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Quinn Residences  
1040 Quinn Drive, Waunakee, WI 

 

Section 1 – Quinn Residences Development Overview  
 

1040 Quinn Drive is an 11-acre parcel located in central Waunakee, Wisconsin. This parcel of rural 
farmland is surrounded heavily by local business and industrial offices, manufacturing warehouses, other vacant 
plots of land, and various development projects. Despite its heavy presence among local Waunakee businesses, 
the parcel is currently zoned for agricultural use but is slated for mixed use in the village’s future land-use plan 
and has single family residences within 1 mile of its location. The Village of Waunakee’s Comprehensive Plan 
explicitly states that “Housing in Waunakee…is expensive...workers in local businesses and in the public sector 
are unable to find affordable housing in the community. There is a need for more affordable housing that is 
compatible with the incomes of employees in Waunakee.”i With an assisted living facility already adjacent to 
this parcel and another multistory facility being built down the road, as well as two day-care facilities within 
walking distance of the site, our goal with our proposed development Quinn Residences at 1040 Quinn Drive is 
simple: bring more affordable housing to low income families in a Village that is expected to grow by 45% by 
the year 2040.ii 

The population demographic we intend to pursue for this development is low-income, working class 
families that are heavily dependent on jobs within the surrounding Waunakee Business Park and manufacturing 
businesses. There is a significant number of new businesses within a 1-mile radius of the parcel which will help 
draw new residents to the immediate area; a 10-minute driving tour throughout the surrounding business park 
will show at least four large “now hiring” banners at four different company office and manufacturing buildings. 
According to Waunakee’s comprehensive plan, the village has a strong economic base with its business and 
office parks, and has preserved a large area for business, office, and industrial expansion that is conveniently 
located.iii This is strong evidence of future job-growth in the village and demonstrates why this is an opportune 
moment to bring more families to this part of Waunakee. Necessary amenities for this development to be 
feasible will include a ride sharing service, on-site laundry, common area spaces, playground, and additional 
onsite day-care services. With strong schools and a “small town” atmosphere where locals can be highly 
involved in community decision making, it is evident that this is an excellent town and parcel of land to develop 
low-income housing units on.    

Unfortunately, the parcel we intend to develop is not located within a TID district, and therefore the 
project would not be TIF eligible. The parcel, however, straddles two TID’s located in Waunakee. This 
proximity to the adjacent TID’s give us confidence that the site could potentially be annexed into one of the 
adjacent TID districts, should the village approve. However, given that this is a large assumption, our analysis 
will not include TIF financing.  

Our intentions in the development of 1040 Quinn Drive include the following: 
• 50 Residential Rental Units – All units 2-bedroom units 
• Of the 50 units, 20 will be 30% CMI, 20 will be 60% CMI, and 10 will be market  
• Average of 1,000 Square Ft/Unit 
• 1.5 Parking Stalls/Unit 
• One Building, 3 Stories 
• Approximately 40% use of Parcel at this time – Opportunity for future development as rest 

of surrounding neighborhood area takes form, or sell at a later date 



   
 

   
 

Below is a brief financial snap shot for Quinn Residences, which will be expanded on further in the 
following report:   

• Land Cost: $1.79/sf 
• Total Capital Budget: $10.47M 
• Loans: $3.55M 
• Equity: $0.93M 
• Tax Credits: $6.03M 
• Target Market Rate Rents: $1,445/month 
• Target Affordable (60% CMI) Rents: $1,150/month 
• Targeted Affordable (30% CMI) Rents: $575/month 
 

Section 2 – Urban Economics 
 

The site is approximately located at north-east side above and adjacent to 1040 Quinn Drive in the 
center area of the village of Waunakee. The site is 11.9 acres and currently classified to be G4 agriculture and 
G5 undeveloped. The surrounding sites are mostly G2 commercial or G4 agriculture. Some of them are 
classified as G3 manufacturing. The site is close to TID #3 amended area in the village of Waunakee. TID #3 
is mostly created as an Industrial District within Waunakee Business Park.   

The population around the site is forecasted to be 15,071 within three miles, and 32,989 within five 
miles in 2010. The population within three miles is forecasted to be 16,527 within three miles, with 1.4% CAGR. 
The demographics for population within three miles are 88% family population, 92% urban population, 4% 
population in poverty. Most of the population aged 35 to 54 years, which stands for 33%. The average 
household size is 2.65.   

The site is close to Waunakee Business Park, the distance from the site to the corporations located in 
the Park is about half a mile to one mile. Waunakee Business Park is a 160-acre business park development that 
hosts large and small business operations. And there are job openings in the Park now.  

There is almost no public transportation within half a mile of the site. But the public transportation 
stop/infrastructure is now under construction near the site. 48% of the employees takes 15-29 minutes travel 
to work and 26% takes less than 15 minutes travel to work. Most residents drive alone in a private car to get to 
work. Also, many will choose to carpool with coworkers, friends, or neighbors to get to work. If tenants choose 
to work in Waunakee Business Park, they can simply get to work by walking sometimes.  

There are grocery stores in downtown area, two miles from the site. The neighborhood around the site 
are mostly commercial/manufacturing, such as senior living, dental and clinic for service, while brewery and 
machining for manufacturing. The site is within one mile to Arboretum Elementary school, within two miles 
to Waunakee community middle school and Waunakee high school. Almost all available amenities/common 
destinations are within 2.5 miles from the site. For the crime consideration, the area around the site is ranked 
as 5-8, with 10 is the safest.  

The positive externalities for the site are good access to work, good opportunity to build a new 
community, and less neighborhood engaged. It is convenient for potential tenants to get jobs nearby, so they 
do not need to commute a lot from home to work. Less neighborhood engaged will accelerate the development 
process. The negative externalities are short of public transportation, close to industrial area especially the 
north-east part of the site, and no road paved for the site. The public transportation infrastructure is under 
construction now and will deliver to use in near future. Developer will incorporate the function to minimize 



   
 

   
 

any effects from manufacturing sites into design and page the public road to the site with support from local 
government. 

There are couple of lots nearby advertised for sale. One of the lots, about 14.13 acres, locates at the 
north of the site within 600 feet is priced at $1.79/sq. ft. Other two lots, about 0.81 to 0.91 acre, locate at the 
south-west of the site within 650 feet are priced at $2.95/sq.ft.Ⅴ. Most part of our site is closer to the lot priced 
$1.79, and our site is similar in size as that lot as well. As for the lots priced at $2.95, which incorporated the 
premium of small size and better linkage. So, we will mostly reference on $1.79/sq. ft. for our land price.   

The average rental price in Waunakee Village Center is currently $1,161 and the current vacancy rate 
is 3.5%Ⅵ. The rent for market rate unit will be higher than $1,161, as 60% CMI in Dane county is $1,150. The 
vacancy rate for the site will be lower than 3.5%, because affordable housing’s occupancy will be higher than 
normal apartment in general. The site is not located in TID #3 and will probably not able to be annexed into 
TID #3, because that TID is an industrial district. In terms of LIHTC program, the site is going to get 129 
points by developing affordable housing in that area. Based on the site’s demographics, building plan, potential 
design, and financial resources. Points will be awarded in the category of Lower-Income Area, Energy 
Efficiency and Sustainability, Mixed-Income Incentive, Serves Lowest-Income Residents, Financial 
Participation, Development Team, Credit Usage, and Opportunity Zones.  

 
 

Section 3 – Loan Considerations  
 

We looked at various loan products to finance our projects. Loan products commonly used by the real 
estate developers include predevelopment loans, acquisition loans, construction loans, immediate loan products 
and unfunded forward commitment loans. Common uses of each loan product are as follows: 

• Predevelopment Loans: These are available for standard costs incurred with 3rd party vendors such as 
market studies, architectural plans, legal costs etc. and is usually provided by lenders which will be 
making a larger permanent loan for the project.   



   
 

   
 

• Acquisition Loans: These are available to acquire land mainly from creditors that intend to provide a 
permanent debt for the project. Tenor of these loans is approximately 2 years. 

• Construction Loans: Used to arrange financing during the construction phase of the project. Term of 
these loans is usually 18-24 months but for large projects is 30-36 months.  

• Immediate Loans: Available to properties that are currently operating and not for construction 
projects. Tenor of 15 – 18 years is most common. 

• Unfunded Forward Commitment: These are used for projects that have a separate construction loan 
component and are permanent loans used to repay construction loans. Tenor of these loans when fully 
funded is approximately 25 years. 

For our project, we intend to use a combination of a predevelopment loan, construction loan and 
unfunded forward commitment to finance debt portion of the project. We assume a loan rate of 5%. 
Arrangement with the same financier for all three loans would be preferred for easier rollover of one facility 
into the other at the end of the construction phase. Potential lenders that have provided loans to affordable 
housing and that we can approach include Bank of America Merrill Lynch, Citi Bank and Wells Fargo. 

 

Section 4 – Tax Credits, City & County Grants, & TIF Considerations  
 

Low Income Housing Tax Credits– 9%  

The project aims to house 20 Extremely Low Income Tenants (30% of AMI)iv at 40% of the total units 
provided in excess of WHEDA’s minimum requirementv. Additionally, the project will provide 20 units to Low 
Income Tenants (60% of AMI)vi also at 40% of the total units. In total, the project will provide 40 affordable 
units at 80% of the total provided units, and 10 market rate units creating a true mixed income atmosphere 
without sacrificing aesthetic or construction quality.  

Given our subject site's high amenity value through its proximity to employment, schools, after school 
care, and target demographic of 80% affordable units, we are confident that the site will qualify for the 9% 
LIHTC.  Additionally, we have added confidence that we will receive LIHTC's for the project because we are 
requesting only 68% of the credits we qualify for.  

 

 TIF 

Currently, the project straddles two TID’s, namely TID 2 & 3 of Waunakee. The close proximity to 
the adjacent TIDs give confidence that the site can be annexed into one of the adjacent TID districts, especially 
given the Village of Waunakee’s commitment to affordable housing and the support at the County level.  
Additionally, the close proximity to the adjacent TID districts ensure that the subject site will provide future 

Type # of Units % of Total 
30% CMI 20 40%
60% CMI 20 40%
Market 10 20%
Total 50
Affordable 40 80%
Market 10 20%



   
 

   
 

work opportunities for residents locally. However, because the subject site is not within an existing TID, our 
analysis will ignore the potential impact of TIF on the site.  

If our site were to be annexed into one of the adjacent TIDs, or if a new TID were created for the 
project, then our financing could support more extremely low-income renters at or below the 30% of AMI 
mark.   

City Grants 

The predominant form of city provided funding in Waunakee is through TIF. As such, the City of 
Waunakee does not offer city sponsored grants for affordable housing.  As a result, our analysis focuses solely 
on LIHTC and the possibility of TIF funding.   

 

Section 5—Affordable Housing Development Considerations 
  

In terms of physical site development and subsequent management, we must take into consideration 
all factors and risks associated with the overall process and utilize a plan to mitigate such risks. Fortunately, this 
parcel of land is vacant, and we are not rehabbing or expending additional costs to demolish an existing 
property. The vacant land (refer to attached pictures in Section 7) has been kept in good condition by the 
Village; Quinn drive has already been constructed through the site with utility and drainage infrastructure, 
curbing, and paving meaning not much street or entrance infrastructure will need to be constructed; and the 
site pad appears to be graded and ready for excavation. There is always a risk of running into unfavorable soil 
conditions; however, this land has primarily been used for agricultural purposes, so we assume there will be no 
ledge rock or foul soils and we intend to dig test pits to confirm. Once construction is complete, we assume a 
high demand for low income rental tenants, as well as market rent tenants given the growth of the local 
economy. There is always a vacancy risk and demand factor, however given the presence of low-income units 
in a village that lacks significant low-income housing options, it is safe to assume occupancy will be strong.  

As with most work force housing and affordable housing projects, we anticipate the potential for delays 
arising from NIMBY (“not in my back yard”) existing locals. In the immediate vicinity, there is a brewery, 
hockey rink, assisted living facility, daycare, Skate Park, and other residential neighborhoods within 1 mile of 
the construction sites. Although there may be pressure from locals in regards to close proximity construction 
and low-income housing, it seems construction has been progressing on many other developments bordering 
the daycare and assisted living facility south of this site and adjacent to the residential neighborhoods. 
Regardless, in order to remedy these concerns, we are very open to meeting with community representatives to 
discuss potential additional future uses (i.e. community center, green space, park, etc.) for parts of the un-
developed parcel. Despite the evident growth going on around the immediate site, and access to existing 
services, current costs have remained low in the area which is a good sign for our potential tenants. One 
drawback to the Village of Waunakee is that there is no public transportation in place, which may be problematic 
when it comes to low-income housing developments. However, the town has built stalls and underground 
infrastructure around this site for future bus stops, and we would be willing to help champion the cause with 
the village to establish a bus route. Our management team intends to develop a ridesharing program for tenants 
that will assist those who do not have access to a vehicle. Our leasing and property management team will work 
closely with new and prospective tenants to ensure an easy transition into the new neighborhood, and we will 
have a maintenance staff on call for all tenant needs. The existing established services in the area, as well as our 
proposed new services, will aide us in the overall WHEDA scoring and approval. 



   
 

   
 

We also recognize the risks associated with assembling a low-income housing tax-credit based 
development and must work diligently to prevent concerns from delaying our intended project schedule and 
goal. Some of these recognizable risks include a 50% approval rate for a LIHTC application and in simple 
terms, an undesirably long development time-frame windowvii. To mitigate these risks, we will take every 
preventative measure to ensure a timely closing and efficient negotiations with out lenders and capital partners.  

 

Section 6 – Spatial Feasibility Analysis  
 

Our vision and mandate for this site is to provide affordable housing without sacrificing quality of 
construction, aesthetics of design, or living experience. Additionally, our goal is to locate our project in an 
amenity rich environment that can help low income and extreme low-income individuals and families contribute 
to the local economy by being in close proximity to basic employment.  

Quinn Residences will feature 50 two-bedroom apartments of 1,000 sf each and 1.5 parking stalls per 
unit. Of the total 75 parking stalls, 66 stalls will be underground and 9 stalls on surface. With an efficiency rate 
of 20% and 300 sf per parking stall, the building's gross constructed space is 80,000 sf and the project's total 
footprint on land is 22,700 sf.   

Putting together our pro-forma, we made some critical assumptions: $1.79 psf cost of land based1, no 
substantial site work required to make it ready for development, a 2% vacancy rate2, construction hard cost for 
leased area at $130 psf and for common area at $95 psf, cost of underground parking at $15,000 per stall and 
of surface parking $1,350 per stall, and appliances/furniture/equipment at $5,000 per unit. Soft cost is estimated 
at 10% of the total hard cost and the developer will charge a 15% fee.   

The total capital budget for the project is $10.47M. Assuming, zero TIF, this will be financed through 
$6.03M in form of tax credits, $0.93M in form of equity and $3.55M in form of commercial loans. The project 
relies heavily on tax credits; in case of inability to secure tax credits, all units will have to be rented at the market 
rate. However, we expect to secure tax credits as 80% of the units are affordable housing and only require 68% 
tax credit to make the project feasible. Tax credits have been assumed to sell for 85 cents to a dollar, reducing 
the total share of tax credits to 58% in the capital budget. 

We have assumed that we do not require a separate construction loan for the project and a mortgage 
loan would be accessible for the project with a tenor of 25 years, interest rate of 5% and origination fee of 
1.25%. Equity financing for the project is priced at 8% required rate of return and will likely be provided by 
the developer. 

The property falls just outside the TIF earmarked vicinity and hence does not qualify for TIF financing; 
moving the project site to an adjacent piece of land would further improve the financial prospects of the project. 
The total potential TIF for the project at 100% increment is $0.47M, in which case, the equity requirement for 
the project would reduce to $0.46M, which would reduce the burden on developer to arrange equity financing. 

Total rent required to make the project financially feasible is $0.59M per annum which translates into 
monthly rent of $979 per unit. The market rent for each unit is estimated at $1,445 / month; 10 apartments 
will be rented at this rate. The 20 affordable housing units at 60% CMI will be rented at $1,150 / month whereas 

                                                
1 based on other properties in the area found on Loopnet.com 
2 Lower than the area's vacancy rate of 3.5% due to pent up demand for affordable housing 



   
 

   
 

the other 20 affordable housing units at 30% CMI will be rented at $575 / month. With this breakup, the 
project would still be able to generate total annual rent income of $0.59M. 

 

 

 

Section 7—Report Visuals  
 

Map of Site Area: 

 

The subject Development site is in the immediate vicinity of two adjacent TIF districts aimed at 
providing local employment. This is particularly advantageous because of the close proximity to 
local jobs for our potential tenants.  

 



   
 

   
 

Site Photos: 

 

Looking at the subject parcel, there are substantial development opportunies in the 
immediate vicinity that have the potential for continued employment opportunites.  



   
 

   
 

 



   
 

   
 

 

The subject site’s topography will provide for little earth and ground work pre-construction. 
The photos above are of the actual site in its current condition.  Located at in the adjacent to a local 
brewery and ice ring, the site will provide recreational opportunities for future residents.  

Conceptual Design for Quinn Residences: 

 

 

 



   
 

   
 

 The concept schematic for the physical building will provide balconies, and modern upscale 
finishes to be undistinguishable from pure market rate units. 

Photos of Surrounding Neighborhood:

 



   
 

   
 

 The Waunakee Business park’s close proximity to the subject site will provide jobs and 
mitigate the necessity of public transportation given the close walkability of the sites.  

 

How to Obtain Housing Assistance in Dane County: 

 

 

 

 

Waunakee/Quinn Residences Demographics of Target Populationviii 

 



   
 

   
 

The racial background is predominately white.  

 

The median income by age is represented above. Our target is for young families, 
represented by the orange segment above.  

 

Our focus target demographic is married-couple families, male householder-no wife, and 
female householder – no husband – emphasizing our commitment to provide workforce housing.  
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Urban-Rural Affordable Housing For Low-Income Families 
Arboretum Drive and Highway 113, Waunakee, WI 

 

 
Section 1 - Introduction 

As northern Dane County undergoes a transition from rural farmland to more 
urban/suburban uses, there are issues of low-income families in the greater Dane County area 
being priced out. The nature of employment in the region is moving from light industrial to more 
service-oriented jobs. At the same time, the low-income workforce cannot afford to live in 
increasingly pricey areas like Madison or traditional bedroom communities like Waunakee. 
There is a great need for affordable housing that unlocks access to good jobs in Madison, and 
perhaps more importantly, in northern Dane County and beyond. 

Our project targets low-income working families with at least one child, who earn 50% or 
below of Area Median Income (AMI). Our site location is in one of the best school districts in the 
state, which, along with a growing population and burgeoning economy in Waunakee, makes it 
a desirable location for families. With this target population in mind, our project includes 2- and 
3-bedroom, duplex-style units, with direct access and private garage parking. This will provide 
for a more dignified suburban feel that mimics the adjacent neighborhood and eases families 
into the responsibilities of home ownership.  The development aims for a close-knit atmosphere, 
with ample green space, a community garden and playground, and community center with a 
gathering space, fitness room, business center, and management office. These amenities are 
desired by the working families who will make up the majority of our tenant base, as they desire 
larger units, quiet neighborhoods, and green space for children to play. 

The unit mix for our project is shown below: 

Summary	of	Unit	Mix	and	Set-Asides	 		 		 		
Unit	Type	 SF	 Type	 Units	 Rent*	 Monthly	 		

2BR/2BA	 1000	
50%	AMI	 20	 	$										820		 	$						16,400		 		
Market	 5	 	$							1,250		 	$								6,250		 		

3	BR/3	BA	 1150	
50%	AMI	 20	 	$										937		 	$						18,740		 		
Market	 5	 	$							1,500		 	$								7,500		 		

		 	     		
		 	  50	 	 	$						48,890		 Monthly	PGI	
		 	  Total	Units	 	 	$				586,680		 Annual	PGI	
		 		 		 		 		 	$		557,346		 Annual	EGI	
	     *excludes	utilities	

In order to make this project feasible financially, we anticipate receiving funding in the 
form of LIHTCs, HOME Funds, AHP financing, Dane County's affordable housing subsidy, 
Impact Fee Waivers from the Village of Waunakee, and donated land from the current owner. 



Due to our location, and our lack of on-site services, we may have trouble competing for funding 
sources, each of which we need to make this project work. 

There is a nearby business park that is part of an existing TID, but we do not anticipate 
the extension of this TID to include our parcel to be likely. We also anticipate the remaining gap 
in funding to be filled by a permanent loan. Our sources and uses of funds follow: 

Sources	of	Funds	 	 Uses	of	Funds	
		 	 		 	 		 	 		
Credits	&	Other	 	 		 	 Site	Acquisition	 	$																			1		 0%	
Section	42	Tax	Credits	 	$							5,250,780		 44%	 	 Hard	Costs	 	$			9,592,800		 80%	
AHP	Credits	 	$										669,600		 6%	 	 Soft	Costs	 	$							959,280		 8%	
HOME	Funds	 	$										500,000		 4%	 	 Developer	fee	 	$			1,055,208		 9%	
Dane	County	 	$										350,000		 3%	 	 Reserves	 	$							358,988		 3%	
Waived	Fees	 	$										500,000		 4%	 	 		 	 		
Total:	 	$						7,270,380		 61%	 	 Total:	 	$									11,966,277		
		 	 		 	    
Senior	Loan:	 	$						4,695,897		 39%	 	    
		 	 		 	    
Grand	Total:	 	$												11,966,277		 	    

 

There is a varying selection of jobs available for both low and middle-income labors in 
the neighborhood, including recreation, restaurants and hotels, office, and manual jobs, etc.   

 
 
Section 2 - Urban Economics 
 
Site and Location Description 

The site is a 7.4 acre parcel on the northwest corner of Arboretum Drive and Highway 
113 in Waunakee, a village of 16,000 residents approximately 10 miles north of Madison. In 
2010, Waunakee’s population density of 1,896 persons per square mile was well below that of 
Madison at 3,037 persons/square mile. In the time since, however, the estimated population 
growth in Waunakee (12.5%) outpaces the average for Dane County (8.9%). This indicates both 
a higher-than-average demand to live in Waunakee as well as a higher-than-average availability 
of space, both favorable conditions for an affordable housing development. 

The parcel is located approximately 3.5 miles southeast of the Waunakee CBD (5-
minute drive) and approximately 9 miles from downtown Madison (20-minute drive). Currently, 
the site and the parcels immediately adjacent are occupied by a corn field and owned by Stone 
Corporation, which is a land trust. The surrounding neighborhood contains a number of 
business parks, as well as newer, single-family housing subdivisions with homes in the $110-
$130/sqft range. Much of the adjacent area remains farmland. While the location on major 



thoroughfares and abundant space make the location desirable for a development, there may 
be opposition to an affordable housing development from residents in the nearby subdivisions, 
who might not want additional development in their suburban-style neighborhood -- particularly 
not for low-income residents – which may make the neighborhood less desirable in their eyes. 
Similarly, per conversations with Todd Schmidt, Village of Waunakee Administrator, the land 
trust that owns the site is interested in conservation of farmland and may not be interested in 
selling the site for development of any kind. Much of the adjacent area remains farmland.  

Linkages and scoring 

The reality of our site is that it does not have strong linkages. It is located on the fringe of 
Waunakee, with limited employment and other linkages within walking distance, and virtually no 
access to public transportation. Our design for the site, which includes private garages and 
driveways for each duplex unit, acknowledges this – the target population is working families 
who use a car to commute to work in Madison and greater Dane County. This makes our tenant 
base flexible in the sense that they will be car-reliant to travel to work and amenities. However, 
our site is not in a QAP or targeted census tract for WHEDA and has poor linkages, resulting in 
a low Walk Score. Overall, our site is a hindrance to our scoring on tax credit and other 
applications. 

Located across the street from the site is Arboretum Elementary School, which received 
a report card score of 95.8/100 from the Wisconsin Department of Public Instruction for the 
2015-16 School Year. Similarly, the Waunakee Community School District as a whole received 
an 85.1/100 report card. Both these ratings are considered “Significantly Exceeds 
Expectations.” Madison Area Technical College also has a campus within a 15-minute drive. 
Access to educational options could make this location particularly desirable for low-income 
families, especially those with young children, as well as those parents who may consider going 
back to school to receive certification to advance their career opportunities. However, a 
development here could receive pushback from the school district, since it potentially represents 
a large and sudden influx of school-aged children into Arboretum Elementary School's zone. 

For nearby employment, there are a number of small businesses and potential 
employers within 1.2 miles of the site, making this location potentially feasible for those who do 
not wish to commute into Madison for work:  

● Recreation: The Ice Pond at Waunakee (indoor ice rink), Trinity Academy of Irish Dance, 
Little Strokes Swim Academy (indoor pool), Arboretum Music School of Waunakee, Kehl 
School of Dance 

● Restaurants: Blowin’ Smoke BBQ, Lucky’s Waunakee, Octopi Brewing 
● Office Jobs: Farmers Insurance, 1st National Bank, Waunakee Veterinary Clinic, D&S 

Dental Laboratory, Waunakee Family Dentistry 
● Physical Jobs: Homestead Living (assisted living facility), Adventures in Learning (child 

care), Brilliant Beginnings (child care), Kerry Ingredients, Hellenbrand Water Center, 
Badgerland Building Erectors 



However, much of the strength of our site is that is located within a short driving distance 
to Madison, with employers such as the Mendota Mental Health Institute, Dane County Regional 
Airport, East Washington retail corridor, and other Madison-based employers nearby. Our site 
also offers good transportation access to working families who may be employed in surrounding 
Dane County communities such as Sun Prairie, DeForest, or even further employment hubs 
such as the Wisconsin Dells. Our property will also provide housing opportunities for agricultural 
workers in Dane County, which there is currently a strong need for. 

Grocery stores are not particularly proximate. A Piggly Wiggly is located in downtown 
Waunakee, approximately 4 miles away (7 minutes driving). Beyond that, options such as Hy-
Vee, Walmart, and Pick-’N-Save exist within a 15-minute drive in DeForest and Madison. This 
makes our location difficult for many low-income potential residents, as driving to grocery stores 
is necessary. 

The site is easily accessible by car, with the adjacent Highway 113 serving as a quick, 
direct link to both downtown Waunakee and Madison, as well as Dane County Regional Airport. 
Biking is also a feasible option in the area, with an off-street, multi-use bike path along 
Arboretum Drive that extends into the Waunakee CBD. However, public transportation does not 
exist in this part of Dane County; the closest bus stop is 2.5 miles away (4 minutes driving) and 
the Northside Town Park and Ride stop is approximately 4.5 miles away (8 minutes driving). 
The site has a Walk Score of 11/100. Clearly, residents at this location would need access to a 
car, meaning that many Dane County residents who qualify for affordable housing may not be 
able to reside at our location, if they rely on public transportation and/or do not own a car. 

 
https://siftr.org/30370/ 

 



Land Rents and Scoring 

As discussed later in this report, our project requires the site to be donated to us at the 
nominal fee of $1. The current owner, a land trust, would need to be convinced of the social 
benefit of our project in order for us to achieve this. Ultimately, while it seems the owner is 
interested in land conservation, particularly of farmland, it could be plausible that they could be 
convinced that an affordable housing development would be equally socially beneficial to the 
residents of Dane County, particularly in comparison to private, single-family homes or other 
commercial development.  

We believe, from analyzing the sale of parcels in the suburban neighborhood south of 
our site, that the site's fair market value would be $1,500,000. For a large site in Dane County, 
this is a reasonably low price, but we would still require the $1 acquisition price to make our 
development feasible. With the demand for housing in Waunakee increasing (and therefore land 
prices increasing) as well as the relatively low density in the area (and therefore low current land 
prices), this site should be attractive for an affordable housing development, before land prices 
rise even further in Waunakee. 

Given our target market of low-income families, we believe that a project on this site 
would score well in the Mixed-Income Incentive, Serves Large Families, and Serves Lowest-
Income Residents categories of WHEDA LIHTC scoring. We would recommend a mix of 10 
market-rate units (20%), 5 two-bedrooms and 5 three-bedrooms, and 40 units (80%) at 50% 
AMI, 20 two-bedrooms and 20 three-bedrooms, respectively, that can maximize a project’s 
score while achieving strong cash flows: 

 
Summary	of	Unit	Mix	and	Set-Asides	 		 		 		

Unit	Type	 SF	 Type	 Units	 Rent*	 Monthly	 		

2BR/2BA	 1000	
50%	AMI	 20	 	$										820		 	$						16,400		 		
Market	 5	 	$							1,250		 	$								6,250		 		

3	BR/3	BA	 1150	
50%	AMI	 20	 	$										937		 	$						18,740		 		
Market	 5	 	$							1,500		 	$								7,500		 		

		 	     		
		 	  50	 	 	$						48,890		 Monthly	PGI	
		 	  Total	Units	 	 	$				586,680		 Annual	PGI	
		 		 		 		 		 	$		557,346		 Annual	EGI	
	     *excludes	utilities	

Additionally, any project would likely need to be designed to score highly in the Energy 
Efficiency and Sustainability and Universal Design categories to be awarded LIHTCs. This could 
also help convince the current land trust that our development would be environmentally 
sustainable. 

Overall Assessment 
 



There are a number of challenges associated with constructing affordable housing on 
this site, but there are also a number of opportunities. The location is in a high-income suburban 
area which may be non-receptive to affordable housing. The current owner would need to 
donate the land and compromise on their conservation goals. Linkages are far away, and there 
is no public transportation. Additionally, since it is not located in a HUD-designated QCT or near 
a WHEDA-identified employment center, nor within an existing TID, stacking funding sources 
may be difficult. However, the large site size, location in northern Dane County, and ability to 
meet the needs of working families means that this location is unique among affordable housing 
developments in Dane County. 

 
 
Section 3 - Loan Considerations 

We anticipate that we will be able to obtain a construction loan from a local bank, ideally 
one that is our tax credit purchaser. This will then be converted into a permanent loan. Per the 
presentation from Cinnaire, a CDFI, construction loan terms in Madison range from 18-36 
months with an origination fee of 0.50%-1.00%, with a floating rate spread of 250 basis points 
over LIBOR (currently 1.24%). This has been built into our construction budget figures.  
 
With this information in mind, we assume the following terms for our permanent loan: 
 
Rate:  4.50% 
Term:  30 years amortization 
Fee:  1.00% 

Once we have gotten our maximum funding from other sources, we expect a total loan 
value of $4,695,897, making up approximately 39.24% of our total sources of funds. This loan 
within the range of typical terms as shown by Cinnaire. 
 
  



Section 4 - Tax Credits, City/County Grants, TIF 
The full sources of funds for our project are shown below: 
 

Sources	of	Funds	 	 Uses	of	Funds	
		 	 		 	 		 	 		
Credits	&	Other	 	 		 	 Site	Acquisition	 	$																			1		 0%	
Section	42	Tax	Credits	 	$							5,250,780		 44%	 	 Hard	Costs	 	$			9,592,800		 80%	
AHP	Credits	 	$										669,600		 6%	 	 Soft	Costs	 	$							959,280		 8%	
HOME	Funds	 	$										500,000		 4%	 	 Developer	fee	 	$			1,055,208		 9%	
Dane	County	 	$										350,000		 3%	 	 Reserves	 	$							358,988		 3%	
Waived	Fees	 	$										500,000		 4%	 	 		 	 		
Total:	 	$						7,270,380		 61%	 	 Total:	 	$									11,966,277		
		 	 		 	    
Senior	Loan:	 	$						4,695,897		 39%	 	    
		 	 		 	    
Grand	Total:	 	$												11,966,277		 	    

 

As seen, we receive funding from a variety of sources, including Section 42 tax credits, 
AHP credits, HOME funds, Dane County, and waived impact/development fees from the city of 
Waunakee. In this section, we will further break down the sources of funds. 
 
Section 42 Tax Credits 

Low Income Housing Tax Credits are our primary source of funds, making up over five 
million dollars of our budget. In total, we are asking for $14,115 per unit of affordable housing, 
which will give us an annual allocation of $564,600, or a total, ten-year allocation of $5,646,000. 
We assume that we will receive $0.93 (David Ginger, WHEDA) in equity financing per dollar of 
tax credits – this nets us $5,250,780 worth of equity financing. 

We have scored a WHEDA application for the 2017 allocation period (the most up-to-
date allocation period). This table is below. 

  



WHEDA Scoring        

  Maximu
m Points 

Points 
Score

d 
Comment 

 
  Maximu

m Points 

Points 
Score

d 
Comment 

 

1. Lower-Income 
Areas 5 0 Not in a 

QAP  

8. Universal 
Design 18 18 

Well-
planned 
design 

2. Energy Efficiency 
and Sustainability 32 24 Low Walk 

Score 
 

9. Financial 
Participation 25 25 

Nearly 30% 
of budget 
from other 
sources 

3. Mixed-Income 
Incentive 12 12 Mixed 

Incomes 
 

10. Eventual 
Tenant 
Ownership 

3   
Not in the 
plan - no 

score 

4. Serves Large 
Families 5 5 3 BR Units 

 

11. 
Developme
nt Team 

12 12 Experience
d team 

5. Serves Lowest-
Income Residents 60 60 80% LIHTC 

 

12. 
Readiness 
to Proceed 

12 12 
Will be 

permitted 
and ready 

6. Supportive 
Housing 20   No services 

 

13. Credit 
Usage 30 25 

Asking for 
somewhat 

higher 
funding 

7. 
Rehab/Neighborhoo
d Stabilization 

25   

Greenfield 
developme

nt - no 
score  

14. 
Opportunity 
Zones 

25 10 

Not in any 
scoring 

zones, poor 
linkages 

     Total 284 177  

As shown, we score a 177/281. This is on the lower end of the competitive range. 
Aspects of our development that helped us score points were its design, development team, 
financial participation and large unit mixes. Factors that hurt our scores were location, services, 
and new development.  

Our project, as mentioned early, straddles the line between urban and rural, although it 
falls in an urban district for WHEDA scoring, which means that many of the scoring leniencies 
for rural developments are not granted to us. The property's location – which is an over two-mile 
distance from numerous amenities – contributes nothing to our score, costing us dozens of 
points. Beyond linkages, the property is not in a QAP high needs area, and is not in any of the 
other targeted census tracts for factors such as income or employment.  

This project will also not have significant support services. With a location in a greenfield 
site on the edge of a Madison bedroom community, the property is not suited, and therefore not 
geared towards supportive services. The lack of walkable amenities and public transportation 
means that these populations' needs would not be met in the area. In addition, the property is 
adjacent to a newer, high home value suburb, which may lead to conflicts were supportive 
housing to be proposed for the site. 



Finally, our site is not an urban infill development or redevelopment intended to revitalize 
a neighborhood or remove blight. This gives us a massive disadvantage in scoring, as the 
property does not fit into a broader neighborhood revitalization plan for Waunakee. 

Together, this means that our property may have significant trouble competing for tax 
credit financing. Assuming that other high-quality developers are competing for credits, our 
property's biggest strengths come from our large units and other outside financial participation. 
Perhaps the unique nature of this property in the larger portfolio of Dane County's affordable 
housing mix will help us attain funding, but many of the site's immutable characteristics prevent 
us from scoring higher. 

 
AHP Funding 

Similar to section 42, AHP funding provides developers of low-income housing with tax 
credit financing, although for a lesser amount ($750,000 or up to 75% of project cost, whichever 
is less), and only for one period. 

We are applying for $18,000 in funding per affordable unit (40), for a total allocation of 
$720,000. We believe that we will be able to sell these credits for $0.93 (David Ginger, WHEDA) 
on the dollar, resulting in net funding of $669,600. This application process is akin to the 
WHEDA application, but is abridged. A breakdown of our scoring is below. 

Category	 Max	
Points	

Points	
Scored	 Comment	

Donated	Property	 5	 5	 Property	donated	at	less	than	or	equal	to	80%	of	FMV	
Sponsorship	 5	 5	 Non-profit	sponsorship	
Targeting	 20	 20	 fits	LIH	criteria	

Homeless	Housing	 5	 0	 none	
Services	 5	 3	 Tax	assistance	and	home	maintenance	workshops	

District	Priority	 16	 11	 rural	&	Wisconsin	
Readiness	&	Financing	 11	 10	 Ready	to	go	
AHP	Subsidy/Unit	 10	 6	 Asking	for	above-average	allocation	

Community	Stability	 21	 3	 Lack	of	supportive	housing,	not	redevelopment	
Total:	 98	 63	 	

Like the section above, the locational and service disadvantages bring our score down to 
63/98, on the lower end of the competitive range. To score more points, we are asking for a 
lesser allocation of funding, and also offering biannual tax assistance and home maintenance 
workshops in our community room, which we believe we will be able to provide at low or no cost 
through partnerships with community groups. 
 
HOME Funds 

HOME funds are low-interest loans granted by HUD and administered by states, or in 
the case of Dane County, by the county government. HOME funds provide an up to $500,000 



loan to developers of affordable housing, with a 2.50% interest rate, 27 year term, and 3 year 
deferment. We believe that with support from Dane County from its separate affordable housing 
fund, we will be able to also gain an allocation of HOME funds. Our application will be 
competitive, as much of the decision rests more on business plan, team experience, and factors 
more akin to attaining a loan, rather than location and service-based aspects of the property. 
We are requesting a maximum loan of $500,000. 

Dane County Funds 

We have built in $350,000 in grant funds from Dane County's pledged $2,000,000 
annual investment in affordable housing. We believe this figure is in-line with what 2016 projects 
received in funding, and does not ask for too large a share of the program's total budget. In 
addition, our unique location in Waunakee and its concept may prove compelling for the county 
to invest in. 

Waived Impact and Development Fees 

We believe that to make this project successful both financially and feasibility-wise in 
terms of scoring (which requires participation from the municipality), Waunakee will need to 
waive its impact fees for sewer, streets, electrical, gas, etc., as well as its development fees and 
other associated soft costs.  

The land owner has indicated that they desire to keep the land as agricultural use for 
conservation reasons, and would not sell the land for further subdivision creation. However, we 
believe that we can successfully gain control of the land from the current owner by convincing 
them of the social merit of our development. Because our development will contribute to 
Waunakee's tax basis when it otherwise would not have' a reduction in impact fees would be a 
reasonable request from the Village – without us negotiating this with the land owner, the 
increase in tax basis would not exist. The reason we choose to pursue this form of financial 
participation from Waunakee is that we believe TIF to be infeasible for the site. Our site is 
located on the fringe of Waunakee in a low-density residential neighborhood, with a few small 
commercial developments nearby. There is no practical reason for the area to use TIF, and 
Waunakee's existing TIF districts are located in commercial areas (the business park, 
downtown, retail and office buildings on the west side).  

In lieu of this, we hope that Waunakee will commit to $500,000 in financial assistance in 
the form of waived impact fees. Because our development is not a typical multi-story, common 
entry housing project, the cost of roadbuilding and extending utilities is much greater, and per 
our model, would be prohibitive to the development. This will mitigate that. In addition, land will 
be set aside for further street expansion to the north for possible future subdivision creation 
should the owner change their mind in the future. 
  



Section 5 - Affordable Housing Development Considerations 
This section will lay out other information about our project. 

Reduced site acquisition cost 

Our site is currently owned by a land trust that wishes to conserve the land for 
agricultural use. Dane County has a history of conservation movements in the form of land 
trusts, to stop urban sprawl. This project lies in direct opposition to the land trusts' goal, however 
it has significant social benefits that may convince the owner this project is worthwhile. In order 
for our project to be feasible, we would need the land to be donated at no cost (or a nominal 
cost of $1), rather than our assumed fair market value of $1,500,000. 

Beyond financial feasibility, this also helps us score higher for Section 42 and AHP 
funding (both look to financial participation as an important factor in allocating funding), and 
allows us to petition Waunakee for the waived impact fees as stated above. 

Management and cost containment 

We plan to have a best-in class Wisconsin manager of our property, who is well-versed 
in not only tax credit housing and the reporting requirements, but also knowledgeable about our 
target population (working families) and Dane County. 

To contain costs during construction, we will be developing 25 structurally identical, slab-
on-grade buildings, which should prove more straightforward and quick to build. Beyond that, 
our experienced construction team will know how to budget properly and can accurately 
forecast costs in the rising cost environment. 

Because our property consists of duplex-style homes, we plan to pass the responsibility 
for all utilities (except trash & sewer), as well as lawncare and snow shoveling to the tenants. 
This will help reduce our operating costs and help our tenants prepare for the responsibilities of 
homeownership.  

Aside from the clubhouse, which will include community space, a fitness center, work 
room, and property management office, our other community spaces include a playground and 
community gardening area with box planters. These common spaces will cost a minimal amount 
to construct and maintain, keeping our common area maintenance costs low. 

Again, despite the lack of public transportation, we will be targeting working families who 
rely on a car to commute to jobs in Madison, surrounding communities, and even other jobs 
hubs such as Jefferson County, Portage or the Wisconsin Dells. These working families mostly 
fall under the 50% set-aside level, which will make up the majority of our fifty units. The larger 
cash flows from these units will help us better cover our operating costs. 

Our property does not offer services, which helps us keep our costs down. The working 
family tenant base will have to rely on their own cars for transportation, and as such, their 



access to other services is greatly expanded. While Waunakee has some limited services, 
Madison offers all desirable services for a family renter, and is only a short drive away.  
 
 
Section 6 - Spatial Feasibility Analysis 
This section details our budget and feasibility analysis. 

Budget 

The total construction budget of $9,592,800 is broken out into 91% hard construction 
costs (including a 5% contingency), and 9% soft costs which is estimated to be 10% of the total 
hard costs (recommended by Tom Landraf), and the remaining 12% from site acquisition costs. 
The costs of construction for residential area ($125 per sf) and outdoor common area - the club 
house ($95) are estimated with a reference to Tom Landgraf’s recommendation. 

 

 

Developer fee is 10% of the total construction budget which falls into the range of 10%-
12% recommended by David Ginger, Commercial Lending Product Manager from WHEDA. 
Reserves are 3% of the total estimated capital budget, to handle lease-up and other potential 
costs. 

Uses	of	Funds	
		 	 		
Site	Acquisition	 	$																			1		 0%	
Hard	Costs	 	$			9,592,800		 80%	
Soft	Costs	 	$							959,280		 8%	
Developer	fee	 	$			1,055,208		 9%	
Reserves	 	$							358,988		 3%	
		 	 		
Total:	 	$									11,966,277		

 

Construction	Budget
Cost	Estimation SF Cost/sf Cost/Unit Total
Residential	area 70,750									 $125 $176,875 $8,843,750
Patios 4,250											 $5 $425 $21,250
Driveway	&	Parking 19,900									 $5 $1,990 $99,500
Outdoor	Common	Area 9,300											 $5 $930 $46,500
Appliances	/	Furniture	/	Equipment $2,500 $125,000
Contingency	@	5% $456,800
Total	Hard	Costs $182,720 $9,592,800

Soft	Costs	(10%	of	Hard	Costs) $19,186 $959,280

Site	Acquisition	Costs $1

TOTAL	CONSTRUCTION	BUDGET: $10,552,081



Front Door Analysis 

Here we will attempt to back into the required income the property must generate to 
meet all of its expenses. The project will be financed by 61% from equity sources – tax credits, 
grants, waived fees, etc. - with the remaining 39% coming from the senior loan. We believe that 
our capital stack is appealing to a senior lender due to the small LTC ratio of the project. 
However, it should be noted that the project very much requires each of these financing sources 
to be in place. Without receiving an allocation of tax credits, our major source of funds, or any of 
the other sources, the project would not be financially feasible. 

With an annual debt service payment of $288,288, this project needs to meet a debt 
service coverage ratio of 1.1, requiring an NOI of $317,117. Our static feasibility also shows that 
with an operating expense ratio of 40% (lower than normal due to tenants paying full utilities), 
and some cash payments for reserves and to the junior HOME loan, we require a property with 
an effective gross income of $553,311 per year. This is after a 5% vacancy loss. 

 
 

 
 
 

SOURCES	OF	FUNDS
MORTGAGE HOME	LOAN	(under	others)
Loan-to-Cost	Ratio 39.24% Loan-to-Cost	Ratio 4.18%
Mortgage	Loan 4,695,897$											 Mortgage	Loan 500,000$																											
Loan	Fee 46,959$																 Amort 27																																							
Mortgage	Constant 0.061392														 Deferment 3																																									
Rate 4.50% Rate 2.50%
Cash	Required	for Monthly	PMT 2,124$																																

Debt	Service 288,288$														 Annual	PMT 25,485$																													
DSCR 2.70661																

OTHERS 60.76% EQUITY
Tax	credits 5,250,780$											 44% Equity-to-Cost	Ratio 0.00%
Dane	County	subsidy 350,000$														 3% Required	Equity 0
HOME	Funds 500,000$														 4% Annual	Pre-Tax
AHP	Funds 669,600$														 6% Equity	Div.	Rate 8.00%
Waived	Fees 500,000$														 4% Equity	Dividend -$																																				
Total 7,270,380$											

CASH	OUTFLOWS	in	OPERATION
as	%	of	EGI Per	Unit

Operating	Expenses 222,938$														 40% 4,458.77$																										
Debt	Service	-	SR	Loan 288,288$														 52% 5,765.77$																										
Replacement	Reserves 16,599.33$											 3% 331.99$																													
Debt	Service	-	HOME 25,485$																 5% 509.70$																													
Equity	Dividend -$																							 0% -$																																				

REQUIRED	EGI 553,311$													



Setting Rents/Backdoor Analysis 

With this target EGI number of $553,311 in mind, we must now find a way to set our unit 
rents to not only help us score points on our applications, but also to satisfy our income 
requirements. 

Given the unit mix and the maximum monthly rent (net of utilities, based on Dane 
County’s provided utility allowance schedule) based on Wisconsin Standard Multifamily Tax 
Subsidizing Project Income Limits for Dane County, we expect an effective gross income from 
our property of $557,346, which is above our target EGI. This is achieved through the following 
unit mix: 
 

Summary	of	Unit	Mix	and	Set-Asides	 		 		 		
Unit	Type	 SF	 Type	 Units	 Rent*	 Monthly	 		

2BR/2BA	 1000	
50%	AMI	 20	 	$										820		 	$						16,400		 		
Market	 5	 	$							1,250		 	$								6,250		 		

3	BR/3	BA	 1150	
50%	AMI	 20	 	$										937		 	$						18,740		 		
Market	 5	 	$							1,500		 	$								7,500		 		

		 	     		
		 	  50	 	 	$						48,890		 Monthly	PGI	
		 	  Total	Units	 	 	$				586,680		 Annual	PGI	
		 		 		 		 		 	$		557,346		 Annual	EGI	
	     *excludes	utilities	

Not only does this unit mix satisfy our income requirements, but it provides for maximum 
scoring in the mixed-income, low-income, and services large family sections of WHEDA’s 
Section 42 tax credit application. 
 
 
  



Section 7 - Report Visuals 

 

This is a model we created in SketchUp of the development at the intersection of 
Highway 113 and Arboretum Drive. The neighborhoods to the immediate south of the proposed 
site have homes that range in price from $350,000 – $800,000 which means that we needed to 
make the housing as low density as possible while still creating 50 units plus amenities. The 
duplex style house was the best fit for the requirements. The far west of the development is 
across the street from Arboretum Elementary School. The access road in the middle of the site 
is directly across the street from Montondon Avenue to allow a natural intersection away from 
Highway 113. The furthest eastern portion of the site (closest to Highway 113) has additional 
parking for residents and their guests and is not an ingress point. 
 

 

We were able to create a 50-unit site while still allowing plenty of parking spots and 
green space to allow the development to mimic the surrounding housing as much as possible. 
 



 

The development also has a community center and playground in the middle to 
maximize access for the residents. We also allowed for future growth into the current cornfield 
by building the playground at the end of the road into the development. This future easement 
could also provide additional income for the development. 
 

 

This picture taken from across the street of the proposed site shows the walking/biking 
paths that have been created all around Waunakee to allow residents non-vehicular methods of 
transportation in the village. This bike path would be created on the proposed site's easement 
as well along Arboretum Drive. We also kept the theme of the village in our choice of lighting. 
 
 
 
 
 



The below diagram details the steps and rough timeline needed to complete our project: 
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Affordable	Housing	for	the	Homeless	
2565	Ironwood	Drive,	Sun	Prairie,	WI	

	
	

Section	1:	Introduction	

The	number	of	people	struggling	to	find	affordable	housing	in	Dane	County	is	
constantly	increasing,	while	the	number	of	affordable	housing	units	available	seems	to	
remain	constant.	Because	of	this	shortage,	we	are	developing	a	complex	with	50	affordable	
housing	units	that	will	serve	severely	low-income	individuals	at	30%	of	the	Average	
Median	Income	(AMI),	those	at	50%	of	AMI	and	those	who	can	afford	market	rate.	Our	
development	is	located	at	2565	Ironwood	Drive	in	Sun	Prairie,	WI	and	rent	for	the	30%,	
50%	and	market	rate	apartments	will	be	$195,	$390,	and	$1,090,	respectively.	We	think	
these	rents	are	fair	given	that	they	are	all	below	their	respective	maximum	income	
available	to	pay	for	rent.	Funding	for	this	complex	will	mostly	come	from	tax	credits	and	a	
HUD	grant,	along	with	a	mix	of	debt,	HOME	grant	money	and	equity.	We	are	not	able	to	use	
tax	incremental	funding	(TIF)	because	we	are	not	in	a	tax	incremental	district	(TID).	TIF	
would	make	our	project	more	feasible	if	we	were	able	to	expand	or	create	a	TID	depending	
on	Dane	County's	ability	to	do	so.	See	our	analysis	of	the	effect	of	TIF	in	Section	6.	

The	population	we	aim	to	primarily	serve	are	homeless	individuals	who	not	only	
need	rental	assistance,	but	also	services	such	as	job	transition	help,	mental	health	
treatment	and	substance	abuse	treatment	provided	to	them	within	the	affordable	housing	
complex	(HHS	Office	of	the	Secretary).1	The	proposed	location	is	ideal	for	this	population	
because	there	are	currently	many	entry	level	minimum	wage	jobs	in	the	area	such	as	
multiple	convenience,	grocery	stores	and	gas	stations.	Furthermore,	multiple	fast	food	
places	and	manufacturing	jobs	will	soon	be	created	in	the	nearby	shopping	district.2		

Section	2:	Urban	Economics	

The	city	of	Sun	Prairie	has	a	population	of	32,613,	with	a	median	family	income	of	
$66,177	and	an	unemployment	rate	of	2.8%.	Despite	this,	approximately	8.6%,	or	2,832	
individuals	in	Sun	Prairie	live	at	or	below	the	federal	poverty	threshold.3	According	to	the	
most	recent	estimates	by	the	U.S.	Census	bureau,	there	is	a	shortage	of	148	affordable	
housing	units	in	Sun	Prairie.	This	statistic	provides	significant	justification	for	the	
development	of	an	affordable	housing	complex	in	Sun	Prairie.		

	

																																																								
1	HHS	Office	of	the	Secretary,	and	Assistant	Secretary	for	Planning	and	Evaluation	(ASPE).	“Grants.”	HHS.gov,	US	Department	of	Health	
and	Human	Services,	19	May	2016,		
www.hhs.gov/programs/social-services/homelessness/grants/index.html	
	
2	Barry	Adams,	“Sun	Prairie’s	West	Side	shopping	district	continues	development	boom,”	Wisconsin	State	Journal	(Madison,	WI),	Sep.	9,	
2017.	http://host.madison.com/wsj/business/sun-prairie-s-west-side-shopping-district-continues-development-
boom/article_d50a3f03-e944-5575-bd76-cbdf6c9985e7.html	
3	United	States	Census	Bureau,	“Quick	Facts:	Sun	Prairie	city,	Wisconsin,”	(2017),	
https://www.census.gov/quickfacts/fact/table/sunprairiecitywisconsin/PST045216	
		



	 2	

Our	proposed	site	location	is	located	in	the	West	Prairie	Village	neighborhood	on	
Sun	Prairie’s	west	side.	The	site	is	currently	undeveloped.	A	couple	commercial	properties	
are	located	directly	south	of	the	proposed	development,	while	the	land	to	the	north	is	being	
used	for	agricultural	purposes.	The	village	of	Sun	Prairie	has	zoned	this	land	for	density	III,	
IV,	VI,	VII	or	VIII	usage.	A	50-unit	apartment	building	falls	under	category	type	V,	meaning	
that	no	changes	to	the	city’s	zoning	policy	would	be	required	for	this	development.4	
Unfortunately,	our	site	is	not	located	within	a	TID.	The	closest	one	is	TID	9,	which	is	over	a	
mile	away.	We	do	not	believe	annexing	is	possible	currently	since	the	City	of	Sun	Prairie	is	
limiting	the	creation	of	new	TIDs	around	the	existing	Sun	Prairie	industry.5	

	
The	area	represents	an	ideal	spot	for	an	affordable	housing	development	due	to	its	

proximity	to	local	shopping,	grocery	stores,	health	care	and	potential	employment	centers.	
Within	a	5-minute	walking	radius	to	the	site	are	a	number	of	health	care	centers	
(Walgreens,	UW	Health	and	West	Prairie	Dental),	service	centers	(Park	bank,	Mcfarland	
state	bank,	Klinke	cleaners	and	Kwik	Trip	gas	station)	and	a	Pick	'N	Save	grocery	store.	It	is	
important	that	these	services	are	close	by	since	many	homeless	are	not	able	to	afford	a	car.	
The	site	is	also	close	to	several	major	areas	of	potential	employment.	QBE	North	America,	
Sun	Prairie’s	largest	employer,	and	the	Prairie	Lakes	Shopping	district	are	both	located	
within	a	5-minute	commute	from	the	proposed	location.	The	Wisconsin	State	Journal	
reports	that	several	new	projects,	including	9,700	square-foot	restaurant/retail	
development	and	a	124	room	Hilton	Garden	Inn,	will	be	opened	nearby	in	2018	as	well.6	
This	will	provide	a	number	of	new	employment	opportunities	for	our	site’s	residents.		

