp. 15-30.
Community Development Research Center. 1996. Glossary of development terms. In Bank-Ability: A Practical Guide to Real Estate Financing for Nonprofit Developers. New York, NY: Robert J. Milano Graduate School of Management and Urban Policy, New School for Social Research.
September 7 (week 3):  Project feasibility; market analysis; proforma overview
 


Readings:
HP-12C, Owner’s Handbook.

Lefenfeld, Bob. 2001. Market analysis basics: Elements of a good study. Multifamily Trends (Summer): 21-23, 50-51.


Brueggeman, William. 2002. Single-family housing: Demographics, "bubbles", and changing demand. Real Estate Finance 19 (2): 5-12.
Miller, William, Jaeger, John, Lissner, Gail, and Eugene Stunard. 2000. Chicago’s Residential Resurgence. Urban Land (September): 1-8.

Appraisal Research Counselors. 2009. Office Market Analysis – City of Chicago.
Hecht, Bennett. 2006.  Developing Affordable Housing. New York, NY: John Wiley. Chapter 4, "Project feasibility and total development costs", pp. 35-68.
September 14 (week 4):  Debt financing


Readings:
HP-12C, Owner’s Handbook, particularly PP. 32-75

Bruegmann, William, Fisher, Jeffrey and Stone. 1988. Real Estate Finance. New York, NY:  McGraw Hill. Chapter 14, "Valuation of income properties", pp. 397-410.
Miles, Mike E., Haney, Richard L., and Gayle Berens. 1995. Real Estate Development: Principles and Practice. Washington, DC: Urban Land Institute. Chapter 4, "Real estate and the financial markets", pp. 53-64. 

Hecht, Bennett. 2006.  Developing Affordable Housing. New York, NY: John Wiley.   Chapter 5, "Determining Projected Income and Expenses", pp. 69-84.

Hecht, Bennett.( 2006. Developing Affordable Housing. New York, NY: John Wiley. Chapter 6, “Raising Capital to Meet Total Development Costs", pp. 87-107.
Hecht, Bennett. 2006.  Developing Affordable Housing. New York, NY: John Wiley. Chapter 7, "Sources of Capital: Loans", pp. 107-166.
September 21 (week 5):  Debt financing contd.


Readings:
Hecht, Bennett. 2006. Developing Affordable Housing. New York, NY: John Wiley. Chapter 11, "Enhancing the Feasibility of an Affordable Housing Project", pp. 317-360.
Miles, Mike E., Haney, Richard L., and Gayle Berens. 1995. Real Estate Development: Principles and Practice. Washington, DC: Urban Land Institute. Chapter 6, "The Successful Loan Application", pp. 83-100.
Carr, James H. 1999. Community, capital and markets: A new paradigm for community reinvestment. NeighborWorks Journal (Summer): 20-23.

Beitel, Karl. 2008. The subprime debacle. Monthly Review 60 (1): 27-44.
September 28 (week 6):  Discounted cash flow analysis 


Readings:
Miles, Mike E., Haney, Richard L., and Gayle Berens. 1995. Real Estate Development: Principles and Practice. Washington, DC: Urban Land Institute. Chapter 5, "Discounted Cash Flow Analysis", pp. 65-76.


 HP-12C, Owner’s Handbook, pp. 124-135.
October 5 (week 7):
  Mid-term exam




  Assignment # 1 due at beginning of class


October 12 (week 8):  Equity financing – The Low Income Housing Tax Credit Program 

(LIHTC)


Readings:
Enterprise Foundation. 1997. Low-Income Housing Tax Credits: An Introduction and Financial Underwriting of LIHTC Projects. Columbia, MD. 

Hecht, Bennett. 2006.  Developing Affordable Housing. New York, NY: John Wiley. Chapter 9, "Sources of Capital: Equity", pp. 245-265.

October 19 (week 9):  LIHTC contd.
 


Readings.

McClure Kirk. 2000. The Low Income Housing Tax Credit as an aid to housing finance: How well has it worked? Housing Policy Debate 11 (1): 91-114.
October 26 (week 10):  Gap financing – federal (HOME, CDBG, NSP, FHLB, etc.)

Readings:
Hecht, Bennett. 2006.  Developing Affordable Housing. New York, NY: John Wiley. Chapter 8, "Sources of Capital: Grants", pp. 225-244. 
November 2 (week 11):  Gap financing - state (Illinois Affordable Housing Trust Fund, 

Donations Tax Credits, etc.); local (multi-family program, TIF, etc.) 
Readings:

Weber, Rachel. 2004. Tax Increment Financing in Theory and Practice. In Financing Economic Development for the 21st Century, Sammis White, Richard Bingham and Edward Hill, eds. Armonk, NY: M.E. Sharpe, Inc.

November 9 (Week 12):  Strategies to reduce housing expenses and operating costs 

November 16 (week 13):  Interrelationship between sources - final proforma building
November 23 (week 14):   Assignment # 2 due




        Group working session

November 30 (week 15):  Group project presentations

Final group projects and individual write ups due December 6 by noon.
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