	
A	primary	weakness	for	our	proposed	site	is	the	lack	of	nearby	public	

transportation	for	residents	who	do	not	own	their	own	car.	This	makes	commuting	to	
either	downtown	Sun	Prairie	or	the	City	of	Madison	difficult	for	potential	residents.	Despite	
this	lack	of	a	bus	route	in	Sun	Prairie,	the	city	does	offer	a	shared-ride	taxi	service	with	
reduced	fares	for	low-income	residents.7		The	City	of	Sun	Prairie	is	also	looking	into	adding	
a	bus	stop	within	walking	distance.8	Another	downside	to	the	location	is	the	lack	of	nearby	
public	parks.	The	closest	park	is	1.2	miles	away	from	our	proposed	development	site.	These	
are	both	weaknesses	since	they	would	decrease	our	WHEDA	scoring	by	a	few	points.	To	
address	these	challenges	our	employees	can	encourage	tenants	to	use	the	shared-ride	tax	
service.	

	

We	have	estimated	the	total	cost	of	this	development	to	be	approximately	
$9,414,700.	This	includes	the	cost	of	purchasing	the	land	at	its	2017	assessed	value	of	
$372,700.	We	also	estimated	construction	costs	of	$8,220,000,	operating	costs	of	$150,000,	
and	a	developer's	fee	of	$822,000.	The	cost	to	serve	the	homeless	will	be	more	expensive,	
raising	our	operating	expenses	in	order	to	provide	them	with	necessary	services.		
																																																								
4	City	of	Sun	Prairie,	“General	Development	Plan:	West	Prairie	Village,”	(Sun	Prairie,	WI,	2006),	11.	
5	City	of	Sun	Prairie,	“Adopted	TIF	Guidelines,”	(Sun	Prairie,	WI,	2015),	8.	
6	Barry	Adams,	“Sun	Prairie’s	West	Side	shopping	district	continues	development	boom,”	Wisconsin	State	Journal	(Madison,	WI),	Sep.	9,	
2017.	http://host.madison.com/wsj/business/sun-prairie-s-west-side-shopping-district-continues-development-
boom/article_d50a3f03-e944-5575-bd76-cbdf6c9985e7.html	
7	City	of	Sun	Prairie,	“Shared-Ride	Taxi	Service,”	Sun	Prairie,	WI-Official	Website,	2017,	https://www.cityofsunprairie.com/496/Shared-
Ride-Taxi-Service	
8	Neil	Stechschulte,	email	message	to	author,	November	9,	2017.		
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Our	development	has	a	variety	of	factors	that	make	it	a	strong	candidate	to	receive	
WHEDA’s	Low-Income	Housing	Tax	Credits	and	other	available	funding.	A	portion	of	the	
units	are	designated	to	specifically	serve	the	area’s	lowest-income	residents;	those	with	an	
income	at	or	below	30%	of	the	AMI.	Furthermore,	the	development	would	provide	social	
workers	and	other	support	services	for	previously	homeless	residents.	We	also	plan	to	
make	the	building	energy	efficient	in	accordance	with	the	Wisconsin	Green	Built	Home	
Standard.	The	above	considerations,	in	combination	with	our	other	funding	sources	and	the	
location's	proximity	to	full	service	grocery	stores,	schools,	and	medical	clinics,	should	allow	
us	to	score	high	according	to	WHEDA	criteria	and	receive	substantial	funding	to	cover	the	
costs	of	the	development.9	

	
Section	3:	Loan	Considerations	

We	are	going	to	use	a	permanent	loan	to	finance	about	80%	of	the	remaining	cost	
after	tax	credits.		Our	permanent	loan	will	be	amortized	over	30	years	at	an	interest	rate	of	
around	5%.10	This	amortization	period	matches	our	commitment	time	to	keep	the	project	
operating	as	planned,	and	the	longer	amortization	period	keeps	our	yearly	payments	low	
enough	to	keep	rent	affordable.		

	
Section	4:	Tax	Credits,	Grants	and	TIF	

Tax	credits	are	based	on	geographic	criteria	like	proximity	to	shopping,	services,	
employment,	health	care,	zoning	regulations,	transportation	options	and	consistency	with	
surrounding	land	use	(refer	to	Section	2).		We	are	serving	a	low-income,	highly	vulnerable	
population,	which	scores	highly	for	Wisconsin	Housing	and	Economic	Development	
Authority	(WHEDA)	tax	credits.	Below	is	estimated	scoring	we	believe	our	project	will	
receive.		
	 Max	

Points		
Our	
Project	
Scores	

Low	income	areas	 5	 5	
Energy	efficient	&	sustainable	 43	 40	
Community	notification	&	support	 8	 5	
Mixed-income	incentive	 15	 15	
Serves	large	families	 8	 0	
Serves	lowest-income	residents	 80	 75	
Supportive	housing	 20	 20	
Elderly	assisted	living	-RCACs	 18	 0	
Rehab/neighborhood	stabilization	 30	 15	
Universal	design	 23	 18	
Financial	participation	 25	 20	
Ownership	characteristics	 6	 3	
Eventual	tenant	ownership	 3	 1	
																																																								
9	Wisconsin	Housing	and	Economic	Development	Authority	(WHEDA),	“2016	LIHTC	Self	Scoring	Exhibit,”	(Madison,	WI,	2016),	1-17.		
10	Karyn	Knaak,	“Cinnaire	Lending	Overview”	(Real	Estate	720	presentation,	Madison,	WI,	Nov.	7,	2017).		
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Project	team	 50	 45	
Readiness	to	proceed	 15	 10	
Credit	uses	 40	 40	
Employment	centers	&	high	need	areas	 20	 15	
Total	 409	 327	

We	believe	we	will	score	very	well	for	being	in	a	lower	income	area	and	serving	
lower-income	residents.	Further,	we	scored	well	for	supportive	housing	since	we	will	
provide	social	services	to	the	homeless	in	our	building.	We	are	using	many	grants	and	tax	
credits,	which	is	why	we	scored	well	for	equity.	We	didn't	score	well	in	the	areas	of	elderly	
assisted	living	or	for	serving	large	families	since	all	our	units	are	for	the	homeless	or	
market	rate	renters	and	are	only	one	bedroom.		

	
The	tax	credits	will	be	awarded	for	10	years,	with	a	30-	year	commitment	to	the	city	

to	keep	the	complex	running	the	same	way.		We	will	apply	for	the	9%	competitive	tax	
credits	since	we	are	a	new	development.	As	outlined	in	our	front	door	model,	our	tax	
credits	will	cover	approximately	60%	of	our	cost	or	around	$4,801,497.	Once	we	receive	
our	tax	credit	award,	we	will	sell	our	credits	to	an	investor	through	the	creation	of	
Home&Hope	Development,	an	LLC.		This	will	allow	us	to	dramatically	decrease	the	amount	
of	debt	we	need,	further	lowering	the	rents	we	will	charge.11		

	
Most	affordable	housing	developments	try	to	utilize	tax	incremental	financing	(TIF)	

as	well.	TIF	is	structured	as	a	tax	increment	rebate	to	the	owner	based	on	a	portion	of	
annual	property	tax.	The	tax	increment	is	the	increase	in	property	taxes	between	the	pre-
development	amounts	to	the	post-development	amounts.	Our	development	is	not	in	a	TIF	
district	meaning	we	are	not	eligible	to	receive	this	funding.		TIF	normally	covers	
approximately	20%	of	funding	for	affordable	housing	projects,	so	we	will	need	to	find	other	
grants	to	cover	our	gap.12	If	we	were	to	petition	to	be	included	in	a	TIF	district	we	would	be	
able	to	fund	around	$395,640	of	our	project.	This	means	we	could	further	reduce	our	
required	debt	or	possibly	remove	the	HOME	grant	which	we	planned	on	receiving,	and	still	
keep	our	rent	affordable.		

	
To	cover	the	remaining	amount	of	our	project	costs	we	will	use	other	grants	

available	to	affordable	housing	developers.	One	grant	we	will	use	is	from	the	Federal	
Department	of	Housing	and	Urban	Development’s	(HUD)	Continuum	of	Care	program.	This	
program	provides	grant	funding	for	permanent	supportive	housing	designated	to	serve	
formerly	homeless	individuals.13	Funds	may	be	received	which	cover	up	to	100%	of	land	
acquisition	costs,	new	construction	costs	and	the	cost	of	providing	supportive	services	such	
as	staffing	and	materials.	We	are	assuming	this	grant	will	conservatively	cover	30%	of	our	
construction	costs,	or	$2,235,000.		Dane	County	receives	approximately	$1	million	per	year	

																																																								
11	David	Ginger,	“WHEDA’s	Financial	Tools	for	Affordable	Housing	Development”	(Real	Estate	720	presentation,	Madison,	WI,	Oct.	31,	
2017).	
12	Ibid.	
13	U.S.	Department	of	Housing	and	Urban	Development,	“Continuum	of	Care	(CoC)	Program	Eligibility	Requirements,”	HUD	Exchange,	
2017,	https://www.hudexchange.info/programs/coc/coc-program-eligibility-requirements/	
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in	CDBG	funds	and	we	estimate	that	we	will	be	awarded	a	$400,000	HOME	grants.14	
Considering	tax	credits,	loans	and	other	grants,	our	required	rent	per	unit	is	affordable	(see	
excel	document	for	our	calculations).		

	
	

Section	5:	Affordable	Housing	Development	Considerations	

The	parcel	is	currently	owned	by	a	developer	who	develops	a	lot	of	market	rate	
apartment	housing	in	Sun	Prairie,	and	is	the	owner	of	a	majority	of	approved	units	in	Sun	
Prairie	right	now.	Although	he	is	open	to	suggestions,	this	lot	is	intended	for	market	rate	
units	only,	and	the	developer	is	not	open	to	selling	to	an	affordable	housing	developer,	nor	
wants	to	participate	in	that	himself.	From	our	site	contact	we	learned	that	the	lot	is	good	
for	it’s:	proximity	to	Copps	Grocery	Store,	Walgreens,	Kwik	Trip,	Walmart	and	Costco.	It	is	
near	employment	opportunities	with	QBE	the	largest	employer	in	the	area,	as	well	as	
Prairie	Lakes	shopping	district.	Health	care	is	available	through	UW	Health,	West	Prairie	
Dental	and	Walgreens.	Schools	are	also	nearby	for	elementary	there	is	Royal	Oaks	and	for	
middle	school	there	is	Prairie	View.	Other	services	like	banks,	gas	stations,	rideshare	and	
other	amenities	are	close	to	our	development	site.		

	
We	will	be	providing	many	social	services	on-site	24/7	to	better	serve	the	homeless	

who	are	battling	with	issues	outside	of	their	living	situation.	Mental	and	physical	health	
care	professionals	will	be	there	to	help	these	individuals	transition	to	a	productive	and	
happy	life.	This	cost	will	add	to	our	operating	expenses,	making	them	more	each	month	
than	a	strictly	market	rate	development.	The	services	provided	that	are	mentioned	in	the	
previous	paragraph	as	well	as	the	social	services	will	help	with	WHEDA	scoring.	

	
If	we	were	able	to	convince	the	developer	to	make	this	an	affordable	housing	

development,	there	would	be	risks	associated	with	our	projected	cash	flows	and	additional	
costs	we	may	incur	related	to	management	and	operations.	One	risk	to	cash	flows	is	
whether	or	not	we	will	obtain	a	tax	credit	award.	The	awards	are	highly	competitive	and	if	
we	don't	receive	one,	our	project	can't	be	done.	Another	risk	for	cash	flows	is	generating	
enough	revenue	per	month	to	cover	our	debt	repayments	and	the	amounts	owed	to	other	
investors.	Defaulting	on	loans	will	make	it	impossible	for	us	to	find	funding	in	the	future	
and	likely	end	our	involvement	in	this	project.	Finally,	some	risks	may	arise	relating	to	
management	issues.	Since	we	are	providing	services	to	the	residents	of	our	development,	
the	interactions	between	the	management	of	the	building	and	the	service	provider	needs	to	
be	respectful	and	cooperative.		

	

Section	6:	Spatial	Feasibility	Analysis	

Our	site	is	a	vacant	one-acre	lot	in	Sun	Prairie,	WI.	The	surrounding	lots	are	
somewhat	developed	with	one	housing	complex	on	the	adjacent	lot	and	a	Kwik	Trip	very	
																																																								
14	Dane	County,	“Community	Development	Block	Grant	(CDBG)	&	Home	Investment	Partnerships	(HOME)	Program,”	Dane	County	Office	
of	Economic	and	Workforce	Development,	2017,	https://cdbg.countyofdane.com/programs/cdbg/about	
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nearby.	Most	development	in	the	area	is	a	combination	of	commercial	space	on	the	first	
floor,	and	market	rate	residential	space	on	the	remaining	floors.		

Income	2015	 30%	AMI	 50%AMI	 Market	

$43,990	 $13,197	 $21,995	 $26394	
Affordable	Rent	 $329.93	 $549.88	 $1319.7	

	
Our	land	cost	is	based	on	the	estimate	provided	to	us	from	our	contact	at	a	price	of	

$372,700.	We	based	our	construction	cost	off	an	estimated	cost	of	$130/square	foot.15	For	
our	60,000-square	foot	residential	and	common	area	development	this	totaled	$8,220,000.	
The	remaining	costs	are	the	developer's	fee	which	is	approximately	10%	of	the	
development	cost,	or	$822,000	and	operating	costs	which	vary	based	on	the	tenants.16	
Since	we	have	homeless	tenants,	the	cost	to	service	them	is	higher	($550/month),	those	at	
50%	AMI	will	cost	about	$425/month	and	those	renting	at	market	price	would	only	have	
operating	costs	around	$350/month.17	This	totals	around	$150,000	for	our	front	door	
model.	Any	disruptions	in	service	or	extraordinary	events	where	residents	require	more	
services	than	budgeted	would	increase	these	costs.	To	calculate	the	required	rent	per	
square	foot	we	took	into	account	our	tax	credits,	a	permanent	loan	as	well	as	our	other	
sources	of	funding	from	grants	and	equity	investments.		

	
Site	Acquisition	Cost	 $372,700	
Construction	Budget	 $8,220,000	
Developer	Fee	 $822,000	
Total	Capital	Budget	 $9,414,700	
Less:	HOME	Grant	 $(400,000)	
Less:	HUD	Grant	 $	(2,235,000)	
Less:	Tax	Credit	Equity	 $	(4,801,497)	
Net	Capital	Budget	 $1,978,203	

	

																																																								
15	Tom	Landraf,	“Getting	Ready	for	Multifamily	Development:	Concepts	You	Need	to	Know,”	(Real	Estate	720	Presentation,	Madison,	WI,	
Nov.	2,	2017).		
16	Ibid.	
17	Ibid.	



	 7	

	

The	following	are	tables	that	show	what	would	happen	to	our	funding	given	different	
scenarios.	With	regards	to	not	receiving	LIHTC,	we	would	have	to	cover	the	gap	by	getting	
Dane	County	to	create	a	TID	for	us	and	also	finding	other	grants	or	loans.	It	would	not	be	a	
simple	task.	
	
Without	TIF	

Equity	 	
Gross	Cash	Equity	Required	 $415,423	
Tax	Incremental	Financing	 $0	
Net	Cash	Equity	Required	 $415,423	
Required	Cash	on	Cash	Return	 8%	
Cash	Thrown	Off	Required	for	Equity	 $33,234	
Debt	 	
Loan	to	Cost	Ratio	 80%	
Mortgage	Loan	 $1,582,562	
Loan	Fee	 1%	
Loan	Rate	 5%	
Loan	Term	 30	years	
Debt	Service	 $101,946	
	
As	outlined	above,	we	expect	a	majority	of	our	funding	to	come	from	tax	credits	and	other	
grants.	Our	lot	is	not	in	a	TID	so	we	did	not	include	TIF	financing	in	this	calculation,	which	
ultimately	increased	the	amount	of	equity	investment	we	need.		
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With	TIF		
	
Equity	 	
Gross	Cash	Equity	Required	 $415,423	
Tax	Incremental	Financing	 $395,640	
Net	Cash	Equity	Required	 $19,782	
Required	Cash	on	Cash	Return	 8%	
Cash	Thrown	Off	Required	for	Equity	 $1,583	
Debt	 	
Loan	to	Cost	Ratio	 80%	
Mortgage	Loan	 $1,582,562	
Loan	Fee	 1%	
Loan	Rate	 5%	
Loan	Term	 30	years	
Debt	Service	 $101,946	
	
If	we	were	able	to	petition	for	expansion	of	the	TID	to	cover	our	lot	then	we	could	receive	
around	20%	of	our	financing	for	TIF	which	is	calculated	above	as	$395,640.	This	reduces	
the	amount	of	other	equity	financing	we	will	need.		
	
	
	
	
Final	Rent	Distribution	
Residential	Unit	Analysis	 	 	

Average	Square	Feet/Unit	 Number	of	Units	 Per	Unit	Rent	
1000	square	feet	 50	 $557.21	(average)	
Rent	Distribution		 15	 $195	
	 25	 $390	
	 10	 $1,090	
	
From	our	front	door	model	(see	excel)	we	were	able	to	calculate	our	average	rent	per	unit	
required	for	our	50	units	to	be	$557.21.	Once	we	took	into	account	the	distribution	of	
apartments	to	affordable	housing	renters	and	market	rate	renters	we	found	the	30%	AMI	
renters	would	pay	$195	a	month,	the	50%	AMI	renters	would	pay	$390	and	market	rate	
renters	would	pay	$1,090.		
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Section	7:	Visuals		

Site	Map	–	Points	of	Interest	
This	map	shows	our	site	area	where	the	blue	star	is	along	with	important	services	nearby,	
which	our	tenants	will	rely	on.	Also,	the	proximity	to	some	of	these	services	are	helpful	to	
our	score	to	get	tax	credits	from	WHEDA.	
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Existing	Lot	Photos	–	Pre-Development	

These	pictures	show	our	vacant	site	with	a	Kwik	 trip	and	another	apartment	complex	as	
neighbors.	
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Architectural	Rendering	–	Our	Development	Plans	
The	below	pictures	represent	what	our	affordable	housing	will	look	like	inside	and	out.	Our	
first	floor	has	areas	set	aside	for	the	management	office	and	social	work	room.	

	
Site	
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													First	Floor	

	
	

Second	&	Third	Floors	
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Our	Population:	The	Homeless18	
The	following	picture	represents	our	population	because	it	shows	a	homeless	person's	
hand	holding	a	cup	and	receiving	money.	It	also	represents	our	LLC	we	will	create	to	
develop	affordable	housing	for	the	homeless	and	sell	our	tax	credits.	
	

	

Demographic	Information	on	Our	Population19	
There	is	about	one	homeless	person	for	every	one	thousand	Wisconsin	residents.	Most	
homeless	are	also	individuals.	This	visual	shows	the	need	for	affordable	housing.	

	
																																																								
18	Burdick,	Annie.	“Homeless,	But	Not	Helpless.”	The	Odyssey	Online,	The	Odyssey,	11	Nov.	2017,	www.theodysseyonline.com/homeless-
but-not-helpless.	
19	“The	2016	Annual	Homeless	Assessment	Report	(AHAR)	to	Congress.”	HUD	Exchange,	
www.hudexchange.info/resources/documents/2016-AHAR-Part-1.pdf.	
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Steps	to	Acquire	Housing	Assistance	in	Dane	County,	WI	
This	diagram	gives	a	rough	estimation	of	the	timeline	to	get	tax	credits	from	WHEDA	and	
build	our	development	after	closing	on	funding	needed	to	finance	our	project.	
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Prairie	Hills	Senior	Living	

4902	Eastpark	Blvd.,	Madison,	WI	

	

Section	1:	Introduction	

Prairie	Hills	is	an	affordable	senior	housing	project	located	in	the	American	Center	on	the	east	side	of	
Madison.		The	site	consists	of	29	acres	of	undeveloped	property	that	is	currently	used	for	farming.		We	
propose	to	split	this	parcel	into	three	areas.		These	other	areas	will	be	entitled	for	future	phases	of	
multi-family	and	mixed-use	development.		Our	proposed	senior	housing	development	consists	of	72	
apartment	units,	36	of	which	are	affordable.		Of	the	affordable	units,	a	portion	are	designated	to	be	
50%,	40%,	and	30%	of	Dane	County	median	income.		These	apartments	are	targeted	to	seniors	age	55+.		
The	project	will	provide	a	number	of	jobs	to	the	community	The	total	Capital	Budget	for	this	project	is	
expected	to	be	$22.8	Million	and	will	be	financed	with	40%	equity,	25%	debt,	and	35%	Low	Income	
Housing	Tax	Credits.	

	

Section	2	Urban	Economics:	

4902	Eastpark	Blvd.	is	located	in	the	American	Center	Business	Park	on	the	East	side	of	Madison	near	
Interstate	90/94/39	and	U.S.	Highway	151.		The	property	consists	of	27.5	acres	of	undeveloped	land	
along	Eastpark	Blvd.	with	visibility	from	I90/94/39.		Other	uses	in	the	American	Center	include	the	
following:	

• Accounting,	finance	and	real	estate	offices	
• Nationally	recognized	child	care	
• Design	and	construction	firms	
• Nationally	accredited,	post-secondary	educational	facilities	
• Food	and	beverage	establishments	
• High-quality,	upscale	hotels	
• Insurance	businesses	
• General	and	specialty	health	care	facilities	
• Car	rental	and	automobile	service	outlets	
• Personal	and	professional	service	offices	
• Convenience	mart	

	
Additionally,	UW	health	has	recently	opened	one	of	the	most	advanced	hospitals	and	wellness	centers	in	
the	country.		Services	available	at	UW	Health	at	the	American	Center	includes	surgical	specialties,	sports	
medicine	and	sports	performance,	classes	and	programs	for	your	body	and	mind,	orthopedic	services,	
cardiovascular	health	services,	clinical	services,	and	a	rehabilitation	hospital.			

Below	are	maps	of	the	different	uses	of	the	surrounding	buildings:	



	

	

	



	



Additionally,	the	site	is	located	on	City	of	Madison	bus	route	26	with	a	stop	at	the	southern	¼	of	the	site.		
This	bus	route	provides	service	weekdays,	weekends,	and	holidays.	

	

Section	3:	Loan	Considerations	

To	finance	our	development,	we	will	be	using	40%	equity,	25%	debt,	and	35%	LIHTC.	We	will	initially	be	
taking	a	two-year	construction	loan	at	a	rate	of	2.5%.	After	two	years,	we	will	pay	off	the	construction	
loan	with	a	30yr,	fixed	rate	loan	for	$5,711,805	at	5%.	This	gives	us	a	loan-to-cost	ratio	of	25%	and	a	36%	
loan-to-value	(using	a	7%	cap	rate)	on	the	permanent	loan.	We	assumed	that	our	land	cost	would	be	
$7.2m,	the	current	assessed	value	per	the	City	of	Madison	tax	collector.	Our	hard	costs	are	$9.25m,	this	
was	the	value	given	for	a	72-unit	development	project.	Our	soft-costs	are	16%	of	the	total	budget,	or	
$3.655m.	This	is	larger	than	the	initial	amounts	given	because	we	want	to	entitle	the	remaining	land	on	
our	parcel	and	include	our	construction	interest	reserves.	Lastly,	we	will	be	charging	a	12%	developer	
fee,	or	$2.74m.	This	is	in-line	with	normal	rates	for	similar	projects.	

Section	4:	Tax	Credits,	City/County	Grants,	TIF	Considerations	

To	finance	our	project	we	are	using	35%	LIHTC	which	results	in	$7,996,527.	To	obtain	the	low	income	
housing	tax	credits,	we	are	splitting	our	units	into	50%	market	rate,	and	50%	for	50%,	40%,	and	30%	of	
county	median	income	(CMI).	To	calculate	the	values,	we	took	average	pricing	and	square	footage	from	
similar	senior	housing	in	Dane	County.	We	came	up	with	the	average	size	of	studios	at	482sqft,	1	
bedrooms	at	565sqft,	and	2	bedrooms	at	928sqft.	The	market	rate	pricing	for	each	is	$1,650,	$2,250,	
and	$2,900,	respectively.	Our	unit	breakdown	is	12	studios,	48	one	bedrooms,	and	12	two	bedrooms.	Of	
the	12	studios,	25%	will	be	designated	for	each	mix.	Of	the	one	bedrooms,	26	are	market	rate,	eight	are	
50%,	seven	are	40%,	and	seven	are	30%.	Lastly,	of	the	12	two	bedrooms,	seven	are	market	rate,	two	are	
50%,	two	are	40%,	and	one	is	30%.	This	unit	mix	gives	us	a	Potential	Gross	Income	of	$1,389,660	which	
covers	our	Gross	Potential	Income	required,	$1,377,103.		The	tables	below	summarize	the	unit	mix	for	
this	development	and	the	target	pricing	for	each	affordability	level.	

Unit Mix Total Units Size (s.f.) 
Studio 12 482 

1br 48 565 
2br 12 928 

Table	1:	Unit	Mix	and	Size	

Market Rate Price 
3  $           1,650  

26  $           2,250  
7  $           2,900  

Table	2:	Target	Pricing	for	Market	Rate	Units	

	

	

	



50% CMI Rate 
3  $            825  
8  $         1,125  
2  $         1,450  

Table	3:	Target	Pricing	for	Units	Designated	as	50%	of	CMI	

40% CMI Rate 
3  $        660  
7  $        900  
2  $     1,160  

Table	4:	Target	Pricing	for	Units	Designated	as	40%	of	CMI	

30% CMI Rate 
3  $        495  
7  $        675  
1  $        870  

Table	5:	Target	Pricing	for	Units	Designated	as	30%	of	CMI	

Section	5:	Affordable	Housing	Development	Considerations	

There	are	a	number	of	risks	associated	with	our	development	project.	The	most	notable	is	costs;	we	
assumed	we	could	purchase	the	land	for	the	assessed	value.	We	also	assumed	our	construction	would	
only	take	two	years.	If	this	is	prolonged	for	any	reason,	we’ll	end	up	paying	more	in	interest	which	will	
increase	our	total	budget.	We’re	also	assuming	we’ll	be	able	to	obtain	35%	tax	credits.	If	the	costs,	or	
LIHTC	reward,	is	altered	in	anyway,	then	the	project	might	not	be	feasible.	On	the	operating	side,	we	
assumed	$4.75	psf	in	operating	expenses	and	5%	vacancy	loss.	If	either	of	these	are	increased	then	we	
might	not	be	able	to	cover	our	debt	service.	Perhaps	most	importantly,	we	assumed	that	we	would	be	
able	to	find	tenants	under	our	desired	unit	mix.	If	this	needs	to	be	changed	for	any	reason,	then	our	PGI	
could	decline	which	might	make	the	project	unfeasible.	

	

Section	6	Spatial	Feasibility	Analysis:	

LIHTC	Scoring	(120	total	points	required)	

1. Lower	Income	Areas	
No	points	awarded	
	

2. Energy	Efficiency	and	Sustainability	(32	points	max)	
• Sustainable	Design	 	 	 	 	 20	points	
• Public	Transportation	 	 	 	 	 4	points	
• Non-Smoking	 	 	 	 	 	 4	points	

Total	 	 	 	 	 	 	 28	points	
	
	
	



3. Mixed	Income	Incentive	(12	points	max)	
Number	of	Market	Rate	Units	 36	 	
Total	Units	 72	 50%	
Multiplied	by	0.80	 X	0.80	 40	

12	points	are	awarded	for	the	mixed	income	incentive.	
	

4. Serves	Large	Families	(5	points	max)	
No	points	awarded.	
	

5. Serves	Lowest	Income	Residents	(60	points	max)	
CMI	set-aside	
Percentage	

Number	of	Units	
@	CMI	

Percentage	of	
Total	

Multiply	Percent	
by	Factor	

Total	Points	

50%	 13	 18.1%	 X	0.86	 15	
40%	 12	 16.7%	 X	1.07	 17	
30%	or	lower	 11	 15.3%	 X	1.29		 19	

51	points	are	awarded	for	serving	the	lowest	income	residents	per	the	above	table	from	
WHEDA.	
	

6. Integrated	Supportive	Housing	(20	points	max)	
Designate	25%	of	units	as	targeted	housing	(veterans,	individuals,	etc.)	
25%	x	72	units	=	18	units	
18	units	x	0.75	=	13	points	
	

7. Rehab/Neighborhood	Stabilization	(25	points	max)	
No	points	awarded.	
	

8. Universal	Design	(18	points	max)	
18	points	awarded	by	tailoring	design	to	the	items	on	the	check	list	for	hand	rails,	accessible	
signage,	automatic	doors,	etc.	
	

9. Financial	Participation	(25	points	max)	
Our	project	does	not	receive	any	points	for	financial	participation.	

10. Eventual	Resident	Ownership	(3	points	max)	
No	points	awarded.	
	

11. Development	Team	(12	points	max)	
Our	development	team	has	extensive	experience	developing	and	operating	LIHTC	properties.		
Based	on	this	experience	we	will	receive	12	points.	
	

12. Readiness	to	Proceed	(12	points	max)	

Our	project	is	not	permitted	under	the	current	zoning.		Therefore	no	points	are	awarded.	

Our	site	is	awarded	a	total	of	134	points	on	WHEDA’s	LIHTC	scoring	system	satisfying	the	minimum	of	
120	points	required	by	WHEDA.	



Section	7:	Report	Visuals	

	

Demographic	Ring	Study	

	



As	we	see	there	are	currently	73,703	residents	in	the	surrounding	areas	above	the	age	of	55,	with	
another	large	group	following	in	the	45	to	55	age	range.	This	population	will	create	a	need	in	the	coming	
years	for	a	greater	amount	of	independent	and	assisted	living	facilities	in	the	greater	Madison	area.	

	

The	site	is	currently	served	by	the	City	of	Madison’s	Route	26	shown	in	purple.	Route	26	connects	the	
site	to	the	East	Towne	mall,	once	there	passengers	can	transfer	to	buses	that	allow	access	to	downtown	
and	the	rest	of	the	city’s	transportation	network.	



	

Existing	Site	

The	site	is	currently	occupied	by	a	cornfield	and	is	flanked	on	either	side	by	corporate	office	campuses.	
This	is	also	the	makeup	of	most	of	the	surrounding	areas,	with	new	development	slowly	taking	up	
farmland	as	the	city	grows.	



	

Proposed	Site	Uses	

The	site	is	a	29	Acre	Parcel	and	we	propose	to	split	this	parcel	into	three	distinct	areas.	We	will	retain	
the	upper	portion	for	the	low-income	senior	housing	development,	and	we	will	work	to	entitle	and	then	
sell	the	other	pieces	of	the	property	to	developers	to	create	further	housing	that	caters	to	other	
demographics	in	the	area	such	as	aging	baby	boomers	who	wish	to	downsize	but	are	not	yet	ready	for	a	
retirement	community.	We	will	also	incorporate	a	mixed-use	section	to	bring	daily	amenities	such	as	
restaurants	and	shops	to	both	the	onsite	residents	and	the	employees	in	the	surrounding	areas.	



	

Proposed	Senior	Housing	Parcel	

The	site	will	include	an	Independent	Living	facility,	a	fitness	and	wellness	center	catering	to	the	greater	
Madison	senior	community,	a	large	outdoor	green	space	with	walking	trails	and	a	small	lake,	and	parking	
to	accommodate	the	residents.	An	eventual	second	phase	with	a	future	assisted	living	facility	will	be	
planned	on	the	lower	portion	of	the	site.	

	

The	Prairie	Hills	Independent	Living	Facility	

	



	

Amenities	onsite	

To	provide	outreach	to	the	greater	Madison	senior	community	we	will	be	providing	a	wellness	facility	
that	will	be	open	to	all	seniors	in	the	area.	Through	this	we	hope	to	build	a	welcoming	community	onsite	
that	will	both	improve	the	wellbeing	of	the	local	residents	and	provide	a	great	network	for	the	
independent	living	facility	and	the	future	assisted	living	facility	onsite.	

	

Vision	for	the	Remaining	Portion	of	the	Parcel	



On	the	lower	portion	of	the	site	we	will	entitle	the	parcels	for	medium	density	residential	and	mixed-use	
development.	We	hope	to	spur	a	community	centered	on	this	mixed	use	area,	with	greater	access	to	
different	types	of	housing	onsite	that	will	span	across	the	rental	and	ownership	spectrum	in	a	walkable	
format	catering	to	both	first	time	household	formation	and	downsizing	of	baby	boomers.	
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Section 811 housing for adults with disabilities 
808 Lothe Street, Sun Prairie, WI 

 
 
SECTION 1:  Brief Introduction 
Goal: Provide an affordable, convenient and attractive housing for adults with disabilities. Our 
mission is to create a supportive housing community that maximizes the inclusion of disabled 
people into society. Due to lot size restrictions, our development team decided to choose a 
specialized/under represented target population. 
 
Target population:  According to the American Community Survey (ACS) completed by the 
United States Census Bureau in 2016, nearly nine percent of the population in Dane county has 
a disability. This accounts for approximately 45,000 persons.  Translated for the City of Sun 
Prairie, there are nearly 3,000 people in Sun Prairie living with disabilities. 
 
The target population must: 

• Meet functional and financial eligibility for Medicaid Home and Community-Based Waiver 
Services:    
AND  

• Be relocating from a nursing home or institution.    
OR  

• Provide documentation of the loss of housing or the substandard quality of such current 
housing.  

 
Section 811: 
The Section 811 Project Rental Assistance (PRA) program provides project-based rental 
assistance for extremely low-income persons with disabilities linked with long-term services.  
The Section 811 PRA program creates opportunity for persons with disabilities to live as 
independently as possible through the coordination of voluntary services and providing a choice 
of subsidized, integrate rental housing options. 
 
Program Eligibility Requirements: 
In order to occupy a Section 811 unit, a person must meet the following eligibility criteria: 

• Total Household Income must be at or below 30% of AMI 
• Medicaid recipient (determined by Medicaid number) 
• Disabled as defined for HUD 811 
• 18 or over and below 62 years of age at time of lease up 
• Not a lifetime registered sex offender 
• Not engaged in drug-related or criminal activity 

 
Tenant’s job opportunities and resources: Our project is targeting persons with disabilities; 
therefore employment data is not as pertinent to this project proposal.  
 
Number of units: 35 units, 1,000 square feet each,  
 
 
 
 
 
 



SECTION 2:  Site Characteristics 
 
808 Lothe Street 
Sun Prairie, WI  53590 
 
Owner:  Dane County Housing Authority.  Parcel:  081106499606 
 
Weaknesses:  

• No public transportation or parks less than ¼-mile 
• Small size—0.81 acres 
• Existing building (see Section 7 below) 

Strengths:  
• Healthcare Accessibility (see Map in Section 7) 
• School and Grocery Stores less than ¼-mile away 
• School district  
• Two abutting lots adjacent to Main St. corridor (both slated for redevelopment as part of 

TID 11 plan) 
• Potential for increased commercial development (not examined for this project) could 

lead to more tax increment for district 
 
WHEDA Scoring:  Awarded applicants are those who receive high scores in their designated 
category.  To ensure LIHTC projects are high quality developments, the QAP features fourteen 
scoring criteria.  According to David Ginger’s presentation, nearly 70% of available points are 
from categories highlighted in bold below.   
 
1. Lower Income Areas 
2. Energy Efficiency & Sustainability 
3. Mixed Income Incentive 
4. Serves Large Families 
5. Serves Lowest Income Residents 
6. Integrated Supportive Housing 
7. Rehab/Neighborhood Stabilization 
8. Universal Design 
9. Financial Participation 
10. Eventual Resident Ownership 
11. Development Team 
12. Readiness to Proceed 
13. Credit Usage 
14. Opportunity Zones 
 
Per WHEDA’s website, opportunity Zones are locations with income above the county median, 
low unemployment rates, high-achieving schools, and a high need for affordable housing. In 
addition, projects located near services like grocery stores, schools, hospitals and medical 
clinics, libraries, public parks, job training facilities, continuing education programs, and those 
that feature on-site resources like in-unit internet access and community room space, have the 
potential to score extra points.  Our proposed project has potential to score high in this category 
because we meet a majority of the criteria outlined in this category.  This project also has high 
scoring potential in the energy efficiency & sustainability, rehabilitation/neighborhood 
stabilization, integrated supportive housing, & universal design categories.  As noted in Section 
4, this proposed development is located in a blighted zone designated by The City of Sun 



Prairie’s TID 11.  Blighted zones are areas that are targeted for economic rehabilitation and 
neighborhood stabilization.  In addition, the Dane County Housing Authority currently owns this 
property; potential developers could partner with them—effectively eliminating the site 
acquisition costs—making the project more financially feasible.  Collaboration with the 
Wisconsin Department of Health Services and other federally funded agencies that assist those 
with disabilities are also advantageous relationships for this project.  These partnerships will 
help us score highly in the Financial Participation category. 
 
We expect to get most of the WHEDA points for Energy Efficiency and Sustainability section. 
We decided to design a green affordable housing complex. This type of construction has small 
first-cost premiums but reduces the maintenance and operating costs and improves the health 
and quality of residents—which is especially important for those living with disabilities. We will 
focus on energy and water efficiency. Energy efficiency will be achieved by paying special 
attention to building tightness, in addition of sealing ducts and pipes. This will reduce heating 
and A/C consumption. An air cycler ventilation system will be installed to increase the amount of 
fresh air introduced to the units. This extra initial investment can reduce annual electricity and 
gas costs by 40 percent. We will use native planting, low-flow faucets, showerheads and dual-
flush toilets. In addition, catch rainwater may be installed in the rooftop for irrigation and 
flushing. This can reduce the water costs around 20 percent. 
 
UW Health at The American Center, completed in August 2015, is a state of the art medical 
facility located on the east side of Madison.  This facility houses an emergency room, operating 
rooms, patient rooms, UW Health Clinics, Wellness Center, Community Kitchen, and state of 
the art sports/fitness/rehabilitation facilities.  Access and proximity to this facility is an integral 
part of our project; most of our potential tenants have significant health care needs so we expect 
to score highly in WHEDA’s Opportunity Zone category.

 
 
Google Images 2017 



 

[http://www.cityofsunprairie.com/270/Demographic-Economic-Data] 



In 2014, there were 77,3380 receiving a $805 monthly Supplemental Security Income 
benefits/month (pg. 39 and pg. 42). If they live independently they obtain an extra $83.79 (pg. 
49)   
 
Location: 
Sun Prairie is a suburb of Madison. It is the second largest city in the Dane county with a 
population of 31,213 inhabitants. The median household income is $65,652 (Page 15-Housing 
Needs Assessment 2015 Report (January 2015). Using data from 2005 to 2010 it can be 
estimated that 645 households make exactly 30 percent of the AMI. Also there are 105 units for 
households making less than 30 percent AMI. Therefore the affordable need gap is at least 540 
units. Sun Prairie has no municipal bus, but offers a Shared Ride Taxi service subsidized by 
grants for low-income citizens. Exceptionally, the service also provides daily shuttle service 
(8:30 am, 12:30pm, 4:30pm) to nearby East Towne Mall on the northeastern edge of Madison, 
where commuters can connect to the Madison Metro bus system. 
 
 
Section 3:  Loan Considerations 
 
Loan Amount: Our loan amount with a 80% LTV is $5,757,141 
 
Mortgage Rate: Typically 5%-5.5%. We used 5% for our primary mortgage. 
(Per David Ginger Lecture at WSB, Oct. 31, 2017) 
 
Loan-to-Cost Ratio: 80% (Maximum 90%) 
(Per Karyn Knaack Lecture at WSB, Nov. 7, 2017) 
 
Amortization Period: 30 years 
(Per Karyn Knaack Lecture at WSB, Nov. 7, 2017) 
 
 
Section 4:  Tax Credits, city/county grants, TIF Considerations 
 
Map obtained from Annual Tax Increment District Report—TID No. 11 issued on May 1, 2017.  
This map represents a proposed blighted district, approximately 70 acres in size located in the 
West Main Street corridor.  TID 11 represents an area that has a negative incremental value 
due to successive years of economic depreciation in property values resulting from the Great 
Recession.  The blighted area presents a significant impediment to investment in 
redevelopment; with the creation of the TID, the City of Sun Prairie projects that additional land 
and improvements value of approximately $38 million will be created as a result of 
redevelopment (City of Sun Prairie, 2017).  Our TIF calculation can be seen in greater detail in 
our spatial feasibility analysis spreadsheet.  We chose 75% Potential TIF dollar amount 
because our project fits exceptionally well into parameters set by the City of Sun Prairie for TID 
11.  
 
 



 

(808 Lothe St. Property with Existing Building highlighted in Yellow) 

Tax Credit Math 

LIHTC allocations are based on three key numbers: 

A.  Eligible Basis (similar to Depreciable Basis) 

B.  Applicable Fraction (% of a property that is affordable) 

C.  Credit Rate (typically 9%; 4% for acquisition) 

A*B*C=Maximum Annual LIHTC 

(Per David Ginger Lecture at WSB, Oct. 31, 2017) 
 
808 Lothe St. Tax Credit Math 
 
A. Eligible Basis of Capital Budget: $9,285,711 
 
B. 25% of units are Section 811, (75% of units are Market Rate Rent) 
(Per WHEDA, Section 811 PRA will not be allocated to more than 25% of the total units of the 
Project) 
 



C. 9% (Per Spatial Feasibility Analysis provided by Tom Landgraf, & David Ginger Presentation 
at WSB, Oct. 31, 2017) 
Maximum Annual LIHTC (per calculation in Cell Q29): $2,089,285 
 
 
Section 5:  Affordable Housing Development Considerations 
 
With a focus on disabled tenants, the property will have the necessary accommodations for 
disabled tenants, including wider hallways, elevators, accessible kitchens and bathrooms, and 
other ADA-recommended amenities. Public/shared spaces will, necessarily, be limited, due to 
the lot size and shape. Builds and finishes will be more expensive, because it is more expensive 
to build with a focus on disabled tenant.  
 
The property manager will need to be able to provide the necessary additional services that 
come with having disabled tenants. Because the property is not located on a bus line, in order to 
attract tenants, property management should own and operate a small fleet of vehicles to 
provide for tenants needs. Management can maintain a calendar for transportation or provide 
transportation on a per-request basis, depending on costs and needs of the tenants. The 
management could also consider contracting with one of several area van share or rideshare 
companies. Fortunately, grocery, pharmacy, and basic needs services are all quite close. 
Ambulatory tenants will likely be able to be able to do most shopping without the use of a 
vehicle. 
 
Providing transportation services, along with the ADA-compliant and sustainable building 
design, will help in the WHEDA scoring process. 
 
 
Section 6: Spatial Feasibility Analysis  

The spatial feasibility analysis is the cumulative model of the inputs discussed in the previous 
sections. In this section, financial inputs were used to create the necessary NOI figure to be 
able to service our equity and debt obligations with and without tax incremental financing. This 
NOI figure was then used to find the rent required per sq. ft. per year to be able to meet the 
required NOI for our debt and equity obligations along with a comparable vacancy rate for the 
subject development project. The detailed inputs for the construction budget can be seen on the 
attached excel file, however there were some inputs that were unique to the subject property. 
The acquisition price for the property was taken from a 2014 sale per the Sun Prairie Assessor’s 
Office at $590,000 and was inflated at a rate comparable to similar properties in the area to 
$654,431. Currently there is a building on the subject property, so an expense related to 
demolition of the current building was added to the capital budget. We are assuming that based 
on applicable point scoring, our project will qualify for the 9% tax credit. Per the calculation in 
section 4 and shown in detail in the spreadsheet, our tax credit equity came out to $1,942,038. 
Taking the loan assumptions from section 3, the annual debt service for our permanent loan is 
$378,455.  

 
 
 
 
 



SECTION 7:  Report Visuals Map  
 

 
Please click link below to see detailed Google Map—808 LOTHE ST IS BLUE HOUSE ICON 
 
 
https://drive.google.com/open?id=1zm8EDUNVhHleMJdX3qtiBz4n5O-P3Cnw&usp=sharing 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



2. Photos of existing building(s) 
 

 
 
Existing Building--View from Lothe St—looking towards Bird St 
 
 

 
Existing Building--View from Lothe St 
 



 
Rear of existing apartment structure 
 
 

 
Rear of existing apartment structure including parking accommodations 



 
View from rear of existing building—vacant lot adjacent to Main St.—THIS LOT ALSO INCLUDED IN TID 11 
 
 

 
Second vacant lot abutting existing building—adjacent to Main St.—THIS LOT ALSO INCLUDED IN TID 11 
 



3. Drawing/rendering 
 
The project has been modeled using Autodesk Revit. The common areas will be allocated in the 
first floor and the apartments will be allocated in the second and third floor. As can be seen, the 
parking space is limited because most of the residents, if not all, will not be able to drive. Most 
of the first floor walls will be curtain walls in order to maximize the sunlight and reduce the 
electricity costs.  Integrated housing features are pictured in Section 4 below. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



4. Photos that represent the actual situation—Per ADA guidelines, Section 811 housing 
accommodations require several considerations, including but not limited to: 

• Wheelchair accessible (lowered kitchens, counters, and sinks, widened doorways (30 
inches) 

• Level Door Handles 
• Grab Bars 
• Wheel-In Showers 
• Raised Electrical Outlets 

 
 

 
 
Integrated Housing Features 

 
 



 
 

 
(Google Images, 2017) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



4. Demographic information on your target population  
The following graphs describe the demographic characteristics of the people with disabilities in 
Dane county. They were created by the authors based on a study from The American 
Community Survey (ACS) produced by the U.S. Census Bureau. The original data is a rolling 5-
year average from 2011 to 2015. The graphs break the disability status by race, age and 
disability type in Dane County. It is useful to note that the third graph indicates the percentage 
and number of people that have a disability without considering that one same person may have 
more than one disability. Therefore, the sum of the percentages does not necessarily equal 100 
percent. As can be seen, the most probable tenant will be white, 35 to 64 years old and 
suffering ambulatory and/or cognitive difficulties. 
 

 

 



 
6. Diagram that explains steps required to obtain housing assistance in Dane County 
 
The following diagram displays the approximate dates for each of the steps in the housing 
assistance process. It was constructed based on the information provided by the guest 
speakers. We will apply for the section 42 tax credits before the 8th of December, and the 
resolution will be published on February of that same year. Then, it will take approximately nine 
months to sell the tax credits. The land approvals will take another two months and finally the 
construction will be completed after nine more months. In total, the entire process will take 
nearly two years. 

 
 

 

 

 

WHEDA	
Application	(8th
Dec.	2017)

Resolution	
(Feb.	2018)

Sell	tax	credits	
(Feb.2018	–
Oct.2018)

Land	Approvals/	
Neighborhood	

Zoning	(Oct.2018	
–Jan.2019)

Construction	
(Jan.2018-
Sept.2019)



Risk Analysis 

Tax Reform and Affordable Housing 

In October 2017, Freddie Mac issued a report indicating that affordable housing to very low-
income Americans dropped by more than 60% over a six-year period (from 2010-2016).  While 
the proposed tax reforms—expected to cut the corporate tax rate from 35% to 20%--don’t 
directly affect the Low-Income Housing Tax Credit (LIHTC), there are likely unintended 
consequences for the affordable housing industry. 

 

According to a memorandum issued by WHEDA last December following the Presidential 
elections, uncertainty amongst developers and financiers regarding turmoil in the LIHTC equity 
market caused significant funding gaps and delayed closings for properties with LIHTC 
allocations.  According to David Ginger, Commercial Lending Product Manager for WHEDA, the 
increased likelihood of corporate tax reform led to a significant decline in LIHTC pricing in late-
2016.  Pricing reductions of $.10-$.12 were common; as of late 2017, LIHTC pricing in 
Wisconsin fell to an average of $.91. This drop in pricing was partly driven by the expectation of 
falling tax liabilities; large corporate investors that typically buy LIHTC tax credit are expecting to 
require less offsets to their tax liabilities as a result of the potential decrease in the corporate tax 
rate from 35% to 20%.  This pricing volatility coupled with an already decreasing national trend 



in LIHTC funded projects poses a significant risk to future affordable housing developments.  
These risks need to be appropriately analyzed by potential developers. 

 

Section 8—Works Cited 

 



	

Homelessness and Housing Affordability 
4084 Mueller Rd., De Forest, WI 

	
Section 1: Brief Introduction 
The Housing Needs Assessment by Dane County and Municipalities shows that in Madison there 
exists a huge gap in affordable housing supply and demand of 7,425 households at 30% AMI, 
and a gap of 3,795 households at 50% AMI. This huge gap implies the city requires more supply 
for the affordable housing. In this project, we are planning to develop two 3-story buildings with 
50 affordable housing units at the southwest corner of Windsor Road & N Towne Road in village 
of Windsor.  
 
The village of Windsor has plenty of job opportunities in manufacturing, distribution, food 
processing, retail, service and farming. The site is also a good spot of living giving to its good 
location with convenient accessibility to highways, groceries, schools, clinics and community 
centers.  
 
Our financing plan of the project will be focus on the tax credits, loans from non-profit lenders 
and equities. According to our finance model, we are able to build 40 units to serve 30% AMI 
families and 10 units to serve 50% AMI families. The feasible required rent is 86% of these 
families rent limits. 
 
 
Section 2: Urban Economics 
 
Location 
The site is located at the corner of Windsor Road & N Towne Road, in Village of Windsor, 4084 
Mueller Rd., De Forest, WI 53532. 
 
De Forest-Windsor is due north of Madison, along Interstate 39/90/94, the main connection 
between Chicago, Illinois, Milwaukee, Wisconsin, and the Twin Cities of Minneapolis and Saint 
Paul in Minnesota. The De Forest-Windsor area is 12 miles from the Madison Capital. Our site is 
located next to the existed housing community, so it will be convenient for tenants to live. 



	

 
Our Site 

 

 
Adjacent property 



	

 

 
 
Population 
Now, the population of Windsor is approximately more than 6500. Roughly half of Windsor’s 
population is between the ages 20-54, which is true for the County and all compared 
municipalities. 27.0% of the population is between the ages of 0-19, while 25.5% of the 
population is older than 54 years. 
 
Maximum Urban Service Area residential density should not exceed 5 dwelling units per gross 
acre for the entire area. it will not be crowd which will provide comfortable environment for 
tenants. 
 
Our tenants can enjoy a quiet and comfortable living here. 
 
 
 



	

Work opportunities for our tenants 
The Village of Windsor is an excellent place to locate a business in the region as employers have 
access to a highly skilled and well-educated workforce, convenient access to the highway 
system, freight carriers, and Dane County Regional Airport. In addition to access and visibility, 
this is a major factor in terms of attracting retail and service providing businesses. And, one of 
the Village’s largest industries and a major component of its economic base is farming. 
 
So, there are significant numbers of work opportunities for our tenants. They can easily find a job 
in retail, service and farming. 
 
In the Village of Windsor, of those in the civilian labor force, unemployment rate is 4.7%. 
This low unemployment rate will contribute a high LIHTC Scoring. 
 
Public Transportation 
The Village of Windsor is located in Dane County, Wisconsin. The Village currently shares 
borders with the City of Sun Prairie, Village of DeForest, and the Towns of Burke, Bristol, Vienna, 
Westport, and Leeds (Columbia County). The Village is also in close proximity to the City of 
Madison. Major transportation arterials located within the Village include: Interstate 39/90/94 
(crosses the southwest corner), U.S. Highway 51 (runs north-south through the Village) and STH 
19 (borders the Village’s southern edge). 
Highway 51 

  



	

 
Currently, there are no bus stations or metros around our site. So, our tenants have to drive to 
work. We will build parking lots to meet the demand of transportation. Also we will consult the 
director of Windsor development administrative office to set up a park and ride pool for our 
property. 
 
Access to Grocery Stores 
There is a big grocery store -Windsor Market, and some small stores on the west side of our site. 
It’s easy to get to these grocery stores, only takes several minutes to drive. 
 
Type of Neighborhood 
The land east of U.S. Highway 51 is primarily productive agricultural land with residential 
development near the City of Sun Prairie and the Token Creek. Much of the area south of the 
Village of DeForest and west of U.S. Highway 51 is suburban and contains a mix of housing 
types and neighborhood commercial. More intensive commercial and business park development 
is located near the I-39/90/94 interchange and along State Highway 19. It will be easy to work 
and convenient to live in this area. 

 
 
 



	

Access to Schools 
All of the Village of Windsor is included in the DeForest Area School District. The majority of the 
students in this district reside in the Villages of DeForest and Windsor, though the district serves 
a portion of six other communities in a 100 square mile area. 
Schools in the district include: 

• Elementary School (grades 1-4) 
• Get Together for Kids (GTFK - 4-Year Old Kindergarten) 
• Yahara Elementary School 
• Windsor Elementary School 

 

 
• Morrisonville Elementary School 
• Eagle Point Elementary School 
• Middle School (grades 5/6 and 7/8) 
• DeForest Area Middle School 
• High School (grades 9-12) 
• DeForest Area High School 
• New Reflections High School Alternative Program (grades 10-12) 

 
The District has completed an enrollment and facilities study to address space and operational 
needs for the next 10 years with a referendum held in April 2015. The $41 million referendum 
passed which will increase elementary school capacity by 350 students and includes the 
following planned improvements:  



	

• Build a new Eagle Point Elementary on the existing site  
• Build a major addition and remodel Windsor Elementary School  
• Address safety needs at Yahara Elementary  
• Improve and expand space for STEM at the Middle and High Schools. 

 
Commuting time to potential work centers 
82.5% of the working population in the Village of Windsor commutes (driving alone) to work in an 
automobile. The mean travel time to work in the Village of Windsor is 24.0 minutes. It is not very 
short, but still acceptable. 
 
Common destinations 

• Windsor fireman’s park 
• Windsor united church of Christ 
• Windsor/DeForest Community Boys Baseball League 
• Windsor Elementary School 

 
Weaknesses and strengths of the site 
The site is at the corner of two roads. The benefit is it will be convenient for tenants to commute. 
And it will not be noisy because there is not so much traffic currently. 
 
It is on the east side of Village of Windsor, closely near the crowd. But except the west side, 
there are all raw land around it. The benefit is it will be very quiet to the tenants in our apartment, 
but there is also disadvantage that it will be some distance to the center of the village. 
 
It is also residential housing around our site. So, there may not be rejections from the 
neighborhood if we build an apartment here. But because it is affordable housing type, there still 
may be some voices of refusing. 
 
Land price 

 



	

 

 

Average land price is $181,210/acre. 
 
Impact on the financials 
Right now, the site is not in the TID. 

 

For LIHTC of WHEDA, our project meets those of the fourteen scoring criteria: 
1. Mixed Income Incentive. 
2. Serves Lowest Income Residents: developments serving households with 50% AMI and 

30% AMI. 
3. Integrated Supportive Housing: developments intending to provide supportive services to 

veterans, individuals, and to families who may require access to supportive services to 
maintain housing. 



	

4. Universal Design: accessibility features. 
5. Readiness to Proceed: permissive zoning in place for the proposed development. 
6. Opportunity Zones: Our project zone is location with income above the county median, 

low unemployment rates, high-achieving schools, and a high need for affordable housing. 
And, it is located near services like grocery stores, schools, hospitals and medical clinics, 
public parks. 

 
 
Section 3 Loan Considerations 
Cinnaire or the similar non-profit lenders can offer the various kinds of loans as below for distinct 
stages or purposes of using: 

• Predevelopment loans 
• Short-term loans for acquisition of affordable multifamily properties and partnership 

interests 
• Permanent mortgage loans 
• Community facility financing 
• Bridge loans 
• Construction loans (Not normal financial product) 

In our project, we plan to apply an acquisition loan and a predevelopment loan at early stage, 
than a permanent loan after completion. 
 
With regards to the Permanent Mortgage Loan, Cinnaire provides 18-year term with 30-year or 
35-year amortization with current rate is 5.75%. They have some detailed requirement about the 
occupancy for fist 3-mouth and the LTV would be around 80%. 
 
Section 4 Tax credits, city/county grants, TIF considerations 
The Low-Income Housing Tax Credit (LIHTC) program was created in 1986 to encourage private 
investment in the development and rehabilitation of rental housing for low- to moderate-income 
families, seniors, and persons with special needs. LIHTCs are governed by Section 42 of the 
Internal Revenue Code and corresponding Federal Regulations. The Federal government 
allocates LIHTCs to each state according to a population-based formula. At the state level, 
Housing Credit Agencies administer the LIHTCs to owners of housing developments according to 
their state Qualified Allocation Plan, which must meet Federal guidelines. 
 
LIHTCs are used by developers to achieve lower rents that are affordable for low- and moderate-
income households. Many LIHTC properties also include market-rate units that are available to 
households regardless of income. 
 
LIHTCs are neither a grant nor a loan; they are Federal tax credits that are used to offset income 
tax liability. The owner of a housing development uses the tax credits to generate an equity 
investment in the property. The equity investment reduces the amount of lending, and monthly 
debt service, needed to finance the development. Lower debt on the property allows the owner to 
charge lower monthly rents. 



	

The developer can convert the tax credits into equity in one of three ways: (1) claim the tax 
credits directly against their own income tax liability; (2) sell the tax credits to an investor in 
exchange for capital, or equity, for development or rehabilitation of the housing; or (3) sell the tax 
credits to a syndicator who bundles tax credits from different developments and then sells them 
to investors. 
 
LIHTCs are awarded by WHEDA to housing developers through a highly competitive process. 
Applicants must meet certain threshold requirements to be considered for the program. Priority is 
given to developments which will serve the lowest income families and remain affordable for 
longer periods of time. WHEDA’s scoring process, detailed in its Qualified Allocation Plan, is 
updated annually to reflect current market and economic conditions. 
 
As a threshold for eligibility, LIHTC developments must remain affordable for a 30-year period. 
Developments must also meet one of two thresholds for occupancy. At least 20% of all units in a 
development must be reserved for households at or below 50% of the area median income, or at 
least 40% of all units must be reserved for households at or below 60% of the area median 
income. 
 
LIHTC allocations are based on three key numbers: 

A. Eligible Basis (similar to Depreciable Basis) 
B. Applicable Fraction (% of a property that is affordable) 
C. Credit Rate (typically 9%; 4% for acquisition) 

In general, (A * B * C) equals the maximum, annual LIHTC amount that could be allocated to a 
property. We will apply for the 9% competitive tax credits since we are a new development. 
 
Most affordable housing development will also try to use TIF. TIF is based on a portion of the 
annual property tax on the owners of tax return. Tax increment refers to the increase of the 
amount before and after the real estate development and the amount of money after 
development. Developers take risks and invest in tax rebates to pay for operating expenses. Our 
development is not in the TID, which means that we are not eligible for the money.  
 
Other financing sources include The Federal Housing and urban development (HUD) continuous 
care program (CoC). Under the CoC Program interim rule, eligible applicants consist of nonprofit 
organizations, State and local governments, instrumentalities of local governments, and public 
housing agencies. An eligible applicant must be designated by the Continuum of Care to submit 
an application to HUD for grant funds. The Continuum's designation must state whether the 
Continuum is designating more than one applicant to apply for funds, and if it is, which applicant 
is being designated as the Collaborative Applicant. A Continuum of Care that is designating only 
one applicant for funds must designate that applicant to be the Collaborative Applicant. For-profit 
entities are not eligible to apply for grants or to be subrecipients of grant funds. 
 
The five program components that can be funded through the CoC Program are listed follow. 

• Permanent Housing 
• Transitional Housing 



	

• Supportive Services Only 
• Homeless Management Information System 
• Homelessness Prevention 
• The eligible costs of CoC program included: 
• Acquisition 
• Rehabilitation 
• New Construction 
• Leasing Costs 
• Rental Assistance Costs 
• Supportive Service Costs 
• Operation Costs 
• HMIS Costs 
• Project Administration 

" Dane County Community Development Block Grant (CDBG) " and "HOME investment 
partnership program" may also probably provide additional funding for the development project. 
Among all this funding options, we will focus on application for the 9% tax credits award. 
 
Section 5 Affordable Housing Development Considerations 
The parcel is now a bare site with current assessed land value 0. (“Dane County Land 
Information Council”). From the recent site transaction data (“Village of Windsor Wisconsin”), the 
average land value in this area is $181,210/acre. Also, we are informed by the director of 
planning/zoning administrator that the site was sold for $522,720 ($6.00 per square foot) in 2016 
with no entitlements. The transacted value is the most updated and closed value to the site’s 
market value. So the $522,720 is a reasonable market price for our site. 
 
The transportation is very convenient by car, since the site is located 200 meters to the entrance 
of US highway 51, only 20 minute drive to the Capital. However, the public transportation needs 
improvement for the tenants who work at Madison city center. This will probably cause a 
negative impact to its occupancy. We recommend to establish a share drive program such as a 
park and ride pool in the property to help the tenants’ requirement for daily transportation. 
 
The location of the site is great for our tenants living. There are plenty of services providers 
nearby such as grocery stores, schools (from grades 1-12), community centers, clinics and etc. 
We will also be providing on-site 24/7 mental and physical care in our property. These services 
will contribute to our WHEDA LIHTC scoring. 
 
Since out site is not in the TID, the tax credit award becomes most important for our project. The 
9% tax credits award is very competitive in Wisconsin. Demand typically exceeds supply by 
2:1(“David Ginger from WHEDA”). If we do not receive the tax credit, the project is difficult to be 
closed. 
 
The debt finance is also an uncertainty to the project. We assume to obtain a loan of around 
$1.12Mn, 80% LTV for the budget after the tax credit equity. This amount may be a combination 
of Acquisition Loan and Predevelopment Loan. (“Cinnaire”) 



	

Section 6 Spatial Feasibility Analysis 
Our site is a 2-acre parcel in Windsor Village. Its land cost is $522,720. We plan to build 2 three-
story buildings with 50 affordable 2-bedroom units. The construction cost is estimated 
$126/square foot. (“Matt Watchers”). The developer fee is 10% of the construction budget 
(“David Ginger from WHEDA”). The total capital budget is $9,322,720.  
 
For the financing, we will apply a 9% tax credits equity for up to $7,920,000. Regarding the rest 
of capital, we will apply an 80% LTV combination loan of acquisition and predevelopment at early 
stage and a permanent loan with 5.75% interest and 30-year amortization (“Cinnaire”) after 
completion. The loan amount is $1,122,176. The rest of the capital budget is fulfilled with equity 
of $294,571 with required cash on cash return 8%. Initially, we do not include the TIF in our 
financing source since our site is not in the TID. If we would able to let County of Dane to create 
a TID for us, we could have a TIF amount of $167,677 at 100% of increment. That will decrease 
our equity amount to $126,894. Tax credit accounts for a major percentage of our capital budget. 
Although we are confident with our WHEDA scoring, if we could not get the tax credit, we have to 
search for capital from other grants or loans to make the project feasible. 
 
The operating expense is $3,000 per unit per year and the vacancy rate is 12.75% due to the 
property’s distance from city center, the normal turnover from personal issues, medical problems, 
and individuals passing away. 
 
The average monthly rent required for this project is $534 per unit. According to this minimum 
requirement, we design the unit distribution to households of 50% AMI and 30% AMI. From the 
Housing Needs Assessment by Dane County and Municipalities competed in January 2015, the 
household median income of family of 3 persons (our target tenants) are as followed: 

 
 
Based on the data, we can have 20% of our units to serve the 50% of AMI families and 80% of 
our units to serve the 30% of AMI families. The rent can be 86% of the rent limit to meet our 
feasible requirement. 

 
 
The rent for the 50% of AMI tenants can be $785 per unit per month. The rent for the 30% of AMI 
tenants can be $471. This unit distribution plan includes more 30% of AMI family tenants in our 
property, which will increase our WHEDA score. 
 
 
 

Familiy of 3 Persons Income Limit Rent Limit
80% of AMI 57,550 1,439
50% of AMI 36,400 910
30% of AMI 21,850 546

Units Distribution Units Units % Rent Rent % of limit
50% of AMI 10 20% 785 86%
30% of AMI 40 80% 471 86%
Average Monthly Rent 534



	

Section 7 Report Visuals 
1. Location Map 

 
 

2. Photo of the site 

 



	

 
 

3. Property design 
2 3-story buildings 
25 unit/building * 2 = 50 Unit 
1st Floor: 7 units 
2nd Floor: 9 Units 
3rd Floor: 9 Units 
72 parking spaces 

 
 
 
 
 
 
 
 
 
 
 



	

Property design 

 
 
First floor design 

 

 
2nd and 3rd floor design 

 

1st Floor has 2 places, one is management office and the other is laundry room. 
 
 
 
 



	

Unit Design 

 

 



	

4. Steps required to obtain housing assistance in Dane County 

 
 

5. Demographic information on the target population 
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CROSS PLAINS SENIOR HOUSING  
1601 Bourbon Road 

 
Section 1:  

Our goal is to create 50 affordable housing units on the 2.3 acres located at 1601 Bourbon Road. 
Our target population is seniors over 65 for a senior housing facility. Throughout the Village of Cross 
Plains, there are 3,538 people. As of 2016 , it is estimated that the population is 531,273 and the 
percentage of people 65 and older in Dane County is 12.8%. The main resource for our senior facility is 
Northwest Dane Senior Services, located on the same street, 1837 Bourbon Road. Because of the great 
area of Cross Plains, many retired seniors would live in our development. The Northwest Dane Senior 
Services is part of a regional service and is looking for new partners. There is no need for job 
opportunities since our target is seniors who are most likely retired. However, if a senior was seeking part 
time employment, the Village of Cross Plains has many opportunities for seniors to get involved in a job. 
For example, a job opportunity could be working at the nearby grocery store, Piggly Wiggly, or the 
nearby coffee shops downtown. Another source of a job would stem from the opportunities that would be 
available to volunteer and work within the senior care facility. For example, seniors could work certain 
shifts, such as running the bingo table or different activities within the common areas to keep them active 
and busy part time. As the target is seniors, we anticipate most of the seniors have jobs or will be in need 
of a part time employment opportunity to supplement their income. 

For our development, we aim to have one large common space with multiple seatings areas for 
the seniors to have the liberty to engage in an array of activities. For example, the amenities in the 
common space will include multiple televisions, a projector, tables for cards and a snack area to eat in. 
The main priority of the amenities in the common area is to allow the seniors to socialize and encourage 
continuous stimulation for them. 

Our site is 2.3 acres of vacant land, parcel number 070703297401, located to the left of the Cross 
Plains Fire Department. It is off of Main Street and located in a neighborhood with families, restaurants 
and businesses. Although it is close to a playground and pre school academy, there is a huge demand for 
an affordable housing project for seniors.  

Our proposal begins with the budget site acquisition cost, $390,000. The residential area is 50,000 
square feet, which comes from 50 units, 1,000 square feet each. The hard costs and community space area 
is 12,000 square feet. We included $1,000,000 of services in the budget, $100,000 per year for 10 years to 
provide services to the seniors. The tax credit equity is 60% of the total budget. The mortgage loan is 80% 
and is the difference between the total budget, the city grant and tax credit equity. The TIF calculation is 
the difference between old and new property taxes. Lastly, NOI is debt service and the equities required 
return together.  

Residents of affordable units must earn below 60% of the County Median. We have 15 units at 
30% of CMI, 15 units at 50% of the CMI, and 20 units at 80% of the CMI. Using Cross Plains HUD 
rental assistance income limits, our yearly rental income is projected to be $557,578.13. The rent per unit 
is projected to be $953.13 per month which is considered to be the averaged rent in order to break even 
and make the project feasible. Since that is greater than the average $832 monthly average rent which is 
required, the project is therefore feasible. Because our averaged rents are higher than our costs, it is 
financially feasible. Given our sources of financing and how much we have to pay in debt service, that is 
the minimum we have to charge. The tenants spend 30%  of their yearly income which is $20,450. 
Tenants whose income is $34,100 spend 50% of their CMI. Lastly, tenants whose income is $54,400 
spend 80% of their income.  
 

According to the village administrator, Caitlin Stene, the Village of Cross Plains only has one 
active TIF District currently has only had one district at a time in recent history. TID #3 was established 
in 2008 as a rehabilitation/conservation district. Therefore, all TIF projects in the Village are contained to 
one district thus we have not considered the role of expanding to make our project more feasible because 
we would not be able to apply for expansion into a bigger TIF district 



 
Section 2: 

Overall population of our site is 3,538 consisting of 97.71% Caucasian, 0.29% African American, 
0.16% Asian. The population density is 2,088 (per sq. mi), which is 1889% higher than the state of 
Wisconsin (105 per sq. mi). It is expected to have an increasing number of population for the people over 
65 years old, resulting in a higher demand for social services, more retirees living on a fixed income. 
According to the village administrator, the village is in demand for senior housing. Therefore, our project 
is likely to benefit the Village of Cross Plains in the future.  

The overall crime rate in Cross Plains is 69% lower than the national average. For every 100,000 
people, there are 2.42 daily crimes that occur in Cross Plains, and it is safer than 80% of cities. The site is 
located in a peaceful environment, a neighborhood of mid- income housing.  There is a park across the 
street, a child care center one block away, school buses pass the site; grocery shops, fast food chains, 
pharmacy (Walgreens) are easy to access; about 3-4 blocks away from the site. According to our village 
administrator, they are “lucky to be in the Middleton Cross Plains School District.” Proximity of schools 
definitely helps, allows us to get more points for scoring. Many families, a friendly built up 
neighborhood. This is a positive because the neighborhood can build a good community, and help each 
other out in a lot of different ways. We can also do partnerships with kids and seniors. The village 
administration is planning on developing pedestrian roads and sidewalks allowing residents easy access to 
convenience stores.This is a very positive development, and gives a good scoring. Another factor that 
results in a high score is the future demand for senior housing as the baby boomers are coming.  

The number of housing units increased more than 150% from 1970 to 2006, with a median home 
price $236,100, which is 42% higher than Wisconsin. Median income is $74,104, that is 41% higher than 
Wisconsin. Most of the income comes from the salary (86%), investments (33%), social security (23%), 
and retirement income (18%). The housing units are expected to increase. The total labor force has 
increased by 9.5% over 10 years (1990-2000), and is still increasing. Since our focus is on seniors, there 
will not be a high demand for employment.  

The home price to income ratio is 3.2 (1% higher than Wisconsin). In terms of public 
transportation resources near our site, there are no bus lines in Cross Plains. It is a vehicle centric 
community, meaning one must have a car and have access to a car. This can be viewed as the biggest 
downside, and impacts our scoring. However, because our target is seniors, we expect them to have a car 
and don’t expect to have a high demand in public transportation. Moreover, with the expected increasing 
number of employees working outside of town, there will be a higher demand for transportation 
infrastructure, resulting in a high possibility of developing public transportation in the future.   
     

The land use of Cross Plains is mostly for agricultural. It has a large gravel extraction site, several 
quarries, a landscape contracting business, a trailer manufacturing facility, and several taverns within its 
boundaries. We anticipate the employment related to all these activities will continue at its present level, 
and provide employment in the town. Overall, our site characteristics are going to positively impact the 
financials of our project and lead to a high score because we are providing services for seniors in the 
community. According to a real estate sales website, the acquisition cost for the land is $390,000 
(https://www.realtor.com/realestateandhomes-detail/1601-Bourbon-Rd_Cross-
Plains_WI_53528_M70832-29191). Our site is in the Tax Incremental District #3, and because of the 
positive aspects of our site, we expect a high score from WHEDA. It’s possible for a TIF district to be 
amended up to four times by state law. According to Caitlin Stene, the Village of Cross Plains TIF district 
has had an amendment in 2011 and 2013.  
Section 3:  

Many projects use construction loans instead of permanent loans. Construction loans are usually 
interest only and are converted to permanent loans when the property is leased and starts receiving rental 
payments. Our project opted for a permanent loan instead of a construction loan because most of our 
construction costs are covered through tax credit equity and the city grant. 



Attaining a permanent loan from a bank is usually the primary source of funding for most 
developments. Typically, permanent loans finance about 80% of the budget. In affordable housing, tax 
credits, city grants and TIF financing reduce the permanent loan amount. During one of our classes, 
David Ginger mentioned that in affordable housing developments, permanent loans finance about 20-25% 
of the budget.  

For our development, the permanent loan is $2,223,556 and finances 20.3% of the total budget. 
Our loan has a 25 year term that is fully amortizing and pays 5% interest monthly with a 1.25% loan fee. 
The loan fee accounts for any closing costs associated with the loan, including legal fees or origination 
fees. The $155,984 in annual debt service is calculated by multiplying the monthly payments by twelve. 
The interest payments on the loan will be paid back with the rental income our development generates. 
 

Section 4:  
A tax credit is a dollar for dollar reduction on taxable income. Real Estate developers generally 

sell tax credits to gain more equity for projects. Generally, developers sell these tax credits to banks or 
corporations. The buyer bids on the credits. Currently, tax credit will sell for around 91 cents per dollar in 
Wisconsin. Tax credits are allocated annually for 10 years. 

In Wisconsin, tax credits are distributed by the Wisconsin Housing & Economic Development 
Authority (WHEDA). WHEDA administrates a Low-Income Housing Tax Credit program (LIHTC), to 
assist developers in obtaining financing for projects that house low income tenants. The minimum 
requirements to apply for LIHTC is to have 20% of the units be at or below 50% of the county median 
income (CMI). Additionally, another 40% of the units have at or below 60% CMI. The project must 
remain affordable for 30 years.    

         LIHTC offers two types of tax credits. The first type is a 9% tax credit and the second 
type is a 4% tax credit. The 9% is considered a highly competitive application process. In Wisconsin, the 
demand is usually higher than the supply for the 9% credits. WHEDA has a points system that guides 
developers for creating projects that earn LIHTC funding. Example of these requirements include energy 
efficiency, serving tenants at lower CMI, and units that serves mixed incomes. 

     Our project on Bourbon Road meets many requirements to qualify for 9% LIHTC. The 
following aspects will likely score high in the WHEDA points system. Our senior housing will serve 10 
units at 30% CMI and 20 units at 50% CMI. This would score 32.25 points according to the WHEDA 
formula for low income units. There will be another 20 units at 80% CMI, which makes our development 
mixed income. In the WHEDA self-scoring booklet they encourage for some units to be at market rent. 
This would score a maximum 12 points for that section. We plan to make the building handicap 
accessible and partner with Northwest Dane Senior Services. We would expect a full 18 points, because 
our building plan will be accessible for all elderly residents. Additionally, Caitlin Stene the Cross Plains 
Village Administrator, said our parcel is zoned for “Planned Development.” She explained senior housing 
could be readily built on our parcel, which would award our project an additional 12 points. WHEDA 
states that site must be zoned appropriately for immediate construction. 

         Our project does not score well in “serving large families” category and the “Energy 
Efficiency and Sustainability” category. Our target is seniors; therefore, we would lose out on the points 
in the large families’ category. Making our project energy efficient is not a topic that was discussed when 
modeling plans for our development. Energy efficiency may be costly, but could potentially score an 
additional 32 points in our WHEDA scoring. 

According to Tom Landraf the typical tax credit rate we should plan for is 60% of our total 
budget.  Another financing tool our senior housing development can use is Tax Incremental Financing 
(TIF). TIF is when a municipality loans a developer money and then rebates the developer’s property 
taxes. The money rebated off the property taxes is used to pay off the TIF loan. The higher the assessed 
value of the property, the larger the TIF loan can be obtain. 

Caitlin Stene discussed that our parcel was in a Tax Incremental District 3 (TID), which qualifies 
use of a TIF loan. We are confident that we will be able to obtain TIF financing from the city of Cross 



Plains because there is a need for senior housing in the area. If we were not able to obtain TIF our senior 
housing project would not be feasible. 

We estimated our property value to be $2,100,886. This was calculated by computing our taking 
our NOI/Cap Rate. Our cap rate was consisted of the market cap rate plus the Madison mill rate. Next, we 
calculated the proposed taxes by multiplying the estimated property value by the cap rate. Proposed taxes 
were $48,320. To find the increment we subtracted the current taxes on the property by the proposed tax 
rate. According to Apraz.com, our parcel’s current property taxes are 3,880 per year.  Our increment used 
for calculating our potential TIF was $44,440. We assumed the loan would be for 10 years at 3.5% 
interest rate. The present value of the loan equated to $369,593. Municipalities do not always loan 
developers the full amount of the tax increment, therefore we used total potential TIF to equal 75% of the 
increment. We concluded in our financial feasibility model that $277,195 would be financed through TIF. 

An additional city grant The Village of Cross Plains could give us is Tax Incremental Financing 
Development Incentive. The point of this “grant” is to encourage redevelopment in TIF district 3. When 
speaking with Caitlin Stene, she stated most projects receive around 20% of a project’s total budget. We 
are confident we would receive this grant because we are revitalizing a vacant lot in cross plains. If we 
were not able to receive this grant, the project would still be feasible. 

We calculated this grant by multiplying our capital budget (minus the land cost) by 20%. We then 
subtracted out the TIF money calculated above to get a total of $1,835,055.  

 
Section 5:  

Our site in Cross Plains is close to many single family residential neighborhoods. It is included in 
the Middleton Cross Plains School District. According to the Village Administrator, a senior facility will 
get positive feedback due to the need for senior living.  

Due to the location on Bourbon Road, there are many opportunities for partnerships. The 
Northwest Dane Senior Services is located on the same road, so we plan to create a partnership with them. 
According to Caitlin Stene, NWSS is looking for ways to continue existing programs. Caitlin stated, 
NWSS holds events, including one meal a day out of their site. In addition to NWSS, a partnership with 
kids at Little Cardinals Academy would be possible.  

Since there are no bus lines, a partnership for transportation with NWSS would be beneficial. 
Caitlin provided insight that there are volunteer drivers through NWSS. She stated that a lot is in the 
process, which will connect Bourbon Road to Main Street and the commercial corridors of community. 
This will provide easy access for seniors to walk downtown to grocery stores and coffee shops.  

It is crucial to project an accurate amount of staff present in our facility. For example, managers 
to direct and lead activities are essential.  Other important building staff include activity directors, a 
manager in charge of common areas, an overseer of an exercise center or a theater. In order to create the 
lowest vacancy rate possibly, a director of sales, who handles people moving into our site, is needed. 
There is potential that during the beginning of our operations, we realize we need more staff at during 
certain shifts or times of the year which could potentially increase our costs, however at this time we do 
not expect it to have an impact on us. There may be potential service requirements of our development 
which would increase our costs, however once we form a partnership with NWSS it will increase our 
WHEDA scoring. An increase in our scoring will get us more tax credits. The relationship between our 
management company and tenants would be professional and friendly. Our goal is to provide a home and 
comfort for seniors who can not find affordable housing elsewhere.  

There are many risks that may affect our projected cash flows in our spatial feasibility analysis. 
Our community area hard costs are likely to change. To ensure seniors have places to socialize, common 
area space is valuable. Along with space, service care projected in our spatial feasibility analysis is 
subject to change. By talking to NWSS and other facilities, we have an idea on accurate numbers, 
however it is difficult to predict how much care will be needed. Another factor is the vacancy rate, which 
is 2.5%. If our vacancy rate changes this will affect our NOI and impacts our overall projected cash flows.  

As for parking considerations, our village administrator stated Cross Plains parking is 1.5 stalls 
per unit. For seniors many parking spaces are unnecessary so there will be as many parking spaces as our 



lot allows for. We plan to create a rideshare program with NWSS to assist us in handling transportation of 
getting seniors to and from places. Because we will be developing a project that is in need and is rare in 
Cross Plains at the moment our ability for considerations and to get tax vouchers will be plausible. All of 
our services and partnerships will enhance our chances to score high for the WHEDA scoring.  
 As for the amenities in the building, it was mentioned in section one that we plan to develop a 
large common area that will include many different areas for a variety of activities for the seniors to 
participate in with one another. There will be a section to watch television, to play cards, to eat, and so on. 
Along with amenities on site, there are many places very close to our facility that the seniors can utilize. 
For example, there is a gym a three minute drive away called, Snap Fitness in Cross Plains. There is also 
a diner two minutes away called Cross Plains Family Restaurant where the seniors can dine if they want 
to venture out of the facility. Lastly, there is a movie theater about 10 miles away which would be around 
a 15 minute car ride from our center.  
 
Section 6:  

In our analysis, we used the front door model to determine our project’s feasibility.  This model 
uses all the projected costs of our project minus any tax credits, city grants, TIF financing, or debt 
received to determine what rents make the project feasible. Our total capital budget begins with the 
acquisition cost. An online listing from Coldwell Banker listed our site cost as $390,000. The hard costs 
associated with constructing 50,000 sf of residential area and 12,500 sf of community space area come 
from the $/sf construction assumptions in Tom Landgraf’s model. In the budget, we included $1,000,000 
to provide services for the seniors and our soft costs of $768,650 are 10% of the total hard costs. The 
developer fee compensates the developer for risks associated with development and our fee of 11% is in 
the 10-12% range discussed in class. Our tax credit equity is set at 60% because 60% of our units are 
considered affordable. The tax credit equity finances $6,336,750 of the $10,951,250 total capital budget, 
leaving $4,614,500 to be funded by City Grant, Equity, TIF’s, and Debt. 

According to our neighborhood contact Caitlin Stene, recent affordable housing developments 
have received a city grant in the form of TIF financing for 20% of the project construction costs. If we 
weren’t able to receive the city grant, we could look to increase our tax credit equity by adding more 
affordable units or pursuing a permanent loan with a higher Loan to Cost ratio. However, we fully expect 
to receive a city grant similar to that of other local developments. Our city grant of $1,835,055 is 20% of 
the total construction cost, minus the amount of TIF financing that comes from the difference of our site’s 
property taxes before and after development. The amount of TIF financing is the present value of a loan 
for the difference in property taxes at 3.5% for ten years which is $369,593. We used 75% of that number 
or $277,195 in our budget for TIF financing because it’s likely that the TIF district would elect to keep 
some of the money to fund transportation or other local needs.  

 The $2,233,556 permanent loan for our project is 80% of the remaining capital budget after tax 
credit equity, the city grant, and TIF Financing. The annual debt service for the loan is $155,984 and was 
calculated by taking the monthly payments and multiplying by twelve. The equity required for our 
development is the difference between the total budget, LIHTC, the permanent loan, the city grant and 
TIF financing. We require $306,489 in equity to cover the remaining costs of our project. In Tom 
Landgraf’s model, equity investors require a 6% return each year which is $18,389 for our project.  

The required NOI is $174,374, exactly enough to pay back the equity investor and the debt 
service on our loan. David Ginger mentioned typical operating expenses are between $450-$475 per unit. 
In our analysis, the operating expenses are $450 per unit with a total of $270,000. Our project will be 
required to pay $48,320 in property taxes yearly. That number was calculated by dividing the NOI by the 
cap rate and multiplying by Madison’s mill rate. Our buildings Effective Gross Revenue of $492,694 is 
calculated by adding the NOI, operating expenses, and property taxes. In class, Mayor Soglin mentioned 
Madison’s vacancy rate is now about 2.5% which we used. Our building’s Gross Potential Revenue of 
$505,011 is calculated by adding the 2.5% in Effective Gross Revenue lost to vacancy.  

The average monthly rent per unit in order to make our project feasible is $832 with gross 
potential revenue of $505,011. Our 50 unit building is made up of 10 units at 30% CMI, 20 units at 50% 



CMI and 20 units at 80% CMI. Each tenant in our development spends 30% of their income on housing. 
Cross Plains HUD rental assistance income limits are the following: 30% of CMI is $20,450, 50% of CMI 
is $34,100, and 80% of CMI is $54,400. Using the distribution of units above and assuming each tenant 
spends 30% of their income on housing, we calculated the actual average monthly unit rent of the 
property to be $953. With an average monthly unit rent of $953, our building’s gross potential revenue is 
$557,578 each year. Since our property’s actual potential gross revenue is higher than the $505,011 gross 
potential revenue required to break even, our project is financially feasible. 
 

• City grant 
• Explanation of estimated rents 
• What happens if we dont get LIHTC. How will we finance the project?  
• If we DO get TIF... 
• Footnotes to explain LIHTC and TIF numbers 
•  

 
Section 7:  

 
1. The following pins are dropped in a close vicinity to 1601 Bourbon Road which include: Northwest 
Dane Senior Services, Piggly Wiggly, Walgreens, State Bank of Cross Plains, St Martin’s Lutheran 
Church, ELCA, Barber Shop, United States Postal Service, Rosemary Garfoot Public Library, UW Health 
Cross Plains: Grelle Amy R MD. It is important that places are nearby such as a grocery store, a bank, 
and essential things any person or senior  would need on a day to day basis.  
 



 

 
2.  These are images of the vacant parcel, which is 2.3 acres, located at 1601 Bourbon Road in Cross 
Plains Wisconsin. In the first photo, many trees are visible that will be cleared to start development. It is 
important that there is no existing property that would need to be added into costs for demolition.  In the 
second photo, it is a view of the fire department to the left of our parcel of land. This is important because 
it may increase our WHEDA scoring. 



 
3.  This drawing displays the concept for our future senior housing facility . Our lot is directly to the right 
of the Cross Plains Fire Department building. There will be a driveway off Bourbon Road for people to 
access the senior facility. The building will have a main entrance in front and the picture displays the 
three dimensions it has. The drawing also shows our plan to build ground up and have more than one 
level.  
 
 
 



 
4.  The first photo is of the Northwest Dane Senior Services building located at 1807 Bourbon Road. This 
photo was taken because this services center will be extremely crucial to our senior development building. 
It is advantageous that the NWSS building is just two blocks to the right of our senior housing building. 
The second photo is of the Little Cardinals Academy which is a part time and full time childcare service 
from ages 6 weeks - 10 years old. Having both these services next door will allow us to create beneficial 
partnerships with seniors and kids. Lastly, is a photo taken of a senior which represents our specific target 
population.  
 
 



 
5. This diagram explains the steps required to obtain housing assistance in Dane County. According to 
David Ginger, after the application process is completed it takes about 4-6 months to finalize the plans.  
 



6. This graphic shows demographic information on the general population and our target population in 
Cross Plains, Wisconsin. It is evident that there is a similar population of total male and females, however 
their wages vary with males having a higher salary. It is also evident that there is not an abundance of 
homes with people over the age of 65, which is important because it shows there is a need for what we are 
developing.  
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Section 1: Brief Introduction 
According to a 2016 study from Domestic Abuse Intervention Services (DAIS), at least 

33 Dane County residents experience domestic violence every day, which amounts to 12,000 

domestic abuse victims annually.  Around half of these victims manage to leave abusive home 1

situations, but this can lead to an entirely new host of problems, such as finding a new home 

and ensuring their safety.  

To make matters worse, a 2015 DAIS assessment of 216 local domestic abuse victims 

found that need exceeds availability when it comes to low income housing in Dane County. 

Many respondents even said a lack of housing when escaping dangerous home situations was 

their greatest obstacle to safety.  There is an undeniable need for more housing for these 2

citizens, as a lack of housing poses a major obstacle in helping them leave dangerous situations 

and reclaim their lives in a safe environment. 

These Dane County domestic violence victims are who Solstice will serve. Specifically, 

we will target mothers with 1-3 children. Nationwide studies that show Hispanic, 

African-American, and Asian women are more at risk for domestic violence, so we expect the 

makeup of our residents to reflect this.  However, domestic abuse does not discriminate against 3

age, race, ethnicity or socioeconomic status, and we recognize we must be equipped to serve 

families of a variety of different backgrounds. 

We believe our site represents the perfect haven for these families. Located on Old Sauk 

Road in Middleton, the site is surrounded by a neighborhood with families and sits within the 

Middleton-Cross Plains Area School District, the sixth best district in Wisconsin.  To further 4

enable these families to obtain fresh starts, we will provide a variety of services on-site, such as 

a 24-hour help line, legal advocacy, support groups and other mental health services, and child 

care. 

1  Schmidt, Melanie. "Melanie Schmidt: Every day, 33 Dane County residents are victims of 
domestic violence." The Cap Times. March 7, 2016. Accessed November 10, 2017. 
http://host.madison.com/ct/opinion/column/melanie-schmidt-every-day-dane-county-residents-ar
e-victims-of/article_1d2d2997-51fd-5dc5-ae4c-5e8abdcd6027.html.
2  Meeting the Needs of Domestic Violence Survivors  in Dane  County. PDF. Madison: Domestic
Abuse Intervention Services, 2015.
3  "Domestic Violence Affects Us All." DAIS.
https://abuseintervention.org/sandbox77/wp-content/uploads/2012/08/Fact-Sheet-Women-of-Col
or-with-Citations.pdf.
4  "District Gets High Marks in Online Rankings." Middleton-Cross Plains Area School District.
http://www.mcpasd.k12.wi.us/news/district-gets-high-marks-online-rankings.

Solstice
Old Sauk Road, Middleton, WI
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http://www.mcpasd.k12.wi.us/news/district-gets-high-marks-online-rankings


Although the site has no job opportunities within 1 mile, it is located .75 miles away from 

three bus stops and will include a van to transport residents to and from common work 

locations, making commutes easy. We expect common work locations to include West Towne 

Mall, Hilldale Shopping Center, downtown Madison, and the University Avenue corridor area, as 

these places have many opportunities for retail and restaurant/other service jobs. In addition to 

these economic hubs, we expect Costco, Target and Walmart will be specific companies with 

ample job opportunities for our residents. 

Solstice will be comprised of 50, 1100 square foot 2-bedrooms, as current Madison-area 

affordable housing has oftentimes ignored this unit size. 28 families will pay at 30% of the 

average median income level at $500 per month, while the other 22 will pay at 50% at $833 per 

month. These rents, with 11% equity financing, a 25% loan and 64% tax credits will be enough 

to make the project feasible. However, to increase feasibility, we will propose to the City of 

Middleton an expansion of Tax Increment District #3 1.5 miles west to include our site. With 

financials secured, we can provide maximum services to the residents that call Solstice home, 

so that we can enable them to rebuild their lives in our safe, family-friendly community. 

 

Section 2: Urban Economics 

Our site is located in West Middleton, an ideal place to raise a family. According to 2016 

US Census Bureau estimates, 19,109 people live in Middleton, of that, 21.8% are under 18.  5

This is greater than Madison, where 17.5% of the population is under 18,  representing a 6

general desire to raise children in Middleton over Madison.  Middleton’s population density is 

also significantly less than in Madison, with 1941.7 people per square mile compared to 3037 

people per square mile respectively, according to 2010 Census Bureau data. 

Directly east and south of our property lies Woodstone subdivision, a newer 

neighborhood with 25 finished homes and 50 lots, geared towards young families. The site is 

also less than .5 miles from Blackhawk Park and Sauk Heights park, both safe places that are 

easily walkable from our site. Through their open fields, basketball courts, soccer fields, and 

playgrounds, the parks will directly encourage physical activity, improving visitors’ health and 

wellness. Therefore, they will be greatly advantageous to our residents. Developer Tom 

5  "US Census Bureau QuickFacts: Middleton city, Wisconsin." United States Census Bureau. 
https://www.census.gov/quickfacts/fact/table/middletoncitywisconsin/POP060210.  
6  "US Census Bureau Quickfacts: Madison city, Wisconsin." United States Census Bureau. 
https://www.census.gov/quickfacts/fact/table/madisoncitywisconsin/PST045216.  
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Landgraf even showed through the example of King County that people who live closer to open 

green spaces, like these parks, experience reduced chances of obesity, mental illness, 

substance abuse, preventable hospitalization and have longer life expectancies.  In fact, we 

believe green spaces are so crucial to our residents’ mental and physical well-beings that in 

addition to these parks, we plan to incorporate open green space between buildings on our site 

so that residents can reap health benefits without even leaving the property. Overall, due to our 

proximity to public parks with playground equipment and athletic facilities, our project will get 

Low Income Housing Tax Credit (LIHTC) points for its access to services and amenities. 

We believe that the greatest advantage to our site is that it sits in the Middleton-Cross 

Plains Area School District, the sixth best district in Wisconsin. The strength of the district will 

enable our tenants to benefit from a host of positive externalities, as they will be surrounded by 

families who value education, low crime, and high quality of life. For instance, a 2016 survey 

found that 56% of Middleton adults had obtained a bachelor’s degree, which is double 

Wisconsin’s statewide 28%. Middleton also has a dropout rate of 4%, less than half that of 

Wisconsin’s 9% school dropout rate.  Although correlation does not necessarily equal 7

causation, this data suggests that Middleton’s strong school district and high rate of educational 

attainment may lead to a lower dropout rate. Even if Solstice’s adult residents do not have 

bachelor’s degrees themselves, their children will be surrounded by peers whose families value 

education, leading to significant positive externalities as their driven peers leave impressions on 

them. Thus, due to its proximity to the Middleton-Cross Plains schools, our property will receive 

LIHTC points for its access to public elementary, middle and high schools. 

The downsides we see with our site include its lack of walkability, particularly to grocery 

stores and common work centers. The closest grocery stores to accept Wisconsin FoodShare 

cards are Woodman’s, Target, Walmart and Willy Street Co-op (West), all of which are 2 miles 

or more from the site. To combat this problem, we plan to work with these local grocery stores to 

develop a partnership that would deliver groceries at a minimal cost to Solstice due to its 

charitable nature. 

Thus, distance from work centers remains the greatest problem. Although there are no 

major work centers within 1 mile of the site, we consider the closest work centers to be West 

Towne Mall, Hilldale Shopping Center, downtown Madison, and the expanding University Ave. 

Corridor. These locations range from being 3 to 7 miles away and are not walkable. The site 

7  "Madison, WI Education data." TownCharts. 
http://www.towncharts.com/Wisconsin/Education/Madison-city-WI-Education-data.html.  
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does have several bus stops .75 miles away with buses that have routes to these economic 

hubs, but we believe expecting residents to walk this distance to reach common destinations is 

not always possible, especially given heightened security concerns with our target group of 

residents. 

To address this distance barrier, we plan to implement a vanpool system where a driver 

would take residents to bus stops and common workplaces. While we recognize the extra 

expense we would incur from this, we feel confident this plan is feasible. Because of our 

distance from the closest central business district of downtown Madison, the bid-rent curve 

directly applies. Rents in the area exemplify this, as estimates report that median gross rent in 

Middleton is $885, compared to Madison’s $939.  Due to lower rents because of our distance 8

from the central business district, our land cost, which we derived from comparable farmland, is 

driven down to a low $200,000. Therefore, we are able to incur the extra cost of a vanpool 

program while still maintaining 28 units with rent at 30% of the average median income level. 

It is important to note that although grocery delivery and transportation services would 

address negative aspects to the site, WHEDA would see our lack of walkability as unfavorable. 

In fact, according to Walkscore.com, the site used to determine walk scores for LIHTC, our site 

has a walkscore of 0.  However, due to our plans to build according to the Enterprise Green 9

Communities Criteria with open green spaces, we would compensate for the low walk score in 

the energy efficiency and sustainability section of the self-scoring sheet. 

Overall, the benefits of our site being near parks and in an excellent school district 

enable it to receive a strong score in the opportunity zones section of the WHEDA LIHTC sheet. 

Although we expect our site to receive low walk scores in the energy efficiency and 

sustainability section, our green building plans, service to lowest-income residents, readiness to 

proceed from no zoning problems, minimal credit usage and universal design for those with 

disabilities would still enable us to obtain LIHTC. We will receive 162.5 points, which exceeds 

the minimum requirement of 120 points on the self-scoring exhibit. Therefore, we will qualify for 

low income housing tax credits. 

In addition to tax credits, we are hoping to receive tax increment financing (TIF) by 

proposing the City of Middleton expand TID #3 1.5 miles west to include our site. We believe 

8  "Middleton WI Housing Data." TownCharts. 
http://www.towncharts.com/Wisconsin/Housing/Middleton-city-WI-Housing-data.html. 
9  "9101 Old Sauk Road (Walkscore)." Walkscore. 
https://www.walkscore.com/score/9101-old-sauk-rd-middleton-wi-53562. 
 
 



that since our target population does not pose any threats to the neighboring communities, we 

would face minimal opposition and would be successful in our efforts to expand the TID. 

Through tax credits, TIF, and loans, we will be able to make our vision a reality in providing, 

safe, affordable housing with ample community and convenience-oriented services for our 

residents. 

 

Section 3: Loan Considerations 

Through conducting feasibility analysis, we have concluded that we will need a 

construction loan at 25% loan-to-cost. Our total capital budget is $6,525,000, so our 

construction loan amount will be $1,231,250. According to the speakers in class, we will be able 

to get a construction loan 250 basis points above the LIBOR rate, which would be an interest 

rate of 3.75%. To construct a more conservative estimate, we have assumed a rate of 4.00%. 

This will lead to an annual debt service of $93,454. After about 2 years we will have to refinance 

and use a permanent loan. If this rate increases it could decrease our ability to make the project 

feasible. In this circumstance, we would be forced to use more equity rather than debt.  

 

Section 4: Tax Credits, City/County Grants, TIF Considerations 

A large portion of our project will be funded by both tax credits. 28 of our units are 

designated to tenants who can only afford 30% of the CMI index and the remaining 22 units are 

designated to tenants who can only afford 50% of the CMI index. For this reason, we feel 

confident in our ability to earn significant tax credit funding from different sources.  According to 

Tom Landgraf, of Dimension Development, our project should consist of 64% tax credits. This is 

calculated by taking 9% of our hard costs for 10 years and selling the credits off at a 91% 

efficiency. Ultimately, we have tax credits to fund about 4.14 million dollars of our project. The 

rest of the project cost funding will be shared between debt and equity. 25% of the project will 

be financed through debt leaving the remaining 11% to equity financing.  

After completing the WHEDA scoring rubric for tax credits we feel confident that we will 

earn these credits. Our score was a 162.5/284. If we do not receive funding through WHEDA we 

will be forced to raise the rents of the 22 units dedicated to 50% CMI units to market rate units. 

This will allow the project to be feasible still, but we feel confident that since our project is 

targeted toward mothers and small families who have such low income, we will be able to earn 

our tax credits from WHEDA. 

 
 



 Our property is outside of a TID, so we do not believe that it is possible to use TIF financing on 

our project. We have looked into getting the zones changed but we think that it is very unlikely 

to do so in time to start our project on time. Although our project is feasible without TIF and we 

recognize the potentially lengthy process of expanding a TID, we believe it is worth discussions 

with the City of Middleton to potentially expand TID #3 1.5 miles west to include our property. If 

we are successful in our proposal and can use TIF financing, we will save about $52,645 in 

incremental taxes on a yearly basis. For the time being, however, we have chosen to model our 

project as is without TIF. 

We have also looked into getting city grants from the City of Middleton. Since we do not 

know if the city will give us a grant, we have modeled a base case scenario without city credits 

to represent a realistic and safe scenario for our potential equity investors. 

   

Section 5: Affordable Housing Development Considerations 

The site is located in a residential area in Middleton, Wisconsin. It is not far from a small 

shopping district, but the developed area immediately around is all neighborhood. For this 

reason, we believe that the best use for this land is single mothers and children that were 

victims of domestic abuse. The children of these single mothers would immediately find peers to 

socialize with and maintain normal childhood behavior while the mothers would be comfortable 

allowing their children to have more freedom than they would in a downtown setting. The site is 

ideal for a family setting and will assist both the mothers and the children in regaining normalcy 

in their lives. The site is also near several bus stops making it easily accessible to Middleton, 

West Towne Mall, and downtown Madison. We are planning on offering a vanpool system when 

residents need more flexible transportation than the bus offers. We also will offer a 24-hour help 

line, legal advocacy, child care, mental health services and support groups to our residents. 

This will increase our costs, but not tremendously and will help our LIHTC score.  

 

Section 6: Spatial Feasibility Analysis 

Our site is approximately 1.6 acres. It is located in Middleton, Wisconsin and is currently 

used for farming. To value the land, we used comparable farmland and compared the per acre 

price. We concluded a land acquisition cost of $200,000. Additionally, according to Tom 

Landgraf, of Dimension Development, hard costs and soft costs for construction total to about 

$115 per gross square foot of building. Hard costs and soft costs are split 80% to 20% 

respectively. When we total our costs, we conclude a budget of $11,585,000. This will be split 

 
 



11% equity, 64% tax credits, and 25% debt. The equity money requires a return of about 7%. 

The tax credits require no return and the debt requires a return of 4%. 

Our project is designed for families, specifically, mothers and children who are coming 

out of an abusive relationship. For this reason, we feel that in operation, our variable costs will 

be higher than most affordable housing projects, so we have allocated 60% of our effective 

gross income towards variable costs. Additionally, we have assumed a 4% vacancy rate 

because this is the market vacancy rate. In addition, we understand that there is significant 

affordable housing demand within this demographic. Our average unit size is 1,100 sf, which 

requires us to charge a monthly rent on average of $633. Given our demographics, we have the 

ability to charge an average of $647 per month, so our project is feasible with room for profit for 

our equity investors. If we charge $647 per month we will have a debt service coverage ratio of 

1.6, which is very healthy and ensures that we will be able to make all debt payments during 

operations. 

We have calculated rents of $647 per month because we have 22 units at 50% of CMI 

($833) and 28 units at 30% CMI ($500). This gives us an average of $647. 

To determine returns for our investors, we ran cash flows for the next 5 years selling off 

the asset at the end of year 5. We assumed that rents grew at 2% and expenses did as well. 

Additionally, when we sold the asset we assumed a 6.25% cap rate which is standard in the 

market according to our class speakers. After selling at the end of year 5, our equity investor will 

have earned in IRR of 15.24% and an equity multiple of 1.89x.  This is very healthy for an 

investor, and with a very high DSCR at disposition of 1.76, this also represents a very safe 

investment.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 



Section 7: Visuals 
Site and Neighborhood Photos 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Our site currently is a field near a subdivision in west Middleton. As you can see there is no 
building currently there so we will be purchasing the land and doing a ground-up development.  
 
 
 
 

 
 



 
 
 
 
These pictures are from the subdivision immediately west of our property and are included to 
show the family-friendly nature of the community. This will help our target demographic with 
assimilating to their new home and regaining normalcy in their lives through socialization with 
their peers.  
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 



Metro Area Links 

 
This shows the greater Madison metro area and is primarily included at this scale to show the 
Middleton Outreach Ministry as well as DAIS, both of which are denoted by the purple pins and 
are places of support for women affected by domestic abuse.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 



Local Area Links 

 
This map shows the local area surrounding our property, essentially the town of Middleton. Red 
pins denote shopping and work centers, blue pins denote schools, orange pins denote the 
nearest bus stops to the property, green pins denote nearby parks, and the yellow pin 
represents our property. 
 
 
 
 
 
 
 
 
 
 
 
 

 
 



 
Neighborhood Links 

 
This map shows a neighborhood view of our property with bus stops in orange, parks in green, 
schools in blue, and work/shopping centers in red. The property is denoted by the yellow pin. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 



Steps to Acquire City Assistance 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This graphic provides a description of the process to receive tax credits for affordable housing. 
We only included the LIHTC process and omitted TIF money because we are not currently in a 
TID and are running a worst-case scenario assumption that we would not have the opportunity 
to expand the district. This graphic also focuses on the process to receive the credits rather than 
the expectations and requirements to keep the credits that include maintaining affordable 
housing for the lifetime of the project.  
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Site Plan (50 Units in 10 Buildings + 1 Small Building of Common Space for Services) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
This drawing is a general idea of what our building will look like divided into ten blocks of 
apartments with five apartments in each of them. The remaining space will be green space for 
the residents to use.  

 
 



Target Demographic and Statistics 
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These statistics give us an idea of the crucial need for affordable housing for women who have 
the opportunity to leave an abusive partner.  
 
"Domestic Violence Affects Us All." DAIS. 
fffffhttps://abuseintervention.org/sandbox77/wp-content/uploads/2012/08/Fact-Sheet-Women-of
fffff-Color-with-Citations.pdf.  
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Elderberry Estates 
Town of Middleton off Elderberry Road 

 

Section One: Brief Introduction 
We want to target low income families by providing a safe and healthy community for the 
residents with access to employment, education and amenities. We evaluated the demand, utility, 
scarcity and taxes of the site and came to the following conclusions. The site is currently a farm 
field with no improvements but access to water/sewer and utilities. We are proposing to build 50 
non-typical affordable housing units comprised of two and three-bedroom units totaling about 
1,000 SF each. The 2-bedrooms are at 60% CMI, county median income, which gets $785.81 per 
month and the 3-bedrooms are 40% CMI but $471.49 per month. The development caters to 
families and is comprised of 25 two-bedrooms and 25 three-bedrooms. The two-bedrooms cost 
more than the three-bedrooms because the two-bedroom will be leased to tenants to 60% CMI 
versus 30% CMI.   
 
Amenities plan to include a learning center, family lounge/community room, playground and 
daycare center to maximize unutilized space. The learning center will have computer access for 
residents to take online job training classes with free WIFI. Tutoring sessions will also be offered 
as a community development program with the Middleton High School.  The family lounge and 
community room will have cable TV, a kitchen and a dining area. Monthly, there will be bake 
sales and other fund raising opportunities for the Daycare center. Bus transportation via shuttle 
will be provided, which will allow residents to seek job opportunities at West Towne Mall and in 
Downtown Madison. The job opportunities include working at the Alliant Energy Center under 
the maintenance staff which is under 15 minutes from the site. Our site is not located in an 
existing TID and therefore we are applying for annexation to the City of Madison to be in that 
district.  We understand the City of Madison requires 5 months to create a TID. However, the 
TID district of Madison will give us the opportunity to build a development that is feasible and 
help the City of Madison promote a superior design, building materials, sustainability features 
(LEED Certification) and enhance the City’s infrastructure. As a result, we will rely heavily on 
LITIC. The LITIC is very high in our feasibility analysis since all units in the development are 
affordable housing.   
 
The financials of the site will be hard costs and soft costs that include: the playground, learning 
center, furnished units, daycare facility and transportation service to the bus station. We 
understand hard costs are going to be higher but operating expenses are going to be lower 
because higher efficiency of the property. We are looking at the big picture and see a community 
for the families to stay and be proud to call home. Expected rent is $597.22 but required rent is 
$561.82. In addition, the bedroom sizes will be bigger in two-bedrooms versus three-
bedrooms.  We are making this project more feasible by planning for the long-term results and 
positive externalities this development will have on the community.  
 



Section Two: Urban Economics  
The site is in the Town of Middleton off Elderberry Road with surrounding parcels in the City of 
Madison. We plan to ask the City of Madison to annex the non-Madison parcels to keep property 
values higher since they would be considered closer to Downtown Madison. The total population 
in the City of Madison is 243,122 with a median household income of $54,896, but the medium 
income for Dane County is $62,865.  We also plan to work with the City to develop a tax 
abatement program that is tied to incomes and rents that we plan to achieve by applying to be in 
the City of Madison TID district. Therefore, we will rely heavily on the Low Income Housing 
Tax Credits (LIHTC).  
 
Applying for annexation within the City of Madison will increase the value of the development 
and give the site access to Madison’s services in urban areas, which will expand the tax base, 
increase the population as well as benefit the site sanitary and water systems.  
 
With regard to education, the Elm Lawn Elementary School is only 4.4 miles away from the site 
and bus transportation is provided to all students living 1.1 miles or more from the school.  The 
site is located in the Cross Plains Area School District and 8 of their 9 school’s ratings either 
exceeded or significantly exceeded expectations on the 2015-16 School Report Cards that were 
issued in November 2017 by the Wisconsin Department of Public Instruction for every public 
and private school in the state. 
 
There is a park 0.5 miles away from our site, which is a valuable community attribute for 
children and parents to go to on the weekends and after school. For the middle-aged children, 
after school activities can be planned such as sports leagues and games, so working parents will 
not have to worry about where their children are after school.  Teenagers will also have 
opportunities to work or participate in the sports leagues. 
 
For younger children ages 1-5, it is difficult to find daycare if both parents are working. The 
daycare center will be built on the site for the residents as well as other people in the community. 
Statistically, it is shown that daycare centers have a greater success rate when they are available 
in both low and high income communities. We hope to partner with the Middletown Baby and 
Child Care center that will allow Middletown Baby and Childcare to expand at a lower cost due 
to the lower taxes. 
   
The community center will include a learning center, a family lounge with a kitchen and a 
playground. The learning center will have WIFI computer access for residents to take online job 
training classes to improve employment opportunities and for teenagers to use for school work.  
Overall, the goal of the development is to create a sense of community where residents can feel 
proud to call home.    
 
The closest bus station for the Madison Metro Bus is about one mile, 28-minute walk, at the 
intersection of Old Sauk and Samuel Roads. There is a bike path on Elderberry Road that has 
low traffic volume with an urban street section and leads to a grocery store on Junction Road, 
Pick ‘N Save.  The grocer takes food stamps and offers specials for affordable products.  
 



About 0.3 miles from the site, there is a luxury residential apartment complex: Paragon Place. 
This will positively impact the value of our development due to the demographic population that 
Paragon Place is attracting. We plan to petition with the owners of Paragon Place to the Madison 
Metro Bus to extend the bus route closer to both properties. 
 
There will be work opportunities at West Towne Mall located 3.2 miles from the property as 
companies have agreed to offer cleaning and maintenance jobs as well as off-peak food and 
service jobs.  To accommodate residents living in our development, the childcare center will be 
open at off-peak hours to provide for late and early pick-up times. The daycare center will be 
open until 8 pm, unlike all the other daycare centers in Madison that close at 6pm. The Madison 
Metro Bus will allow residents to commute into downtown Madison, the grocery store and West 
Towne Mall. 
 
The development site scores a 6/12 and the property’s land price is $5,200 per acre. The site is 
32.41 acres, which makes the land price $168,532.  With regards to WHEDA, the score is 
affected by lack of proximity to: employment, metro, schools, healthcare and grocery stores. By 
including LEED Certification, the development will be energy efficient and sustainable. Credit 
usage is offered by including community centers and learning facilities for residents to gain skills 
needed to succeed. As for opportunity zones, the development is located in a top school district 
with high funding.  As result of these positive characteristics, we expect our WHEDA score to be 
between 180-200 points. 
 
All these site characteristics give the development an opportunity for families to live in a 
community rich with amenities and access to education and jobs to have opportunities for a 
better future.  The positive attributes that will create value to this development include 1) being 
located near  new luxury developments with high incomes per household, 2) highly rated 
education system, 3) close proximity to park and bike paths, access to employment and grocery 
stores, 4) on-site daycare and amenities and 5) a low crime rate which should remain. The lack of 
public transit is the biggest weakness of this property, but by partnering with the other 
development, there is a higher possibility of expanding the Madison Metro bus service. 
 
Section	Three:	Loan	Considerations  
Without TIF (Primary Option) 
Our property is not located in a TID, which eliminates the opportunity to receive TIF. More 
details regarding TIF can be found later in this report. Therefore, we decided to make our 
development project feasible by making all 50 units affordable housing. This allowed us to 
maximize our LIHTC funding, which decreased required debt to only 18.38% loan-to-cost. This 
is just slightly below the standard permanent debt portion of 20-25% that David Ginger 
mentioned in his presentation. Ginger also stated that Primary Debt Lenders typically require 
returns of 5-5.5%. We chose to assume that we would be able to obtain our loan at 5%, due to 
our relatively low LTC ratio. The 30-year amortization period on the loan is standard in the 
industry and matches the affordable period of the property. The loan is anticipated to be provided 
by Wells Fargo, as they are a leader in affordable housing loans. 
 
With TIF 
If the process mentioned above to include our parcel in a TID is successful, then we would 



receive approximately $1,145,957 of TIF financing, which is assuming 100% increment. We are 
confident in receiving 100% of the increment due to all of our units being affordable and the 
daycare center we have proposed to bring to the community. This means that TIF contributes 
9.67% of our total budget. The remaining capital stack is comprised of 20% permanent loan debt 
and 70.33% LIHTC credits.  
 
Without LIHTC 
If our project is not awarded the LIHTC funding, this development will not be feasible. The 
proposed development would not be able to acquire a large enough amount of capital, through 
strictly Equity, TIF, and debt, to accomplish the required rental rate.  

Section Four: Tax Credits, City/County Grants, TIF Considerations 
Limited Income Housing Tax Credits(LITHC) 
LIHTC was invented in 1986 following the discontinuation of Section 8, which previously 
developed affordable housing in the United States until the early 1980’s.  Under Section 42 of 
the Internal Revenue Code investors are given tax credits in exchange for investing in affordable 
housing.  A dollar for dollar offset of federal tax liability in exchange for affordable housing 
units targeting fixed or low-income individuals incentivizes development through collaboration 
in the private and public sectors.  The three key numbers that comprise LIHTC are eligible basis, 
percentage of property affordable, and credit rate. LIHTC properties must consist of 20% of units 
for households at/below 50% of the County Median Income (CMI) or 40% of units for 
households at/below 60% of CMI.  LIHTC is distributed by the Wisconsin Housing & Economic 
Development Authority(WHEDA). Tax credits are apportioned through “competitive” and 
“noncompetitive” processes.  “Competitive” credits extremely scarce at 9%, allocated annually 
and proposals are 25 thousand with submission.  Credits for “non-competitive” are based on the 
state’s tax-exempt bond volume cap and are allocated year-round.  If selected for either form of 
allocation, credits are dispersed annually over the course of ten years.  No credits beyond 
feasibility will be given to affordable housing projects.  WHEDA’s staff then scores all 
submitted proposals and distributes tax credits to the highest scored proposal in which 70% of 
the scoring is dependent upon serving the lowest-income residents, energy efficiency and 
sustainability, credit usage, opportunity zones, and financial participation.  Wheda’s scoring 
criteria that will score well for this proposal include 2, 4, 5, 6, 11.  Our proposal is LEED 
Certification that will result in higher building cost but will produce lower operating cost for 
criteria 2.  Units are also targeting the lowest income groups at 30% and with half of the units 
being three-bedroom to accommodate larger families for criteria 3 & 4.  Integrates support 
services for the proposal include daycare center opened off peak hours, job center and a 
community room with WIFI/computer access.  In addition, hiring experienced developers to 
monitor the development process from start to completion.  Without the allocation of tax credits 
rents would be too expensive for any development of affordable housing to take place at our 
proposed site.  By potentially using LIHTC to fund the proposal $9,668,434(competitive) will be 
covering over 82% of the total Capital Budget.  Credits reduce required rents to $561.82  
allowing rents feasible for the lowest-income renters.  Without LIHTC rents for the proposal 
exceed $1650 which would make not make the proposal feasible.  
 
 
 



Grants 
It is not likely that the site will receive any grants for the proposal.  Grants in this case could also 
be used as an additional source of money in the capital structure.   
 
TIF Considerations 
Tax Incremental Financing(TIF) is becoming prevalent today as a tool for developing affordable 
housing in urban areas.  A TIF District consist of geographic areas in Metropolitan Statistical 
Area(MSA) considered “blighted” & are used as an additional capital source to spur private 
investment in these areas.  Incremental(I) in TIF is the increment in property taxes paid to the 
city predevelopment versus post-development.  Essentially, TIF redistributes the difference in 
property taxes back into the designated TID.  TIF is often the backbone of up and coming 
communities often making development possible where not possible.  Our affordable housing 
proposal is not in a Tax Increment District(TID) so it does not qualify for TIF money. Rents are 
still feasible for this proposal without TIF funds yet it would be extremely useful in enhancing 
the overall quality of life for the community.  This is unfortunate because if this were a TID this 
community could generate more economic activity. The potential increment annually from TIF 
Funds can pay for public improvements and other economic development incentives the proposal 
generates such as roads, parks, libraries, etc.  When calculating TIF it is important to understand 
the role of the county mill rate because this is the basis of how money is distributed.  For our 
proposal, the tax rate would be that of Dane County mil rate which is 3.13% divided by the 
property value.  The difference between our proposed tax of $137,955 and our current taxes of 
$163.59 produces a TIF increment.  If it were in a TID  our proposal would produce an 
increment of $137,791 in additional property taxes as a result of TIF funds . Rents without TIF 
would be $561.82 and with TIF would be $584, meaning without TIF rents are lower. 

Section Five: Affordable Housing Development Considerations  
There many considerations developers and managers need to account for when starting an 
affordable housing development. In lecture, Tom Landgraf made an important point when he 
said, “A person’s life expectancy depends more on their zip code then on their DNA.” This quote 
has major implications regarding the location of our affordable housing development. Our 
proposed development is located in one of the higher median income areas of Madison, ranking 
“1” on the median income census tract. By developing our affordable housing in this area, we are 
providing those who were once homeless with a home in an area of Middleton that is thriving. 
As a result of our site being located in a higher income area, the school district is better funded, 
providing children with a great education. 
  
Our community contact, Todd Violante, explained to us that Madison Gas and Electric offers 
cheaper rates for using energy efficiently. For this reason, along with the desire to benefit the 
community with an energy efficient development, we will develop LEED (Leadership in Energy 
and Environmental Design) certified housing that will incorporate sustainable design features 
reducing both energy usage and utility costs. LEED is an international rating system that earns a 
score based on how sustainable the building is. In order to pursue LEED housing, our project 
must meet the following minimum characteristics required by the US Green Building Council 
(USGBC) by: Be defined as a dwelling unit by all necessary codes, must be in a permanent 
location on existing land, must be a complete permanent building and must work with a LEED 
for Homes Green Rater who performs on-site verification and helps complete all necessary 



documentation. Besides the need to hire a LEED for Homes Green Rater, our development meets 
all the above requirements. However, becoming LEED certified comes a cost. The USGBC 
recommends allotting a minimum of $150,000 for total LEED certification costs. 
  
The service requirements of our development that are going to help our WHEDA score include 
supportive housing for small and large low-income families, an on-site day-care center, a job 
center and energy efficiency and sustainability. Although these service requirements would help 
our WHEDA score, they would also increase our initial cost of development. However, in the 
long run, our LEED certified housing will decrease the MG&E bill, reduce water costs, and 
reduce maintenance and operation costs. 
  
Furthermore, it very important to also consider certain risks that may impact the project’s 
projected cash flows. Both the length of the tax increment loan (10-15 years) and the interest rate 
that the city borrows at are crucial determinants of the time value of money of future cash flows. 
Another risk to consider is that our property is currently located in the town of Middleton while 
the surrounding parcels are part of the city of Madison. In order to increase the land value of our 
property, a petition for annexation to the City of Madison would be beneficial. Todd gave 
mentioned that 95% of annexations in Madison are accepted, giving us confidence this would be 
successful. Finally, we need to consider the consequences of a lack of linkages to our 
development. The nearest grocery store, health clinic, employment opportunities and transit are 
all located more than ¼ mile from our parcels, which may cause tenants to want to find other 
affordable housing in more urban areas. 

Section Six: Spatial Feasibility Analysis  
The development site is 32.41 acres located in the Town of Middleton. The parcel is currently 
vacant and zoned Agriculture. The land is flat and surrounded by residential neighborhoods. The 
site costs were calculated using the USDA numbers from a 2017 report. The report noted that 
average fair market value of agricultural land in Wisconsin is $5,200 per acre, which equates to a 
land cost of $168,532. 
  
As mentioned earlier, the site scored a 6 out of 12 from the Dane County project scorecard. It 
scored highly on most demographic-related categories, but did not score well as far as proximity 
to amenities such as public transportation and employment. The 5% vacancy rate used in the 
analysis is a conservative assumption, as David Ginger mentioned that actual vacancy can be 
expected to be 1-4%. 
  
David Ginger stated that hard costs are roughly $180,000-$200,000 per unit. Since we are 
choosing to build a higher-end building with energy efficient designs, we are assuming the 
higher end of that spectrum, with our hard costs equaling $200,000 per unit. However, while 
speaking with Olivia Parry, Senior Planner of Dane County Planning and Development, and 
Todd Violante, director of Dane County Planning Development, they mentioned that MG&E 
provides significant discounts to developments with good energy efficiency. The higher upfront 
cost to incorporate energy efficiency will lead to lower operating expenses. We assume our 
operating expenses to be $3,000 per-unit, per year. This number was provided by Tom Landgraf, 
and is a conservative number due to our cheaper operating expenses from MG&E’s discount. 
Landgraf’s excel model states commercial space has operating expenses of $3.75/psf/year. 



Although we do not have any commercial space, we do plan to have 10,000sf of common area. 
We are assuming operating expenses of $3.00/psf/year for our common area, due to the nature of 
common area being less extensive than typical commercial space. The soft costs are expected to 
be $600,000-$700,000. We assume only $600,000 since our land is already planned for a higher 
use and we don’t expect many issues in entitlements. 
  
The financing structure of our site is weighted heavily towards the LIHTC tax credits available. 
More detailed information about LIHTC is stated earlier in this report. Our LIHTC funding 
makes up 81.62% of the total project cost. We can obtain this large amount due to our property 
being 100% affordable units. We chose not to include market-rate units because we didn’t see a 
large demand for market-rate in this location and with the low-income demographic of the 
building. 
  
The median annual household income in the Dane County is approximately $62,865, per the 
Census website. Our property has available units for families earning both 30% CMI and 60% 
CMI. We have chosen to lease the 2 Bedroom units at the 60% CMI number, due to the fact that 
the income-earner has fewer children to take care of. We have chosen to lease the 3 Bedroom 
units at the 30% CMI number, due to the fact that a single parent would not otherwise have the 
income to afford a 3 Bedroom unit with more kids. 
  
We have split our development with 25 of each unit type. The 25 2-Bedroom units are expected 
to lease at $785.81 per month, which considers the 60% CMI and allocates only 30% of that 
income for rent. The 25 3-Bedroom units are expected to lease at $471.49 per month, which 
considers the 30% CMI and allocates only 30% of that income for rent. Based on these expected 
rents, the expected average monthly rent to be collected per unit is equal to $597.22. This 
number shows the feasibility of our project, because the required amount is $561.82. 
  
X1 = R * 50 units 
 
Where R is the required monthly rental rate to make the project feasible. 
  
X1 = ($561.82 * 50 units) 
X1 = $28,090.89 
  
X2 = (R1 * 25 units) + (R2 * 25 units) + (R3 * 0 Units) 
  
Where R1 is the rent that will be collected from the 30% CMI residents, R2 is the rent that will 
be collected from the 60% CMI residents, and R3 is the rent that would be collected if we chose 
to include 80% CMI residents, which we are not. 
  
X2 = (471.49 * 25 units) + (785.81 * 25 units) 
X2 = $31,432.50 
  
Since X2 is greater than X1 (X2 > X1), our project proves to be feasible based on the anticipated 
rents. 
 



Section Seven: Report Visuals  
Elderberry Estates Linkages  

 
We created this visual to present the shopping, grocery stores, developments, schools, parks, and 
transportation in proximity to our site.  In relation to Urban Economics, the linkages are not as 
close as one would like which negatively effects our site location. However, there is a park 
nearby and the closest development is newly built. Finally, transportation is provided to all 
students living 1.1 miles or more from the school. 
 
 
 
Elderberry Estates Before Development  

 
We created this visual to show how our current site is unimproved land which is a reason for the 
land to be not as expensive per square footage. This image also shows that our development is 
adjacent to the City of Madison parcels which is why we are petitioning for annexation. 
 
 
 



Elderberry Estates Development Plan 

 
This visual represents what type of development we will be creating on the vacant land. It shows 
the proposed layout for the property. The daycare center is not attached to the apartment building 
since we will be leasing the center to Middletown Baby and Child Care center. The  proposed 
layout also has open space for children to play outside  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Elderberry Estates Targeting Low-Income Families 
 

 
 
This visual capture’s the idea that this development offers opportunities for everyone in the 
family to succeed. We want everyone to have access to resources and this image depicts that 
goal.  
 

 
The QAP Process shows a timeline of the normal allocation of LIHTC throughout the 
development process. 



Homeless Families in Madison Statistics 
 

 
 
We created this image to show how prevalent of an issue homelessness is in Madison, especially 
in regard to children. These two images magnify this issue using alarming statistics that put into 
perspective how just how many young students are affected. 
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Sunset Memory Residential 
7433 Tree Lane Madison, WI 

 
 

Introduction 
 
In our proposed affordable housing development, our goal is to provide families with one or two 
children a place of residence in order to escape the negative externalities of homelessness on 
family life and child development. The proposed site currently sits vacant on the West side of 
Madison and encompasses an area of slightly less than one acre. Our plan includes 50 total units, 
the entirety of which will be considered affordable and designated to families with income of 
30% CMI or less. We plan to use our location and proximity to various community resources to 
integrate these families into the existing residential community. Moreover, the density of of 
commercial space surrounding the residential neighborhood presents various job opportunities as 
well as childcare and education services that will help enhance stability in the lifestyles of 
tenants.  

Our decision to house families reflects Porchlight’s Karla Jameson’s statement that two-bedroom 
affordable housing units are a huge need in Madison, as well as our desire to keep the negative 
influences accompanied with other homeless populations out of the existing residential area. 
Also, the location is conducive of a convenient environment for both parents and children which 
will help fill our development and keep demand stable. The location is within a mile to public 
schools as well as commercial developments that present part time work opportunities. 

All units will be equal in size, including two bedrooms and one bathroom. Thus, we are able to 
standardize rent and consistently attract one tenant demographic: families. According to the City 
of Madison, a family of four who makes 30% of the County Median Income brings in $24,250 
annually so in order to keep rents below 30% of their income, maximum rent that can be charged 
is $606. Our project becomes feasible with rents at $588 but we will be charging $600 per month 
to increase our income so that we can re-invest back to our tenants with career and childcare 
services. In order to do so, our development will receive significant subsidization from the Dane 
County local government as well as WHEDA issued Low Income Housing Tax Credits, in 
addition to a loan. Our ability to keep our leverage low comes from our complete devotion to 
create affordable units and the funding we receive from the government and WHEDA is 
paramount for keeping our development feasible.   

 

Urban Economics 

Our proposed development site is located at 7433 Tree lane on the West side of the City of 
Madison, Dane County. The site is 0.9 acres in size and is currently vacant and temporarily being 
used for gardening purposes. The site is surrounded on three sides by residential developments 
and faces Sunset Memories garden to the South, a quiet immediate neighborhood.  



 
 

 
 

To the North, 7433 Tree Lane is surrounded 
by the Tamarack Trails condominium 
complex and the Wexford Ridge apartments. 
Beyond that lies Walnut Grove Park and 
multiple houses of worship. This is potentially 
attractive to religious residents of multiple 
groups.    

To the East, within a mile of our site, James 
Madison Memorial High School, Thomas 
Jefferson Middle School, and Lussier 
Community Education center all sit next to 
each other, presenting the greatest asset to the 
families in our housing development. Just 
slightly further east is the John Muir 
Elementary School, creating an educational 
opportunity for children of all ages who live in 
our family development. Our proximity to 
schools is essential in aiding our longterm 
goal of creating a lasting, sustainable, 
successful lifestyle for the homeless families 
we serve. Education has the power to uplift 
the children who stay in our development and 
give them the skills to be contributing adults 
in society.  

Also very close to the Western front of our 
site is University Health Care Inc. corporate 
office. This proximity to office space presents 
a potential employment opportunity among 
other nearby commercial spaces. 

South of our development, the surroundings 
differ from the dense residential 
neighborhoods. Directly South is Sunset 
Memory Gardens which adds an aesthetically 
pleasing element to our development and 
beyond that is the West Towne Mall retail 
center.  

West Towne Mall offers a solution to just 
about all tenant good consumption needs and 
creates a multitude of part-time low wage 
jobs that families in the affordable housing 
may be seeking. This is especially helpful to 

parents looking to work a limited number of hours to balance with childcare and job 
opportunities span from restaurants to retail. Close to West Towne Mall also lies major low cost 



 
 

 
 

depot store, Walmart, which greatly benefits our 
targeted demographic. This is another positive 
for families that need to consume durable goods 
for their children at a cheap price.  

Lastly, to the East of our site are the Greenbriar 
Village Apartments, Haen Family park, more 
dense residential neighborhoods, and a strip 
retail center. All of which add to the utility of 
our location and the strength of our 
neighborhood. The surrounding residential 
developments conduce an atmosphere of security 
and stability which is something we want our 
residents to acclimate to.  

Accessible transportation is another strength of 
our affordable living development. Within about 
a mile radius, tenants can go from their home 
onto the greatly traveled Beltline Highway. For a 

tenant who may need to commute to a job to support their family or access goods, this is a great 
convenience. For a tenant who may need to access public transportation, our development is 
within walking distance of bus stops on the Madison 14, 15, and 67 routes. Not only is 
transportation available, but being in close proximity to multiple routes adds flexibility to the 
transportation. Even during cold Wisconsin winters, the distance to the bus stops is a manageable 
walk that can be made.  

Overall, our site is six miles from the downtown Madison city center, but the other aspects of our 
location including, schools, parks, and commercial space contribute to its status as a desired 
location. For us as developers, this has certain implications on our development process. The 
prime location will likely make procurement of the site more difficult and the density of the 
population could lead to resistance to the inclusion of low income families and a chronically 
homeless population entering their neighborhood. Thus, to mitigate some of these negative 
externalities we have chosen families as our demographic instead of a potentially dangerous 
population and will work with the City Government to acquire the land.  

Based on sales comparable of adjacent sites, we can assume that land acquisition costs will be 
around $250,000. As aforementioned, the price of the land reflects the premium to be paid for 
proximity to education, jobs, safety, and entertainment. The price we must pay for the land will 
later on be reflected in higher required rents than that of developments where the land is granted 
at minimum cost by the local municipality.  

Loan Consideration 

In order to develop exclusively affordable units on our site we are looking to maximize 
subsidization and equity while keeping leverage as low as possible. As a development with 100% 
of units at affordable rates, we are eligible for to receive a substantial amount of our total costs 
through grants and LIHTC. Thus, the loan that we will need to take to complete the capital stack 



 
 

 
 

required for this project is very small. With an LTC ratio of 12.24%, we will be procuring a loan 
worth $959,375.  

This loan will be a permanent loan, amortized over 30 years at an interest rate of 4.00%. The low 
borrowing rate we hope to pay on this loan is an effect of high demand for the product we are 
developing which increases the safety of the loan through the eyes of the lender. As a result, our 
monthly loan payments will be $4,580.20.  

Though uncommon to see LTC ratios as low as ours, the combined low cost of construction and 
maximum eligibility for subsidization puts us in a unique position to keep leverage low.  

In regards to the origination of our permanent loan, we are ineligible to work with Cinnaire for a 
permanent loan at this point because we do not have 2 years of tenant occupancy history to 
demonstrate, so we will look to other lenders in the Madison/Dane County area.  

 

Tax credits, City/County Grants, TIF Considerations  

Unfortunately our site is not part of tax increment district (TID) making us ineligible for Tax 
Incremental Financing (TIF) considerations. As a result, we will be taking advantage of of both 
tax credits and county grants to subsidize our development. Given that Dane county can allocate 
2 million dollars per year towards affordable housing development, we expect to receive a grant 
of $1,000,000 from the local government based on historical allocations. This represents 12.76% 
of our total construction costs.  

We are confident in our ability to be awarded the $1 million grant from the city/county because 
of our 100% ratio of affordable units in our development. We hope our willingness to maximize 
the homeless population we serve translates to the municipalities willingness to maximize the 
funding they provide. Also, our decision to house families rather than the homeless population 
that exhibits addiction and crime will likely draw greater support from the Madison community 
and their will be less resistance when allocating a large portion of budgeted funds to us rather 
than another project.  

We also plan to fully utilize the funding that can be provided by 9% competitive tax credits. With 
100% of our units designated to extremely low income families we optimize our eligibility for 
LIHTC. Our eligible basis for credits is $6,875,000 with our annual 9% credit amounting to 
$618,750. If we sell our 10-year credit payments for $0.95 per dollar per WHEDA 
recommendations, we gain $5,878,125 in equity towards our development, representing 75% of 
our total capital budget ($7,837,500). Thus, the remaining 12.24% of costs will be financed by 
our construction loan.  

By our estimates, we will produce a very competitive score in our QAP to WHEDA for 9% 
LIHTCs. A large contributing factor to our competitive score is the full 60 points we will receive 
for serving the lowest income population as well as the full 30 points allocated to credit usage. 
Another large contributor of points is the 25 we will receive for developing in an opportunity 
zone which WHEDA prioritizes.  



 
 

 
 

 

 

Affordable Housing Development Considerations 

The premise our development is to benefit chronically homeless families in the long run by 
creating a better upbringing with more positive influences for children while helping parents 
attain a sustainable career. In order to assist the the execution of these goals, we will need family 
case managers similar to those employed at Porchlight. While Porchlight staffs 1 case manager 
per every 15 families or so, we do not have the same resources for our development. Given that 
we have 50 units available for families, we would need to employ about 3 case managers to 
handle all families when vacancies are accounted for. It is our hope to staff 1 case manager to be 
on site throughout the day who is available by appointment or drop in requests. Also similar to 
Porchlight, case managers would be given an hourly wage of $15, adding to our operational 
costs. This is one of the reasons we will be charging $600 per month in rent rather than our 
minimum of $588 in our feasibility model. The added income will help us provide this service to 
residents and further our goal of a lifestyle change for homeless families. 

More specifically, the services of our on-call case manager would be twofold: career advice for 
adults and educational guidance for children. Our case manager would be available to help adults 
with task such as completing job applications, searching employment opportunities, exploring 
career paths, and budgeting income. For children, our case manager would advise parents on 
enrollment to public schools, general benefits to education, and procuring documentation to 
ensure eligibility in school. We also anticipate the provided service to residents to help us secure 
funds from both WHEDA and the city/county.   

Our affordable housing development does face some risks including construction costs exceeding 
our budget and communal resistance to a formerly homeless population entering the 
neighborhood. Other risks to our cash flows include higher than expected vacancy rates or fines 
issued for failed compliance with WHEDA site monitoring.  

Financially, we have a small amount of leeway with rents should our costs of construction be 
skewed and our most likely course of action would be to increase our leverage to offset 



 
 

 
 

unexpected construction costs. While this puts pressure on the feasibility of the development, our 
low current leverage should allow us to increase debt to some higher level without jeopardizing 
the completion of the development.  

Non-financial risks, such as community resistance, will have to be mitigated through negotiation 
and advocating to the local government and neighborhood associations. This will involve 
qualitative reasoning rather than presentation of financial statements and financial feasibility 
models.  

 

Spatial feasibility Analysis 

In order to keep our costs low, our affordable housing characteristics are simplistic. Our 
development will consist of 50 units, all with 2 bedrooms, 1 bathroom, and a combined kitchen 
and living space. Each unit will be 750 square feet in total size, giving us a total rentable area of 
37,500 square feet. In addition, there will be 10,000 square feet of common space in our 
development, giving us a building total of 47,500 square feet. Our targeted demographic are 
families of four so we underwrote our maximum rent to be $606, equalling 30% of the family 
income for families earning 30% of CMI, while our minimum feasible rent is $588.  

Based on sales comparisons from surrounding sites, we estimate that land costs will total about 
$250,000. Other underwriting specifications included vacancy rates of 120 $/sqft hard costs of 
rentable space, 95 $/sqft hard costs of common space, and soft costs of 25% total costs.  

 

 

 

 

 

 

 

 

 

 



 
 

 
 

Visuals 

1. This rendering was created to highlight important amenities in the immediate area of our 
subject property.  

 

 

 

 



 
 

 
 

2. The following photos were taken of our existing site in its current state as undeveloped.  

 

 



 
 

 
 

 



 
 

 
 

 

3. This is a rough artistic rendering of our development. The building will be 5 stories and very 
simplistic with common area being on the first floor.  

 

 

 

 

Sunset Memory Residential 



 
 

 
 

4. This graph represents issues pertinent to our development, more specifically to the financial 
feasibility of the project. This graph dissects our capital budget to see where money is required. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 
 

5. This diagram represents a broad timeline of receiving affordable housing assistance in Dane 
County 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Planning

• Need	for	affordable	housing	in	Dane	County	
•Developer	Idea	to	solve	problem

Funding

•Develop	QAP	and	WHEDA	application	(December)
•Apply for	predevelopment/construction/perm.	loan	

• Negotiate with	city/county/neighborhoods	to	procure	grants

Construction

• If	LIHTC	is	received,	sell	credits	to	contribute	to	equity	stack
• Hire	Contractor and	break	ground	for	construction	(July-September	of	
following	year)

• Compliance	with	WHEDA	contruction	timeline	(2	years)
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6. These charts represent our targeted demographic and prospective residents for Sunset Memory 
Residential. The first chart shows the trend of homeless families in Dane County while the 
second illustrates the number of homeless children in Dane County. It is our goal to minimize 
these numbers and continue the trend of diminishing numbers as of recent years.  
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Pleasant Heights Development 
5922 Research Park Boulevard, Madison 

 
Section 1:  
  
Madison Wisconsin is home to over 3500 homeless people each year and almost half of this 
homeless population is made up of single individuals 1. Our goal is to create an affordable 
housing development for single homeless individuals in an attempt to help fix this problem.  
These individuals have multiple job opportunities located within walking distance or a bus ride 
from our site.  The site we have been assigned is located in the middle of a research park, right 
off of Mineral Point Road across from CUNA Mutual.  This means our site is located only 1.5 
miles from West Towne Mall, a strip mall, Walmart, Woodman’s and various 
restaurants.  Examples of potential jobs our residents could obtain include sales associates in 
West Towne Mall, maintenance staff at CUNA Mutual and the surrounding businesses in the 
business park, servers, cooks, or hosts at the various restaurants nearby, and store associates and 
stockers at Walmart and Woodman’s. All of the jobs previously listed are entry level, so they 
would be perfect for our tenants if they don’t have a professional background. 
 
Our site contains 66 total units.  This number is made up of 21 units at 30% of CMI renting for 
$448/month, 35 units at 50% of CMI renting at $746/month, and 10 units at 100% of CMI 
renting at $1,493/month. We will also have a computer lab and mental health services on site for 
our tenants to utilize.  Our site is currently not located in a TID district, but is on the border of 
TID District 46 (Research Park).  If we could expand this district onto our site, our development 
would require less debt financing, as we would be able to sell the tax credits we would obtain 
and use this money to fund our development. 
 
Section 2:  
 
Our site has numerous positive externalities because of its close proximity to many important 
locations on Madison’s west side. Our site is located between the Beltline (Highway 12) and 
Mineral Point Road. Approximately 4,341 people/square mile live in the 53705 zip code2, so it’s 
a fairly dense area in terms of population. Work opportunities for our tenants are plentiful and 
provide a great variety of options with numerous employment centers nearby--there are office 
buildings, the West Towne Mall, Westgate Mall, Market Square shopping center, Woodman’s, 
Walmart, various restaurants, coffee shops, and retail stores--all within 2 miles of our site. Most 
of these locations are within a 15-minute walk, with the exception of Walmart, which is about a 
35-minute walk. Having so many employment centers nearby is great for our tenants, and it 
should allow us to get full points on the WHEDA scoring for that category. 
 

																																																								
1	“Homeless In Madison.” Porchlight, Porchlight, porchlightinc.org/homelessness-in-madison/	
2	Team, ZipAtlas.com Development. “Population Density in Madison, WI.” Population Density 
in Madison, WI by Zip Code, 2017, zipatlas.com/uw/wi/Madison/zip-code-
comparison/population-density.htm. 
	



In terms of walkability, our site is in an excellent location. It is only a ten-minute walk to the 
West Transfer Point, where many of the city buses stop. There are more than 10 buses that stop 
on Whitney Way and 20+ city buses have a stop within a mile of our site. In terms of access to 
food and other essentials, Woodman’s and Walmart are less than 2 miles away, making it quick 
and convenient to travel to either of them by bus. Our site is also just 2 miles from the district’s 
Elementary, Middle, and High Schools. There are also 2 large parks, Elver and Garner, located 
2.5 and .5 miles from the site, respectively. The site is located in a virtually crime-free pocket 
within the area. There has been virtually no reported criminal activity within a mile of our site in 
the last 90 days3.  
 
The negative externalities of our site include the fact that it is currently zoned as commercial, 
which we don’t anticipate as being an issue as we expect to be able to have our site re-zoned. 
While our plan doesn’t necessarily “fit in” since all of the surrounding buildings are either retail, 
office, or university buildings, we think that our development would be a great addition to the 
area as it would add a large group of potential employees and add to the variety of building types 
in the area. However, this could cause tenants to feel as if they are lacking a sense of community 
and neighborhood, as well as cause pushback for residential development from nearby 
businesses, which we will have to address if it comes up. 
 
Our selected site was given 7 total points in the land scoring characteristics provided by the City 
of Madison.  The site was awarded points for being in a planned land use district, being located 
in a stable community as indicated by the unemployment rate census, and having the following 
within a quarter mile of the site: a Metro, places of employment, a school, a healthcare facility, 
and a park.  These characteristics are very important to our tenants and will positively contribute 
in helping them gain employment and breaking the cycle of homelessness. Just as important, 
these characteristics will gain points on our WHEDA application in regards to site location.  
 
The site was not awarded points because it does not have a grocery store less than a quarter mile 
away, it is not vacant and subdivided, the census tract does not label it as high need, the median 
income is below 100% area median income, and it is not located within a school district that is 
ranked in the first or second best 25% of school districts according to the Department of Public 
Instruction (DPI). Not having a grocery store within walking distance is not ideal, however our 
solution site is on a bus route and there are multiple grocery stores very close to our site via 
bus.  Our target population is single individuals who are out of school so not being in a top 
school district is not a concern for our tenants.  Because our site is not receiving points on our 
WHEDA application for the reasons previously explained, this will hurt our application.  Our site 
gains many points in other areas that makes up for this loss though. Overall, our site scores very 
well and has many positive aspects that would be beneficial for low income housing. 
 
One weakness of our site is the fact that is not in a TID District.  This prevents us from receiving 
TIF money which could be a source of funding if were were in the district.  We believe that the 
city would allow us to expand the TID District that is right next tour property (District 46 
Research Park) in order to allow us to receive TIF money.  Based on past news articles, Madison 

																																																								
3	“CrimeReports.com.” CrimeReports, 2017, www.crimereports.com 
	



has expanded TID Districts in the past to make development more affordable so we are confident 
they would allow the expansion for our site as well.   
 
Another weakness is the size of our parcel and corresponding price. Our site is 35.2 acres and its 
2017 assessed value is $2,553,500, according to the City of Madison4.  Since we have to 
purchase the entire site, this contributes a large portion to the hard costs of the property.  As 
mentioned, our site is located in the middle of a research park, which is not ideal for residential 
development because it is not within walking distance to grocery stores. There are many bus 
stops nearby that can transport our tenants, however. 
 
In terms of the urban economy, our site is surrounded by many large and small businesses. These 
businesses could potentially employ the people living in our development as stated earlier. 
 
Section 3: 
 
There are many important assumptions to make and consider with any development, and our site 
has some specific loan considerations and conditions we will use for this project. The cost of 
debt we will use is 5.5%, while the cost of equity will be 6.0%. The average new development 
cost/unit we will use to approximate our total costs is $190,000/unit. If we assume that we will 
have 66 units, we can estimate our total costs as $12,540,000 + site acquisition cost ($2,550,000) 
= $15,090,000 projected costs.  
 
Our loan-cost that we will assume for this project is 22.5% of the total cost, or $3,352,500 in our 
case. Typically, this ratio is much higher, usually around 75-90%. We will also be assuming a 
5% vacancy rate in our calculations, which is average for the area. We estimate that building and 
land costs will account for approximately 75% of the total costs for the project, so we will need 
to make sure that we are being as efficient as possible from a cost standpoint regarding those two 
items. 
 
Section 4 
 
Dane County offers several methods of financing to help make Affordable Housing projects 
feasible. Among these are Low Income Housing Tax Credits (LIHTC) and Tax Incremental 
Financing (TIF), which we plan to utilize in our project. The funds we receive from these 
programs will allow us to take on less debt. 
 
LIHTC is a program designed by the Wisconsin Housing and Development Authority (WHEDA) 
to encourage private, non-individual investment in low-income rental housing. Developers must 
apply for these tax credits and they are awarded to the projects that score the highest based on a 
criterion set up by WHEDA. The tax credits are a dollar for dollar offset to federal tax liability 
and are received over a 10-year period but affordability extends for 30 years. The LIHTC award 
is an annual allocation, meaning that whatever amount is awarded is received in annuity for 10 
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years. We plan on selling these tax credits and using the funds as equity in our development. We 
have estimated that the proceeds from this sale will be $10,004,363. 
 
WHEDA’s scoring criteria for LIHTC applications breaks down the scoring into several different 
categories. We’ve tailored our development proposal to try and win as many points as possible. 
Our site is 5922 Research Park Blvd and has many strong external linkages. The site meets 
enough requirements to win all 30 points in the Opportunity Zones and Low Income Areas 
categories. These requirements include; having a median income and unemployment rate for the 
area in the census tract and being located near several amenities including schools, grocery 
stores, and a public park. These are all the points that were available with regards to site location. 
A large portion of the points available are tied to the type of units that will be offered. In section 
one we mentioned that the unit breakdown would be 21 units at 30% CMI (Rent of $448), 35 
units at 50% of CMI (Rent of $746), and 10 Units at 100% of CMI (Rent of $1,493). This mix 
will win us 72 of the 77 points related to unit breakdown. There are also points available for 
projects that have designs that are considered sustainable and universal. Projects that are certified 
by the Enterprise Green Communities are considered sustainable. We plan on constructing our 
property to meet the criteria set forth by Enterprise Green Communities. We also plan on 
adhering to the 2009 International Building Code for universal design. This would net us 46 of 
the 50 points available for these sections. 
 
Finally, the last major areas that we will be scoring points in has to do with the projects 
financing. If you refer to our Feasibility Model you will see that we’ve estimated LIHTC equity 
to be about 70% of our capital budget. This means that our financial participation makes up 30% 
of the capital budget, this is more than 5% higher than what is required to score all 25 points in 
the financial participation category. WHEDA also awards points to developments that plan to be 
economic in regards to how they use the credits. Based on our estimated credit per unit value we 
would be rewarded 25 of the 30 points for this category. 
 
We are confident that our application will be successful. Per our calculations we will be scoring 
around 210 total points. Last year the average score for successful applications was 206. This 
means that we have a strong application. If we receive less than the amount we are asking for we 
plan on taking out more debt to make the project feasible. 
 
As I mentioned earlier, we also plan on using TIF funds to help make our project feasible. This is 
a method of financing where the annual property tax increment generated by the development is 
rebated to the owner. The tax increment is the difference between the current amount paid on the 
undeveloped property and the annual assessment after the development is completed. To 
determine how much tax incremental financing will be awarded the tax increment is valued as an 
annuity. It is discounted at the community borrowing rate over a period of years set by the 
community. The amount awarded to the developer is treated like a 0% interest loan and must be 
paid back over time. 
 
To be eligible for TIF the property must fall in a Tax Increment District (TID). However, if it is 
adjacent to a TID, the developer may request for the site to be amended into the district, this is 
what we plan to do with our site. If you refer to our model, you will see that TIF funds make up a 
very small portion of our capital budget, we forecasted that we’d receive about $75,032 in TIF 



funds. In the case that we are unable to secure these funds we plan on taking out more debt or 
equity to cover this portion of the financing.  
 

Section 5:  
 
Our property has presented some unique opportunities and challenges that came as a surprise to 
our group. Being located on Research Park Blvd, the property is in the middle of exclusively 
commercial uses. In addition it is over 30 acres, quite a sizeable parcel for affordable housing. It 
is likely that these factors cause the purchase price of our land to be a high $2,553,500 based on 
the assessed value in the tax records. The vacant lot is owned by CUNA Mutual Group and 
commercial uses often create more value than residential, driving the price of our land up even 
further. Requiring the proper zoning may also take some time as this property is most likely 
earmarked for future commercial use.  
 
However, our property presents some advantages with the strong linkages. There are multiple 
bus stations located a mere 50 feet from the site on Mineral Point Road, with bus routes that take 
about 45 minutes to reach the Capitol Square. Additionally there is plenty of skilled and 
unskilled labor in the area that includes biomedical businesses, restaurants, and more. This ease 
of transportation helps lower our costs and make our site more attractive to potential tenants. 
 
Other risks to our cash flows and model include development delays and construction taking 
longer than expected. Our site is not flat and most likely would require significant improvement 
before being suitable for an apartment building.  
 
However, our proposal to house single individuals will capture the strong points of this site and 
use them to our advantage. Most single people will be perfect for simple labor (manufacturing) 
jobs with companies such as Exact Sciences and Advanced Assembly. There is also Unity Point 
Healthcare just across the road, allowing tenants easy access to healthcare.  
 
Section 6: 
 
Our project is viable with an average rent of $764 per tenant and a mix of 21 units at 30% of 
CMI, 35 units at 50% of CMI, and 10 units at 100% of CMI. The rent at each of these levels is 
$448, $746, and $1,493 respectively. We assumed a land cost of $2,553,500 based on the 
assessed value and other nearby sites. We used a hard cost of $130/SF and $95/SF for residential 
and common area space respectively. This was based on numbers that were provided to us by 
David Ginger and Tom Landgraf. Furthermore, we have included a computer lab (5 computers 
and space for $50,000) and the cost of mental health services ($50,000 a year for ten years). 
These costs along with soft costs equal to 10% of hard costs and a 12% developer fee (both 
mentioned in class as suitable numbers by Jaime, David Ginger, and Tom Landgraf) provided us 
with a total budget of $14,166,640. As David Ginger mentioned, tax credit equity for 9% tax 
credits is roughly equal to 65% of project budget so we provided for tax credit equity of 
$10,004,363 leaving us with a net capital budget of $4,339,993. 
 
We used a LTC of 80% to obtain a $3,471,995 loan with a 5% rate, 25 year term and 1.25% fee. 
Our annual debt service was then found to be $243,563. Our required equity was the money not 



provided by the loan, or $911,399. Although our property is not in a TIF district it is right next to 
one. We did the analysis without TIF money as well as with a 50% increment as it was likely our 
parcel would be added to the district. We did not use a 100% increment as it is very rare that a 
developer will receive the full increment. Our increment is based off of the current estimated 
taxes of $58,731 compared to the new taxes as proposed of $76,774. The current taxes were 
estimated using our properties assessed value and the mill rate. With a required return on equity 
of 6%, the necessary annual return to equity holders is $50,182 with TIF or $54,684 if our parcel 
fails to be added to the district.  
 
When the annual equity return without TIF is combined with the annual debt service, the 
required NOI is $298,247. We used the estimated $3,000 operating expenses per unit per year for 
a total estimated operating expenses of $198,000. Property taxes were found using the NOI and 
cap rate of 6.5% to find property value, which was then taxed at the 2.3% mill rate for a total 
property tax of $76,774. We then backed into our EGI of $574,198 and then using our assumed 
vacancy rate of 5% we found our PGI of $604,419 and average rent per unit of $763. Note that 
all these numbers are excluding the TIF financing yet our project is still viable. Any TIF 
financing that we would be able to obtain would only lower the required average rent and make 
our project even more feasible. 
 
Lastly we chose a tenant mix that satisfied our requirements. By choosing a mix of 21 units at 
30% of CMI, 35 units at 50% of CMI, and 10 units at 100% of CMI, we generated a PGI of 
$604,419 and average rent per unit of $763. These numbers are higher than the requirements 
generated by our model and therefore make our project feasible. 
 
Section 7: Overview and Take-Aways 
Overall, out site is not ideal for residential development.  It is zoned for commercial use, not in a 
TID District, and is currently owned by CUNA Mutual. In addition, it is a huge parcel of land 
that would all have to be purchased, driving hard costs up. If you could purchase part of this 
land, this may be feasible however. Our location is very close to many positive externalities such 
as the West Transfer Point and other public transportation and many job opportunities. There 
isn’t a close grocery store to our site though, so this is another negative aspect.  To conclude, our 
site could be a feasible development with modifications such as only purchasing part of the huge 
parcel. 
 
 
 
 
 
 
 
 
 
 
 
 
 



Section 8:  
 

1. Map of site area with pin drops: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
We created this image which shows our site (red pin) and the schools, parks, transportation 
services, and job opportunities available to our tenants.  This shows how close all of the above 
locations are to our site, benefiting our tenants. 
 

2.  
 
The above image is our site -- a grassy area with a slight incline.  It has a sidewalk running 
along the side facing Mineral Point Road, which helps our tenants walk places safely.  



 
3. Rendering 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
These images show a rendering of our site and our potential development.  Our site will face 
Mineral Point Road and will have parking located behind the development. 
 

4. Issues Specific to Our Project 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This shows a homeless single man sleeping in Madison near State Street on a 35-degree 
night.  You can see he is trying to take shelter under the building's overhang. 
 



5. Steps to Obtain Housing Assistance in Dane County 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This diagram shows the process that applicants go through in order to be approved for and 
subsequently live in either Section 8 or Public Housing through the Dane County Housing 
Authority5. 
 
 

6. Demographic Information  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

																																																								
5	“Frequently Asked Questions.” Frequently Asked Questions, 2017, www.dcha.net/faq.php.	
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The above graph shows the breakdown of the homeless population in Dane County in 2013. This 
is the most recent breakdown we could find.  As shown, single individuals make up the largest 
portion of this population, representing over half of the total homeless population. This is why 
we chose to target single individuals for our development because we feel this would have the 
biggest impact6.   
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Stonebrook Terrace 

703 South Point Road, Verona

Section 1: Brief Introduction 

The greater Madison area is facing a homelessness epidemic. According to Karla Thennes, the executive 
director of Porchlight, rising rents are making housing unaffordable for people receiving hourly wages. 
For example, affordable rent at 30% of median income in Dane County is $2,400/month but a person 
making $15/hour can only afford to pay $720/month in rent.   

For our project we are building a 50-unit mixed income development at 703 South Point Road in Verona, 
WI and are targeting single parents/families with 1-2 children. The majority of the population in Verona 
is made up of kids from 5-17 (20%) and working adults 35-44 (18%). In addition, the average median 
income is $90,000 and 60% of the population has college degrees (98% have high school diplomas). 
Despite the high level of income and education, over 2% of the population in Verona lives below the 
poverty line. Women from ages 15-34 make up the majority of the population living in poverty 
(approximately 30%). 

Since the population is a divided between upper and lower class, we decided that 20 of the 50 units will 
be priced below 30% AMI while the remaining 30 units will charge market rents.  Currently, our land is 
owned by the city of Verona and is being used for agricultural purposes as a corn field. As a result, we 
plan on entering into a land agreement with the city to get the land at no cost in exchange that we build 
affordable housing. In addition, to help finance the rest of our project, we plan on using Low Income 
Housing Tax Credits (LIHTC). Since our project does not fall within a TID and currently has no property 
tax records, we are unlikely to receive TIF. However, we have included TIF in our model to examine the 
effects it would have on our development. A potential TID expansion that would be applicable to our 
development would be to expand TID district 7 in Verona to include our property. 

We determined that our development can generate an annual NOI $299,645.09 with 4% vacancy. Based 
on our NOI, we determined that we can charge at or below 30% AMI ($675/month) for our low-income 
tenants, with the remaining 30 units priced at market level rents ($995.05/month). We chose to do a 
mixed income development because it helped make our project financially feasible. In addition, wealthy 
families provide many positive externalities to our target population. For example, higher income families 
put a strong emphasis on education and higher income neighborhoods generally have lower crime and 
drug problems. 

We chose to target single parents because Karla Thennes said this population has one of the highest 
demands for housing. In addition, the location of our property is surrounded by residential development 
targeted at young couples. Our development will include daycare service and a small technology center 
because both Mayor Paul Soglin and local developer Tom Landgraf said these services are in high 
demand. However, the one drawback to our site is that it has limited access to public transportation. There 
are two bus stops located across the street from development but they only have one bus line that runs 
through them. In order to make our development a better candidate for LIHTC, our property will include 
a shuttle service to West Towne Mall so our low-income tenants can get to work. 



Since our property is located in Verona, there are not many jobs located within 0-0.5 miles from our 
property. The only options for work within walking distance are working for the fire department, as 
teaching assistants at a local preschool (Academy for Little Learners), or as part of the property 
management team for our development or at Legacy Apartments, which is located down the street.  
However, there are a lot of job opportunities at West Towne Mall, which is located 3 miles east of our 
property.  For tenants who did not receive a strong education, the mall has many fast food/chain 
restaurant (Taco Bell and Cheesecake Factory) positions available. Our low-income tenants who have a 
stronger education background and previous work experience can apply for upper level positions such as 
store managers, operations consultants, and sales associates. These positions are available at GAP, JC 
Penney, and LIDS. 

In addition, there are several schools (ranging from 0.5-4 miles) and grocery stores (2-3 miles) located 
nearby so our tenants have everything they need without having to travel far from home. Children can 
take the school bus and our low-income tenants can use the shuttle service to purchase groceries.  

Section 2: Urban Economics 

Surrounding our property is a newly developed single and multi-family neighborhood on one side as well 
as a currently developing single family neighborhood. Verona has a population of 19,225 and is growing 
at 3.11% per year with a population density of 1,759 per square mile.  Our site is located 3 miles away 
from West Towne Mall, a focal point of the west side of Madison.  Job opportunities stemming from 
West Towne mall are as close as 1.5 miles away from our site.  These job opportunities include fields in 
retail, service, food, and public service.  Unfortunately, besides those jobs there are not many other 
opportunities within walking distance. In fact, our site receives a walkability score of zero. Like 
previously mentioned, our site is close to a bus stop but one that has only one line. With our shuttle 
service, opportunities are available for grocery shopping or basic needs with a Pick ‘N Save, Target and 
Menards, as well as plenty of smaller retail shops and restaurants.   

A few positive externalities surrounding the site area are the recently built Olson Elementary School, 
which is located less than a mile away from our site, as well as the open country landscape which 
provides plenty of privacy and the sprawling urban development around our site. Olson Elementary 
School in particular would greatly help us with our WHEDA scoring because of its close proximity. 
Although there are many positive externalities of our site, the one thing holding us back is the relative 
distance to job opportunities, shops, grocery stores, and restaurants.  This inability for our tenants to walk 
to their jobs could greatly hurt us, which is why we have implemented a shuttle service to help offset this 
setback. 

Our site is not currently within a TID district, however district 7 is to the south of our property and may 
be able to be expanded to include our site. If successful, this additional financing could help us to 
implement our services, such as our shuttle, to be more accessible to low-income residents. Since 
development around the property has been increasing, our site may be an attractive location for TIF in 
order to continue this growth in development and provide the city with more property tax revenues. 

Section 3: Loan Considerations 

Loans for affordable housing developments are often made in partnerships with local banks. Through the 
Community Reinvestment Act of 1977, lending institutions are encouraged to meet credit needs expressed 
by the local community from which they receive deposits. Given this fact, local banks may express 
interest in making loans on affordable housing developments like ours in order to meet their 
commitments.  



 
Given the need for new construction on our site, acquiring a construction loan is important for the success 
of our development. Karyn Knaack, lending expert from Cinnaire, explained the need for construction 
lending to bridge equity installments from Low Income Housing Tax Credits (LIHTC). Since LIHTC 
credits are received over time, construction loans are necessary to provide immediate financing for the 
physical development of the site. Most construction loans range from 18-24 months and are typically 
priced using LIBOR and a spread. Currently, rates are about 4%, which is the loan cost used for our 
development. Considering tax credits and an equity partnership of about 17% of total project cost, the 
loan-to-cost (LTC) of the development is 75%, for a total loan amount of $3.53 million. This loan amount 
is only about half of the capital budget and will enable banks to fund our development with a projected 
debt service coverage ratio of 1.31. This coverage will allow the proposed development to receive debt 
financing more easily, and will reduce the burden of debt payments. Knaack also mentioned that most 
lenders prefer 15-20% of tax credits to be paid in by the end of construction, which is an important 
consideration for our development when partnering with a private corporation on a LIHTC deal. 
 
Section 4: Tax credits, city/county grants, TIF considerations  
As mentioned, our affordable housing development will take advantage of Low Income Housing Tax 
Credits (LIHTC). These tax credits, which provide a dollar for dollar reduction in federal tax liability, are 
awarded to affordable developments that satisfy several criteria and are accordingly scored. Our 
development is applying for competitive 9% credits.  
 
We have decided to pursue LIHTC to fund part of our development since our property is expected to 
score well according to the Wisconsin Housing and Economic Development Authority (WHEDA) 2017 
scoring criteria. The following categories are those that provide us with the most substantial amount of 
points. Our development is mixed income, specifically 40% of units will be at 30% of County Median 
Income (CMI), while the remaining units (60%) will be market rate. This qualifies us for the maximum 
12 points in the third category, Mixed Income Incentive.1 Since the affordable units are 30% of CMI, we 
qualify for the fifth category, Serves Lowest Income Residents. In this category, we expect to be awarded 
51 points because all of our 20 affordable units are at this CMI level.2 WHEDA scores our development 
well in this category because the most crucial need is in the 30% and below CMI level. Moving to the 
sixth category, Integrated Supportive Housing, we qualify for 15 points due to the services we are 
providing to our target population.3 The single women and children we are targeting will have a daycare 
and technology center in the development in order to assist their living situation. 
 
Unfortunately, we do have to focus on areas that our site/development will not receive points in. For 
instance, the Universal Design category allocates points to developments that have implemented design 
features that make access for people with disabilities and wheelchairs easier. Since these features can be 
costly and do not align with our target population, we have not included them in our designs. This 
category maintains a total of 18 points, which is a sizeable amount compared to the rest of the categories. 
Furthermore, the opportunity zones category is not well-suited to our site because it relies on grocery 
stores, schools, and other amenities being within a mile of the site. Our site has a walkability score of 0 
and is not within 3 miles of the aforementioned amenities, which means we are not eligible to receive 
points in this category. Due to the poor locational attributes, we have decided to implement a shuttle 
service to offset the negative impacts of the location. 
 

																																																								
1 Calculation: 60% market rate x 0.80 = 48, maximum = 12 
2 Calculation: 40% affordable at 30% CMI x 1.29 = 51.6 points 
3 Calculation: 40% targeted units x 0.75 = 30 points, maximum = 15 



Tax credits are typically sold to a private corporation through an equity partnership. For the forthcoming 
financial information, we assume that our development will be awarded the 9% tax credits. David Ginger 
also stated the current market rate for tax credit-equity partnerships is $0.91 for every dollar of credit. 
Therefore, after calculating a total tax credit award of $2.52 million, we realize an equity amount of 
approximately $2.29 million. In proportion to our total projected development cost, this amounts to about 
33%.4

A unique aspect of our property are considerations made for land. Since our site is owned by the city of 
Verona, our development company plans to enter into a public-private partnership. Through collaborating 
with the city, our proposed development will have minimal to no land costs, which will make the 
development more feasible and will maintain necessary community support. Through correspondence 
with Rob Dicke, Director of the Dane County Housing Authority, it was determined that tax increment 
financing (TIF) will not be feasible for our development. This financing method is appealing to many 
affordable housing developments, however it is not typically used on city land. 

If our development were able to use TIF as a financing mechanism, we would need to apply to be a part 
of a tax increment district. This district would mean that the municipality would fund our project based on 
the increase in property taxes our development would generate. Because TIF could potentially be a source 
of capital, we ran an additional analysis assuming we received it. In our model, we used a conservative 
capture rate of 50%, an expected property value of $7 mm, and a tax rate of 2.3%. The resulting TIF 
would be $670,000.5 This would reduce our cash equity required from $1.1mm to about $500,000. This 
additional funding also reduces our required NOI by $40,000. While our model is feasible without TIF, it 
would be a great alternative financing option if we were not to receive LIHTC. 

Section 5: Affordable Housing Development Considerations 
After speaking with Heather Stouder, the Planning Director for the City of Madison, we were told that her 
staff would have trouble supporting a proposal for affordable housing that is not served by transit now or 
in the foreseeable future. Unfortunately, our site has relatively poor transit opportunities. With that being 
said, she mentioned that we may be able to overcome this issue by adding a shuttle service and/or on-site 
daycare. Adding a shuttle service would certainly increase our total costs concerning our 
development.  Purchasing a single shuttle bus will set our development back at least $60,000 plus costs to 
hire a driver. Aside from the costs that come along with providing a transportation service for our 
residents, the implementation of this shuttle service will increase our development’s scoring since 
WHEDA favors projects which decrease residents transportation costs. Other options we can consider 
include utilizing the Wisconsin rideshare program. This program would allow residents lacking a car to 
carpool with others to their desired destination. Additionally, the state offers a vanpool service but does 
not have a hub in Verona. Since we will have residents that require transportation, we could potentially 
coordinate with the city to set up a vanpool location close to our property. 

Section 6: Spatial Feasibility Analysis 
Taking into consideration the urban economics of the surrounding site area, costs specific to the proposed 
development, and potential funding sources for financial feasibility, the unique affordable housing 
development we are proposing provides an opportunity for much needed housing assistance for the low 
income population in Dane County. 

4 $7mm depreciable cost x 40% affordable x 9% credit = $2.52mm 
$2.52mm x $0.91 per credit = $2.29 mm 
5 $7mm property value x 2.3% = $161,000 proposed increment 
PV of $161,000 for 10 years at 3.5% cost and 50% capture = $669,000	



 
An important consideration to make when building affordable housing is to be proximate to transportation 
and job opportunities. The location of our development provides a balance between these two factors. 
Most importantly, the site is near West Towne Mall and its surrounding retail centers which provide low 
income individuals access to jobs that do not require special skills. Taking into consideration our target 
population, single women with children, it is important that we provide them access to advance 
economically to support their families. Paul Soglin, mayor of Madison, also emphasized the need for 
technology in affordable developments. With the implementation of a daycare and technology center in 
one of our buildings, we continue to appeal to our target market by providing care services that can be 
costly to low-income families. While our site location is not optimal, a positive externality of it is its 
location in a country style environment in the midst of many new developments. These developments will 
surround our site with high-earning individuals, creating a positive environment for our low-income 
residents. 
 
The most unique aspect of the cost structure of the development is the focus on developing a public-
private partnership with the city of Verona. In order to accomplish the goal of providing more low income 
housing, we believe it is feasible to develop our property on city land at little to no cost. This cost 
reduction gives our budget more flexibility to add services mentioned previously (tech center, etc.) which 
serves our target population. The incentive we provide to the city is to reduce the costs of the homeless 
population by making our site a low cost option for development.  
 
Financial feasibility is one of the trickiest aspects of any affordable housing project. Our development has 
managed to come up with a financing structure that will provide a 6% equity dividend rate, a 1.31 debt 
service coverage ratio to lenders, and affordable rents that apply for LIHTC. Through using 9% tax 
credits, we are able to finance about 33% of the entire project cost. The remaining cost will be financed 
with 50% debt and 17% from equity investors. The debt terms are favorable, with a 4% interest rate and 
24-month term, we are able to fulfill the equity dividend requirement. Additional financing aspects were 
considered, such as TIF and city grants. With regard to TIF, Rob Dicke conveyed to us that this financing 
would not be available on city land, and so our development relied on tax credits. Additionally, the 
Director of Planning & Development for Verona, Adam Sayre, stated that city grants historically had not 
been used for affordable housing developments. With city land being provided to our development, we 
maintain feasibility without the use of TIF or city grants. 
 
We have also considered scenarios in which our development does not receive LIHTC, as well as if our 
development does or does not receive TIF money. To begin with LIHTC, if we are not awarded the 9% 
credits, we do have the option to apply for the 4% credits, which do not give us as much equity but still 
finance a signifcant amount of the project. To make up for the gap resulting from the lower rate credits, 
we have several options. Through the Department of Housing and Urban Development (HUD), we can 
obtain a grant for building affordable housing. Additionally, the Federal Home Loan Bank (FHLB) also 
offers a competitive grant process for affordable housing. Beyond grants, the FHLB offers below market 
rate loans and long-term financing to assist with affordable developments. Reducing our borrowing rate 
via this type of loan is another method of funding our development. Moving on to TIF, if we were able to 
receive this financing we would be eligible to receive about $700,000 for the incremental property taxes 
generated. If we were not to receive TIF, we would need to rely on other funding sources more heavily, 
such as LIHTC, HUD and FHLB grants, debt, and investor equity. 
 
 
 
 
 



Estimate of Rents: 
 
X1= $867.03*50 units = $43,351.43 
X2= (10 units*R1) + (20 units*R2) + (20 units*R3) 
R1(30% CMI)= $419.53 
R2(60% CMI)= $839.06 
R3(80% CMI)= $1,118.75 
 

Visuals 
1. Map: This map highlights important public services located nearby such as fire, police, and 

medical opportunities as well as education and recreational services. These services represent the 
opportunities the low-income residents have for advancement  
 
 

Services Around Site 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

 
 
 
 
 
 
 
 
 
 



This map highlights the employment opportunities located around our site, these include gas 
stations, grocery stores, convenience stores, as well as other retail locations. These job 
opportunities do not require special skill and would be feasible for our target population to attain. 

 
Employment Opportunities 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2. Photo of Lot: This is picture of what our site is currently being used as. Since there is a lot of 
open space and real estate development projects nearby, we believe affordable housing could 
thrive at our location. 
 
 

 
 
 
 
 
 

 
 
 

 
 

 
 
 
 
 
 
 



3. Rendering of Future Design: This is a sketch of what our project is going to look like. Since the
surrounding neighborhood consists of single family homes and 2-3 story apartment complexes,
we wanted to build a similar design. Our development consists of two buildings, with a
daycare/tech center located in one of the buildings.



4. Photos of Specific Issues:  
 
 
This infographic demonstrating specific information about homeless young people represents the 
wide range of issues experienced by this population. This information sheds light on an issue not 
widely known, sexual violence in the young homeless population. It shows the need of our target 
population to be placed into affordable housing. 
 
 

 
 
 
 
 
 

 
 
 
 

 
 



This image shows the belongings of homeless people in Dane County around the government 
building. This image demonstrates that homeless individuals turn to the county and local 
government for assistance, but the county itself does not have the resources to help them. This is 
why private developers, like our development team, are necessary to work with the county to 
provide housing to these distressed populations. 



5. Diagram to explain steps to obtain housing assistance in Dane County: 
 
This diagram highlights the process to obtain section 8 vouchers for housing in Dane County. This 
program is clearly in high demand due to the fact that there is a waiting list. Included also are timelines 
for each step, while it is easy to know when the applications start, there is no telling how long individuals 
may be on the wait list.  
 

 
 
 
 
 
 

 
 

6. Demographic Information:  
 
This is a graph showing the percentage of the population living below the poverty line. We built 
this graph to highlight the need for affordable housing for our target population (women/single 
parents). Another important thing to look at when analyzing this chart is the age demographics. 
Majority of people living below poverty are 18-35, when people start having kids. 
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This is a chart of the income levels of our location. We created this graph to show that the 
majority of people living in Verona have high paying jobs. If you work on an hourly salary it 
might be difficult to afford housing in the area unless there low income housing developments.  
 
 
 

 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

This chart shows the age demographics of our location. We included this chart to emphasize how 
Verona is an attractive area for young families.  
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Section 1: Introduction 

Target Population 
The goal of our housing development, named Park Living, is to serve families in need of 

childcare because they work second and third shift jobs. The development will include 77 units of 
housing, 62 being affordable. These units will be 1 and 2 bedroom apartments because of the need 
for affordable housing for families in Madison (Thennes). Many of these families can only find 
work in 2nd and 3rd shift jobs and face the challenge of finding affordable child care. Due to this 
challenge, we will partner with Dimension and supply a 24-hour daycare service to allow the 
parents to work and provide for their families (Landgraf).  

Job Opportunities 
The location of the development is ideal for job-seeking individuals as well. It is within 

walking distance to many obtainable employment opportunities such as Pick ‘n Save (formerly 
“Copps”), Cargo Coffee, Quality True Value, Jade Garden, gas stations, Hansens Auto, Midas, 
Schmidt’s Auto, Arby’s, U-Haul, All Metals Recycling, St. Vincent de Paul food pantry, United 
Food & Commercial Workers, Dean Clinic, UnityPoint Health Meriter Clinic, and Wingra Family 
Medical Center. There are even more options for those willing to travel to work via one of the 10 
nearby bus stops. Additionally, there are many resources in the area, including a public library, 
Goodman Pool, YWCA Empowerment Center, Boys and Girls Club of Dane County, 
Neighborhood House Community Center, and the Madison Area Technical College Extension 
Office. Combined, these nearby businesses will provide jobs for people of all skill levels. Due to 
the diversity of employment opportunities, our tenants will be able to find a nearby job that suits 
them. 

Site Characteristics 
The site is located at 1402 South Park Street, Madison, WI 53715. The total lot size is 3.5 

acres. This site is flat and the land is vacant, making it perfect for new development. Therefore, 
we plan to build a development with 77 housing units on this site. The building will be 88,550 
square feet (SF) and 5 stories high. The floor plate will be 17,710 SF. Each apartment unit will be 
1,000 SF. The building will have a 3,000 SF common area with a full kitchen, dining area, 
restroom, and lounge leading outdoors so the tenants can socialize and cook meals together.  

The site has frontage on South Park Street on the Eastern border of the property and 
adjacent properties are as follows: Pick ‘n Save grocery store to the North, UnityPoint Health 
Meriter Clinic to the South, and Shenandoah Apartments to the West. This site is great because of 
its proximity to employment (listed above), transportation, childcare, healthcare, quality food, 
among other forms of medical assistance which are needed by all individuals in society (Soglin). 

Financials & Targeted Rents 
Using the front door model, required break even rent for this development is $503 per 

month. This is calculated with a total capital budget of $14,735,845, and a maximum allocation of 
$900,961 in tax credits. The Equity Dividend is $11,789 because they are providing $147,358, or 
1% of the project costs. The debt service is $211,986. A loan of $5,299,647 at 35.96% LTV is 
critical for this property’s financial feasibility and will be explained in more depth in section 3. 
This means our property needs to generate an NOI greater than $223,775. To lower our average 
required rent to what it is, the development team is receiving $9,009,608 in tax credits. The team 

Park Living
1402 Park Street, Madison, WI



will also be petitioning for a $1,000,000 city subsidy to cover construction costs. Additionally, 
management will request $100,000 a year for 5 years to provide services including a ridesharing 
program and caseworkers. The development team will be partnering with a local nonprofit to 
provide these services, they will be able to keep part of the subsidy and will make money on the 
Medicare and Medicaid payments from the tenants. The development team will not be asking for 
TIF because it is not allowed on city-owned land, but if the team was allowed to petition for TIF 
in the Wingra district, a $141,640 request to help with parking costs would decrease the required 
rent to $497. We can only ask for $141,640 because that is the present value of the tax increment 
generated by the project.  
 

Below is a chart that shows rent limits per month for one and two bedroom units at Fair 
Market Rent (FMR), 60% CMI and 30% CMI (Novogradac). 
 
 

FMR 60% CMI 30% CMI 

1 Bedroom $813 $884 $404 

2 Bedrooms $964 $1,075 $500 

 
These rents are accounting for a $75/month utility cost per unit. The FMR is below 60% 

CMI because FMR is the average, and 60% is above it. We recommend using a different rent for 
Market Rents. Additionally, the team worries families and individuals will still not be able to afford 
the rents listed above.  
 

Below is a chart with the unit breakdown. The team decided to go with 77 units because 
Park Living would not be competitive on the QAP with fewer units. 
 

 
FMR 60% CMI 30% CMI Total 

 
Amount Percent Amount Percent Amount Percent Amount Percent 

1 Bdrm 8 10% 8 10% 24 31% 40 51% 

2 Bdrm 7 9% 7 9% 23 30% 37 49% 

Total 15 19% 15 19% 47 61% 77 100% 

 
 This unit breakdown allows for Park Living to be financially feasible and provide 30% 
CMI units to 61% of our tenants.  
 
 
 
 
 



Section 2: Urban Economics  
Site Characteristics: 
 
 Location: 

The address of the subject property is 1402 South Park Street, Madison WI 53715. A more 
detailed description of the site is in section 1 of this report.  
 
 Population: 
 In 2015 the Madison MSA had a population of 627,618 (Social Explorer). In census tract 
13 of Dane County Wisconsin, the tract Park Living is in, the total population is 2,374 (Social 
Explorer). 41.9% of the households are family households according to Social Explorer. 9,844 
families in the Madison MSA were below the poverty level. Therefore, we believe there will be 
significant demand for our low-income property targeting families.  
 
 Density: 
 The population density in Census Tract 13 is 4,158.8 people per square mile (Social 
Explorer). This is much higher than the Madison MSA density of 230.1 people per square mile 
(Social Explorer). The higher density of people indicates an apartment building should be built 
rather than single family homes because land is scarce. It also means there will be more resources 
closer to our tenants than the MSA on average. The development team believes this makes Park 
Living a strong option for affordable housing. 
 
 Work Opportunities: 
 Tenant's’ work opportunities are explained in section 1 of this report. This site is ideal for 
job-seeking families because there are many types of businesses within short walking distance. 
Additionally, the rideshare program and many public bus stops nearby make it so tenants can easily 
get to jobs across the city. Tenants at Park Living will have access to the best jobs because of its 
connectivity to the immediate area and surrounding city via multiple forms of transportation. This 
is good because as a tenant’s work experience increases, he or she will not need to move to find 
higher paying jobs.  
 
 Public Transportation: 
 There are over 10 regularly running bus stops within a half of a mile of the site. We expect 
tenants will be able to utilize the busses to get back and forth from work, community events, and 
entertainment.  
 
 Access to Grocery Stores: 
 The property is located right next to Pick ‘n Save, which will help the project score well 
on the QAP. This grocery store accepts food assistance subsidies and therefore will be a good 
resource for many of the tenants. 
 
 Type of Neighborhood: 
 South Park Street is not known as the best neighborhood. However, our property is not far 
enough south to be in the bad area. We believe Wingra Creek is a good natural partition between 
Park Living and the worst part of the neighborhood. The more immediate neighborhood is up and 
coming as T-Wall Enterprises is building a luxury market rate apartment building down the street. 



Further down the street, another low-income development is close to completion. This 
neighborhood should continue to flourish as it has good access to public parks, playgrounds, the 
Wingra Creek bike path, and employment. Each of these aspects will help the property score well 
in the Opportunity Zones section of the QAP. 
 
 Crime Considerations: 
 We do not expect crime to be an issue at our property. Even so, we will have 24-hour 
surveillance at our building to ensure our tenants are safe. Park Living is also located on a busy 
street, which will be a deterrent for crimes. 
 
 Externalities: 
 We expect there to be positive externalities for our low-income tenants because a portion 
of our building is market rate and 60% CMI units. Additionally, their children will be able to have 
constructive play time after school at the daycare on site. They are also a short bus ride away from 
the Neighborhood House Community Center. One possible negative externality is the poverty-
stricken neighborhood to the south of Park Living. We do not believe this will be an issue in terms 
of crime, but it will be easy for our tenants to spend time in that neighborhood because of the short 
travel to it. There is little management can do to mitigate this issue. The best idea will be to 
encourage people to take advantage of the caseworkers’ skills, have property management ensure 
the upper income tenants set a good example, and use the rideshare program to bring families and 
kids to places where they can learn and engage with positive role models.  
 
 Access to Schools: 
 Park Living is close to two public schools. Franklin Elementary School and James C. 
Wright Middle School are within one mile of our property. This will be a great benefit to our 
tenants and their children. It will also give Park Living points on the QAP.  
 
 Commuting Times to Work Centers & Common Destinations: 
 Park Living is situated in a premium location with easy access to many local destinations. 
The Goodman Pool is only 1 mile away, which is only 10 minutes by foot or 3 minutes by car. St. 
Mary’s Hospital - Madison is 0.6 miles away and is a 12 minute walk or 5 minute car ride. 
UnityPoint Health - Meriter hospital is about 1 mile away and takes 23 minutes to walk, 6 minutes 
in a car, or 15 minutes via public bus. West Towne Mall is 7 miles away, which takes 1 hour 
(depending on time of day) on a public bus or 11 minutes in a car. The Wisconsin State Capitol 
Building is 2.6 miles away, which takes 9 minutes in a car or 13 minutes on a bus. Madison College 
- South and South Madison Public Library are 0.8 miles away and takes 2 minutes in a car, 5 
minutes on a bus, or a 15 minute walk. James C. Wright Middle School is 0.6 miles away, taking 
11 minutes by foot or 2 minutes by car. Franklin Elementary School is 0.7 miles, with travel time 
of 2 minutes by car, 9 minutes on a bus, or a 13 minute walk. Madison West High School is 2 
miles away and takes 9 minutes by car or 45 minutes by foot. 
 
 Additional: 
 Our site includes handrails, automatic door openers for all building entrances, accessible 
signage, and a public bathroom in the common area. Park Living will also have accessible designs 
for kitchens, bathrooms, doorways, and other key features. All of this will help Park Living score 
will on the Universal Design part of the QAP.  



 
Land Cost: 

The City of Madison currently owns our land. We will propose to partner with them and 
get the land for $1 so we can reduce rents for our tenants. The land has not been traded for many 
years and the Dane County Assessor's office indicates that the land is worth $0.  
 
Qualified Allocation Plan (QAP) Scoring: 

Our property scores well based on the Self-Scoring Exhibit from WHEDA. The following 
list and accompanying paragraphs outline the score of the project by section. 

1.       Lower-Income Areas 
        Park Living will not score points in this section because Park Living is not located in a 
qualified census tract.  
 

2.       Energy Efficiency and Sustainability 
        The architectural team will design the building to meet Wisconsin Green Built Home 
Standards which will allow Park Living to gain 20 points. The property is also acquiring 4 points 
because we have a walkability score of 83. Park Living is also within a half of a mile of at least 10 
bus stops. Lastly, Park Living is going to be a smoke free property, which will fetch another 4 
points. 
 

3.       Mixed-Income Incentive 
        Park Living is encouraging positive externalities because it includes 15 market rate units, 
which will allow the project to score the full 12 points on this section. 
 

4.       Serves Large Families 
        Park Living will not score points in this section because none of our units have 3 or more 
bedrooms. 
 

5.       Serves Lowest-Income Residents 
        Park Living scores full points in this section. Our development is providing 47 units to 
people making 30% CMI. This income mix will allow the property to be competitive for tax 
credits, and will keep the project financially feasible. If Park Living did not have the 27 additional 
30% CMI units, it would not be competitive on the application for tax credits.  
 

6.       Integrated Supportive Housing 
        The project scores 15 points on this section because more than 20% of our units are 
occupied by families that will take advantage of the rideshare program and daycare center. These 
families will use daycare vouchers and will not be required to pay anything out of pocket for the 
service. Additionally, the project will score 5 more points because it has above 16%, 30% CMI 
units in the building. 
 

7.       Rehab/Neighborhood Stabilization 
        Park Living will not score points in this section because it is new construction not rehab. 
 

8.       Universal Design 



        The development team has instructed the architects to design the building per the Universal 
Design standards in the 2017 QAP so Park Living will score the full 18 points for this section. 

9.       Financial Participation 
        We received 10 points on this section because the City of Madison is contributing $1.5 
million to our project, which is 10.2% of the project budget.  
 

10.   Eventual Tenant Ownership 
        Park Living will not score points in this section because units are leased, not sold.  
 

11.   Development Team 
        Our Co-Developer has experience with more than four successful LIHTC properties in the 
state of Wisconsin. Therefore, the project will receive the full 12 points. 
 

12.   Readiness to Proceed 
        The project complies fully with the zoning of the site and will therefore score the full 12 
points on this section. 
 

13.   Credit Usage 
        The project is requesting less than $12,470 credits per unit and therefore, will receive 30 
points for credit usage. 
 

14.   Opportunity Zones 
Park Living scores 14 points for being close to a grocery store, public schools, a hospital, 

a library, a community college, Goodman Pool. It also has complimentary in-unit Internet access 
and an on-site community room with a large kitchen. 

 
Park Living will be a competitive project because it scores a total of 220 points out of 284. 

The average score for projects that were awarded credits was 206. The general application cutoff 
for 2017 was 217 points according to WHEDA. From this, we conclude that it is likely this project 
will receive the tax credits we are requesting because of the strong support from the City of 
Madison.  

Some additional considerations are that we will have to pay WHEDA $30,000 for a credit 
application. We calculated our credit allocation based on the percentage of low income units 
multiplied by 9% and the depreciable basis. We have more than 20% of our units below 50% CMI 
and meet the application requirement. We will plan to operate our property per the LURA for 30 
years.  

 
Impact on Financials: 
 Everything we are doing is to reduce the rent the property needs to generate so our tenants 
can afford to live in Park Living. The team is doing so using Low Income Housing Tax Credits, 
which we must apply for, Tax Incremental Financing, if the city will allow it, a City of Madison 
Subsidy, a loan, and some equity. By lowering the debt and equity, the project can accommodate 
lower rents because the property must generate enough cash to cover the debt and equity 
obligations.  
 
 



 
 
Section 3: Loan Considerations 
 
Loan Conditions & Characteristics: 

Wisconsin’s mortgage interest rate is currently at 3.75%, and the current reserves rate is 
0.25%. We will be acquiring the 3.5-acre lot from the city of Madison for $1. The building will be 
financed using an interest-only construction loan worth $5,299,647, until construction is complete, 
at which point we will refinance to a permanent loan. This will give the property an overall loan-
to-cost ratio of 35.96%.  

Park Living will be divided in half so that 38 of the units are one-bedroom, and 39 are two-
bedroom. The one-bedroom units will be built to be beneficial to single mothers, and the two-
bedroom units will be for small families. The intention of this setup is to allow at least 20% of our 
units to be occupied by families who will utilize our daycare center, thus allowing the team to 
score more points in the Integrated Supportive Housing section of our tax credit application. 

In order to score over 217 points on the QAP, and thus be considered for LIHTC funding, 
we have increased the number of units in our development from 50 to 77. Adding just 27 more 
units allows the team to serve enough low-income tenants to get sufficient points to get credits. 
Without these credits, there is no LURA requiring the property to follow the rent and income 
limits, which results in a small likelihood of the city selling the development company the land for 
$1, and granting Park Living subsidies.  
 
Section 4: Tax Credits, City grants, & TIF  
 
Tax Credits: 
 Tax credits are discussed at length in section 2. Park Living should be awarded tax credits. 
It is critical that the project receives tax credits because otherwise, we will not be able to lower our 
required rent and will most likely not get city assistance because the building will not be subject 
to a 30 year LURA.  
 
City Grants: 
 The project will receive a $1,500,000 subsidy from the city as mentioned in section 2. This 
amount is reasonable to assume because 8Twenty, a similar development on South Park Street, 
was awarded $1,250,000 for their project. Because Park Living has more units than 8Twenty we 
are asking for an additional $250,000 in funding. The development team will use $1,000,000 to 
finance construction. The other $500,000 will be given to Park Living over 5-years and will be 
used to provide a rideshare program and other resources for our tenants. If this funding source does 
not work, we will also not score well on the QAP, not receive tax credits, and the project will likely 
not happen.  
 The city will also be gifting the land for $1 as discussed in section 2. We will work out this 
agreement because they city wants to help solve the homelessness and affordable housing crisis 
and by keeping land costs low, we can provide more units at lower income levels.  
 
Tax Incremental Financing: 
 TIF is essentially a 0% interest rate loan from the government that is paid back with taxes. 
The structure can get much more complicated. Park Living is in the Wingra Tax Incremental 



District (TID). To get TIF, one must show the City of Madison that the project passes the “but for” 
test and will be a net gain for the city.  

One is normally not able to use TIF on government-owned land, and Park Living will not 
request it. Park Living will generate a $141,640 increment. This project does not pass the but for 
test and is owned by the city. The team does not think it is worth our time or the city’s time to 
petition for TIF. 
 
Section 5: Affordable Housing Development Considerations  
 
Development Information: 
 Our housing unit will be built so that it is most accommodating to single mothers and small 
families. Single mothers will have a preference for our one-bedroom units, and small families will 
want our two-bedroom units. In addition, since we will be targeting families who work hours that 
are not preferable for people raising a family (primarily third shift workers).  
 

Management Structure: 
 Our management structure includes partnering with a non-profit to manage case work as 
well as the rideshare program they create. The nonprofit will get paid from the subsidy and 
Medicare and Medicaid income. Also, Dimension Development will manage the on-site daycare 
because they get free land from us, and they will keep any operating profit from the daycare. This 
company is experienced in management, and will create a daycare available at any time of day. 
The daycare will be funded, in part, by other customers who use the daycare service via voucher. 
We will have an asset manager working directly with the nonprofit to ensure everything goes 
smoothly and communication between the development team and them is easy.  
 
 Tenants: 
 Our tenants will not have enough money for cars, therefore we are providing a rideshare 
program. This program will be organized based on where they all need to go and may change. We 
are looking to bring adults to and from work and kids to and from after school activities and to 
community centers for activities. The rideshare service will help the property score well on the 
QAP in the Integrated Supportive Housing section.  
 
Cash Flow Risks & Potential Additional Costs: 
 There is a risk that our property will be slow to lease up because people are unwilling to 
pay the maximum rent limit. However, the property has room to absorb a $134 drop in average 
rent because of our low cost of capital.  
 Additionally, we could be producing too many 30% CMI units. The property needs them 
all to get the tax credit allocation, but it could be increasing operating costs and lead to negative 
externalities if tenants become unhappy with the services provided or their needs are not satisfied.  
 
Co-Housing: 

One goal of the development team was to create co-housing space. This idea was promoted 
by Grace Kim in her 2017 TED Talk on the subject. Co-housing is housing that has significant 
shared space. That is why our design includes a common area with a full kitchen, bathroom, and 
dining area so our residents can share meals together. The building also features windows that face 
other units so people can interact when they are in their living room and kitchen space. The 



development team believes that this will create a feeling of home and lead to higher resident 
satisfaction. 
 
Section 6: Spatial Feasibility Analysis 
 
Site Characteristics: 
 Park Living will feature green space including outdoor dining tables for our tenants to 
enjoy. The site will also include a daycare. The development of the daycare will be handled by our 
partner Dimension Development. Other details are mentioned in sections 1 and 2.  
  
Land, Building & Operating Cost: 
 Park Living will cost $14,735,845 to build. Below is a list of the major costs: 

• Parking: $770,000 
• Equipment: $385,000 
• Building Hard Costs: $11,107,250 
• Building Soft Costs: $1,110,725 
• WHEDA Fees: $30,000 
• Developer Fee: $1,332,870 
• Land: $1 

The costs are based on numbers provided by Soglin, Thennes, Ginger, MacKinnon, 
Knaack, Dicke, Jillings, and Landgraf. Much of them come from Tom Landgraf’s model. Also, 
the development team has worked out a deal from the city to acquire the land from them for $1 as 
mentioned in section 2. The city is looking to assist with the homelessness problem in the City of 
Madison and selling the development company this land for $1 will allow our development to 
target the lowest-income residents in the area. There is precedent for this type of deal.  
 The operating expenses will be $308,000 per year. Most of these expenses will be assumed 
by our nonprofit partner, the city subsidy, and Medicare and Medicaid payments. The team decided 
to increase the operating expenses by $1,000 per month to $4,000 because of the rideshare service, 
which made our project less affordable, but provides a needed service. Tom Landgraf uses $3,000 
as a per month operating expense estimate.  
 When calculating the required rent, our analysts modeled in a vacancy of 5% and taxes of 
2.3% to arrive at a Gross Potential Income Required of $459,095 (Ginger & Landgraf). This works 
out to $497 in rent per unit on average.  
 
Scoring: 
 Park Living scores well on the QAP as discussed in section 2. Hopefully, our partnership 
with the city to provide a ridesharing service will be enough to get our project points. We would 
score higher if we fully utilized the land per the zoning and built 136 units for mixed income 
families. As mentioned in section 4, it is critical we get tax credits. If we do not get LIHTCs, the 
project will not be financially feasible.  
 
Impact of Urban Economy on Project: 
 The economy on South Park Street is doing well. The street has many “mom and pop” 
small businesses that our tenants can walk to for work or utilize for resources and recreation. 
Despite having many small businesses, however, there are many low-income and homeless people 
that live south of Park Living on other side of the river. We hope that Park Living will be another 



step in helping solve the affordability crisis for the South Park Street neighborhood. We anticipate 
vacancy rates remaining the same in the area because many of our tenants will be moving off the 
streets and out of cars.  
 

Equity: 
 The equity contributor will provide $147,358 or 1% of the project costs. They require an 
8% return on their money, which is $11,789 per year. Therefore, the team limited the equity 
contribution to reduce the cost of capital. This helps make the project affordable because the rents 
are derived from the cost of capital.  
 
Debt: 

The team will be getting a $9,970,051 loan to finance 36% of the project costs. This loan 
will be an interest-only loan for the term of construction. The annual interest payment will be 
$398,802. After the team completes construction and has stabilized the property, they will 
refinance using a permanent loan.  
 
Tax Credit Considerations: 
 Tax credits will cover 56.25% of the project costs. To find the maximum allocation, 
analysts calculated the depreciable basis, which includes parking, building, and soft costs. Next, 
the depreciable basis is multiplied by the percent affordable, and 9% to arrive at the maximum 
credit allocation. The properties per unit allocation is $11,701 and is found by dividing the 
maximum allocation by the number of units. The credits will be sold for $8,288,840 to an investor 
because they pay ninety-two cents on the dollar for credits. 
 
City Grant Considerations: 
 As mentioned in section 4, the project will likely not happen if Park Living is not awarded 
a city subsidy of $1,000,000 for hard costs and a $500,000 subsidy for operating expenses. This 
helps lower required rents and allows the property to score high enough to be competitive on the 
QAP. 
 
TIF Considerations: 
 As mentioned in section 4, TIF would make our project more affordable, but because the 
team can only request a small amount, it will not be worth the developer’s or city’s time to try to 
TIF city land that does not pass the “but for” test. With no TIF, the property needs to generate an 
average rental income per unit of $503, which is below what the property will make. Therefore, 
the property does not need TIF funding, which would reduce the required rent to $497. 
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Average Rent Comparison 

Produced    $ 637 

Demanded    $ 503 

Difference    $ 134 

Park Living’s demanded rent is much lower than the produced rent because it needs a city 
subsidy to be competitive on the QAP. 

Section 7: Report Visuals 

1. Site Area:
Site Location: 

The yellow box shows where our property is located in a broader context. 



 
 
 
 
 
 
 
 

Service providers: 

 
This map indicates where nearby hospitals and clinics are located. There is also a Meriter Clinic 
adjacent to Park Living.  



Grocery Stores: 

 
These grocery stores are within one mile of the subject property and are within walking distance 
for people who will be living in the area. These grocery stores are relatively cheap and will be 
accessible for low-income families.  
 
Shopping:  

 
Chiripa is an artisan craft store and is within one mile of the subject property. It is the closest and 
most walkable shopping area near the site.  



 
 
Transit:  

 
This map shows the travel time from Park Living to the Wisconsin State Capitol. 
 

 
This map shows the bus stops within walking distance of Park Living 
Demographics:  



 
12% of people living in this area are seen as “blue collar”, while the majority of people in this area 
are considered “white collar”.   
 

 
The majority of people living in this area have completed some high school but have not earned a 
bachelor's degree, which could explain the excess unemployment in the area as well.  
 

 
Many homes in the area consist of families, which includes not only children and their parents, but 
grandparents, cousins and even aunts and uncles.  
 
 



 
A majority of the population is male.  
 

 
This area is filled with people who are considered to be below the poverty line and suffering 
financially.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
2. Existing Property: 
 

 
This image of our property shows the Meriter Clinic, nearby housing, and the undeveloped 

field the team will purchase.  



 
 Our property is a green field development. 



 
 Park Living has natural greenery on the property and a housing project behind it.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 



3. Architectural Rendering: 
 
Site Layout: 

 
 

This image shows what Park Living will look like from above. The grey areas with yellow 
parking stall lines are parking lots. One is for the daycare and the other is for the apartment 
building. The grey area leading up to the parking lots is the driveway. The black boxed are the 
buildings. The small one by the road is the daycare and the large one is Park Living. The light grey 
area behind the daycare is a small concrete patio. The light green behind that is a grassy area for 
the children to play. The dark green is the green space for Park Living. There will be an outdoor 
eating area with tables in the green space at the midpoint of the building which will act as an 
outdoor extension of the common area inside.  
 
 

 

 

 

 

 

 

 

 



4. Population Photos: 
 

 
The development team thought this image was particularly moving as it shows a homeless 

family completing a necessary task that many higher income people take for granted.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 



5. Housing Assistance (LIHTC) Diagram 

 
 
 
 
 
 
 
 

 

 
 



6. Demographic Information: 
 

 
This graph illustrates the decreasing population trends for census tract 13 according to 

Social Explorer data.  
 

 
This pie chart illustrates how what percentage of people who are below the poverty line 

are poor or struggling in census tract 13. The data is from Social Explorer.  
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Union Complex: Affordable Elderly Housing 
2507 Winnebago Street, Madison, W 

 

Section 1: Introduction 

 

Dane county is growing by more people per year than anywhere in the state. Even during the 

recession, Dane county saw a growth. To quote Karla Thennes, Executive Director of 

Porchlight, “We cannot assume everyone coming into the community will work at Epic.” 33% of 

renters are unable to afford a two bedroom apartment at market rate. These renters can apply 

for a discounted rent voucher from the city, however, there is a long wait list for the vouchers. 

The demand is huge. To further complicate the situation, some of the vouchers that are 

provided are not used because they cannot be funded. It is evident that there is a vast demand 

for affordable housing in Madison.  

 

This need is even more critical for Madison’s aging population. To address this need, we are 

proposing a 50 unit apartment complex for seniors on a 3.2 acre lot at 2507 Winnebago Street, 

Madison, WI. The complex will comprise of 1 bedroom and 2 bedroom units for seniors and 

chronically homeless seniors.  This will not only meet the needs of the aging Madison 

population, but will also meet the needs of those seniors who are taking care of grandchildren, 

or their own children and are in need of two bedroom units. Furthermore, because Madison’s 

affordable housing need is so dire, we are pricing all 50 units at 30% of AMI. The rent will be 

$1125. This amount is higher than the number featured in our excel feasibility analysis. We 

landed at $1125 because it is 30% of the AMI. We did not use $776 in the excel document in 

order to increase our revenue and appeal to investors. Additionally, this discounted rent is made 

possible with TIF, grants, tax credits, and fundraising. 62% of our project is funded by tax credit 

equity, and TIF is providing $467,645. We do not want to expand to a nearby TIF district. We 

are located in district 37 where enough funding is provided. There are also no other TIF districts 

located nearby. The vacant site is also owned by the city of Madison who will sell the land at an 

extremely discounted price because of how many affordable housing units are being built and 

what we are providing for the community.  

 

Our development company is a strong proponent of housing first. If people have housing, then 

they can address other issues such as substance abuse, unemployment, and other mental 



health issues. To help with these issues, we are partnering with a non-profit to provide social 

services. Our site will also feature a large common area, common kitchen, patio, playground, 

exercise facility, and community garden. These features emphasize interaction between 

tenants. Interaction is key to health. Moreover, the site is  located by many retail stores and has 

a nearby high school. The retail stores can provide part time, entry level jobs for the homeless 

seniors. The high school is also an opportunity for employment. Tenants could substitute teach 

at the school. Both are excellent employment opportunities because of their close proximity and 

low skill level.  

 

Section 2: Urban Economics 

 

2507 Winnebago St., Madison, Wisconsin is a property that can be a very intriguing 

development project.  Located five minutes from State Street, a six-minute drive from the 

Capitol building, and seven minutes from Dane County Regional Airport, the property is very 

attractive for tenants.  If needed, the commuting time to Chicago is 2:22 and Milwaukee is 1:11.  

The property is also located right near the UW campus, which could provide tenants with job 

opportunities and an area to walk around leisurely.  All of which impacted our scoring positively.   

  

This vacant site is owned by the city of Madison who will sell the land at an extremely 

discounted price because of how many affordable housing units are being built.  For our site we 

partnered with the City of Madison and received the land for only $1.00.  We scored our 

property at 175 (WHEDA).  This is definitely a good score on the scale, as our property has 

several benefits, but it lacks some of the requirements on WHEDA.  In addition, our property is 

located in district 37- union corners.    

  

Karla Thennes, the Executive Director of Porchlight, explained that in Dane County there is a 

need for affordable housing for a majority of elderly people.  She explained that the City of 

Madison is realizing that there is a need for affordable housing and the city is giving tax credits 

for developers to include more affordable units that have a mixed use.  Therefore, we sensed an 

urgency that this project would be in demand for developers.  Our property is located 

approximately two minutes from a local high school, which can provide substantial work 

opportunities for our tenants.  Since our tenants would be elderly people, they could fulfill part-

time jobs within the school district, such as substitute teachers, or bus drivers.   

  



In addition, our property is located near Washington St., which is one of the busier streets in 

Madison, and this could provide numerous opportunities for employment at restaurants and 

retail stores.  This is beneficial for the tenants as it can provide activities for them, with several 

restaurants and stores located very close to the property.  However, being that this is such a 

popular street, it attracts many visitors which creates a lot of noise and foot traffic; a negative 

externality for the property.  Since the majority of the tenants are elderly, they would prefer a 

quiet neighborhood, so the noisiness of the street can be a problem for them.   There is nothing 

to do about the noise, unless the neighborhood wants to enforce a curfew for kids roaming 

around the area, to prevent any issues.  Another negative externality could be the amount of 

high school kids running around the streets after school, and the increased traffic on the local 

streets due to the schools.  There is also a railroad adjacent to the property. This could create a 

lot of noise.  These negative externalities impacted our scoring in a negative way, but 

fortunately our scoring was high enough that we received tax credits.  

  

On the other hand, being that the property is located near a high school, this could infer that 

there will be more police coverage in the area.  It is also located right across the street from a 

UW Health Clinic, which is very beneficial because the tenants are the elderly who often need 

medical attention.  Since the tenants are elderly, they will have many visitors, especially 

grandchildren, and the property is located within a cul-de-sac, where many of the grandchildren 

can play and ride bicycles.   

 

Section 3: Loan Considerations 

 

Due to the financial estimation constraints of our housing project, the main loan considerations 

that we are concerned with are those of the construction loan. When looking at the potential 

options provided by various lenders, we found that WHEDA provided a multitude of financing 

options for affordable multifamily developers. The option that we decided to use for our project 

is the ‘Tax Credit Development Financing’. The features and benefits of this option seemed the 

most appealing when compared to others, especially in terms of keeping our yearly debt service 

down and increasing the feasibility of our rents. In addition, this option can be considered 

construction and/or permanent financing, so we would only have to work with WHEDA for all of 

our financing needs. 

 



The loan amounts for this type of financing range from $500,000 to $10,000,000, which fits 

perfectly with the needs of our budget. There is also a 5.9% fixed-rate interest rate on the loan, 

so there is no chance of increase over time. The maximum term and amortization is what makes 

this option most appealing, though. With both having a maximum of 35 years, there is a lot of 

room to adapt these lengths to our needs. In order to be eligible for this type of financing, the 

multifamily development must be a recipient of a 9% LIHTC award. The other requirement for 

eligibility is that the total rent plus utilities cannot exceed 30% of the AMI for the area. In both of 

these cases we meet the requirements, assuming that we have already been given a 9% LIHTC 

award. 

 

For the sake of simplicity, we have decided to keep most of the numbers for our loan 

calculations the same as those that were provided by Tom Landgraf and his template of the 

Front Door model. The term/amortization length is 25 years, the loan-to-cost ratio is 80%, the 

loan fee is 1.25% and the interest rate is rounded down from the 5.9% to 5% to help keep 

everything consistent with the template. The only consideration that is unique to our project is 

obviously our total loan amount, since we have a completely different capital budget. 

 

Section 4: Tax Credits, City/County Grants, TIF Considerations  

 

Tax credits are a large part of our funding. Tax credits provide dollar for dollar funding to offset 

the federal tax liability. These tax credits encourage private non individual investment in low 

income rental housing. These tax credits work in the following way:  Say you receive 10 million 

dollars in tax credit. A company will buy these tax credits for 9 million dollars. The company 

would then use this 10 million dollars to pay taxes and save 1 million dollars. We would then use 

the 9 million dollars to fund our development.  

 

In order to receive theses tax credits, the minimum standard is to set 20% of units at 30% of 

AMI. Because Madison needs so much affordable housing, we are going beyond this standard 

and providing 100% of units at 30% of AMI. By receiving this money we are also committing the 

property to 30 years of low income.  

 

Our lot was sold to the City of Madison in 2011. The city bought the land for $500,000. Since 

then the land has gone up in value approximately $200,000. We estimated this using similar lots 

around the area. Moreover, it is such a high increase because it is an up and coming area. 



Union Corners which is a commercial/apartment building located across the street was built in 

2016. This increased the price of the property tremendously. To find our TIF credits, we used 

the $700,000 appraisal. This put the tax value at $16,100. Given our new appraised value of 

$9,156,830 the change in tax revenue for the city will be $56,230. With these numbers, we 

calculated our total potential TIF money to be $467,645 which is 19.58% of our total capital 

budget. We will also obtain money from local Madison grants. There are grants in the area that 

would find our affordable elderly housing project good for the city of Madison and would 

therefore provide a significant amount to our capital budget. We plan to receive 2,000,000 from 

local and federal grants.  

 

Section 5: Affordable Housing Development Considerations 

 

In this section we will discuss the additional information and considerations in regards to our 

affordable housing development project. First, we want our affordable housing development to 

have a very positive and helpful relationship with all of our tenants. We want to help all of our 

senior citizen tenants to be able to view our development as a safe place to interact with not 

only us, but also all of the other tenants. According to Heather Stouder, who works for the City 

of Madison, “Seniors may need access to fitness, health care consults, enrichment activities, 

perhaps occasional shuttles for particular outings (although this area is of course very well 

served by transit)”. This is why we have decided to include the amenities that include: a large 

common area, common kitchen, patio, playground, exercise facility, and community garden. 

This will give our tenants a very easy outlet for conversing and spending time with the other 

senior living in our development.  

 

As stated above, and shown in Section 6, we will be able to pay for these amenities through our 

partnership with a non-profit organization. A possible risk that may affect our projected cash 

flows is the possibility that we do not lease up enough of the 1 or 2 bedroom units, and will be 

forced to possibly lower our rents to provide a more feasible option for seniors in need of 

housing.  

 

As shown in Section 7, there are plenty of nearby public transportation hubs that would allow 

our tenants to travel where the please. Our development is located in Tax Incremental District 

37, and the possibility of creating a new TID or an annexation into the nearest TID (36) would 

not benefit us because it is not close to our project site. Also, we do not have the best 



walkability score in our area, and that did factor into a lower WHEDA score, but we plan to add 

a local rideshare program that will help our tenants with that issue. Between the listed 

amenities, our relationship with the tenants, and the possible risks we face, those were the 

additional considerations that went into our affordable housing development project.  

 

Section 6: Spatial Feasibility Analysis 

For our site, we were very fortunate to partner with the City of Madison and get the land at only 

$1. This is especially important because of the location of our project. Because it is a developing 

area with a lot of new construction around, the land price is only going to go up. We obtained 

this partnership because our project will benefit the community in which it is located. It will take 

homeless people off of the street and offer them the support services they need. Not only will 

the project help the elderly, it will also help children in the area. Today, many grandparents take 

care of young children. Our project will provide a community center for young children and a 

large play area. Given the benefit of our project for the community they were willing to sell us 

the land at such a low price.  

 

Because we are offering so many amenities at a low price, and a prime location, we estimated 

our vacancy rate to be only 3%. The key location also has an impact on our cash flows. Given 

the low vacancy rate, we will see an income of $465,457 per year.  Furthermore, we decreased 

our residential area per square foot pricing to $110 dollars per square foot. We did this to 

decrease costs and keep rent low. As previously stated, TIF money is 19.58% of our total 

budget, and we are going to utilize grants, WHEDA loans, non-profit funding, and fundraising.  

 

With regards to rent, we are charging $1125 dollars per unit. This differs from the excel 

proposed rent of $776. We chose not to use the $776 in order to increase revenue for our 

project, and therefore appeal to investors. At $1125 we are still at 30% of AMI.  

 

If we do not get the proposed funding we will do one of  the following: Increase our construction 

loan, decrease amenities, decrease the number of units, or increase rent. 

 

 

 

 

 



 

Section 7: Report Visuals 

 
This first visual shows the amount of public transportation bus lines and the proximity of the bus 

stops in relation to our housing project. This was created because public transportation is 

something that will be very important to our tenants. Since having a car is a high expense, 

public transportation may be the only way for them to travel.  

 



 
This visual shows the service providers in the area, as you can see there is a salvation army 

within bussing distance, and other options as well. Including this visual was necessary because 

these services are something that we expect our tenants to take advantage of, and when shown 

the proximity of the services and public transportation hubs, it will not be hard for our tenants to 

reach.  



 
In this visual, we can see that our project is very close to the Madison East Shopping center. In 

addition to that, our project is also right across the street from the “Union Corners” which will 

eventually feature plenty of other retail and shopping options.  

 



 
 

This is an image of our 3.3 acre vacant site that we will build our affordable housing 

development on. We took this picture to show how big the site really is and that there is 

definitely enough room for all of the construction that will happen.   



 
 

This is a picture of “Union Corners” which is a very large apartment complex. As stated below, 

we added these pictures to show that there will be plenty of work opportunities for our tenants at 

the retail businesses that will be leasing out the first floor of the complex in the hopefully near 

future. 



  

 
 

This picture shows the residential apartments that are located across the street from our site. As 

you can see, the first floor will eventually be rented out to retail stores, that may be an option for 

part time work for our tenants.  



 
 

Here is a visual of what we envision our project to look like.  The project is located in front of a 

railroad. It features a large garden, play area, and surface parking lot. The building faces 

Winnebago Street.  

 



 
 

This photo illustrates the need for elderly housing in the US. We created this visual in order to 

back up our decision to create affordable housing for the elderly. The facts demonstrate why the 

elderly has such a need for affordable housing.  

 

 



      

This diagram explains the basic steps for obtaining housing assistance in Dane County, 

specifically through the use of the Dane County Housing Authority (DCHA). We decided to focus 

on the services and programs provided by the DCHA, due to their ability to be flexible as well as 

fully inclusive to all types of parties that may be in need of assistance (i.e., persons with 

disabilities, elderly, or a family). 

 

 

 

 
This graphic shows that the percent of elderly people in the United States is projected to grow to 

2.8% of the population from 2010 to 2030. We used this image to again demonstrate why we 



chose to create an affordable housing project for the elderly. It is evident that in the near future 

there will be a growth in elderly people, and therefore elderly homeless in need of affordable 

housing.  
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Monona affordable housing 
1208 E Broadway, Monona, WI 

 
Section 1 - Brief Introduction 

Summary 
 
In effort to provide amenity-based, sustainable, affordable housing to fulfill the Dane County 
affordable housing gap and redefine the future of the Monona community, Team21Partners 
(T21) has teamed up with the City of Monona and the Wisconsin Housing & Economic 
Development Authority (WHEDA). We plan to build a 50-units affordable housing 
development, accompanied with a community daycare facility and a parking lot at the location of 
1208 E Broadway in the City of Monona. Fortunately, this property is located within tax 
increment district (TID) #2 and #6 within the city and all of the TIF capital allocated to us 
through these TIDs will be used to fund construction. Furthermore, a primary aspect of our 
development is that 50% of our units will be specifically allocated to affordable housing and 
charge rents that do not exceed 30% of Dane County average median income (AMI) at 
occupancy. Assistance from Section 42 will allow us to charge these affordable rents and still 
make our project feasible. 
 
What currently exists on the 5.6-acre site includes an auto repair center and a small trailer park, 
surrounded on both sides by the Broadway and Beltline highways. The land itself is comprised of 
a dirt lot in the front of the property and a large, undeveloped field of grass located adjacent to 
wetlands. The lack of major structures on the property create an ideal situation for rehabilitation 
and new development. Our development will encompass 12 market-rate units, 13 moderate 
income units, and 25 low-income units, with rents of $992.25, $752.25, $512.25, respectively. 
 
As of 2015, at the 30% AMI level, the City of Monona housing gap was 320 units: there were 
465 households seeking affordable housing while there were only 140 affordable housing rental 
units available. Our development will diminish the housing gap by 25-units, which will make a 
substantial difference in the lives of Monona residents considered to be “cost-burdened.” 
Moreover, providing a daycare amenity will create positive externalities in the community. 
Through the implementation of a free daycare, our target population - the low-income residents 
of Monona - will be able to participate in the community while knowing their child is safe. 
 
Our property possesses a variety of neighborhood linkages and is in close proximity to many 
employment opportunities including major grocery stores, shopping centers, places of worship, 
schools and restaurants. 
 
Grocery 

o Pick ‘n Save (15-minute walk/6-minute drive) 
o Walmart Supercenter (7-minute drive) 

Shopping 
o Menard’s (4-minute walk/1-minute drive) 
o Staples (11-minute walk/4-minute drive) 
o South Towne Mall (5-minute drive) 



o Kohl’s (6-minute drive) 
Restaurants 

o Arby’s (9-min walk /2-min drive) 
o Denny’s (1-min walk/across the street) 
o Buffalo Wild Wings (10-min/0.5mile walk/3-min drive) 
o Taco Bell (10-min walk) 

Places of Worship 
o Seventh-Day Adventist Church (10-minute walk/2-minute drive) 
o Springs of Hope Fellowship (10-minute walk/2-minute drive) 

Schools 
o Monona Grove School District (5-minute drive) 
o Monona Grove High School (9-minute/2.6-mile drive) 
o Glendale Elementary School (5-minute/1.6-mile drive) 
o Sennett Middle School (4-minute/1.9-mile drive) 
o La Follette High School (4-minute/1.8-mile drive) 

 
 

Section 2 - Urban Economics 
 
Site Characteristics 
 
1208 E Broadway is located on 5.6-acre plot of land in the City of Monona that is situated 
between the Broadway and Beltline highways. It sits on an undeveloped grass field that shares a 
border with a small wetland and a Shell gas station. As it currently exists, there is a small auto 
repair company located on the front of the property, with a trailer park occupying the back of the 
area on an open grass field.  
 
The surrounding neighborhood is a mix of commercial and industrial-use properties and is 
subject to large amount of traffic generated by the surrounding highways. Considering 
neighborhood density, according to a site analysis conducted using Easy Analytic Software, Inc. 
(EASI), there are 1,684 households, 14,616 households and 56,422 households within a 1-mile, 
3-mile and 5-mile radius, respectively. Furthermore, the respective populations within a 1-mile, 
3-mile, and 5-mile radius are 3,436 people, 33,651 people, and 128,836 people. 
 
Neighborhood Characteristics & Linkages 
 
While it lacks residential aspects, the surrounding area has an abundance of work opportunities 
for prospective tenants. Located within a 10-minute drive and a 2-mile radius from our property 
are two grocery stores: Pick ‘n Save and Walmart Super Center. The close proximity to these 
grocery stores provides outstanding grocery convenience and potential employment 
opportunities for our residents to pursue. Additionally, several shopping centers are located 
nearby, including Menard’s and Staples, a short walk away, and South Towne Mall and Kohl’s, a 
short drive away. Restaurants such as Arby’s, Buffalo Wild Wings, Denny’s, Taco Bell, are 
within a half-mile, or 10-minute walk from our property, providing more employment 
opportunities and close food sources for our prospective population. There are also several places 
of worship nearby: Seventh-Day Adventist Church and Springs of Hope Fellowship are both a 



10-minute walk, or a 2-minute drive away. This provides convenient religious access and 
volunteer opportunities for our residents. There is a UW Health Clinic located on the same block 
as the property, a short 1-minute walk away, which offers tenants reliable health services within 
an arm’s reach. Local schools of Monona Grove School District include Glendale Elementary 
School, Sennett Middle School, La Follette High School, and Monona Grove High School, 
which are all under a 10-minute drive from the property. 1208 E Broadway is located on a 
primary arterial road in Monona which provides bus routes directly to the high school. This 
linkage is an enormous benefit because families within our development will have access to 
quality education coupled with short commuting times. Considering all our linkages, commuting 
to and from the location is extremely practical as it is positioned in between two major highways, 
with a Van Galder bus stop located a quarter mile away. 
 
Land Rents and Scoring 
 
While it is addressed comprehensively in Section 4 of our Project Proposal, to receive Low 
Income Housing Tax Credits (LIHTC), which will help us to achieve affordable rents for our 
tenants, we must be scored by the Wisconsin Housing & Economic Development Authority 
(WHEDA) and receive a score of at least 120 points. WHEDA utilizes a scoring methodology 
with 14 distinct categories. For our development, we believe WHEDA will allocate us a score 
over 120 points among the following categories: lowest-income residents, energy efficiency and 
sustainability, rehab/neighborhood stabilization, universal design, financial participation, and 
opportunity zones. While our reasoning is well-conveyed in Section 4, our property has a 
multitude of strengths and weaknesses that will impact WHEDAs scoring decision. 
 
A strength of this site is ease of transportation due to direct access to close arterial highways and 
bus lines. While the location is about 6 miles from the nearest central business district 
(Downtown Madison), the Broadway and Beltline highways bordering the property create 
efficient travel routes for tenants. Proximity to local retail businesses is another locational 
strength. Numerous community recreation sites and parks, shopping centers, health clinics, and 
potential employment opportunities give the site a great locational advantage, while a nearby 
local school district encourages family tenants. Our location reduces transportation costs and 
travel time through its close proximity to public transportation and resident workplaces. This will 
help us score high in the energy efficiency and sustainability category. Additionally, the large 
area of the site (5.6 acres) is a strength of our project because it allows our team to develop 
property that will create positive externalities among the Monona community. As our property is 
located within TID #2 and TID #6, meaning that the City of Monona has deemed our land to be 
very blighted, by eliminating blight and enhancing property value through new affordable 
housing development, we believe we will score well in the rehab/neighborhood stabilization 
category, due to the future local economic impact our development will have among local jobs. 
 
Adversely, a weakness of the site is the lack of a residential neighborhood in the surrounding 
area. While there are several motels on the street, most of the properties are designated for retail, 
commercial or industrial use, which discourages family households from moving in. As our 
development only consists of 2-BR units, we expect that WHEDA will score us poorly in the 
serving large families category. Furthermore, WHEDA may score us low for being near major 
highways. The excess noise from traffic will disturb residents and create a negative externality. 



The environmental costs of our lot are also a weakness, as part of the site is located on a wetland 
and must be heavily developed to be suitable for our housing structure. 
 
Site Characteristics Impact on Financials 
 
The value of this site comes from its location, size, and linkages. Proximity to work 
opportunities, retail, schools, and health clinics will serve as a valuable factor that will attract 
tenants and allow us to raise rents. The size of the lot gives us opportunity to make a long-term 
impact on the City of Monona as well. With a large property size, we can plan to incorporate a 
community center and an expansive parking lot on our site, which will serve as positive 
externalities for our site and the local community. The overall undeveloped state of the current 
site will lead to reduced costs during development, as costs of demolition will be minimal. 
However, as the land is privately owned, we will have to negotiate with the owners and pay a 
premium in order to buy the land outright. We will also have to allocate additional capital to 
mitigate the environmental costs associated with developing on a wetland. While its location is 
beneficial economically for tenants in that it is central for employment, school, and leisure 
transportation, being in proximity to two highways creates a large amount of noise from traffic 
and does not provide residents with a favorable view from their household.  
 
 

Section 3 - Loan Considerations 
 
For our property development to be financially feasible, we must secure a construction loan that 
fits within all the necessary criteria for our type of development. According to our speaker from 
Cinnaire Lending, a typical construction loan is 18-24 months long but can stretch out to as long 
as 36 months for larger projects. These loans are priced at a spread over a floating interest rate 
that resets each month. A very common way for lenders to price these loans is by using the 
monthly LIBOR rate. The monthly rate for this currently sits at 1.24% and typically 250 basis 
points above this percentage is the standard rate used. Furthermore, our community contact Rob 
Dicke stated that the loan will hold interest only payments and we will be looking to obtain it at 
an 80% LTV ratio. We will also be required to pay a 1% loan origination fee as well as a 12% 
developer’s fee. In addition to this, most lenders will require a full list of guarantees from the 
borrower, leaving us subject to liquidity and net worth covenants. We will attempt to secure such 
a loan from Cinnaire Lending. 
 
We must analyze numerous costs during the construction and entire development process to 
ensure our loan will cover our costs. These include soft, hard, and land costs. Some of the most 
prominent soft costs we will incur will be environmental and legal costs such as acquiring an 
erosion control permit and a storm water permit. Additionally, we will have to pay the 
developer’s fee, origination fee, and appraisal fee. Lastly, if we conduct market studies or 
architectural plans, we will need to consider those costs as well. The hard costs associated with 
this development are all costs associated with construction, including inspections. Most 
importantly we must analyze the land cost which is the value of the land plus the acquisition 
cost. Our land is currently valued at $1,182,700. We plan on buying the land outright, plus a 
premium of $100,000. This will allow us to develop and manage the site as a sole investor, 
giving us full control and a higher gross return. Even though this decision will increase our risk 



in the development, we believe this is the most beneficial way to acquire the land and effectively 
develop our property. Furthermore, Monona City Council created TID #2 & TID #6, which our 
property lies within the boundaries of. This means households within these TIDs boundaries face 
an increase in property taxes which are then partially reinvested back into our project for 
subsidizing infrastructure and development costs. We will use this TIF money to lower costs, be 
able to acquire the land, and make our development more feasible overall. 
 
Since we will be developing low-income affordable housing units, we will look to use low-
income housing tax credits (LIHTC) to help finance our development and lower the cost of rent 
for future tenants. David Ginger of WHEDA explained how there are two types of LIHTC: 
Competitive and noncompetitive. We will be going for the competitive type, which contains 9% 
tax credit equity but is very scarce in comparison to the availability of the noncompetitive type 
due to high demand. These tax credits are awarded annually for a set number of years. We aspire 
to qualify and are an attractive applicant considering that 50% of our units are at or below 30% 
of CMI. For LIHTC developments, the loan bridges equity installments paid later in the 
construction process once benchmarks are met. Lenders will typically ask for 15-30% of LIHTC 
equity paid at the closing of the construction loan for permanent mortgage loans. As a developer, 
we can convert the tax credits into equity and reduce the amount of lending and monthly debt 
service we need to finance the development, effectively allowing us to charge lower monthly 
rents. 
 
 

Section 4 - Tax Credits, city/county grants, TIF Considerations 
 
Low-Income Housing Tax Credits (LIHTC) 
 
David Ginger, the Commercial Lending Product Manager of the Wisconsin Housing & 
Economic Development Authority (WHEDA), conveyed the substantial effect that WHEDA has 
on development within the state of Wisconsin. WHEDA is an administer to the Low-Income 
Housing Tax Credit (LIHTC) program and originates loans for rental housing development. 
Included in Section 42 of the Federal Revenue Code, the LIHTC program was designed to 
encourage private, non-individual investment in low-income affordable housing (rental housing). 
This encouragement comes in the form of tax credit subsidy, or a dollar for dollar offset to 
federal tax liability. Tax credits are received over a 10-year period and developers typically 
compete for 9% LIHTC. Considering that Wisconsin’s federal allocation is about 13.6 million 
per year, or 2.20 per capita, tax credit resources are considerably scarce and competition for tax 
credits is fierce. 
 
To recapture the idea, a tax credit is a dollar for dollar offset to federal tax liability. As a 
developer, we can convert the tax credits into equity, thereby reducing the amount of lending and 
monthly debt service we need to finance the development, effectively allowing us to charge 
lower monthly rents. 
 
In order to qualify for LIHTC: (1) we must be scored by WHEDA and achieve a minimum of 
120 points; (2) agree to reserve 20% of all units for households at or below 50% of the area 



median income (AMI), or 40% of all units households at or below 60% of the AMI; (3) ensure 
our development will remain affordable for 30 years. 
 
(1) First and foremost, we have aligned our objectives with WHEDAs objectives outlined in 

their Qualified Allocation Plan (QAP) and feel confident that we will score enough points to 
receive LIHTC. WHEDA must allocate us a minimum score of 120 points to be eligible for 
credit and insofar that we seek to increase the quantity and quality of safe affordable rental 
housing in the City of Monona, increase the availability of housing with supportive services, 
and more generally create a development that propels the objectives of WHEDA, we are 
confident that WHEDA will allocate us LIHTC that will make our project financially 
feasible. Among other categories, we aspire to be score high among the following: serves 
lowest-income residents, energy efficiency and sustainability, rehab/neighborhood 
stabilization, universal design, financial participation, and opportunity zones. 
• Serves Lowest-income residents (5): The primary purpose for out development is to 

provide additional affordable housing to lowest-income residents, or individuals 
achieving income at or below the 30% CMI level. We have allocated 50% of units within 
our property to serve this demographic. In exceeding the minimum requirement set by 
WHEDA, we are confident that we will score well in this category and hope that by 
allocating a significant portion of our development for affordable housing, it will make 
clear to WHEDA our intention to benefit the lives of those financially disadvantaged. 

• Energy Efficiency and Sustainability (2): Our development provides an abundance of 
strong linkages that reduce transportation costs and travel time for our residents, 
facilitating their ability to save money and be active within the community. As our 
property is surrounded by two arterial highways with bus routes running to and from 
public schools, grocery stores, local retail and other community facilities, our site is 
convenient for individuals that rely on cheap transportation to get around. Additionally, 
as we provide plenty of parking for our residents, our site is an optimal living situation 
for private vehicle transportation. 

• Rehab/Neighborhood Stabilization (7): Our property is currently located in one of the 
most blighted areas in Monona. The property has been a part of TID #2 and TID #6, 
which were both created to eliminate blight and promote redevelopment of blighted 
property. Beyond our objective to eliminate blight and enhance the value of the property, 
we believe we will score well in this category due to the future local economic impact our 
development will have, as it will create jobs and supply labor for the local community. 

• Universal Design (8): After consulting our architect we have decided to include 
automatic door openers at main entrances to all main buildings, accessible signage with 
braille characters, accessible public bathrooms, garbage disposals in the units, accessible 
work surfaces in each room built to specifications, operable windows in every sleeping, 
living, and dining space, carpet that meets specifications, rocker type light switches, and 
other unit features that fulfill the guidelines set by WHEDA for this category. 

• Financial Participation (9): As we are capital partners on this project and have equity 
invested after buying the land outright, we are a financial participant and thus, believe 
WHEDA will score us well in this category. 

• Development Team (11): This is not the first time T21 has worked with the City of 
Monona or WHEDA. As a lead developer, we have completed a variety of affordable 
housing projects that are LIHTC properties over the past 10 years, which all have 



averaged physical occupancies over 96% over the past 3 years. From our history and 
reputation, we are confident we will score well in this category. 

• Opportunity zones (14): Being that our land is part of Monona Grove School District 
and is located in close proximity to key services and amenities, we presume that 
WHEDA will score us favorably in this category.  

(2) Regarding the second qualification to receive LIHTC, we have set to agree 50% of our units 
for households at the 30% CMI (country median income) level, which well exceeds the 
required minimum of 20% of units for households at/below 50% of CMI. According to 2017 
Wisconsin Household Income Limits, the Dane County 30% CMI for 2 person households 
was $20,450. This means for a 12-month rent period, 30% of our units cannot exceed rent of 
(20450*.03) $6,135 per year, or (6135/12) $512.25 per unit per month. 

(3) We undoubtedly satisfy this eligibility threshold and know that our development will remain 
affordable for over 30 years. 

 
Tax Incremental Financing (TIF) 
 
To encourage development and redevelopment in underutilized areas of the city, the City of 
Monona long been an advocate of tax incremental financing (TIF). TIF is the funding 
mechanism for making investments in a Tax Increment District (TID). When Monona City 
Council creates a TID, households within that TID boundary face an increase in property taxes 
which are then reinvested back into the TID, typically for subsidizing infrastructure and 
development costs. The city’s purpose for providing TIF to a developer constructing a building 
within a TID is to make the actual development possible. The notion is without this additional 
budgeted funding, the development would be unfeasible to build. 
 
For the City of Monona, the Community Development Authority (CDA) is the political body that 
carries out blight elimination, slum clearance, urban renewal programs and projects, and housing 
projects and is responsible for allocating TIF money to projects. 
 
1208 E Broadway is located within two of the City of Monona’s TIDs: TID #2 and TID #6. 
Since we are located within the boundary lines and more importantly, because we propel the 
objectives outlined in the respective Project Plan’s for these TIDs, we are confident that the CDA 
will subsidize essentially everything that involves preparing the land for initial construction, 
including, but not limited to, planning, public improvements, demolition of existing structures, 
financial incentives, and site improvements to promote redevelopment activities. 

• TID #2 was created September 16, 1991 and since has had various amendments. It was 
originally created to promote the orderly development of the City of Monona by 
promoting blight elimination and causing infrastructure improvements to be made within 
the TID #2 boundary. The TID #2 budget is comprised of capital expenditures (i.e. road 
improvements, utilities improvements, public amenities, and equipment) and 
administration (i.e. City staff time, consultant time, TID creation/amendment costs, 
audits). Furthermore, in 2007, a second amendment budgeted an additional $4MM to TID 
#2 for things such as CDA funds, developer incentives, and commercial and residential 
rehabilitation funds. The Taxing Districts overlying TID #2 in the City of Monona 
include Dane County, the Monona Grove School District, Madison Area Technical 
College, and the State of Wisconsin.  TID #2 revenues are currently expected to exceed 



TID #2 expenditures by about $7.4 million by the end of the TID’s life in 2018, meaning 
there is lot of capital for our project if approved. 

• TID #6 and Rehabilitation Area (RA) #6 first began approval process when City of 
Monona City Council met on March 17, 2008, and was adopted by resolution a couple 
years later. TID #6 was created to promote the redevelopment of blighted property, 
stimulate revitalization, improve a portion of the City, enhance the value of property, 
decrease crime, and broaden the property tax base. Parcels within the TID #6 boundary, 
which includes our property, are underutilized, deteriorated, and undervalued. As 
conveyed in the East Broadway Project Plan, “the creation of the TID allows the City to 
provide needed infrastructure, as well as funding to local stakeholders through incentives 
and grants, to encourage business and property owners to proactively participate in 
revitalization” (2). Considering our affordable housing objectives and the total TID #6 
expenditure of $19,178,271, we believe the CDA will subsidize most cost revolving 
around infrastructure, development incentives, professional services, administration 
costs, and inflationary costs. 

 
Section 5 - Affordable Housing Development Considerations 

 
Guest speaker, Tom Landgraf spoke of the importance of daycare in Madison. We believe that 
by implementing a daycare facility into our development, we will provide tenants with an 
incredible amenity. Additionally, the daycare will supply the citizens of Monona with an 
affordable, conveniently located daycare center. We plan to build our own daycare facility or to 
partner with Red Caboose Childcare Center, Inc. which is a non-profit organization based in 
Madison. We can mitigate the costs of the daycare by partnering with Red Caboose. According 
to the National Association of Child Care Resource & Referral Agencies, a daycare costs 
$11,666 per year.  
 
Our community contact, Rob Dicke mentioned that environmental permits could affect our cash 
flows. Through our research, we discovered a few permit-related costs that the developer of this 
affordable housing project may incur. These costs include: erosion and storm water management. 
In July of 2014, Royal Capital Group made a proposal to construct a multi-family residential 
development on 1208 E Broadway. As shown in their proposal, a land disturbance of greater 
than 3,000 SF meets the definition of “redevelopment” per Sec. 15- 2-4(a)(4) of the Code and a 
land disturbance of greater than 3,000 SF requires an erosion control permit per Sec. 15-2-7 of 
the Code. According to City of Madison Engineering, an erosion control permit costs $0.005 per 
square foot. Our total site is 244,371 square feet, so we must pay $1,221.86, Adding the base fee 
of $200, we must pay $1,421.86 for an erosion control permit. As stated by City of Madison 
Engineering, a storm water permit costs $0.005 per square foot with a base fee of $400. This 
means that the developer of this project will incur a cost of $1,621.86 for a storm water permit.  
 
The Wisconsin Department of Transportation supplies numerous benefits to Wisconsin 
communities in the area of economic development. Wisconsin’s RIDESHARE program brings 
commuters together for carpooling and bicycle commuting. We plan to target our housing 
development as a whole for the rideshare program. By providing and implementing a supportive 
service to families and individuals of our development, we merit WHEDA scoring. Through the 
integrative supportive housing section of WHEDA scoring, we will score well as we will target 



our entire development. The rideshare program will not increase or decrease our costs as it is a 
free program offered by the state of Wisconsin.  

   
Section 6 - Spatial Feasibility Analysis 

 
Our 50-unit affordable housing development with an additional community center facility at 
1208 E Broadway will be a tremendous benefit to the City of Monona, providing enough 
affordable housing at the 30% AMI level, to reduce the Monona housing gap to 270 units and 
growing the number of affordable housing units to 190 units. This additional affordable housing 
will create positive externalities among the community, including economic benefits through 
additional employment in local schools, retail businesses, and other local facilities where 
employment is needed. Additionally, our residents will be able to volunteer within the 
community at local recreational facilities and churches, allowing the community to grow. 
 
This plot of land is valued at $1,182,700, and we will be acquiring it outright at this price plus a 
premium of $100,000. We will then be working with Cinnaire Lending to acquire a construction 
loan that will contain the following terms: 80% LTV, 1.25% loan origination fee, 5% loan rate 
with interest-only payments, and a 25-year loan term. Our annual debt service should come out 
to about $121,457.79, which is covered by our NOI. This loan will also help us to cover soft 
costs such as the environmental impact of our development and the legal fees associated with it. 
Additionally, we qualified and are set to receive LIHTC with 9% tax credit equity paid out 
annually which will subsidize some of our costs tremendously and enable us to lower rents to a 
more affordable price. We know this is a great development opportunity and by obtaining a loan 
under these terms we can make it financially feasible. 
 
Considering that we are situated in both TID #2 and TID #6, where TID #6 has $19,178,271 to 
allocate to blighted properties, considering TIF, we expect to receive 100% of potential credits 
over a 10-year period. Thus, as we will receive $145,871 per year over 10 years, totaling at 
$1,458,710. When considering LIHTC, we expect that WHEDA will score us well over 120 
points, we expect to win the 9% credits, meaning that we will be able to develop all of our 
affordable housing units and charge all 25 lowest-income residents rents at or below 30% CMI. 



 
 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



Section 7 - Report Visuals 
 
Map of Site Area  
 

 
 
 
Existing Site 

 

 
 

Front view of existing structure on site, Chief Auto Parts 
 



 
 

Several views of trailer park located in back of lot 
 
 
 
 
 
 
 
 
 
 
Architectural Rendering 
 

 
 
 
 
 
 



Conceptual Design 
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Specific Populations 
 

 
 
“Heartbreaking Realities Of Homeless Mothers.” RebelCircus.com, 29 Sept. 2015, 

www.rebelcircus.com/blog/heartbreaking-realities-of-homeless-mothers/. 
 
Single parent families find it difficult to work to support their families and take care of their young 
children simultaneously. An in-house daycare, will ease this burden as it will provide single 
parent families with a zero-cost daycare service. 
 
 
Steps Required to Obtain Housing Assistance in Dane County 
  

 
 
 
 



Demographic Information on Target Population 
 

 
This diagram displays the statistics about the population, number of households, and median 
household income levels in the 5-mile radius surrounding 1208 E Broadway. Numbers of 
households and the population are measured against the left axis and median household 
income is measured against the right axis in dollars. This is the local population our project will 
be serving and indicates the average income in the area. 



 
 
This graph shows the household income distribution in Monona, WI, per the City of Monona 
2016 Comprehensive Plan and U.S. Census Bureau. The target population for our affordable 
housing development has low income below the median income level (~$50,000). The data 
shows the amount of the population below the median income level that need greater availability 
of affordable housing around our property.  
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Ivywood Senior Living 
Ivywood Trail, McFarland, WI 

Introduction 
Ivywood Senior Living provides a unique opportunity to develop a senior living affordable hous-
ing project. Located five minutes off of the Beltline, the site sits on the end of a cul-de-sac in 
McFarland, Wisconsin. With limited access to public transportation, grocery stores, and schools, 
the site is best suited for residents who do not need to leave often. Additionally, the job opportu-
nities surrounding our property are limited to the few retail centers located about two miles away 
from our property. Consequently, if the site is required to be an affordable housing development, 
the site is best suited to be a senior living development for residents who are beyond their work-
ing years and will rely on amenities provided within the building. We plan to provide common 
space areas for group activities, a garden, and weekly excursions off the premises. To help pay 
for these amenities, residents will participate in activities such as knitting and baking to make 
goods that will be sold in Madison and surrounding areas. Additionally, we plan to partner with 
companies like Meals on Wheels, and the Senior Outreach Program currently in place in McFar-
land to provide residents with affordable living necessities.  
  
The project consists of a 45,000 sf building, with 9,000 sf of common space, and 36,000 sf of 
residential area. The residential area is made up of 35 600 sf studios, and 15 1,000 sf one-bed-
room units. 25 of the studios will rent for $707.50/month, which is 50% of CMI for Dane Coun-
ty. The remaining 10 studios will rent for 30% of the CMI, $424.50/month. The additional 15 
units will be one bedroom apartments for non-low income elders, renting between $798.28 and 
$2,282.73/month, depending on whether the 9% LIHTC is awarded. These competitive rates, 
along with the development’s ability to score 218 of of a possible 284 points on it’s LIHTC ap-
plication will qualify our development for the 9% tax credits. Also, Tax Incremental District  39 
could be expanded to include our location only a quarter mile south of it’s current border. This 
rezoning can qualify our project for Tax Incremental financing if approved. Though the site cur-
rently features newly built storage units, the value and financials of Ivywood Senior Living are 
based off of the site as if vacant for an acquisition cost of $25,000. 

Urban Economics 
Located on Ivywood Trail in the Village of McFarland, about seven miles outside of the Central 
Business District (CBD) of Madison, our site is isolated and difficult to reach for those who need 
to commute to work using public transportation. The property requires a 20-minute walk with 
two bus transfers, totaling over an hour to complete the one-way trip to downtown Madison. As a 
result, the location of our property is not ideal for residents who need to commute to work. The 
closest job opportunities to our property are service oriented jobs in McFarland located about 
two miles away from the site, or in downtown Madison which is beyond a reasonable commute 
for residents of our building. Additionally, our property is over a mile away from the closest gro-
cery and drugstore. Our location is not suited for children because of its proximity to the neigh-
boring industrial properties, and the route to McFarland High School which requires walking 



across a major thorough-way, I-58. To the extent that the property is required to be housing, with 
the lack of public transportation, shopping centers within walking distance, and industrial type 
neighbors, we recommend our property is best suited to be a senior living development. The 
property will include a common space for social gatherings, a garden, in house jobs, and weekly 
excursions to make up for the limited walkability of the site. 
  
The demographics of McFarland and the surrounding city of Madison make our location attrac-
tive to the demographic of residents who are beyond their working days. Both the Village of Mc-
Farland and Madison have combined over 26,000 residents 65 years of age or older (Neighbor-
hood Scout). With such a large demographic, the property should have no issue renting out, es-
pecially with 35 studios renting at or below $707.50, which is below the average rent in McFar-
land of $1,049 per month. Additionally, McFarland provides a safer environment than Madison 
with a crime index of 57, as opposed to Madison’s crime index of 16 (Neighborhoodscout). This 
should allure elderly residents to move outside of Madison and move into Ivywood Senior Liv-
ing. The positives of the seclusion of our site and the attractive characteristics of McFarland 
make our parcel an appropriate location for an affordable housing development catered towards 
elderly residents. By highlighting the positives of our site, focusing on affordable rents, and 
building an energy efficient building, our development will qualify us for the 9% Tax Credit 
from WHEDA as described in section 4. 

Loan Conditions 
We plan on taking out an interest-only construction loan from an agency such as Cinnaire Lend-
ing partnered with corporate investors. The residual receipts concept is the most common financ-
ing method in low income housing development where we would only be required to repay the 
loan if rents are sufficient to pay all of our operating expenses. Our loan will be a 24 month, un-
secured loan with a 5.0% interest rate with required monthly interest payments and a fee of 
1.25%. The Loan to Cost Ratio is 38% if we are approved for LIHTC and 80% if not approved.. 
Here is the Breakdown assuming we receive the 9% LIHTC: 
  
Total Capital Budget of  $6,931,350 
Site Acquisition: $25,000 
Hard Construction Costs: $5,535,000 
Soft Costs: $593,500 
Underground Parking: $150,00 
Appliances / Furniture / Equipment: $250,00 
Developer Fees: $627,850 

First Mortgage / Permanent Loan: $2,613,015 (37.2%) 
Tax Credit Equity: $4,351,000 (62.8%) 

We will be issued a Forward Commitment to the Borrower. This Commitment can be converted 
to a Permanent Loan after construction, lease up, and stabilization assuming our property will 



have 96% occupancy. Current Rate for this product is 5.75%, for an 18-year term with 30 or 35 
year amortization. 

Tax Credits, TIF and Grants  
Low income housing developments often lack sufficient rents needed to make the project finan-
cially feasible. Due to insufficient future cash flows, these projects rely on alternative sources of 
funding specific to low income housing. Our development would take advantage of many of 
these opportunities including Low-Income Housing Tax Credits (LIHTC), TIF grants, and Madi-
son’s affordable housing trust fund. A good balance of financing in low income projects is ap-
prox. 50% equity from tax credits, 25% debt, and 25% TIF/AHP/City Contribution.   

The most important aspect of this section is the development’s ability to qualify for the 9% 
 Competitive LIHTC. This credit is not easy to receive; recently the acceptance rate has been 
around 50%. The equity created from this LIHTC accounts for $4,351,000 and 62.77% of the 
total capital budget. WHEDA scores for the LIHTC application in 2017 are out of 284 possible 
points based on 14 grading sections. This project can score at most 216/284 and scores at least 
some points in 11/14 categories. Strengths in the development include its ability to serve the 
lowest income residents and its qualification as supportive housing. Zero points were scored for 
the sections considering the ability to house large families and eventual tenant ownership. These 
shortcomings are expected in any senior living.  

Currently our parcel of land is not within any Tax Incremental District (TID). That said, TID 39 
is only about a quarter mile from our location. Although there is no guarantee if TID 39 is re-
zoned, the development can save up to $867,470 on future property taxes. Tax Incremental Fi-
nancing is especially helpful to this project because it would take advantage of the property’s 
current low value. The excel file only accounts for TIF if we don’t receive the 9% LIHTC. There 
is a visual of the current TID in relation to our site location in section 7. 

Development Considerations 
There are risks and costs associated with taking on this project. According to Bendix Anderson of 
the “National Real Estate Investor”, construction costs are rising; Lumber and plywood prices 
rose 6.8% over the year ended in September 2017. Additionally, Benix cites a construction labor 
shortage throughout the United States. In Wisconsin where unionized labor is common, this 
could imply more expensive construction labor coupled with an increased risk of a strike. Union-
ized labor and the increasing prices of construction could overall increase the risk and cost of the 
project.      
     
Another risk of taking on this project is the poor soil on the parcel. According to the USDA Web 
Soil Survey, the soil on the parcel is not adequate for building small commercial buildings nor 
for residential dwellings without a basement (See Soil Quality in Report Visuals). The cost of 
replacing the soil for a better foundation could be a significant unexpected expense for the hard 
cost of construction.  



The final associated risk is the use of LIHTC. A 9% LIHTC is very competitive and potentially 
costly. According to David Ginger of WHEDA, it can cost $25,000+ to assemble a 9% applica-
tion, with less than a 50% success rate. Additionally, Ginger states LIHTC properties can take 
more than three years from site selection to completion. The developer therefore is taking a big 
risk, as he or she does not make money from fees during this long development window.  

Although there are risks, this site has great potential for a senior living development. First, the 
Village of McFarland provides Senior Outreach Services for its residents at its Municipal Center 
(See Target Population in Report Visuals). Ivywood Senior Living could take advantage of these 
services, as the Municipal Center is only two miles away from the site. Ivywood could utilize 
ridesharing services like Uber or Lyft to transport the seniors to and from the Municipal Center. 
As long as ridesharing policies do not change in Dane County, this is not a volatile cost. Second-
ly, additional income could be provided by tenants through programs similar to Porchlight. Se-
niors could knit or paint as a daily activity, and the products could be sold to those in the com-
munity. All revenues would go toward running the operations of Ivywood. Finally, it is beneficial 
that there are number management companies in the Madison area that specialize in senior liv-
ing, e.g. the Wisconsin Management Company. Utilizing a specialized management company 
decreases the risks and costs associated with poor management. All of these benefits may help in 
our WHEDA scoring.  

Spatial Feasibility Analysis 
As discussed earlier, Ivywood Senior Living will have 50 units, 35 of which are considered af-
fordable. Multiple sources are used to fund the Capital Budget of $6,749,850. Using the Front 
Door Model in Excel, we ran two scenarios: (1) 9% LIHTC, 38% LTC, $0 TIF and (2) No LI-
HTC, 80% LTC, $867,470 TIF. 
  
The following table shows the Monthly Rent for each unit type if 9% LIHTC were awarded for 
the project (Scenario 1): 



In order for the project to be feasible, average monthly rent must be $677.83. To arrive at the ac-
tual rent for the studio apartments, we take 50% and 30% of the Dane County median income of 
$56,600 to arrive at our low income numbers for affordable housing. Since a household spending 
more than 30% of its income on rent is considered “rent burdened”, we take 30% of the income 
to get the actual rent the single household will pay for the studios: $707.50 for 50% CMI indi-
viduals and $424.50 for 30% CMI individuals. The one bed apartment rents are $797.28, the 
amount that makes the average rent of the project equal to $677.83. 
  

Rental Unit Information

Unit Squa
re 

Feet

No 
Units

% 
CMI

Rent % of 
Income

Max 
Monthly 

Rent

Actual 
Rent

1 Bed 1000 15 N/A 17% N/A $797.28

Studio 600 25 50% 30% $707.50 $707.50

Studio 600 10 30% 30% $424.50 $424.50

Average 
Sq. Ft.

720 CMI $56,600.00 Average $677.83



If Ivywood Senior Living does not receive 9% LIHTC, the loan to cost ratio increases from 38% 
to 80%, and roughly $867,000 of TIF money must be utilized. The following table shows the 
Monthly Rent for each unit type under these conditions (Scenario 2): 

In order for the project to be feasible without LIHTC, average monthly rent must be $1,123.47. 
Using the same calculations as above, we arrive at the following rents for the studios: $707.50 
for 50% CMI individuals and $424.50 for 30% CMI individuals. The one bed apartment rents 
increase to $2,282.73, the amount that makes the average rent of the project equal to $1,123.47. 
  
In both models, 96% occupancy is used, as vacancy is in Madison is around 1-4%. This is a con-
servative estimate since most affordable housing projects are have near-zero percent vacancy. 
Using the expense information given by Tom Landgraf, we arrive at a Net Operating Income of 
$183,305 with LIHTC and $378,806 without. 
Although the project is feasible in both scenarios, scenario one is preferred. Without LIHTC, the 
market rent one bedroom units take the burden with a huge rent hike. It is clear that the LIHTC is 
vital for the project, as the average required monthly rent almost doubles without the tax credits. 

Rental Unit Information – No LIHTC

Unit Square 
Feet

No 
Uni
ts

% 
CM

I

Rent % of 
Income

Max 
Monthly 

Rent

Actual 
Rent

1 Bed 1000 15 N/A 48% N/A $2,282.73

Studio 600 25 50% 30% $707.50 $707.50

Studio 600 10 30% 30% $424.50 $424.50

Average Sq. 
Ft. 720 CMI $56,600.00 Average $1,123.47



Report Visuals 
Site Photos 

!  
The above picture is of our site with the 5 storage units that are currently under construction. The 
picture highlights the industrial type properties located in the neighborhood. However, since the 
site is located at the end of a cul de sac, the property can be transformed to a senior living resi-
dence since residents will not be venturing off of the property to surrounding neighbors. We val-
ued the site as if vacant for our feasibility analysis. 

Architectural Rendering 

!  
  
Here is a rough architectural rendering of Ivywood Senior living. Our development is located at 
the end of a cul-de-sac providing much less traffic, something ideal for Senior Living. Another 
key component is that as many of the units are on the first floor as possible, maximizing accessi-
bility.  



Map of Site Area 

!  

The above map highlights key areas of interest for our site. The Pin “1” is the proposed location 
for Ivywood Senior Living on our assigned site. Pin “2” is located over a mile away and about a 
20 min walk away from our property. This is the location of the closest grocery store and retail 
center for job opportunities.  Pin “3” marks McFarland High School. The far distance of these 
key locations away from our property, as well as the need to cross I-58 to reach these locations 
demonstrates the lack of walkability that our property has, and the need for the development to 
be catered towards elderly residents who will not need to walk from the premises.  



Current TID 39 

Currently TID 39 ends just short of the Village of McFarland. We recommend trying to extend 
the Stoughton zoning another quarter mile south to the location of our site. TIF credit can save 
up to $867,470 over the course of development. 



Target Population  

!  
Ivywood Senior Living targets homeless and low-income seniors. Ivywood could harness the 
Senior Outreach Program that is in place at the McFarland Municipal Center. Above is an exam-
ple of the daily activities the program provides.  

Overview of different housing assistance in Dane County less related to Ivywood Senior Living 

Section 8 housing Two year wait list, already 3,000 Section 8 vouchers out 

Dane County Public Housing Authority Emphasis on veterans/people with disabilities 

Dane County Housing Initiative Focus on the workforce to expand housing options  



Soil Quality 

Table 1: (USDA Soil Rating for a Commercial Building on the Parcel) 
  

!

Table 2: (USDA Soil Rating for a Residential Dwelling without a Basement) 
 

!  
According to the USDA Web Soil Survey, it is clear that the soil rating is poor. Half of the soil is 
“somewhat limited” and half is “very limited”, indicating the costly need for excavation and re-
placement of existing soil.  



Floor-plans 
Floor-plan for 35 studio units 

!  
Floor-plan for 15 1-bedroom units 

!  

These floor-plans represent the two types of rooms offered at Ivywood. Due to the development’s 
designation as senior living there is no need for rooms larger than one bedroom. 
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Affordable Homes: Developing Housing in McFarland 
5401 Preston Place, McFarland, WI 

 
Introduction  
 
With Wisconsin's growing rate of homelessness, there is a need to provide reinforcements for 
members of the community. Families and individuals are without shelter due to poverty, 
violence, mental health, and a complexity of other causes. However, according to Karla Jameson 
Thennes, Associate Executive Director of Porchlight, homeless shelters do not prioritize those 
who are employed and sleeping in these shelters. They look to shelter those under the worst of 
conditions. We are targeting affordable housing for single adults--both men and women--in the 
workforce whose jobs can’t support market-rate housing.  
 
This site is located at 5401 Preston Place, in the Village of McFarland, Wisconsin. It is 
positioned less than 2.5 miles from West Beltline Highway, which provides easy access to 
potential work hubs. There are retail and service jobs neighboring the site, and other larger 
employers as close as a 15 minute walk. It contains 11 duplexes, as single room occupancies 
(SRO), with a total of 88 units. All 88 of our units are between 30% and 60% CMI. At 30% 
CMI, with 32 units, we are charging a maximum rent of $447. At 40% CMI, with 28 units, we 
are charging a maximum rent of $597. At 50% CMI, with 20 units, we are charging a maximum 
rent of $746. At 60% CMI 60%, with 8 units, we are charging a maximum rent of $895. With 
this percentage mix of CMI units, we can appeal to a wider range of individuals struggling to pay 
rent. These rent calculations are under the assumption of 9% tax credits and permanent debt 
financing. Our lot is not located in a TIF District. If we use TIF, we would use less equity, 
however, feasibility of this project will not necessarily be affected. We can raise a reasonable 
amount of equity with great loan items just using LITCH, since we are not in a TID, and would 
need to petition to be in one.  
 
With our surplus cash flow, we can provide additional services such as transportation to work 
centers and other common locations. As the homeless population grows, we are aiming to 
mitigate the repercussions by addressing the employed sector of the homeless population.  
 
 
Urban Economics 
 
Our site is located at 5401 Preston Place in the Village of McFarland, WI, parcel number 
071034398701. In 2016, McFarland had a population of 8,320 with a density of 2,200 
inhabitants per square mile, according to the U.S. Census Bureau. The county’s continued 
population growth will be heavily supported by our SRO model and its ability to house a 
concentrated group of individuals.  



 

The zoning district is both Single Family/ Single Family & Two-Family Residence. The Village 
of McFarland’s area median family income (AMI) is above the Dane County average, and it is 
not considered a low-income area, meaning it would not receive that score from WHEDA. It is 
near TID #3, and there could be the possibility of annexation since it is not too far away. The 
village of McFarland is free from major crime considerations as well.  
 
The neighborhood has a Walk Score of 50, meaning it is somewhat walkable and therefore 
receives a 2 form WHEDA for strong linkages. Basic errands are able to be accomplished just by 
walking, as most amenities are less than half a mile away. The nearest grocery store (Pick n’ 
Save) is 0.3 miles away, the nearest pharmacy (McFarland Hometown Pharmacy) is 0.2 miles 
away, and there is a restaurant (Pizza Hut) located only 0.4 miles away.   In addition, Indian 
Mound Middle School is 0.7 miles away and McFarland High School is 0.5 miles away. The 
close proximity to services such as schools, parks, and grocery parks will give us several points 
for WHEDA. 
 
Positive externalities of the site include work opportunities such as retail and service jobs, as 
well as several larger employers in McFarland including Amtelco (15-minute walk), Seville 
Corp. (25-minute walk), and Convenience Electronics (5-minute drive). Located less than 2.5 
miles from West Beltline Highway, it is a 20-25-minute drive to downtown Madison, the most 
prominent employment hub, with major employers such as UW-Madison, UW-Madison 
Hospitals, and Madison Area Technical College. The close proximity to employers and the 
beltline highway, as well as the walk score of 50, are positive aspects of the site since they allow 
our residents to be employed and make a decent wage, as well as accomplish basic errands 
without the use of public transportation or cars. We valued the land at $450,000 as that was the 
assessed value as well. 
 
These various work opportunities play into our financial model displaying differing CMI 
percentages and maximum rents. Offering a unit mix will allow us to charge higher rents to those 
individuals operating in higher employment positions, while still maintaining a majority of our 
units at a lower maximum rent.  
 
Due to the distance from Madison and other retail outlets, in addition to the lack of public 
transportation, there may be increased traffic and air pollution which we consider a negative 
externality. Although our site is 0.2 miles from the nearest bus stop, buses are infrequent and 
public transportation is a weak option for traveling from this site, which means a car would be 
necessary to travel most places. The distance from downtown Madison and health facilities and 
the low access to public transportation are negative aspects of our site since our residents aren’t 
able to receive proper health care or access to other amenities. This will not give us the ability to 
receive a higher score in the Opportunity Zone category of the WHEDA scoring. We have 
however found a way to overcome this challenge. 



 

Our target population has a need to get to and from work and we understand the possibility that 
they likely do not operate their own vehicles, given their circumstances. Our financial model has 
left us with a surplus cash flow of $69,288. Not only will this allow us to provide services, such 
as transportation to common work centers and other significant locations, but it adds overall 
value to our site.  
 
We believe that our site would receive a score of 200 from WHEDA. This takes into account the 
design of the units, the location, financing, and the readiness to proceed with the project. We 
would be able to receive more financing for the project because the components for affordable 
housing such as the distance to employers and other amenities make the project more feasible.  
 
 
Loan Considerations 
 
This affordable housing development relies on assumptions that Low Income 9% credits and 
permanent debt financing will be acquired. Low Income 9% credits will be borrowed on the 
eligible fraction of costs, estimated at 90% of the total costs, and sold at a price of 92 cents on 
the dollar (Ginger). Both of these assumptions were provided by guest lecturer David Ginger of 
WHEDA. Purchasers of LIHTC credits are typically corporations with large tax liabilities and 
banks. Uniquely, banks satisfy their Community Reinvestment Act requirements by purchasing 
LIHTC credits. Banks are required to spend money in the communities which they take deposits 
from, which these credits accomplish. These credits are redeemable for 10 years, and this ten-
year value is reflected in the Excel file to show a LIHTC equity value of $6,247,816. These 
credits will represent 75% of the total capital budget.  
 
LIHTC credits are extremely important to the financial feasibility of our project. Our project is 
not feasible at 4% bonds. At 75% of the total capital budget, it will be vital for financing land 
acquisition, construction, and lease up period. More importantly, LIHTC credits provide the 
equity necessary to take out a significantly smaller loan than otherwise required. This smaller 
loan in turn creates a much more affordable annual debt service. Affordable housing generates 
much less cash flow available for debt service, so this LIHTC equity injection is critical.  
 
Permanent debt financing is assumed to account for 80% LTC after deducting LIHTC equity 
(Landgraf). This assumption was provided by Tom Landgraf, an experienced developer and 
professor of real estate at the University of Wisconsin-Madison. The loan will be $1,709,011. 
The loan is assumed to have a 5% interest rate (Ginger). Annual debt service will be just shy of 
$120,000.  
 
We will also be using equity investor capital in the sum of $448,615. To produce an 8% cash on 
cash return (Landgraf), $35,889 will be paid out to investors annually. 



 

No TIF loans are currently being used to finance this project. The included Excel model 
demonstrates the economic feasibility of this project without relying upon TIF allocation because 
the site is not in a designated TID. If the developer could secure a TIF loan, it would lower the 
cash required from equity investors or necessary loan amount, either of which in turn would 
lower the necessary NOI for the property. This would allow for lower rents or more money to be 
put towards services for our tenants.  
 
Tax credits, city/county grants, TIF Consideration 
  
Our plan is to utilize the 9% tax credit system outlined by David Ginger.  This will allow us to 
have an extra $6,250,000 for our project.  Based on the scoring criteria WHEDA provides, our 
site would score 200 points.  The areas that were the most detrimental to our score was that we 
will not be serving families and that the site is not in a low income area.  McFarland’s median 
income is $67,961, which is slightly higher than the Dane County median income (U.S. Census).  
100% of ours units are below market rent, which helped us score high in low income housing 
and with our $69,000 surplus, we are able to provide extra services to our residents.  According 
to WHEDA, the average score for applicants receiving LIHTC is 206, is promising for our site 
(WHEDA).   
 
We also looked at acquiring TIF, but we are not in a TID.  There is a TID less than a half a mile 
away, which would allow us to petition to be included in the TID (Ginger).  We would increase 
the property taxes by $39,400, and with a 3.5% borrowing rate over 10 years, we would collect 
$327,000 in extra financing (Ginger).  However, we decided against using TIF money because 
even without TIF money, we still accumulate a surplus of $69,000 a year, which we are putting 
towards extra services for our residents.  For us, gaining TIF money would only delay our project 
and would not be worth the lost time.  Furthermore, due to our surplus after LIHTC, we found it 
unnecessary to add city grants to our financing because it would only delay the start of 
development while we do not need any more financing.    
 
 
Affordable housing development considerations  
 
The population we decided to focus on came partly from the advice given to us by Karla 
Jameson Thennes, Associate Executive Director of Porchlight. Thennes stated that single adults, 
with jobs who simply cannot afford housing, are a population that needs to be focused on more. 
We plan to focus on this population as we feel out space and location will suit them well, and by 
utilizing the shared common spaces we can make the single room occupancy (SRO) model more 
feasible. As the county population continues to grow, space will become scarcer and SRO 
models will be able to accommodate this growth by housing a larger population of people in a 
more concentrated space.  



 

There are some aspects of our location that may hinder the success of an affordable housing 
development. Of the five things a household needs according to Mayor Paul Soglin, our site is 
lacking two of those key things: transportation and proper health care. The location is somewhat 
walkable, as it is close to grocery stores, pharmacies, and restaurants. Besides that, there is little 
access to public transportation and there is no close access to health care or hospitals. Although 
our site is less than 0.5 miles from a bus stop, the bus lines are infrequent and it would take a 
long time to get to Madison, where health facilities/hospital and other amenities are located. To 
combat this problem, we have decided to include shuttle service.  
 
Due to the finances of our proposal, we are able to provide this service to our tenants at no 
additional cost. This will allow them to travel farther for employment as well as healthcare. We 
feel that in addition to the typical management teams, we will add a transportation services team 
in charge of hiring, scheduling, and maintaining the shuttle vans we will provide to the tenants, 
and so we will incur additional costs. Our costs will not be affected right away since we have 
worked it into our budget, but these services will increase our costs in the future. If the costs do 
become too high, we would coordinate to have our residents join the Wisconsin RIDESHARE 
program, a free service provided by the State of Wisconsin to bring commuters together for 
carpooling. The inclusion of a shuttle service or rideshare program will increase our WHEDA 
score since our residents will be closer to more amenities, employers, and educational 
opportunities.  
 
 
Spatial Feasibility Analysis 
 
5401 Preston Place in McFarland was previously an undeveloped, forested plot. However, it is 
now being developed into upscale duplexes (Preston). We attempt to demonstrate how these 
duplexes could be completed as affordable housing units if the project falls apart mid- 
construction. This is why we propose 11 duplexes with 4 bedrooms and 2.5 baths in each unit. 
We have used the assessed value of $450,000 as an assumed land value, as this is the most 
accurate vacant land price estimate we have (Access). The site plans include a two-car garage per 
unit, so if residents do have a car, they will be welcome to park at the unit. The property is 
located close to the highway, which is convenient for our shuttle to provide transportation for 
those without vehicles to central areas of employment, as well as the nearby groceries, 
pharmacies, and other commercial properties.  
 
In the units, we anticipate higher use of appliances than typical units because of shared common 
spaces. We have accounted for industrial strength appliances by multiplying the provided 
assumed cost of $5,000 (Landgraf) per unit by 1.5. We have also modeled a 7% vacancy rate, as 
per David Ginger’s recommendation, although he mentioned this is a conservative estimate 



 

(Ginger). Paul Soglin, Mayor of Madison, claims overall vacancy rates in the city to be 2.5% 
(Soglin). We believe that with this information, our model is conservative.  
 
Our LIHTC equity investment was calculated by estimating that 90% of the total costs would be 
eligible costs (Ginger). Next, we multiply this figure by 9% to produce the amount of the tax 
credits awarded. Then, those tax credits are multiplied by 0.92, because LIHTC credits are 
selling for approximately 92 cents per dollar at the moment (Ginger). Finally, this number is 
multiplied by 10, because the developer may sell 10 years of these tax credits on the property. 
This is how we arrived at $6,247,816 of tax credit equity. In the event that these tax credits were 
not awarded, the entire aforementioned amount would need to be replaced by debt or equity. 
Unfortunately, paying off debt or equity investors on a principal this large would make rents 
unaffordable. Specifically, this change would cause our property to no longer produce $69,000 
extra cash flow per year, and instead have an economic shortfall of $386,000. As you can see, 
LIHTC credits are vital to keeping this development affordable. 
 
The resultant unit mix for our development, in an effort to address low income citizens in many 
brackets, includes: 
 
 

# of Units Income Level Applicable Rent 

32 30% CMI $447.00 

28 40% CMI $597.00 

20 50% CMI $746.00 

8 60% CMI $895.00 
 
These rents produce a gross potential revenue (GPR) of $637,200, far exceeding the necessary 
$501,678 to pay off debt service and equity investors. Please see the attached Excel file for more 
information about how this GPR becomes surplus cash flow available to the property. 
 
Finally, the property is not in an established TID for the Village of McFarland. Thus, we have 
modeled our development to be completed without TIF financing. If we could secure TIF 
financing to the amount of 100% of the increment ($327,673), the required gross potential 
revenue would decrease by $36,886. This decreased GPR could be spread across the 88 units at 
each price level to make units extraordinarily affordable, or the resulting additional cash flow 
could be allocated to services for our tenants, such as transportation assistance. Alternatively, 
TIF funding could lower the required equity and/or debt present in the proposed capital stack. 
While TIF funding would be extremely beneficial, we do not anticipate it to be awarded, as the 
project proves financially feasible without this assistance.  



 

Visuals  
 

  
This is a rendering of what one of the duplexes would look like. It would house 8 residents each, 
totaling 11 duplexes with 88 residents.   
 

    
The demographic we are aiming to target are people that work but currently cannot afford market 
rent.  This is shown by the dark blue and orange section, totaling 60% of the homeless 
population.  The data represented was found in the City of Madison’s annual report on homeless 
persons served (O’Keefe).    
 
 



 

 
 
Due to new developments like the James and the Hub, many minimum wage workers cannot 
afford to live in Madison.  This is the population we are targeting in our proposal.   
 

 
This is a photo of the current site and the duplexes currently built.  In each duplex we would 
house 8 tenants.   



 

 
This photo illustrates the ongoing construction on the site.  Currently there are six duplexes 
already built and one more is being currently built.    
 

 
 
This map helps compare our site to positive externalities in the area.  It also helps illustrate the 
walking score of 50 for the site, as Walgreens and Pick ‘n Save are a short walk away.   
 
 
 
 
 



 

How to obtain TIF in the City of Madison  

 
 
This diagram shows the necessary steps to obtaining TIF from the City of Madison, and the 
process of applying to create a new TID in Madison (Brandon).   
 
 
 
 
 
 
 
 
 
 



 

How to Obtain WHEDA low income housing tax credits (LIHTC) 

 
 
 
This diagram represents the steps to obtain WHEDA tax credits.  Developers may have to apply 
multiple times and change their development plan in order to obtain these tax credits (Ginger).  
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Affordable	Housing	
Highway	N,	Cottage	Grove,	WI	

	
	

	
Section 1  
 

Our goal in this 120,000 square foot plot is to provide affordable housing for low income 
families. Being only 10 miles from the CBD, this development project will allow 50 low-income 
families to not only live at an affordable rate, but as well have new job opportunities with a short 
travel time to their children’s education building. As stated by the Wisconsin State Journal, the 
CBD (Madison) grew to nearly a quarter of a million residents. The article as well stated that the 
confirm growth was a result of the county’s school districts, environmental protection and the 
ability to have a high quality of life. Being only 10 miles from the CDB, there are a plethora of job 
opportunities for those whom chose to reside in our new development in Cottage Grove, 
Wisconsin.  
 
Financials: # 

Average Rent $1,737.08 

Mortgage Rate 4% 

Debt Service 52% 

Operating Expenses 22% 

Taxes 10% 

Mezzanine  5% 

Section 2 
 

This site is in Cottage Grove, Wisconsin, a village of about 6,000. It is 10 miles east of 
downtown Madison.  A positive externality, especially for families living here, is its proximity to 
child care and schools. There is a childcare center neighboring the site and an elementary school 
two blocks away. This also offers work opportunities to residents. While there is not easy access 
to any public transportation, the site borders County Highway N, which provides access to many 
work opportunities. There is also a gas station across the street. Many businesses are also on 
County Highway N and less than one mile from the site including an auto parts store, fitness center, 
doctor’s office, gas stations, and many restaurants.  The nearest grocery store is a five-minute drive 
from the site. According to areavibes.com, Cottage Grove has a very low crime rate compared to 
the local and national average. The area surrounding this site is mostly residential. The 
neighborhood is filled with single family homes and duplexes. 
 
 
 



Section 3 
 
Because the property is vacant, there is no need for an acquisition loan. Money from 

WHEDA will cover operation costs, while a construction loan will cover the cost to build the 
housing.  For this project, the mortgage rate will be about 4%, which is the LIBOR rate (about 1%) 
plus an origination fee (.5-1%) plus 2.5%. The loan will be interest only for the first 2-3 
years.  After that, a permanent loan will be needed. 
 
Section 4 

 
When we begin to think about affordable housing development, there are a number of 

factors that pose challenges and opportunities different from market rate housing. Because there 
are a few different financing options and opportunities, the costs that make up the rent for our 
property, and most every property, will be different. As Professor Tom Landgraf stated in class, in 
a market rate development, rent will consist of roughly 52% debt service obligations, 33% 
operating expenses, 10% taxes, and 5% mezzanine or other equity financing. Because developers 
have access to tax credits, TIFs, city grants or other financing opportunities, affordable housing 
developments are able to cut the 52% debt service obligation, the 5% equity financing, and bring 
the taxes down by roughly half to 5%. According to these calculations, this brings the required 
rent for our property down to about 38% of the original rent. Due to tax credits, TIFs and grants, 
by simply refocusing these percentages, this will make housing much more affordable to low-
income individuals and families within the Madison area. 

As stated above, there are three affordable financing opportunities that we will take 
advantage of to eventually create our affordable development housing in Cottage Grove. The first 
option is Tax Incremental Financing or TIF, which is a type of loan given by the municipality. 
Awarded TIFs would dramatically increase financing and create a more feasible project. The term 
and borrowing rate, which are determined by the community, are sometimes negotiable, only if 
the municipality believes that the affordable housing development is favorable. This might mean 
that the Dane County municipality might not agree with us that our proposed property is ideal, so 
it is possible that we are not awarded TIF money to finance our project. Since we are in TID (), we 
have estimated, as you can tell by our excel document, that we could receive () from Dane County 
to go towards our affordable housing project.  

Another affordable financing opportunity provided by the city in which the property will 
be located in, in this case Dane County, are city/county grants. Just like TIFs, city grants allow 
developers to put in less equity to finance their affordable housing project if they core high based 
on a specific company’s scoring guidelines. For example, in WHEDA’s 2017 LIHTC scoring 
results, out of 14 scoring categories, the maximum score awarded to developers was a 284 and the 
minimum was a 120. Out of all the applications receiving awards this year, the average score was 
a 201, and the average score for applications receiving an award was 206. The difference between 
applications that received awards and ones that didn’t, according to WHEDA were based on the 
opportunity zones, credit usage, mixed income incentive, and supportive housing. For our property 
in Cottage Grove, out of all 14 categories in the scoring guideline, we believe that we would score 
highest in terms of mixed-income incentive, serving larger families, supportive housing, 
rehab/neighborhood stabilization, financial participation, development team, readiness to proceed, 
and opportunity zones. Because our property is in a very safe residential neighborhood located 
next to many commercial sites as well as a school referred to in Section 2 of this report, we believe 



that our scoring for these major categories would be very high compared to most other project. For 
example, being in an area with many commercial sites that can provide job opportunities as well 
as a school for our residents to send their kids to, provides our residents with a great opportunity 
zone. On the other hand though, we believe that our project might not score as high in the energy 
efficiency and sustainability category as we have not put a lot of time into understanding energy 
costs and how to make them completely affordable to our residents. As well, we might not score 
as high in the universal design category as other projects might because, once again, we have not 
put in a lot of time discussing the overall design of our project as we have focused more on other 
aspects, for example neighborhood opportunities to better our residents. Because of all these 
factors, we believe that we would score high according to WHEDA’s guidelines and would be 
awarded a city/county grant to finance our project.  

Another option that a developer can utilize for an affordable housing development are tax 
credits. As David Ginger told us while speaking to us in class just a few weeks ago, a developer 
can apply for tax credits by submitting plans to WHEDA to build affordable housing in Madison. 
First of all, there are two different kinds of LIHTCs. The 9% loan, or the more competitive one is 
the one that we will be focusing on in our project as the 4% loan, or the non-competitive loan, is 
much less frequent in terms of tax credits for affordable housing. To qualify for a LIHTC, the 
affordable housing development would need to have at least 20% of the units be “affordable”, in 
other words the rent cannot be more than 60% of the County Median Income (CMI) based on 
family size. As David stated in his example, in Dane County, for a family of three, 60% of CMI 
would be 46,020. In addition, rent must be 30% or less of their respective income, so in this case, 
60% CMI of max monthly rent for a 2-bedroom unit in Dane County would be 1150 including 
utilities. If the development is accepted, the developer receives a specified amount of tax credits 
which can be sold to large investors who utilize the credits for their own tax purposes.  

The way that these tax credits are calculated are by multiplying the eligible basis by the 
percent of the property that is affordable, in our case 100%, and by the credit rate, which would be 
9%. For our specific housing site, please refer to the chart below see how we calculated our annual 
tax credit after the .94 tax credit price that David Ginger gave us from WHEDA’s January 2016 
policy. Along with this annual tax credit, we hope to receive a one-million dollar city grant from 
either Dane County or Cottage Grove to use to eventually cover some of the financials of our 
project 

In all, our affordable housing development in Cottage Grove is definitely a favorable area 
for affordable housing, making tax credits and a city grant great markets for the developer to enter 
to decrease the amount of personal financing that will eventually go into the project. With almost 
a seven-hundred thousand dollars in annual tax credits as well as a one million dollar city grant, 
we believe that rents will be very affordable in this neighborhood.  
 
Total Capital Budget $9,597,800 

Eligible basis (Total LIHTC eligible costs)  8,440,000 

Applicable fraction  100% 

Qualified basis  8,440,000 

Applicable percentage (AFR)  9% 



Annual credit before tax credit price  759,600 

Tax Credit Price  .94 

Annual credit after tax credit price  714,024 
 

 
Section 5 
 

Our affordable housing development has several considerations that play a factor. To start, 
it is not uncommon to have risks associated with the construction and management of affordable 
housing units. As stated by the Scholars Strategy Network, there are misplaced incentives and 
financial challenges that are faced throughout the development process. Some of these issues 
include funding and delayed financing. In terms of the LIHTC the network stated “The Low-
Income Housing Tax Credit is the principal national financing mechanism for the development of 
affordable housing, contributing to the development of nearly 2.5 million units since its inception 
in 1986. Yet the ready availability of this credit also makes it easy for developers to build new 
affordable units in low-income areas, with the result that new units are often added to low-income 
central city neighborhoods. This reinforces residential poverty.” Our goal is to provide more 
affordable housing, and decrease those whom are impoverished, specifically low-income families. 
One last issue that we need to take into consideration is the access to transportation. Because we 
are dealing with affordable housing, it is fair to assume that not many of these low-income families 
have access to a car. The bus routes from the CBD are limited to a certain extent off the highway 
and require another five to seven-minute commute after getting off at the closest bus stop to 
Cottage Grove. 
 
Section 6 
 

According to the Dane County Access Website, our vacant site will cost $145,000 to 
acquire. We have decided to develop 70,000 square feet out of the 120,000 square feet available 
on our lot, for a total of 50 affordable housing units. At 40% efficiency, our property will consist 
of 50,000 square feet of residential area and 20,000 square feet of common area. We have budgeted 
for $115 of hard costs per square foot for residential area and $95 of hard costs per square foot for 
common area. We budgeted for these costs because they are slightly under market construction 
costs, which we felt was fitting because we are constructing affordable housing units, which will 
be cheaper than some other luxury apartments on the market. 

For financing, we have decided to pursue zero equity. Instead, we will rely on Low Income 
Housing Tax Credits (LIHTCs) and a mortgage loan, with our return coming from the 12% 
developer fee. Based on our eligible basis of $8,440,000, we will be able to secure $7,140,240.00 
in LIHTC financing over a ten-year period. In addition, according to David Ginger of the 
Wisconsin Housing Economic Development Association (WHEDA), typical affordable housing 
developments are able to secure a total of $1,000,000 in City of Madison and Dane County grants. 
Therefore, we subtracted our LIHTC financing and $1,000,000 in grants from our total capital 
budget to determine the remaining cost of the project that needed to be financed with a mortgage 
loan. This calculation led us to $1,457,560.00, which is the amount of the mortgage we pursued. 



With a loan fee of 1.25% and a mortgage rate of 4%, we concluded that we would have to pay 
roughly $92,000 in annual debt service.  

Using the model, we assumed a vacancy rate of 11.73%. This is likely much higher the 
vacancy will be. We used this number to find a conservative estimate in gross potential revenue. 
As the vacancy decreases, revenue will increase, and minimum rent will decrease. There is a 
chance vacancy could be close to 0%. If it were 0% instead of 11.73%, the minimum rent would 
drop from $517 to $463. 

Using the Front-Door Back-Door model, we concluded that in order to make this project 
feasible, our property would have to demand rents of $505 per unit per month. We are very pleased 
with this number because it falls below the maximum rent we would be able to charge low-income 
tenants ($543/month) while still generating a developer’s profit of just over $1,000,000. 
 
Section 7 
 
1. Map of site area with pin drops to show points of interest to the development company (e.g. 
public transportation hubs, service providers, homeless shelters, schools, shopping, etc.). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Google Maps picture above shows some of the local businesses that may be beneficial to 
residents of our affordable housing property. The red circle is our site, noted by the key to the left, 
and most of the necessities, noted by the blue circles, are within walking distance. Some of these 
include a school, child care, a few restaurants, and a grocery store. These places also offer work 
opportunities for residents.  



2. Photos of an existing building’s interior or exterior (if any). If site is vacant, provide a photo 
of the vacant land  
 
 

	  
 
These pictures above, taken by our team, show our vacant site in Cottage Grove, Wisconsin. The 
left picture is our vacant site and the right picture is the residential area that surrounds our site to 
the west.  
 
 
3. Drawing/architectural rendering of concept for future housing facility 
 

  
 
Although these are not renderings for our future housing facility, these pictures depict what we 
see our development looking like if it were actually to be built. (WE ARE WORKING ON THE 
RENDERINGS) 
 
 
 
 
 
 
 



4. Photos or illustrations that represent the specific populations or issues specific to your project 
(you should make the connection between these issues and your financials in Section 6)  
 
 

  
 
The graphs above respectively show the demographics of Cottage grove in terms of race, 
ethnicity distribution, and age distribution 
 
 

  
 
 
These graphs above respectively show the demographics of Cottage Grove in terms of 
education attainment and household income 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



5. Diagram that explains steps required to obtain housing assistance in Dane County.  

 
After using the knowledge we already had on this subject from class speakers, we cross 
referenced a few sites online and made this graphic to resemble the process one might go through 
to obtain affordable housing in Dane County.  
 
 
6. Graphic that shows demographic information on your target population 
 
Demographics Number 

Population 6,192 

Gender:  

Male  3,034 

Female 3,158 

Median Resident Age 34.1 

Wisconsin Median Age 39.4 

Estimated Household Income $90,154.00 

Estimated Per Capita Income $34,214.00 

Median gross rent $1,064.00 

The chart above shows the demographics of our target population by gender, but also by age and 
by household income 
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Section 1 

Widening regional income segregation and soaring housing prices have thrust people’s 

living situations onto the government. The issue of promoting affordable housing is now on the 

forefront of current policy debates, and very well should be. Subsidized housing focuses on 

providing housing and housing costs possible for low income individuals. Income levels below 

the poverty level account for the increase in homelessness. Over 18% of people in Madison’s 

community live in poverty .  1

Our top priority with working with the underprivileged is providing help with struggling 

veterans and homeless families. We look to help veterans and families because they are key to 

the future of our nation's, veterans protect the solidarity of america and helping families help 

provide assistance with our future generation. In 2012, 1,035 families were turned away from 

help at Porchlight. That is a great amount of families seeking help and being turned away since 

there is not enough affordable units for them. Alongside those homeless families there are 

homeless veterans.  There are 26,237 veterans in Dane County , 45 percent of those veterans 2

suffer from mental illness making it hard to find housing . Both of these groups are our top 3

priority for our project, and our location allows for them to thrive with subsidised housing.  

Our location is blessed with many immediately accessible job opportunities around the 

area, which would be attractive for for our tenants. Our lot is located behind a strip mall, with 

many stores in it. To take advantage of our location we would produce a complex that has 50 

1 Homelessness In Madison. http://porchlightinc.org/homelessness-in-madison/  
2 QuickFacts. https://www.census.gov/quickfacts/fact/table/danecountywisconsin/PST045216 
3  Homeless Veterans. http://www.nationalhomeless.org/factsheets/veterans.html  

Cottage Grove Affordability Project 
Vacant parcel near Piggly Wiggly

http://porchlightinc.org/homelessness-in-madison/
https://www.census.gov/quickfacts/fact/table/danecountywisconsin/PST045216
http://www.nationalhomeless.org/factsheets/veterans.html


units of affordable housing, shared between 30 units for low income families, 10 units for 

veterans, and 10 units at market rate. The subsidized units will be as low as feasibility possible, 

being 30% CMI, while the other rents will be dictated by the market.  

Our site is located in the Village of Cottage Grove, Wisconsin. It is situated conveniently 

between the major transportation routes of Interstate 90/94 and Highways 12/18. Cottage Grove 

enjoys the benefits of a small community, as well as the metropolitan culture of nearby Madison4

. Cottage Grove is a suburb of Madison, located only a few short minutes from Madison's east 

side. It is very accessible to the Madison area, and seems to be its own thriving location within 

Dane County.  

Cottage Grove has a population of 6,192 with the median age being 33 . There are many 5

work opportunities within the general vicinity of our site. It would be located right behind a strip 

mall, included in the stip mall is: a very large Piggly Wiggly, a subway, a cost cutters, and a few 

more various stores. Our location is highly walkable to almost every amenity in the city. It is less 

than .1 miles away from the Piggly Wiggly, .2 miles away from Mcdonald’s, .9 miles away from 

Cottage Grove Elementary School, and less than a mile away from main street where most of the 

local businesses are. Along with businesses there are also some parks that are relatively close to 

our site, Bakken Park is 1.5 miles away and Houston Park is just as close. Our location is the 

main hub of Cottage Grove because most amenities are within walking distance.  

 

Section 2 

4 Cottage Grove, WI | Official Website. http://www.village.cottage-grove.wi.us/  
 
5 Current Cottage Grove Village, Wisconsin Population, Demographics and stats in 2016, 2017. 
https://suburbanstats.org/population/wisconsin/how-many-people-live-in-cottage-grove-village  
 

 
  

http://www.village.cottage-grove.wi.us/
https://suburbanstats.org/population/wisconsin/how-many-people-live-in-cottage-grove-village


There are sidewalks leading everywhere, and there is hardly any car or foot traffic, 

infrastructure conditions seem to be brand new, and all buildings can be easily accessed by 

walking. Having a walkable location is great for our WHEDA site scoring because walkability 

has great health, environmental, and economic benefits. Stores are close and easily accessible 

which is convenient for our residents to get groceries and make everyday purchases. Walkability 

is an important concept in sustainable urban design, and would work wonders for our residents.  

There are many generous companies in the area that would be more than willing to help 

our cause and provide job opportunities to our tenants. Our site is located immediately behind a 

strip mall with many businesses, and it is foreseeable for a lot of employment to come from 

there. The anchor store of the strip mall is Piggly Wiggly, a large grocery store chain. Piggly 

Wiggly is known for helping the local community , so we would seek out a partnership with 6

them to secure jobs for our residents. Piggly Wiggly offers many different job opportunities at 

their stores; our residents could stock shelves, be cashiers, or even work in the deli. The mere 

size and proximity of the Piggly Wiggly helps our location immensely.  

Similar to Piggly Wiggly, there is a Subway, which is a fast food restaurant that would be 

an ideal job for our tenants. Just like Piggly Wiggly, Subway is known for helping the local 

community . Subway does not offer as many diverse options of employment, but there is always 7

a large demand for sandwich “artists”, so we would seek out collaboration with Subway to obtain 

jobs for our residents. Subway and Piggly Wiggly are just the beginning, for they are the 

immediate jobs, location wise, that our tenants have options for. And, as described earlier, there 

are many other companies nearby that are committed to helping their community, and would be 

6 Community Involvement. https://www.foxbrospigglywiggly.com/community-involvement/  
7 Our People, Our Communities. 
http://www.subway.com/en-us/aboutus/socialresponsibility/ourpeopleourcommunities  
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more ecstatic to collaborate with us in providing jobs for our residents. Because we are located 

close to all of these actively supportive communities it would positively affect our WHEDA 

self-scoring because it creates an opportunity zone for our tenants.  

The average market rent of apartments are pretty expensive, but it is expected since it is a 

suburb of the second largest city in Wisconsin. Average rent for all renters is $1,101 a month, 

and that is up 3% from last year . 1 bedrooms are $889, 2 bedrooms are $1,110 and 3 bedrooms 8

are $1,423, which are all too way too expensive for most people including our tenants. Since 

target rent is averaged across a range, each type of unit is charged a different monthly rent. With 

30 low income units we would charge $200 a month, 10 veterans units would be charged $100 a 

month, and the 10 market rent units would be charged $1000 a month. Since there is such a 

discrepancy between our affordable rents and comparable rental prices it would be negative for 

our WHEDA site scoring, but with subsidies we could make rent more manageable. With 

subsidies we would save on the development and implementation costs, and in turn give savings 

to our low income tenants.  

For the families that we would be helped there are many community amenities for the 

children. There is a promising day care facility nearby that offers shuttle services for kids. Also, 

there are two middle schools and one grade school in Cottage Grove that offer public bussing 

services. The crime rate is extremely low for Cottage Grove, 67% lower than the national 

average , meaning that our location would be a safe one for our residents and their children. 9

Having public schools in the area would be a great positive to WHEDA scoring for it allows for 

8 Madison, WI Rental Market Trends. (n.d.). Retrieved November 12, 2017, from 
https://www.rentcafe.com/average-rent-market-trends/us/wi/madison/ 
 
9Cottage Grove, WI Crime. http://www.areavibes.com/cottage grove-wi/crime/  

 
  



our location to serve large families. Similarly, having a low crime rate would positively affect 

our scoring because it is a safe area that allows for our tenants, and their children to thrive.  

Our project aims to help families and veterans who are homeless, possibly helping those 

who are recently homeless. Because of the demographics of our targeted tenants it is reasonable 

for them to afford a 30% CMI unit. Since our residents make little money they get a lot of credits 

from the government to help afford necessities, giving them access money to pay for rent. The 

families get coupons get a “homeless voucher”  which entitles them to free child care at licensed 10

day cares. Families also get free schooling  and free school meals  for their children. Similarly, 11 12

veterans receive rental assistance which is essential for extremely low-income veterans at risk of 

homelessness . With this assistance residents taking would receive taking care of other 13

essentials, it is logical to think that they would be able to afford a 30% CMI unit.  

Since we are implementing affordable housing while requiring 30% CMI we would have 

to make use of tax incremental financing, as a subsidy for development. The only issue is that 

our lot is not located in a TID district, but there are steps that would be taken to ask the State of 

Wisconsin Department of Revenue to expand the closest TID district to include our project. The 

closest TID district to our site is TID 44, which is located on the East side on Maison . TID 44 14

has Cottage Grove Rd running through it, which connects Madison to Cottage Grove. It would 

make sense to connect TID 44 to our site because it is only a few minutes away from our 

location. Also, the land costs can be found by taking the 2016 taxes of the parcel and dividing by 

10  Child Care for Homeless Families. http://www.masslegalhelp.org/income-benefits/childcare-homeless  
11 Dean Mosiman | Wisconsin State Journal. 
http://host.madison.com/wsj/homeless-families-and-children/article_90a8096c-40ef-51c1-9311-6ce1a77bdbc1.html  
12  Access to Food for Homeless and Highly Mobile Students. 
13  Handelman, E., Jawaid, S., & Brennan, M. (n.d.). Veterans Permanent Supportive Housing: Policy and Practice 
[PDF]. National Housing Conference and the Center for Housing Policy. 
14 Existing TIF Districts City of Madison 2017 [PDF].  
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the property tax rate to find an assessed value for our land. Tax assessed value is usually less 

than market value, so we found comparable piece of vacant land. After calculations our 

construction costs $128,000 per unit. By being included in a TID district it would make our site 

much more feasible and allow us to expect less rent from our tenants. That and having a 

manageable construction cost makes the 30% CMI idealistic.  

 

Section 3 

For our development project, our group can take into account a construction loan 

consideration. We will need to secure this type of construction loan from either a bank or a 

syndicate.   With the tax credits we expect to receive, we need a construction loan of 19% of our 

capital budget or $1,474,087 and a private equity contribution of $294,817.  Our construction 

loan will cover our entire construction cost and have an amortization of 25 years.  Because our 

property site is vacant land there is no need for an acquisition loan.  These types of loans 

typically have a term of 18 to 24 months. But also these types of loans may have an extensive 

option at the end of 24 months. Moreover, construction loans are typically priced at a spread over 

a floating interest rate. This floating interest rate is determined from things such as the LIBOR. 

Typically, people may see a spread of 25 basis points over the one month LIBOR.  In our 

development the LIBOR rate is 3.75% plus 25 basis points which comes to 4%.  Furthermore, 

the loan-to-cost ratio would be 19% after tax credits.  Our development is looking at this type of 

construction loan because they typically bridge equity installments that are paid in later in the 

construction process once benchmarks are met making construction loans larger than perm loans. 

 
  



When using this type of loan, the lender will hire an architect to do monthly inspections which 

will also be part of the construction budget.  

 

Section 4 

There are multiple affordable housing financing opportunities that our development 

group can use to create our affordable development in Cottage Grove.  Our group’s first option is 

Tax Credits.  In using tax credits, as developers we can turn to WHEDA who administers the 

Low Income Housing Tax Credit program and originates loans for rental housing development. 

In order to qualify for LIHTCs our property must set aside 20% of units for households at or 

below 50% of County Median Income.  Also, our development must set aside at least 40% of 

units for households at or below 60% of the Central Median Income.  The LIHTC rental 

restrictions are enforced by a Land Use Restriction Agreement.  LIHTC properties are set-aside 

for households below 60% of the Central Median Income and these properties generate a small 

amount of income and cash flow.  The primary motivation for our development group would 

focus on developer fees.  Furthermore, residents of affordable units must earn below 60% of the 

County Median Income.  For our development, we would qualify for the 9% tax credit because 

our project will be considered eligible construction. 

Another option our development group can turn to is Tax Incremental Financing.  This 

type of transaction has become more common recently.  But, the structure of TIFs has evolved. 

In the past, TIFs were typically funded with municipal borrowing.  But now, the 

developer-financed structure is much more common.  In this scenario, a portion of annual 

property tax increment is rebated to the owner, who then uses these rebated taxes to pay the debt 

 
  



service of the TIF loan.  For our project, we can qualify for $1,483,054 in TIF at the 100% 

increment.  Furthermore, our project can also turn to city/county grants.  When looking at 

comparable properties around the area, we can conclude that our development can be eligible to 

receive $444,915 in county grants. 

Moreover, in terms of WHEDA site scoring there are multiple factors that would affect 

our score in both a positive and negative way.  First, due to the fact that our development is 

located near such a lively and positive community this will be positive for our WHEDA site 

scoring.  The ability to walk short distances to multiple locations such as schools or daycares is 

positive for the WHEDA site score.  Also, our development is near many prospective jobs for 

our tenants.  The ability to have the chance to get a job so close to our development will also 

positively affect our WHEDA score.  On the contrast, because our development is located in the 

second largest suburb in the state of Wisconsin our rents will be high compare to other 

properties.  This can negatively affect our WHEDA score. 

 

Section 5 

There are many different risks that can affect our properties cash flows. First, our ability 

to rent the property and maintain around 7% vacancy levels is important in keeping our cash 

flow stable to pay off our equity investors and loan obligation. To help project vacancy, we need 

to consider the supply of affordable housing in Cottage Grove. There is currently two affordable 

housing apartment complexes that contain 65 affordable units.  However, the vacancy risk is 15

greatly minimized due to Dane County being one of fastest growing county in the state of 

15 Low Income Housing in Cottage Grove. 
https://affordablehousingonline.com/housing-search/Wisconsin/Cottage-Grove 

 
  



Wisconsin. This existing supply of low income units combined with limited bus infrastructure 

leads our group to consider starting a local rideshare program for people who want to work 

outside of Cottage Grove. The rideshare program along with the other local amenities such as 

day care, public schools, and suitable employment opportunities will all increase our WHEDA 

scoring. Additionally, we plan to use less than 1,000 SF for the veteran units and use this extra 

space for more community space. Another risk to cash flows and the developer are the 

construction cost estimates. Our piece of land is steep, unleveled, and contains many thick trees. 

It could be very costly to get it ready to develop, so we must get a diligent contractor for 

estimates. If total project costs increase, it will force the project underwater or require us to open 

additional units to market rent.  

 

Section 6 

Following the front door model, we first calculated the income levels of Cottage Grove. 

According to the US Census, the average median household income (AMI) in Cottage Grove is 

$80,121.  We wanted to price our units at or below 30% AMI, so we based our renters annual 16

income at $24,036 . We then took this income and considered the maximum monthly rental 17

payment at 30% of their income level, which is $600.91.  

Next, we calculated our capital budget. The assessed value of the 2.050 acre is $5,100 , 18

however we found this tax assessed price a little low for a purchase price. Using a 700 vacant 

land comparable property in Cottage Grove, we proportionally valued our property at 

16  Point2 Homes https://www.point2homes.com/US/Neighborhood/WI/Cottage-Grove-Demographics.ht 
 
17$80,121*.30 
18  Access Dane. https://accessdane.countyofdane.com/071108199509 

 
  



$14,352.89.  Using Jaime’s and Tom Landgraf’s building cost estimations, we calculated hard 19

construction costs at $128,000 per unit, soft costs as 10% of hard costs, and developer profit as 

10% of sum of hard and soft costs.  

For Low Income Housing Tax Credits, we will qualify for the 9% tax credit due to our 

project being an eligible construction. Due to assuming the financial feasibility analysis to be at 

time 0 with a construction loan, we applied the full tax credit. This number is found by taking 

90% of total capital budget and multiplying it by 9%. The annual tax credit is $628,426 and the 

total tax credits we will receive is $6,284,265 or 81% of our total capital budget. With this, we 

need a construction loan of 19% of our capital budget or $1,474,087 and a private equity 

contribution of $294,817. We plan to get our equity from a local private investor, with a equity 

dividend rate of 6%.With our high tax credit amount, relatively small construction loan, and low 

private equity amount required, we will be able to price our 30 low income units at $200 per 

month, 10 VA units at $100 per month, and 10 market units at $1000 per month. 

 

19Zillow, I. 
https://www.zillow.com/homes/for_sale/Town-of-Cottage-Grove-WI/pmf,pf_pt/land_type/2092170032_zpid/3975 
0_rid/globalrelevanceex_sort/43.116585,-89.108134,43.012994,-89.268466_rect/12_zm/ 
 
 

 
  



Since our low income and VA rents are low, we are considering adding more common 

area facilities such as a recreation room, a day care, and a gym. These additional facilities will 

drive the monthly rent up.  

We are also considering other forms of financing, such as county grants and TIFS. Dane 

County has an affordable housing fund that distributes $2,000,000 per year. Using a comparable 

property of 59 affordable housing units that received $525,000, we believe it will be possible for 

us to receive around $444,915 . Additionally, if we apply for our district to receive TIF funding, 20

we can receive $1,483,054 at the 100% increment. We did not include county grants or TIF 

funding in our financial analysis. If we received the full 100% of TIF and LIHTC financing 

then we would have enough capital to not need a construction loan or equity investors. 

Additionally, if our project failed to secure LIHTC financing, then we would need to get 

TIF financing, county grants, more private equity capital in order to keep the project 

affordable at the 30% CMI level. 

To our investors, we believe this project has great potential to be profitable and maintain 

relevancy. The graphs below represent the Dane County’s increase in population, which will 

drive demand for housing, and a table showing our required rents when changing the equity 

dividend rate we are offering to investors. 

 

Visuals 

20  ($525,000/59)*50 

 
  



 
Table of the fastest growing communities in Wisconsin 
 
This table shows the 2010 census data regarding the populations of various communities in 
Wisconsin, as well as their forecasted populations in 2040. This data shows us which counties 
are expected to realize the most growth (in population) over the next 30 years. Dane County is in 
the middle of the list, with the population expected to grow by 118,547 people, or 24.3% 
 

 
Equity dividend rate table 
 
This table shows the equity required to complete this development, followed by various potential 
equity dividend rates to show how these required returns from investors could affect our average 
required rents and, therefore, the feasibility of our project. In section 6, we explain that we can 
assume an equity dividend rate of 6%, which makes our project more feasible with lower rents as 
compared to obtaining equity from an investor with a higher required rate of return.  
 

 
  



 
Nearby businesses, schools and places of employment.  
 
These places were all mentioned on page 2, showcasing some useful nearby businesses, such as 
childcare facilities, schools and potential places of employment. The close proximity of the child 
care center and elementary school are key drivers for low income families with young children. 
Note the proposed development, as indicated by the purple pin.  
 
 
 

 
Vacant parcel of land for proposed development. 
 
This is the land that we plan to develop this project on. There are a few trees to clear but it is 
mostly a clean site.  It is located behind a Piggly Wiggly grocery store and portion of a senior 
living facility, with the trees on the backside providing a quiet side for the building.  
 

 
  



 
View from behind Piggly Wiggly’s 
  
The parcel is located just beyond the grass. It is a few feet shorter than the level of Piggly 
Wiggly’s property and parking lot. It is a relatively quiet and peaceful area with plenty of space 
to the other three (non-Piggly Wiggly) sides of the parcel.  
 

 
  



 
Bank of Sun Prairie 
  
This bank is located directly across the street from our proposed development, providing the 
veterans and low income families in our building with a place to make investments towards their 
futures. This also serves as a potential place of employment for residents. Finally, local banks 
such as this provide a sense of community in the local area.  
 

 
  



 
Learning Ladder Preschool and Childcare 
  
This preschool, as mentioned in the report, is just down the street from our proposed 
development and has a shuttle service for children of working parents. This will be an important 
attraction for the many veterans and low income families that have young kids as it provides a 
place for children to learn while being supervised so their parents can go to work.  
 

 
  



 
Glenwood Senior Living Community 
  
Our land parcel is located to the left of this senior living facility. This shows that the location is a 
quiet, safe and enjoyable area for people to live. This also serves as a potential place of 
employment for our residents.  
 

 
  



 
Proposed low income housing facility 
  
This is a rendering of our proposed housing facility for veterans and low income families. The 
woods to the north provide excellent privacy for a communal outdoor area on the backside of the 
building. Piggly Wiggly’s is located to the southwest and Glenwood Senior Living Facility is 
located to the southeast.  The building goes back further to incorporate 50 units as well as 
common space for all of the residents.  
 

 
  



 
Steps required to obtain housing assistance in Dane County  
 
These are the five steps that are required in order to obtain housing assistance in Dane County. 
Key dates are included and are very important to the application process. Note that 
construction/rehab must be completed by December 31st of the second year after the award was 
made. This information is courtesy of David Ginger.  
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Fitchburg Affordable Housing 
Traceway Drive and Fish Hatchery Road 

 
I. Introduction 

 
The need for low income housing in Dane County is staggeringly high. There is a variety of 
people that need affordable housing, but our target population is low income families. A 
community of duplexes specifically designed for families would allow for coin dependence. This 
means families can rely on each other for help babysitting, advice, and support. In Fitchburg 
there is a 7-acre plot of land that would be an ideal site to create low income duplexes. 
Considering site acquisition cost $2,005,000, construction costs of $8,066,000, and developers 
fee of $6,600 we have a total capital budget of $10,877,600. After taking into considering city, 
county contributions and tax credit equity we will have a net capital budget of $4,221,213. 
Based off this information there will be 50 affordable housing units on the land that will be 
available to rent at around 1,000 square feet with monthly rents as follows: 10 units $1,890, 10 
units at $1,134, 10 units at $945, and 20 units at $566. Unfortunately, the location is not 
currently in or near a TID but there are opportunities to apply for a new one in the future.  The 
city of Fitchburg also has a multitude of job opportunities. There are waitressing, cashiering, 
stocking, and retail job opportunities.  According to our financial analysis, this property should 
operate with an annual profit of approximately $37,304. 
 

II. Urban Economics 
 
The land parcel is located near the intersection of Traceway Drive and Fish Hatchery Road in 
Fitchburg, WI. Fitchburg’s average rents are $1,117, through real estate prices are 98% more 
expensive than other communities in Wisconsin; so this number may be inflated. Additionally, 
crime rates occur at a rate of 16 incidences per 1,000 residents, which is a fairly safe 
community, positively affecting rent prices and serving as a positive community for a family.  
 
The parcel is situated right next to the metro bus line, with routes into Downtown Madison and 
through the surrounding communities to the bus transfer point. This will be beneficial to 
residents that may not be able to afford a car, but will still need to travel for work or shopping 
needs. Commute times from the property to Downtown Madison is 10 minutes, and to Verona is 
15 minutes. Within the near vicinity of the land are fast food restaurants, a shopping center, a 
car dealership, a golf course, and a shipping depot, all places that may serve as potential 
employers for residents. Additionally, there are a few parks down the block from the property, 
pools and tennis courts that may be used for a monthly fee, or a golf course that residents can 
use for recreation, or if they’d prefer to use the Metro, the could go to a park or location in 
Madison or in Verona. The nearby parks and recreation facilities add a point for WHEDA 
analysis, and are positive externalities on rent prices. Additionally, the property is close to a 
healthcare facility, specifically Group Health Cooperative’s Hatchery Hill clinic, which provides 
eyecare, mental health services, primary care, and family planning; GHC could also be a 
potential employer for residents as well. The proximity of the clinic will add an additional point to 
the WHEDA analysis. 



 

 

The property is within a half mile of the grocery store Pick ‘n’ Save, located on Fish Hatchery 
Drive. The time to get to the store is 3-6 minutes by bus, or 12 by walking. The proximity of the 
store adds 2 points to our WHEDA analysis. Additionally, there are two school districts in the 
area with one elementary school nearby, but students in middle and high school that live at the 
property will attend a school in the Madison Metro School District (MMSD) or the Verona Area 
School District, both of which are top 25 Wisconsin school districts, adding 5 points to WHEDA 
score. If residents choose to go to MMSD, the Metro bus line also serves as a school bus. The 
lack of a school district in the immediate vicinity may adversely affect rent prices, but the fact 
that there is public transportation may mitigate this externality. 
 
The land acquisition cost for the parcel is $2,005,000, the most recently assessed value of the 
property. The property is note near a TID, so annexation will not be an option but rather a new 
TID would need to be created. This may certainly be prohibitive if a TID isn’t created, but due to 
the benefit to the community the development provides, and the support of families make the 
creation of a TID in our favor. 
 
III. Loan Considerations 

 
Gaining loans will be vital to making this specific affordable housing development possible. 
Obtaining a loan is crucial to have initial funds for the construction of this site. The loan that we 
have decided will work best for our property is a construction-to-permanent loan. We will obtain 
a construction loan until the development is complete, and then use a permanent loan to pay off 
the construction loan already incurred.  
We plan on obtaining a 24-month construction loan from Associated Bank in Madison that will 
have a floating interest rate that resets monthly. This interest rate that is used by most lenders is 
the LIBOR rate (Cinnaire). The current one-month LIBOR rate is 1.24%. During the construction 
period, our development team is only responsible to pay the interest of the outstanding balance; 
allowing us enough time to make revenue before making significant principal payments. The 
construction costs that need to be paid with by the loan include: an appraisal, possible market 
study, Phase 1 Environmental, title of the property, legal & accounting fees, construction 
company & workers, monthly architectural inspections, and an origination fee of .5%.  
The permanent loan we will use after the completion of the construction of our properties is the 
Unfunded Forward Commitment Loan (UFCL). According to Karyn from Cinnaire and their 
website, this loan is only attainable if our development successful occupies at least 90% of our 
units for 3 consecutive months. This UFCL would have a 30-year length, and has an annual 
interest rate of 5.75%. In additional to the 5.75% rate, our development team would have to 
acknowledge the $12,500 fixed legal fee, $1,000 application fee, and 1.5% origination fee 
associated with this specific permanent loan. This loan will have a debt service coverage rate of 
1.15 and a Loan-To-Value rate of 85%. The Loan-To-Value rate has a maximum rate of 90%, 
but we concluded that it’s likely we would receive a loan for less than 90%, but greater than 
80%. 
 
 
 



 

 

IV. Tax Credits and TIF 
 
Low Income Housing Tax Credits (LIHTC) are another important source of funding for potential 
affordable housing developments. LIHTCs are distributed by the Wisconsin Housing and 
Housing and Economic Development Authority (WHEDA) which are a dollar for dollar offset to 
federal tax liability. WHEDA generally has about $13.6 million per year in competitive tax credits 
to distribute. Because of high demand, the process is very competitive, but we believe that our 
development is well suited to receive these tax credits. Based on WHEDA’s property scoring 
guidelines, we have an approximate preliminary score of 142, in what we believe to be a 
conservative estimate. The minimum requirement is 120. Our property scored most highly in the 
categories of Energy Efficiency and Sustainability (24), Mixed-Income Incentive (12), Supportive 
Housing (20), Financial Participation (25), and Opportunity Zones (19). We scored well in 
Energy Efficiency and Sustainability because of our commitment to build properties that meet 
Wisconsin Green Built Home Standard and our proximity to public transportation. Our mix of 
both market rate and affordable housing units provided us with a high score in the Mixed-
Income Incentive category. We scored well in the Supportive Housing category because of our 
large percentage of 30% CMI units. We scored highly in Financial Participation because of our 
commitment to find multiple funding sources and cost reductions from local government. Finally, 
our property’s location allowed for higher scoring in Opportunity Zones because of its proximity 
to target Census Tracts, school districts, parks, grocery stores, and other resources. 
 
We also have a large percentage of our units set aside for low income housing than is required 
by WHEDA. WHEDA requires properties receiving LIHTCs to set aside 20% of units at or below 
50% of County Median Income (CMI) and 40% of units at or below 60% of CMI. Our property 
has 60% units set at or below 50% of CMI (40% set at 30% CMI) and 80% of units set at 60% or 
CMI or below. With all of these factors taken into consideration, we believe that we could 
receive approximately $5,779,211 in LIHTC, which represents 53% of our total capital budget. 
LIHTC equity may represent as much as 60-70% of the total budget, so we believe our 
approximation is reliable in comparison to the market (David Ginger, WHEDA).  
 
We also plan on pursuing both city and county grants to help finance our property development. 
In late 2016, the city of Madison launched a plan to develop 1,000 affordable housing units over 
the next five years. We believe that partnering with the cities of Madison and Fitchburg could 
help achieve that goal. Dane County also administers grants to affordable housing projects that 
it believes to have strong and valuable contributions to the community. According to the mayor 
of Madison, Paul Soglin, the area of Madison generally does well in the amount of grants it 
receives from Dane County both because of the need for affordable housing in the area and for 
the quality of the projects. We believe that our development is well-suited for a beneficial 
relationship with both the county and local municipalities. 
 
Tax Increment Districts (TIDs) are areas that are designated by municipalities to have special 
tax treatment in order to help stimulate construction and growth in those areas. Tax Increment 
Financing (TIF) occurs, when the increased property taxes that correspond with the increased 
property value of an improved piece of land are rebated to the owner of the property. 



 

 

Unfortunately, our property will be unable to take advantage of TIF because the property is 
currently not located in a designated TID (Tom Landgraf). 
 
 
1. LIHTC Calculation: ((10,877,600-2,005,000)*85%)*70%*9%*10*-1) 
2. TIF Calculation: Tax Increment: $42,805, borrowing rate: 3.5%, loan term: 10 years.  
Total Potential TIF (100% Increment): $355,995; (50% Increment): $177,998 

 
We will attempt to petition the city of Fitchburg to establish a TID surrounding our property. As 
mentioned previously, the area is pushing for affordable housing projects like ours. We believe 
that by showing the value our development will provide for the community, that the local 
municipalities may be willing to grant our property TID status. If our property were able to 
receive TIF status, we estimate receiving $300,000 in additional funding. This funding would 
increase our NOI by nearly $33,000. This additional income would provide our property will an 
additional cushion in times of instability, improvements to the property, or additional services to 
our tenants. 
 

V. Affordable Housing Considerations 
 
Obvious risks associated with the property that may impact cash flows will be the timely 
payment of rents. Tenants may not have the funds on time to pay the rents, especially since 
they are working families and expenses come up that may be unforeseen, the head of 
household loses their job, or perhaps they choose not to pay one month. It will be the policy of 
the management company to allow a 15 day grace-period for late rent payments. The 
management will have an onsite office, where employees will process applications and carry out 
operations. Additionally, one of the services offered to tenants, as a result of living in the 
property, will be job and career counseling, so there will be an employee onsite during business 
days to provide this service; this person will also have responsibilities to carry out operations in 
order to maximize the employee’s effectiveness. Adding this service to residents will add an 
additional 2 points to the development for the WHEDA scoring analysis.  
 
A risk for tenants, and the success of the property, is contained in public transportation to 
Downtown and within Fitchburg. The Metro line has two routes directly outside the property, and 
the Metro recently added a route to Verona, so the presence of public transit seems to be 
increasing. 
 
We are assuming the creation of a TID for the development since it is outside the current 
Fitchburg TIDs. The creation of the TID could create a longer time horizon/shorter build window 
and increased costs to get one created. Should we not receive the TID for the project, costs 
would increase dramatically, and would likely make the project unfeasible. Additional costs the 
developer may face may arise if the project is behind schedule, goes over the initial estimate, or 
other unforeseen circumstance impacts the inputs into the project. 
 
 
 



 

 

VI. Spatial Feasibility Analysis 
 
Our financial analysis can be viewed in full in an attached workbook, but it has also been 
summarized here. The site is currently vacant and was last assessed at $2,005,000. Based 
upon guidance provided by Tom Landgraf, a Senior Lecturer at UW-Madison and a local 
developer, we have established a construction budget of $8,066,000 and a developer’s fee of 
10%. This brings our total budget to $10,877,600.  
 
To finance this budget, we have estimated a 5% ($543,880) contribution from local 
municipalities, a $333,297 contribution from Dane County (based upon the average of the most 
recent allocation to local affordable housing projects), $5,779,211 in LIHTC1, a $3,588,031, and 
cash equity of $687,002. Our property’s required annual return on equity would be $54,960 and 
annual debt service of $251,265, totaling a required annual operating profit of $306,225. We 
account for approximately $150,000 of annual operating expenses and a vacancy loss of 4% 
Madison has had a rental vacancy under 3% since 2011 and with the high demand of affordable 
housing, we believe this 4% rate is conservative. These factors will give us an annual 
breakeven of $574,816 in rental income. 
 
Given affordable rental rates provided by the city of Madison, we will have annual rental income 
of $612,120. This provides us with an annual NOI of $37,304. This project is feasible under 
these conditions. Given the relatively thin margins associated with this project, should we be 
unable to obtain LIHTC funding, our project would not be feasible as an affordable housing 
project. 
 

 
 
Also, if the city were to grant our location TID status, we would be able to nearly double our 
annual margin. Assuming a tax increment of approximately $300,000 and keeping our other 
assumptions the same, we would be able to increase our annual profit to $70,128.  This 
additional income would provide our property will an additional cushion in times of instability, 
improvements to the property, or additional services to our tenants. 
 



 

 

 
 
 
VII. Visuals 

 
 
The images above are the vacant land. It is in excellent condition for construction and new 
building. 



 

 

 

 
 
The above images represent the low-income housing we plan to build on our 7 acre property. 
We hope to implement 25 of the duplex buildings leading to 50 total affordable housing units. 
The floor plans to the right indicate the simple and minimalistic structure of the building to save 
costs.  
 



 

 

This image is a potential layout of the duplexes. There would be wide streets available for those 
low-income families that do own a vehicle. 
 
 
 
 
 
 
Google Map with Pin Drops. These are nearby places where tenants can shop, eat, work, go to 
school, and find transportation hubs. 

 
 
 
  



 

 

The first image above represents the demographic we are trying to showcase; low income 
families who need government assistance. The price tag on the image represents the idea that 
families are expensive and difficult to support. 
 
The second image represents a setback of our project: the land is not in a TID. If it were there 
would have been more cushion to provide either more units in the mix or more services to the 
future tenants, which is why the family is having to pay more in taxes signified by the red dollar 
signs whereas the block housing is protected. 

 
This graph represents steps required to obtain housing assistance in Dane county. This is a 
crucial step in creating affordable housing for low income families. 
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Rural affordable housing 
Site 42, City of Rutland 

 
Section 1: Brief introduction 
 
 Our goal is to develop a 50 unit housing building in our designated location, with some 
minimal parking and each unit being a 2 bedroom, 1000 square foot unit. Of these 50 units, we 
plan on renting 30 at around the 30% CMI level, which would be a rent of $510 per month. We 
will rent 20 units at market price, which would be $900 per month for an average total rental unit 
price of $666 per month. $666 per month is above the required rent per unit to make the project 
feasible, which is $652 per month. The population that we want to target for this affordable 
housing project is lower class senior citizens. It is common for senior citizens to live with their 
children and grandchildren, and this is something we considered when assessing the area.  

We have discovered there are many job opportunities in the surrounding towns of 
Stoughton and Oregon. These job opportunities include jobs at grocery stores like Walmart, Pic 
n’ Save and Jacobsen Brothers Deli. More higher paying job opportunities can be found in the 
local elementary and high schools, the local library, an auto shop, UPS store, and other 
businesses within close distance. Senior citizens will be able to work in the surrounding area to 
earn income, as well as potentially collecting social security checks, and this is how we presume 
they will afford rent. We plan on allocated a central common space for gathering and planned 
events and training opportunities. We plan to finance our project with a short term construction 
loan, and then potentially a long term loan following that after 2 years. This property is not in a 
tax incremental district, so the property cannot utilize TIF. We considered the possibility of 
expanding a nearby TIF district, however this seems to be extremely unlikely.  
 
Section 2: Urban economics  
 

Site 42 is a 1.2 acre box located in the city of Rutland, just on the outskirts of West 
Stoughton, and East of the city of Oregon. This small area is extremely rural, sparsely populated, 
and made up of mainly farming houses and farming properties. Property in this area is extremely 
cheap compared to downtown Madison living. A two bedroom unit usually goes for $900 a 
month at market price in the surrounding area, which is what we’ve priced 20 of our units to be. 
The population density is 56 people per square mile with a total population of 1,887 people, 
which is fairly sparse. However, this is an area that the city is hoping to develop as a medium 
density residential area. Thus, developing here would be most likely be approved by the city. The 
median population age in this region is slightly older than the Wisconsin average, at 46.4 years 
old. 8.4% of the Stoughton population is in poverty. To fit in with the population in this area, 
we’d be better off targeting an older population set. This is why we chose senior citizens to target 
for our project. The closest grocery store is Walmart, which is on the outskirts of Stoughton.  

 



 

 

There is ample schooling in the area for any families with children, including Stoughton 
High School, Oregon High School and Fox Prairie Elementary School. There is also a small, 
community oriented Rutland Town Hall. Some of the positive externalities include a few local 
libraries including Oregon Public Library and Stoughton Public Library. Libraries prove to be 
good for job opportunities, as well as free access to books and computers for both the senior 
citizens, as well as their children and grandchildren.  

Additionally, there are a few beautiful natural positive externalities such as Badfish 
Creek State Wildlife Area and Island Lake Waterfowl Production Area. These are positive 
externalities because they make the surrounding area more spaced out, and are both beautiful to 
look at and can be enjoyed by all civilians in the area. This adds to the rural nature of Rutland, 
which because of the layout has reduced risk of crime or disruptions in the community compared 
to a city. Overall, Rutland is quiet and spread out and adding a new complex won’t disturb 
neighbors. There aren’t many negative externalities, unless rolling farmlands and possible tractor 
noises could be considered negative. The rural nature of the area could be a negative externality 
because it means travel time to work and school may be farther, however our unit is within 
walking distance to the surrounding stores and schools and libraries. This location isn’t on a bus 
route and most of our targeted population won’t own cars, so walking and biking will be the 
most common form of transportation. 

We believe that we will be eligible for many low income housing tax credits because we 
plan to have 60% of the units at 30% of CMI, which meets one of the more stringent 
requirements for these benefits. We think we will score high on our application because we are 
intentionally targeting low income senior citizens, and plan to build an environmentally friendly 
complex using safe and environmentally friendly materials.  
 
Section 3: Loan considerations 
 
  According to Karyn Knaack from Cinnaire, Soft costs are typically $600,000 without the 
development fee. Hard costs for our development plan will be close to $7.5 Million. The 
corresponding developer fee is typically 10-12% of your whole budget. For example if the total 
budget is $10 Million, the developer fee would be $1 million, and as a developer you only have 
to put up $100,000 to cover the costs with the loan. The developer fee for our development 
would be around $1,068,000. Luckily for us, there is the CRA – the Community Reinvestment 
Act – a federal law that says that banks need to be out there ‘doing some good’ in communities 
that they are collecting deposits in. Banks use affordable housing projects like ours, both through 
lending and investing to meet the CRA qualifications.  

 
We will require a mortgage of $1,644,058.50 to finance our project. We plan on reaching 

out to community development financial institutions, such as Cinnaire, to receive these loans. 
Cinnaire commonly gives predevelopment loans, short term and long terms loans. We would 
utilize a pre-development construction loan initially without permanent debt. Pre-development 



 

 

loans are short-term loans that are only designed to get the project through the construction and 
lease up phase. These loans can also be used for standard costs incurred with 3rd party vendors 
such as market studies, architectural plans, legal costs, etc. Within 2 years the construction loan 
should be typically paid off, and we could potentially get a permanent loan later to pay off this 
debt. Permanent loans are loans which are given throughout the entirety of a project. These loans 
are given to properties that are currently operating and can demonstrate the ability to pay debt 
service. These properties need to submit 2 years of operational and occupancy history to qualify 
for these loans. These long-term loans typically range from 15-18 years and they are typically 
non-recourse. Interest rates for long term loans range from 4% to 8.5%. They typically have a 
1% origination fee, and a refundable deposit of 2% is required. Legal fees for these permanent 
loans are fixed at $12,500.  
 
Section 4: Tax credits, city/county grants, TIF considerations 
 

For this affordable housing development, we plan to utilize the 9% low income housing 
tax credit. The eligible basis for the project will be $9,993,000. Thus, the investor will receive 
9% of that amount in tax credits every year for 10 years. In total, the investor will receive 
$8,993,700 worth of tax credits. Since the investors only pay the developer around 85% of the 
tax credits value, we calculated the developer will receive $7,644,645 in tax credit equity. 
 

In order to win the low income housing tax credits, the developer must consider many 
factors. First, the units must uphold the maximum rent requirements. For a development to 
receive affordable housing tax credits, the project must have 40% of the units below 60% of the 
county median income. These rent restrictions must also be in place for 30 years. Our plan 
adheres to these requirements, as we plan to offer 60% of the units at 30% of CMI. 
 

In addition to following the rent requirements, developments must score high on their 
application. To receive a high score, the project must serve the lowest income residents, be 
environmentally friendly, and have financial participation. This project caters to these 
requirements because it serves the lowest income tenants possible with rent at 30% CMI. We 
also plan to secure financing ahead of time in order to show financial participation of other 
stakeholders. Additionally, we hope to develop the site using environmentally friendly materials 
and energy sources to score high in that section. Our project will also gain points under the QAP 
under the mixed income incentive category. This category benefits developments that have 
market rate units, such as ours. Finally, we should do well in the universal design category of the 
QAP because we plan to make the development as accessible as possible for the senior citizens 
who will live there. 

 
With this development, we do not plan on using tax incremental financing. In order to 

utilize tax incremental financing, the potential development must be in a tax incremental district. 



 

 

Because the property is not in a tax incremental district, the property cannot use TIF. The 
developer could lobby the town in order to get the site classified as a TID, but it would not be 
guaranteed and would likely take substantial effort. If the developer were to get the site into a 
TID, the required rent per unit would decrease from $652 per unit to $615 per unit. The rent 
would be lower because TIF would provide an extra $203,969 in financing. This decrease in 
required rent to make the project feasible would provide the potential developer a little extra 
comfort in case operating costs are higher than expected.  
 
Section 5: Affordable housing development considerations 
 

The significant unique factor in our project is the targeting of low income senior citizens. 
In our front door model, this is represented in two ways. First, a higher percentage of common 
space is to be constructed at a more expensive rate. This is to allow for common recreation areas 
for our residents to congregate in. The second impact of this focus is our receival of LIHTC, 
which focusing on low income elderly aids with. Catering to the elderly would also involve 
specific construction guidelines such as larger bathrooms with “roll in” showers, lower carpets 
throughout the building, and electric outlets being at least 18” above the floor. Following these 
guidelines would make our building easier to live in for the elderly and score us points in the 
LIHTC application under the Universal Design section. Including communal space as an amenity 
also scores us points on the application.  

The primary risk our project faces is high vacancy due to its isolated location. Our effort 
to mitigate this risk is twofold: 1) adding as many parking spots as possible while keeping the 
project feasible, and 2) focusing on a population that has less need to move around. A state 
vanshare program does serve Stoughton, thus residents employed in downtown Madison and 
without a car would be able to get to work for approximately $20 a week. The site scores 17/100 
for walkability, although a variety of potential employment locations are within a twenty minute 
walk and an even shorter bike ride. We have included some parking in our building design ideas 
so that any individual living there that owned a car could utilize that as well. We believe that if 
transportation became an issue, we could organize a rideshare program among the renters and 
utilize those renters who own cars. Because we have a central communal space, it would be easy 
to advertize this among the renters and potentially set up a new system. Stoughton’s TID districts 
are concentrated in its downtown, thus we find it unlikely that one would be expanded to include 
our location on the outskirts. Potential annexation is extremely unlikely, however you will find 
that we’ve done some calculations in section 4 to demonstrate what would change for our project 
if we were in a TID.  
 
Section 6: Spatial feasibility analysis 

 
Luckily, because Rutland has a fairly low population and consists mostly of farming land, 

space is not an issue like it may be in a highly dense area like the city. This gives us a lot of 



 

 

flexibility for development. According to AccessDane, the assessed value of our site is $300, 
which we used for our land cost. We chose to develop 50 units for the site to ensure that the 
potential developer would not have too high of a vacancy rate. This is a potential worry because 
the site is in a rural community. Also, since there is no public transportation near the site, so we 
chose to include parking stalls for tenant transportation.  

 
For this development, we plan to get a majority of the funding from the Low Income 

Housing Tax Credit Program. Our group calculated the LIHTC equity amount to be $7,644,645. 
We calculated this number by finding the total amount of tax credits the investor would receive. 
Assuming the eligible basis for the project is $9,993,000, the investor will receive tax credits 
worth $899,370 per year for 10 years. Therefore, the investor will receive a total of  $8,993,700 
worth of tax credits from the project. Finally, investors only pay around 85% of what the tax 
credits are worth to the developer as equity, so the developer will receive 85% of $8,993,700. 
This amount comes out to be $7,644,645, and it is our tax credit equity amount. With the tax 
credit financing, we must also take into account the developer fee. This fee is typically around 
12% of the total construction budget. 12% of the development’s budget would be $1,068,000 for 
our proposed plan. 
 

After taking into account LIHTC equity, an additional financing amount of $2,348,655 is 
still needed. We plan to finance the remaining amount by using 70% debt and 30% equity, which 
will equal a mortgage of $1,644,058.50 and a cash equity amount of $704,596.50. Assuming an 
interest rate of 5%, a loan fee of 1.25%, and an amortization period of 25 years, the yearly debt 
service will be $115,332. For equity, we assumed equity investors will require an 8% return. 
This leads to a required throw off for equity of $56,368. Thus, the required NOI for the 
development is $171,700. After taking into account operating expenses and a vacancy rate of 
5.5%, which is reasonable for the area, we found the required rent per unit was $652 per unit.  

 
Given we are offering 30 units with rents of $510 per month and 20 units at $900 per 

month, our average rent per unit will equal $666. Because our average rent per unit is above the 
required monthly rent of $652 per unit, the development is feasible given our assumptions.  
 
 Since our site is not in a TID, we decided not to utilize TIF financing for our main 
analysis. However, if the developer were to lobby the municipality to classify the site as a TID, 
additional financing would be available. After calculating the old and new proposed taxes for the 
development, we found that the tax increment would be $44,389. We then found the present 
value of the income taxes using a 10 year loan term and an interest rate of 3.50%. The present 
value of the taxes would be $407,938.40, but we decided to use 50% of the value in our model to 
be more conservative. Adding the TIF capital lowered the required rent per unit from $652 to 
$615. This lower required rent could provide some financial safety for a potential developer. 
 



 

 

 If the developer were not able to win the 9% LIHTC, the deal would most likely not be 
feasible. This is due to the fact that the developer will need to fund the project mainly using debt 
and equity, which would substantially increase NOI. Even after utilizing TIF and a grant from 
the municipality, the required rent per unit would be $1,551, and the development would no 
longer be affordable.  
 
Section 7: Report visuals 
 

 
 
This is an image of vacant parcel #42 in Rutland, WI. This photo was provided by Dane 
County for the purpose of this assignment. 



 

 

 
The map above shows the linkages to Parcel 42. A grocery store, park, child care facility, 
and school are all within walking distance (1 mile or less) of the development site. 
 

 
Parcel 42 is located in the upper right hand corner of the Redevelopment Map. Our site is 
planned for medium density residential development. 



 

 

 
Above is a potential rendering of the redevelopment of parcel 42 in Rutland, WI. It is 
planned for 50 units. 
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Affordable Housing in Stoughton
320 Dvorak Ct. Stoughton,  WI (Dane County) 

Section 1: Introduction 
Affordable  housing in Dane  County is in high  demand not only in the Downtown  Madison 

area but also in the surrounding  suburbs as well. The location  of our project is in the suburb of 
Stoughton  which is roughly 30 minutes away from downtown  Madison. Stoughton has a lot of 
families  with children  along with a large elderly population.  Although the usual  target market is 
male adults and families, we have found that the elderly  are also in need of affordable housing 
in this location. There are other senior affordable housing developments  and assisted living 
places  around our site that are always at capacity, so it’s evident  that the community would 
benefit if more similar  affordable  housing  units were  to be made. Our site is on 1.7 acres of land 
where  1 acre includes  a small vacant building.  Our project would include  50 units where 16 of 
those would  be affordable housing units targeting low-income  individuals.  We were hoping  to 
keep the average  rent at about $830/month. Our net capital budget is $3,283,835  and our gross 
potential  revenue would  be $497,887/year.  Most seniors are retired, but if they wanted to have  
a part time job, there are a few different places  where  they could  work surrounding  our site. 
Places like  Walmart hire the elderly  because  they offer jobs that aren’t too demanding.  There 
are also several  places  to shop, banks, and medical  centers nearby  so the tenants would  not 
have to travel far for essential items or services. A lot of the time the senior  population  seems to 
be forgotten about, but they are in need of affordable housing  too. Since other senior affordable 
housing  places  exist, it’s very feasible that our project would also succeed  in this location.  

Section 2: Urban Economics 
320 Dvorak  Court is located in the city of Stoughton, a city about  20 miles southeast of 

Madison,  with a population  of roughly 13,134 people. Stoughton is a relatively  safe community 
with crime rates 38% lower than the Wisconsin mean and 51% lower than the national  mean. 
The city is primarily car dependent with a walk score of 40 and the site itself is located in a 
residential  community with both assisted living and low income  senior housing  - a positive 
externality  because it provides  a sense of community for our senior tenants. The cost of land for 
this site is $118,  421. The average cost per square foot for residential  living areas is $130, $95 
per square foot for new construction common areas, and $40 per square foot for reconstruction 
of common areas. The reconstruction  is in regards to the existing structure on our site, that we 
plan  to renovate to become common area for our tenants.  

Conveniently located next to Stoughton Meadows senior living complex, we have the 
potential opportunity to partner with this organization in order to increase amenities, 
transportation, and social engagement for our tenants. This partnership and the increased 
access to these conveniences, would counteract the low walkability of our site and allow the 
senior tenants to remain engaged and involved within their community. Although there is not 
citywide public transportation, there are transportation services available for the seniors we will 
have living in our development, which diminishes the effect of the potential negative externality 
of car dependence. Transit Solutions offers general shopping trips and provides lift equipped 
vans, while The American Cancer Society and Medical Transportation Management offer ride 
assistance to medical appointments. 

Across the street from our site is the Rosewood Apartment complex, a low income senior 
housing development owned by Stoughton Senior Housing LP. The complex is split into two 
complexes with Rosewood 1 having 51 one bedroom units and 34 two bedroom units, while 



Rosewood 2 has 24 one bedroom units and 24 two bedroom units - 40 of which are low income. 
The rental units range from approximately 680-1000 square feet. Being located near an assisted 
living facility, as well as two large, low income senior housing facilities, it is clear that the 
demand for senior living in this area is high. We therefore propose a partnership with not only 
Stoughton Meadows, but also with Rosewood in order to built a Rosewood 3 apartment 
complex and keep up with increased demand for these facilities. This potential partnership has 
a lot of potential benefits for our organization; however, it is not guaranteed and would need to 
be further discussed with Dane County and the individual organizations before moving forward. 

In Stoughton, there are ~5,133 individuals over the age of 60, making up nearly 40% of 
the general population. Although these individuals probably will not be actively looking for work, 
if they would like to have a part time retirement job, there is a UPS, UW Health, Walmart, UW 
Credit Union, Aldi, and Pick ‘n Save nearby. Coffee shops, including Malabar Coast Coffee & 
Tea and Back to the Bean Coffee Roasters are also closeby. All of these stores, healthcare 
facilities, restaurants, etc. are all roughly 2 minutes away from our site, demonstrating that 
although we are located in a fairly car dependent community, all necessary amenities are very 
closeby. 

Overall, our site would score relatively high on the affordable housing requirements for 
Wisconsin. We are located in a community that focuses on low income housing and therefore 
would score high on the lower income area requirement. We would also score high on energy 
efficiency and sustainability because we will be mostly starting from scratch. Developers focus 
on energy efficiency in new projects because it’s cost-effective and better for the environment. 
Our development has a mix of low income and market rate units and therefore we would also 
score high in the mixed income incentive category. The main category we would score low on 
would be serving large families because our target population is low income seniors and we do 
not address families in our development. We do, however, serve the lowest income residents 
because we have 16 low income units for individuals who are below 50% of county median 
income. We would score above average in integrated supportive housing because although our 
development is not directly providing services to the seniors, our potential partnership with the 
assisted living facility next door, increases access to services and amenities for the seniors. We 
also have transportation available to allow tenants to travel to and from the Stoughton Senior 
Center. Renovating the existing building on our lot would result in a high score in the 
rehabilitation/neighborhood stabilization category because we are transforming this building into 
community space for our tenants, improving the overall function of the space and the look of the 
neighborhood. Given that our target population is seniors, we are going to create a facility that 
includes accessibility features for senior tenants, therefore making the building universally 
accessible - for family, visitors, etc. This would result in a high score in universal design. 
Although we are applying for the Low Income Housing Tax Credit, we are not located within a 
Tax Incremental District and therefore will not be eligible for Tax Incremental Financing. This 
would result in an average score in financial participation because we will be applying for other 
grants, such as those offered through the Competitive Affordable Housing Program, to make up 
for the lack of Tax Incremental Financing. With the exception of the community space in the 
renovated existing building, the entire development is for eventual resident ownership, resulting 
in a high score in eventual resident ownership. We plan to work with the same developers who 
completed the Rosewood Apartments and Stoughton Meadows Assisted Living projects, which 



would allow us to score high in the development team category. We are located in an 
institutional zoning area, rather than a residential zoning area which would make it difficult to 
proceed with this project and result in a low score in the readiness to proceed category. Before 
moving forward we would need to contact the Dane County Zoning Authority to try and have the 
site rezoned.  

Section 3: Loan Considerations 
In order to finance the remaining development costs associated with our project, above 

and beyond those covered by grants and LIHTC received, we will take on a short term 
acquisition/construction loan. This debt will be through Cinnaire or a similar institution and will 
be used to acquire the land, vacant building and begin construction. Our loan will be constructed 
as a fixed rate interest only loan with a 2-year term and quarterly interest payments. We will 
follow the conservative statistics given to us by Karyn Knaack of Cinnaire, and use a LTC ratio 
of 80%, fees of 1%, annual rate of 6.5%, and a 24 month term to complete construction.  If this 
development were to be undertaken it is assumed that we would refinance following the 
completion/stabilization of the property with a singular long-term loan in order to pay off the 
balloon payment due at the end of the 2 year term. Upon stabilization, our building will fulfill the 
requirements for conversion to a permanent loan through Cinnaire by LTV, and DSCR 
standards. 

Section 4: Tax Credits, city/county grants, TIF considerations 
Considering we are constructing affordable houses for low-income families, we plan to 

apply for the Low Income Housing Tax Credit. Based on the information from Rosewood 
apartment, the low-income housing apartment for seniors, we are eligible to apply the 9% type 
of LIHTC since we plan to construct the similar type of apartment, like Rosewood, under same 
circumstances. The “9% credit” could cover 70% of development and reconstruction cost. The 
amount of fund with LIHTC is $6,358,836 according to the calculation in the excel. 

 Our site is not in the Tax Increment District(TID), which means Tax Increment 
Financing(TIF) is not allowed for our project. However, after scoring our site, we evaluate our 
project could be able to petition for inclusion with TIF. About three-quarters categories we score 
high or above average, which means we are doing well in most of the categories, especially 
those relative to service and assistance: we have the partnership with assisted living facilities, 
senior service and amenities close to our project. If we were able to get funding with TIF, the 
amount should be $546,664 at 100% of increment, considering our Community borrowing rate is 
3.5%, tax increment is $65,732, loan term is 10 years. We are not going to use this number but 
just address the impact it would have if the Dane County were to allow our site to be in the TID. 

Moreover, we are able to apply other grants offered by Competitive Affordable Housing 
Program(AHP), one of the nation’s largest sources of grants for affordable housing projects. 
AHP claims that the subsidy must only be used to construct, reconstruct or invest affordable 
homeownership or rental housing; and at least 20% units in the project must be under 50% of 
the area median income(AMI). Since we plan to contain 16 affordable housing unit in the 50 
total units, our project has 32% affordable units, which is higher than 20%. Therefore, we are 
eligible to apply for AHP grant. The grant will be up to $750,000 for qualified projects. 

Section 5: Affordable housing development considerations 



The intended risks of this project are primarily construction cost risks. Overruns on the 
developer for example and the possibility that the existing building on site ends up having 
structural problems and needs to be torn down rather than renovated. These risks would 
increase the net capital budget which therefore would increase the rents that we would have to 
charge our tenants.  

Another consideration going forward is to ensure that future tenants approve of 
management - especially on-site management. This is largely because seniors spend 
considerably more time in their building than other multi-family developments and therefore a 
positive relationship between management and tenants can help keep vacancy rates down. This 
can be obtained by responding to maintenance requests in a timely fashion and maintaining the 
general upkeep of the facility and grounds in order to keep the residents satisfied.  

Following a phone conversation with Rob Dicke, the Director of the Dane County 
Housing Authority, we discovered that our site is also located ~1.5 miles from the Stoughton 
Area Senior Center. They have fitness programs, dancing, games, and activities offered for 
seniors throughout the day. Meals are provided on an anonymous donation basis (~$4 per 
meal) which is something our tenants could take advantage of as well. There is a shuttle service 
that can transport our tenants to and from the senior center. The senior center also offers a 
shuttle/taxi service to take seniors to other parts of town such as medical appointments, grocery 
shopping, or other desired errands for a very lost cost (~$1.00 each way). These affordable 
transportation services offered by the senior center give us better scoring in categories such as 
‘Serves Lowest Income Residents’ and ‘Opportunity Zone’.  

Lastly, since our project is affordable housing for seniors and not assisted living, there 
wouldn’t be any healthcare services provided on site. There are however a handful of medical 
clinics and services nearby that would be easy to get to in case health services are needed for 
the residents. The transportation services along with having health care facilities closeby gives 
us an above average score for ‘Integrative supportive housing’.  

Section 6: Spatial feasibility analysis 
320 Dvorak Court is a 1.7 acre lot located in the suburb of Stoughton, Wisconsin. 

Stoughton is roughly 20 miles southeast of Madison. The distance from the city results in lower 
land prices, than would be marketed downtown. The land cost of this site is $299,281 which was 
calculated using comparable sites land values on AccessDane, due to the fact that our site is 
currently exempt from taxes and therefore shows an assessed value of $0. We anticipate a 
vacancy rate of 7.50% which is based on comprehensive housing market analysis done by 
HUD. In order to finance this construction, a 24 month construction loan with a 6.5% interest 
rate, and 1% fee will be taken. Ultimately following the maturation of this loan, we will refinance 
our balloon payment. Equity will be financed at 10% return - this data was also based on Tom 
Landgraf’s presentation and the given market characteristics. Given that this site is not located 
within a Tax Incremental District, we will rely on other grant considerations and tax credits rather 
than Tax Incremental Financing. We are eligible to apply for the grants provided by Competitive 
Affordable Housing Program (AHP), which would be $750,000. We are able to use “9% credit 
type” LITCH, which could cover 70% of our construction fee. The following table further 
discusses our proposed unit mix in order to satisfy the rental requirements and retain our 
average rent needed to make this a feasible development. The calculation used to find this unit 
mix and CMI levels can be found in the lower left hand side of the excel feasibility analysis.  



 
Rosewood Apartments income and rent information. 
 
 

Total population 5,133 

Population of homes with one or 
more people 60 years and over 

1,617 

1 person household 442 

2-or-more person household 845 

Family households 793 

Nonfamily households 52 

Households in Stoughton Containing People over 60 
https://suburbanstats.org/population/wisconsin/how-many-people-live-in-stoughton 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://suburbanstats.org/population/wisconsin/how-many-people-live-in-stoughton


Section 7: Visuals 

1. Map of area surrounding our site with key points of interest. This shows that there’s plenty of
amenities surrounding our site that are accessible to the senior population.
Map Key:
Blue Star: Our Project Location
Red Cross: Medical Centers
Yellow Shopping Cart: Shopping (Grocery/Convenience)
Green Dollar Sign: Banks
Pink Scissors: Salons
Purple House: Rosewood Apartments



 
2. Photo of the vacant land and photo of the existing building on our site. This shows the land 
we’re working with and how gives an idea of what to build here.  

 



 
3. Rendering of what we want our building to potentially look like, along with a photo of the 
Rosewood Apartments across the street from our sitegoogle . We plan to have our development 
look very similar to the other Rosewood Apartment that are near our area.  
 

 
 



4. Populations targeted would be senior living like existing establishments near our site. The 
senior living establishments near our site are usually at capacity so there is a need for more.  

 
5. Steps required to obtain housing assistance in Dane County. We would need to go through 
this process to make an affordable housing development at our site.  
Link: https://www.usa.gov/finding-home 

 
6. Demographic information about the senior population. This shows that there are plenty of 
seniors in the community and that making affordable housing for them would be ideal.  
Link: https://suburbanstats.org/population/wisconsin/how-many-people-live-in-stoughton 
 
 

https://www.usa.gov/finding-home
https://suburbanstats.org/population/wisconsin/how-many-people-live-in-stoughton
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Verona Workforce Housing 

35 acres in the Town of Verona, WI near Maple Grove Drive 

 

Introduction 

 Our project is only feasible at the 9 percent LIHTC rate, but not with the 4 percent. 
Realistically, our project did not score highly enough on WHEDA scoring to get the 9 percent 
tax credit. So, with the current unit allocation, our project is not feasible. That said, it is a very 
large site, and if you get a multi-phase development with more units, it may be more realistically 
feasible.  

 

Section 1: 

Affordable housing is generally not something that wealthy suburbs like Verona look too 
fondly upon. The so called “not in my backyard” philosophy seems to have a presence here. As a 
basis, Verona has a population of 12,969 and a median houshold income of $98,298. As pseudo 
developers, our goal is to create a workforce housing project that the community of Verona and 
the City of Madison can get excited about. We feel that a mixed-use life style center of sorts just 
south of Chavez elementary school near Reddan soccer park in the Town of Verona may meet 
this goal. This site is very unique in that it is in the process of annexation into the City of 
Madison where we will have access to city sewer and water, it is one parcel away from an 
elementary school, and less than half a mile from a healthcare center and an active retail 
intersection. Additionally, we see residents in our affordable units finding employment with our 
retail tenants since this is a mixed-use development. According to affordablehousingonline.com, 
the maximum rent we can charge at the 60% AMI level is $14.34 per sf per year and the 
maximum rent at the 50% level is $11.94 per sf per year. At the current unit allocations of 30 
affordable units in a 55-unit development with 20,000 sf of retail space, our required rent/sf for 
affordable tenants is $10.41. As it stands, our project is feasible. Below we will dive deeper into 
what the surrounding community of Verona does for our site, how we intend to impact the 
community, and the basis for our feasibility analysis assumptions.   

Section 2: 

Our parcel has an area of 35.1 acres and is in the Town of Verona, which is in Dane 
County and on the southwestern edge of Madison. The Town of Verona has an estimated 2017 
population of 1,981 with a population density of 84 people per square mile. There are several 
commercial areas in which tenants of our affordable housing unit can look to work in retail, or in 
the food industry. Additionally, there are abundant opportunities in the Town of Verona for our 
tenants to do physical labor. Our tenants will be in an area of prosperity and sustainability. In the 
Town of Verona, there are several grocery stores and other home goods stores so that our tenants 
will be able to fulfill their household needs at affordable pricing. The Town of Verona has a very 
nice rural feel to it, and its citizens are laid back. The crime rate of the Town of Verona is almost 
nonexistent, which serves as a great reason for potential tenants to move into our affordable 



housing unit. In other words, the Town of Verona is a very safe area to raise a family. One slight 
weakness of Verona is its lack of diversity, as its population is 95 percent white. Only one way to 
change that. 

 
Our land parcel scores relatively highly on WHEDA scoring, but still scores lowly 

enough to offer an affordable rent to our tenants. The Town of Verona has a median household 
income of $96,691, as to compared to the national median household income of $53,889. This is 
one of the main negative factors contributing to our parcel’s WHEDA scoring. Other negative 
factors of our WHEDA scoring are our parcel’s lack of zoning permits, which we will need to 
acquire, and most importantly the fact that our parcel is not located within a TID. Not being 
located within a TID restricts our WHEDA score from being very high in that our development 
will not be eligible for tax credits However, there are factors that will help our parcel score well 
including its promotion of long-term sustainability by building on a currently unused rural 
parcel. Also, our housing unit will be able to serve large, low-income families, a characteristic 
that will be helpful to our parcel’s WHEDA scoring. The easy accessibility of our parcel will 
also be very good for our scoring, as there are roads surrounding the parcel and it is surrounded 
by much activity. All things considered, our parcel should score well.  

 
The presence of WHEDA, the Wisconsin Housing & Economic Development 

Association, will prove to have an overall extremely positive impact on our project. The presence 
of WHEDA makes our target market much less exclusive, because WHEDA offers Low Income 
Housing Tax Credits of either 4 percent or 9 percent back to encourage private, non-individual 
investment in low-income housing such as our project. The tax credits will not only directly help 
to finance our project, but also will decrease the amount of equity required to be put into our 
project. With little or no equity obligation, the entirety of the NOI only needs to cover debt 
service. This will allow us to have a lower NOI and thus a feasible project.   

 
One negative aspect of our land parcel is that it is not located within any of the Tax 

Incremental Districts (TIDs) of Wisconsin. This means that we will not be able to gain financing 
through TIDs. This has a negative impact on our scoring because the lack of a TID will prevent 
our project from obtaining additional financing. This will place a heavy burden on the LIHTC’s 
offered by WHEDA for our financing. The benefit of being in a TID, had our parcel been within 
a TID, would have allowed for even less equity to be put into our project. Thus, we may have a 
larger equity obligation than we would had TID financing been available to our site. To clarify, 
this will have a negative impact on our project in that we will have less debt financing, making 
our project less feasible at the end of the day.  

 
As for our specific site, there are several other positive externalities that we feel will 

make our affordable housing unity appealing to its potential tenants. The site is located well 
within the boundaries of the Verona Area School District, which provides a stable public 
education opportunity for all the Town’s inhabitants. More people will be interested in moving 
into our affordable housing development if there is quality public education that is close in 
location. This will have a positive impact on the success of our housing project. As for high 
school, Verona Area High will be available to our tenants. Verona Area High is located just over 
one mile from our development, at 300 Richard Street. Again, public transportation will be 
available to students in the form of school buses. Our residents will have an estimated commute 



time of about 10 minutes. In other words, the proximity to these public schools will help our 
project. 

 
        Currently, only 12 percent of Verona’s households rent their homes as opposed to owning 
them. This number will hopefully increase after we have built our development. The median rent 
in the Town of Verona is $989 per month, which is greater than the national average of $928 per 
month. Hopefully, the residents of the Town of Verona will value a more affordable rent so that 
they can allocate their income to other household needs. Tenants of our building will be able to 
find work either right here in the Town, where there is a large healthcare industry with an 
abundance of job availability, along with in Madison, which is nearby and provides jobs of all 
industries and compensation levels. Commute time will be highly variable for our tenants 
depending on their profession and location of work. 
 
        Overall, with all this information considered, our site is in a very convenient place for 
students to attend school and adults to commute to work. Our site is in an affordable location and 
will have an even more affordable rent for our tenants. This area of Wisconsin is very safe and 
laid back, allowing for a peaceful, relaxed lifestyle, should our potential tenants decide to move 
to the Town of Verona.  
 
 
Section 3: 

 
For this deal, we are only going to finance our project with a construction loan. Karyn 

Knaak, Manager of Business Development at Cinnaire, provided us relevant information about 
the loan financing for affordable housing. We intend to obtain a construction loan for 24 months 
to initially finance our project. Construction loans typically have a spread over a floating interest 
rate. For our loan, we will use the LIBOR rate, since it is very common when financing with a 
construction loan. 
 

To calculate our actual loan amount, we had to figure out what our project’s new budget 
was going to be. We added up all our construction costs, the cost for our equipment, soft costs to 
get our construction budget. This consisted of $9,553,500.00 total hard costs, $245,000.00 for 
appliances, furniture, and equipment, $600,000.00 for soft costs. We calculated the hard costs by 
splitting them up into three categories: residential, common area, and commercial. We then 
multiplied how much square feet we had by the market cost per square foot for each respective 
category. The cost per square foot we used came from Tom Landgraf’s numbers, which he said 
was a good representation of the market. To find the cost for appliances, furniture, and 
equipment, we multiplied our amount of market units by $5000, and our low-income units by 
$4000. These costs were assumptions for the market cost for each of these units given to us by 
Tom Landgraf again. For soft costs, Lisa Mackinnon informed us that they are typically 
$600,000-$700,000, so we chose the mean of those two numbers. We then took 10% of that 
construction budget, to get the developer fee (a percentage typical for these projects), and then 
added that back to the construction budget. This got us to our total capital budget. 
 

We then multiplied our capital budget by our LTV ratio, 80%, to find out how much our 
mortgage loan would be. 80% was the number that Landgraf had in his model, so we considered 



this to be a typical LTV ratio. The spread is typically 250 basis points over the one-month 
LIBOR. As of November 13, 2017, the one-month USD LIBOR is 1.24%, so our interest rate 
will be 3.74%. Since this annual rate is compounded monthly, we found the EAR, which is 
3.80%. For other assumptions, such as loan fee and term, we used Landgraf’s assumptions in his 
model. 
 

While there are no calculations included for any loans after the construction loans, a 
permanent loan would be used to help finance the project after our term for the construction loan 
is up. Permanent loans are used to fund loans that are currently operating and can raise funds to 
pay debt service.  
 
Section 4:  
 

One limitation to our project’s location is the it is not located in a Tax Increment District 
(TID). Our parcel is in Verona, which has very little TID’s relative to its area. Considering that 
our project is not near a TID, we do not believe that it is feasible for us to receive any Tax 
Increment Financing, therefore, we will not be applying for it. Our community contact, Amanda 
Arnold, indicated that our site may be annexed into the City of Madison. There is a better chance 
of getting a TID assigned in the City of Madison than the town of Verona. However, we noticed 
that the TID’s in the city of Madison are relatively centralized. This centralization of TID’s may 
be indicative of a general aversion to assign TID’s to the perimeter of the city. Unfortunately for 
us, our site happens to be right on the perimeter of the City so we used the operating assumption 
that we will be able to benefit from TIF financing.   
 

For our project to be feasible, we must utilize Low Income Housing Tax 
Credits(LIHTCs). These tax credits are a dollar for dollar offset of federal tax liability, which 
help fund affordable housing. Since LIHTC’s help make projects affordable, they are very 
desirable, and thus, very competitive. LIHTC’s make a project affordable because the developers 
who receive them can sell them to investors. The equity created by the LIHTCs allow developers 
to build their property with a lower debt than they would have otherwise. For our project 
specifically, we are targeting 9% LIHTCs, which are more competitive than 4% LIHTCs. There 
are certain requirements that our project must pass to qualify for these tax credits. Our property 
must either have 20% of units for households at or below 50% of County Median Income (CMI) 
or 40% of units for households at or below 60% of CMI. Our project has 25 units out of 50 at or 
below the 60% CMI of Verona. Since 9% LIHTCs are very competitive, we made sure to have 
20% of our units at the 30% CMI, a number that David Ginger, from WHEDA, said was 
typically associated with receiving the 9% LIHTCs. 
 

To calculate our LIHTCs we used the three key numbers that David Ginger taught us: 
eligible basis, applicable fraction, and credit rate. To solve for the first one, eligible basis, we 
found all the costs that could be depreciable. For this, we included all or our hard and soft costs, 
and our developer fee. We then found our applicable fraction by seeing how many of our houses 
are affordable. The final number that we used, our credit rate, was 9%. Once we had all three of 
these numbers, we multiplied them all together to get the annual LIHTC amount that could be 
allocated to a property, which we got as $552,191.73. Since credit is generally received over a 



10-year period, we multiplied our annual allocation by 10 to get a total LIHTC allocation of 
$5,521,917.27. 
 
Section 5: 
 

Many outside factors will come into play when implementing our affordable housing 
development project. Location will be a crucial factor for the success of our development and its 
surrounding community, and we need to build our housing in an appropriate location where it 
will have a positive impact. Guest speaker Tom Landraf made a critical point in lecture when he 
said that, “A person’s life expectancy depends more on their zip code than on their DNA.” The 
deeper meaning that applies to our project is that we must build our housing in a location that has 
favorable conditions for the wellbeing of our tenants. Developing our affordable housing in the 
Town of Verona will allow our tenants to live in a thriving community with ample opportunity 
for public education through the Verona Area School District. 

 
 A positive characteristic of the land surrounding our parcel is that the Town of Verona 
has a relatively strong infrastructure. Specifically, the system of transportation that surrounds our 
parcel will provide our tenants with a convenient mode of travel as they commute to work and 
school each day. It will be vital for our tenants to have plausible commutes that are not too far 
from our parcel or too time consuming. There are several roads that connect our parcel to its 
surrounding community. These roads hold value in that they provide a more convenient 
commute for students and workers, so the presence of the roads will allow tenants to pay slightly 
more rent due to our location’s convenience. Thus, our project will become more profitable and 
feasible.  
 

We contacted Amanda Arnold, who is a planner for the Town of Verona, trying to gather 
information that would help us to build the best development we can in the town. Amanda 
explained to us that the Town of Verona is currently in the process of being annexed by 
Madison. In fact, much of the area surrounding our parcel is already Madison territory. There are 
many implications of annexation that would be advantageous to the tenants of our prospective 
development. One of the most important of these implications is that if our parcel in the Town of 
Verona were annexed, its citizens would be legal residents of Madison and would have access to 
Madison’s public water. The mill that already runs through our parcel to supply water to the land 
that has already been annexed will then be connected to the pipes of our housing development. 
Amanda tells us that this process is already in motion, and gave us a vote of confidence in 
annexing our parcel in order to reap the benefits of the bigger city of Madison. 

 
More importantly than access to Madison’s public resources such as water will be the 

potential of a new TID being created for our development district. If our parcel is annexed to 
Madison as part of the collective process of the city of Madison annexing the Town of Verona, it 
may have an extremely positive impact on our project and its success. Annexation may result in 
a new TID being created for our parcel, which would further decrease our tax burden and thus 
make our project more feasible. In other words, being located in a TID would positively impact 
the successes of our project.  
 
 



Section 6: 
 

A 20,000 foot Google Maps View quickly reveals that our site is an island of farmland 
stuck in the middle of a fairly dense residential community. Why would these particular 36 acres 
go undeveloped while the surrounding area filled up with duplex, single family, and multifamily 
dwellings? Town of Verona City Planner, Amanda Arnold, pointed to public utilities as the 
primary reason. The Town of Verona does not have public water and sewer, which means that 
the cost of installing well and septic has proven to make development on this site financially 
infeasible. Fortunately, Amanda Arnold seems to think that this parcel will be, or already is in 
the process of being annexed into the city of Madison where it will have access to public 
utilities.  That is good for us as it will drastically decrease the cost of land improvements. 

 
As mentioned above, our site scores very high with workforce housing criteria. 

Highlights include but are not limited to a retail/light industrial district 1.5 miles away and a mix 
of retail, convenience store, and grocery .5 miles away. Our site is also conveniently shares a lot 
line with Chavez Elementary school as well. 

 
As mentioned above, our site is in the middle of a residential sprawl with retail 

concentrated in various high traffic intersections. We want to provide this community on the 
outskirts of the City of Madison with a development that is innovative yet not out of place.  We 
feel that the best way to do so, is by developing a mixed use (retail/residential) project. The 
mixed-use component makes this project unique, additionally, the retail allocation will help 
make up for affordable housing rental rates. 
 

Unfortunately, our site is not located in a TID, so there are no TIF considerations on the 
table. We did however factor in LIHTC covering 9% of low income unit costs.  

 
A brief sensitivity analysis reveals some of the limitations of our assumptions. Our 

maximum feasible site acquisition cost is roughly $150,000. Our project would still be feasible 
with the 4% LIHTC credit because our equity contribution would still be zero which means there 
are no required cash flows to equity. Also, our project is feasible with commercial vacancy rates 
up to 5%, since this is about double the current market average, we feel comfortable with this 
figure. Our maximum market rate residential vacancy rate for a feasible project is about 10.3%. 
This is not much higher than the market rate provided by Professor Landgraf of 8%. This 
indicate that we should make sure to designate extra effort to leasing these units.  
 
Section 7: 

https://www.google.com/maps/d/edit?mid=1MfaEOGRJbp1J3bBv2PWfcwbFXU6m0h7U&ll=4
3.01095037312017%2C-89.50497183670654&z=14 



 

The map above points out some of components necessary for a successful affordable housing 
project in our site’s immediate vicinity. The blue points indicate potential employment sources 
(retail and light industrial centers), the red points are grocers, the green points are parks, the 
orange point is healthcare, and the yellow points are education. We feel that the strength of the 
nearby amenities help overcome the shortfall of no public transportation.  

 

 

 

The picture above shows the immediate surroundings of our parcel (inside red lines). Notice how 
our site is the only non- developed site in the area. The reason is that it has not yet been annexed 
into the city of Madison which means the cost barriers of installing well and septic have been 
prohibitive to development. This shows how crucial it is that our site be annexed into the City of 
Madison.  



 

 

The image above is just a street view of our parcel. Notice how the site is flat farmland. On one 
side, this may be good because it will likely require minimum grading. On the other, it means we 
must get the zoning changed from A-3, or agricultural use.  



 

This is a basic rendering of how we see the site being laid out. In red on the bottom, there are 
two retail properties, the property on the left will be single tenant and the property on the right 
will be multi-tenant. The blue property on the top right will be mixed use with a first floor retail 
component and a second/third floor residential component. The two orange buildings on the left 
side of the site will both be for residential use.  
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AFFORDABLE HOUSING IN VERONA 
301 Prairie Heights Drive, Verona, WI 53593 

 
 
 

Executive Summary 
 
 Our site is located at 301 Prairie Heights Drive in Verona, Wisconsin. Within Verona, the 
property is located on the south side, in close proximity to a major highway (U.S. Hwy 151) . 
The parcel is currently undeveloped, located between two businesses and across the street 
from an apartment complex. The population we are targeting is low income families in the 
Verona and greater Madison area. In Verona alone, there are 205 households with incomes 
less than 30% of the median for the area, per Esri. That number is much greater when 
neighboring communities and the city of Madison are included, but since our site is located in 
the City of Verona we are specifically highlighting the Verona numbers.  
  
There are may job opportunities for our tenants within Verona and in the city of Madison, as 
displayed on our map of local businesses. There are also a number of retailers and grocery 
stores a short distance away. While all these opportunities may not be walkable, they are just a 
short drive away.  
 
Our development will include 50 affordable housing units on this site. The mixture will include 23 
units set at the 50% CMI rate, and 27 units at the 30% CMI rate. The site is not located within a 
TIF district, but our mix of low-income units qualifies our project for potential LIHTC from 
WHEDA. These tax credits are very competitive and can be difficult to win, but we believe our 
proposal offers an enticing opportunity for WHEDA to consider. After running our feasibility 
analysis, our targeted rents come out to about 23 units at $3,448.38 per month (which is 50% 
CMI), and 27 units at $2,069.03 (which is 30% CMI). From our analysis, market rents came out 
to be $2,711, which might seem a little high, but due to our lack of TIF financing, we believe 
these numbers accurately reflect the market. Without the LIHTC financing, our project will not be 
feasible as a low income housing development. This financing saves us roughly $8 million 
dollars in costs, and $1.20 PSF in rent, allowing us to market directly to our target low income 
tenants. More information on the financial aspect of our project are detailed below. 
 
 
Urban Economics 
 
 The city of Verona is a suburb located 10 miles southwest of Madison, the state’s 
capitol. The 2016 estimate of population in Verona was 12,969 (factfinder.census.gov), for a 
population density of 1,759.7 people per square mile (population.us).  

There are numerous work opportunities near our site. In addition to the multitude of 
small businesses in Verona, 15 companies with 50+ employees are located within 1.2 miles of 
the location (Esri). Also, the city of Madison provides numerous possibilities for work, and is just 
a short commute away. 
 
Major employers within a thre-mile radius (Employing > 100) : 

 Data provided by Esri 
• Thomas & Betts Corporation 
• Carnes Company 



• Cleary Building Corporation 
• Minitube of America 
• Coating Place Incorporated 
• Latitude Corporation 
• Four Winds Manor 
• Miller & Sons Super Market 

 
The city of Verona boasts an exceptionally low crime rate. In Verona, the crime rate is 1,453 per 
100,000 people (Uniform Crime Reporting Program- FBI). This rate is 35% lower than the 
Wisconsin mean, and 49% lower than the nation’s mean. In 2015, there were only 188 reported 
crimes in the city, and 95% of those crimes were nonviolent (UCRP- FBI).  

One downside to our site is the walkability index. Many of the roads in the area are busy, 
and some do not have sidewalks. There are no large retailers or grocery chains within a 
walkable distance, which would be a large drawback for tenants that do not own cars. The other 
negative is the size of the parcel. 1.1 acres is relatively small to try and fit 50 units on.  

Based on these different qualitative aspects of our site, the assessed value is $297,100. 
While assessed values do not always accurately reflect market value, this parcel was last sold 
in 2005 for $210,600. Given the appreciation of land values, the appraised value seems 
appropriate.  

Receiving assistance from WHEDA is fundamental to the success of this development. 
This project easily surpases the minimum point requirement WHEDA has set through their self-
grading rubric. We receive points from our intention to make our property environmentally 
sustainable, serving families, our intended income mix, using signage, having a variety of 
financing methods, being ready to proceed, and the unemployment rate in the area.  

We do not receive points as our school is not in the top 25% of schools in Wisconsin. 
This site also fails to receive points in areas of requiring certain public amenities within a one 
mile radius, such as libraries, hospitals, and job training facilities. 

While TID would be beneficial as well, this site is near Verona #5, but this is unlikely to 
be expanded to include our property. 
 
 
Financing Sources 
 
Debt 
Due to the various grants and Low Income Housing Tax Credits, the development of this 50 unit 
affordable housing complex demands much lower debt levels than comparable projects. After 
taking into account LIHTC, the debt levels are much lower and for this project a loan of only 
$1,482,587.40 must be taken out. The typical loan rate for the development of affordable 
housing in Dane county is approximately 5% with a 30 year term and 1% origination fee. The 
debt service on this development is $95,506/year.  
 

Tax Credits 
Tax credits, more specifically the federal Low Income Housing Tax Credit (or LIHTC), are issued 
by the Wisconsin Housing and Development Authority (WHEDA). These tax credits are used to 
generate an equity investment in the property, which reduces the amount of lending, reducing 
the amount of monthly debt service, which ultimately allows the owner of the property to feasibly 
charge lower monthly rents. WHEDA awards these LIHTC’s to developers through a highly 
competitive process. As a basic threshold for eligibility, these LIHTC projects must remain 
affordable for at least the next 30 years. Potential developments must also either have at least 
20% of all units at or below 50% of the area’s median income or 40% of units at or below 60% 



of area median income. With our mix of 60% of the units at 50% of the CMI rate and 40% of 
units at 30% CMI, our project meets these LIHTC thresholds. This scoring process is updated 
annually in  WHEDA’s qualified action plan to reflect constantly changing economic conditions.  
 

City/County Grants 
There are a variety of different grants from the city and county that could potentially benefit our 
project and the residents living there. The Community Development Block Grant (CDBG) offers 
loans to low income households and offers special loan considerations to landlords who agree 
to rent to low income tenants at an affordable rate. These loans help finance home and rental 
repairs, furnaces, hot water heaters, and even down payment and closing cost assistance. 
Dane County annually receives approximately $1 million in these funds from HUD.  
 
Dane County also offers the HOME grant program, which was authorized under the National 
Affordable Housing Act of 1990 and helps provide funding to create affordable housing for low 
income individuals. Dane County is required to set aside a minimum of 15% of its funds for 
Community Housing Development Organizations (CHDO), which are organized, non-profit 
service consortiums that develops affordable housing in the community it serves. Annually, 
Dane County receives approximately $400,000 in HOME funds.  
 

Tax Increment Financing 
 
Our project is not located in a TID (Tax Increment District), so our site is not eligible for any sort 
of TIF financing. However, a potential way to get around this issue would be to lobby for our site 
to be included in one of the nearby Verona TID areas. Our location is near Verona’s TIF #5, so 
there is a potential chance the city will choose to expand this district to encompass our site, but 
this is not very likely at the current time or in the near future. After speaking to our site’s city 
planning representative, Adam Sayre, we were informed that this would never be approved, so 
there was no reason for us to pursue that route. Amendments to TIF districts are limited to four 
times, the City of Verona is not likely to use one of those times on our development.  
 

City of Verona TIF Map 

 



As evidenced by the above map, our site is located close to, but not within any TIF districts in 
the city of Verona.  
 
In regards to the WHEDA scoring, our project would score well in the following areas: energy 
efficiency and sustainability, service to families, service to low income residents, universal 
design, financial participation, and opportunity zones. The reason we score well in these various 
categories is because we hope to build an energy efficient building (no smoking, close proximity 
to public transportation), with many of the characteristics of the universal design section, for 
example: hand rails and accessible public bathrooms. One of our main goals for the 
development project is to target low income families, so we believe we would score well in both 
those sections of the WHEDA scoring assessment. With our LIHTC financing and potential 
usage of city grants, we believe we would also score well in the financial participation section. 
Finally, in regards to the opportunity zones area, we feel like our site is in a solid location close 
to schools, libraries, and parks, making our development attractive to both WHEDA and low 
income families.   
 
Affordable Housing Development Considerations 
 
This parcel at 301 Prairie Heights Drive is in an ideal location for the development of affordable 
housing. Between the various employment opportunities near by and the continued growth 
Verona has experienced, affordable housing will likely continue to be high in demand for time to 
come. 
 
According to the Wisconsin State Journal article, “An Explosion of Growth in Verona and it’s Not 
Just at Epic Systems Corp.” Verona is on track to no longer be a small town as it attracts 
investment in infrastructure and new corporations. This proposed growth in jobs will lead to an 
increase in demand for housing. Many of these jobs will employ those who will likely need 
quality affordable housing.  
 
In terms of educational opportunities for the children of families, voters in Verona also approved 
the largest referendum in state history for their school system. This referendum is providing a 
large sum of money to the school system to improve upon its success in the classroom.  
 
This proposal is ideal for the Dane county and Verona area as it provides resources that are in 
high demand. The concerns typically expressed about affordable housing could be dismissed 
for this development as with a required rent of $553/month being significantly lower than the 
proposed monthly rent, the developer is able to minimize some of the issues often facing 
affordable housing.  
 
Unexpected costs occur with any development, with this project it is likely the developer will be 
able to cover those costs due to the much higher rent than required. With the proposed request 
to receive tax credits from WHEDA, if those were not received the project would still be feasible 
at the proposed rents. An additional unexpected cost that will be covered by the high margins 
on rent is the risk of non-payment by tenants. It is likely maintenance costs may be higher than 
a non-affordable housing development.  
 
One of the largest issues facing this development is the lack of public transportation. WIth this, 
ample parking space must be provided, which will likely need to be underground parking due to 
the small lot size. This will significantly increase the costs to develop compared to if our location 
was in a major city with great access to public transportation.  



 
Given the geographic regions extremely low vacancy with relation to housing, there is sufficient 
demand to ensure that this affordable housing development comes near maximum occupancy.  
 
 
Spatial Feasibility Analysis 
 
For the site characteristics, our site is a vacant plot of land in southern Verona. According to 
Tom Landgraf’s model, a site 10 miles away from the CBD of Madison would cost about 
$205,000 in land costs. This is a little less than the appraised value, but we believe Mr. 
Landgraf’s model fits the site well. Our projected stable vacancy rate is set at 5%. This is the 
rate that David Ginger of WHEDA recommended for low income housing developments. This 
rate is also deemed appropriate because of the lack of affordable housing in the area. 
 
For loan considerations, our model uses a single loan, at the 5% interest rate. The loan 
amortization is 30 years with a 1% origination fee. These numbers were deemed reasonable by 
Cinnaire Lending. We recognize there are other options available for loans, such as pre 
development loans, construction loans, and permanent loans. However, for the sake of 
simplicity in our model, we chose to only include a single permanent loan with reasonable 
terms. 
 
For other considerations, we chose an 8% cash on cash return requirement, as this was 
deemed reasonable by Mr. Landgraf. We did not build in any TIF considerations to our model, 
as we are not in a TID, according to City of Verona, and it is unlikely we would be able to 
petition for a TID. We included a 9% credit for low income housing. This is based on the fact 
that our property was able to obtain substantial points for a LIHTC project. We exceeded the 
minimum score of 120 to be eligible for credits, based on our self-scoring. We chose to sell 
these tax credits at a rate of 92 cents on the dollar, a number provided by David Ginger of 
WHEDA. If we were unable to get the 9% credit, it is unlikely that we would be able to move 
forward with the development as it currently stands. We would most likely have to adjust the 
housing to be market rate. 
 
After running our feasibility analysis, we concluded that the market rent for our site was $2,711. 
As our primary goal through this development was to make our units affordable, charging 
tenants market rent is clearly not feasible. We aimed to have a mix of 30% and 50% CMI units. 
Our targeted rents come out to 23 units at $3,448.38 per month (which is 50% CMI), and 27 
units at $2,069.03 (which is 30% CMI). We do not propose any 80% CMI units as it is believed 
we could make profit and an impact without increasing rents to such a level. Without the LIHTC 
financing, our project will not be feasible as a low income housing development. This financing 
saves us roughly $8 million dollars in costs, and $1.20 PSF in rent, allowing us to market 
directly to our target low income tenants. 
 
 
 
 
 
 
 

 



Project Visuals 
 
Map of Surrounding Area: 
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Site Photos: 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Architectural rendering of development: 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
Illustrations representing the specific populations and issues: 

 
 
 
 
 

 
 
 
 
 
 



Steps Required to Obtain Housing Assistance in Dane County (Dane County Housing Authority) 

 

 
 
(The above chart shows an explanation of the steps to obtain a DCHA housing voucher) 
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Affordable Senior Living 
219 Park Street, Oregon, WI 

Section 1: Brief Introduction 
The Village of Oregon has experienced roughly a 400% population growth between 1970 and 2017 (3). This 
influx in residents has created a demand for housing that the supply has not been able to meet. Housing 
prices have soared over the last 20 years making affordable housing scarce and paying rent taxing on the 
residents.  

• Population: In the Village of Oregon, Wisconsin, we are targeting the 343 elderly residents who 
make less than 30% of the medium family income and are also spending more than 50% of their 
monthly income on housing (3). 

• Job Opportunities: Job opportunities are generally irrelevant to our target population because the 
majority will be past retirement age, however we elaborate on job opportunities below.  

• Apartment Units: We are proposing a 3-story, 45-unit development, with the first story consisting 
of a senior center. 

• Financials: The project will cost ~7.8 million including land, hard, and soft costs.  
• Targeted Rents: Monthly rent for the senior center will be $5,294.70 while monthly rent for each 

apartment will be $235.35. 

Section 2: Urban Economics 

As of July 2017, the population of the Village of Oregon is 10,211 (1). The daytime population is 6,983 which 
consists of 2,546 daytime population workers and 4,437 daytime population residents. The population 
density is 2,351. The medium household income is $82,582 and the average household income is $100,075 (1). 
There are 4,143 housing units in the Village of Oregon with 2,840 (68.5%) being owner occupied and 1,138 
(27.5%) being renter occupied (1). The number of vacant units is 165 (4%) (1). The medium home value is 
$242,079.  

In the Village of Oregon, Wisconsin, there are 2,606 residents who are between the ages of 55-85 (8). Of 
those 2,606 residents between the ages of 55-85, there are 708 elderly residents who make less than 30% of 
the average family medium income in the Village of Oregon (3). Of those 708 elderly residents, there are 
343 elderly residents who make less than 30% of the medium family income and are also spending more 
than 50% of their monthly income on housing (3). Our goal is to make affordable housing available to the 
elderly who are making less than 30% of the average medium income and are paying more than 50% of 
their monthly income on rent.  

Employment increased 1.53% with majority of the jobs being in administrative, management, and 
production (16). The total daytime population/total population is .68 implying that many of the residents 
commute out of the Village of Oregon for employment (1).  

Our site is located at 219 Park Street Oregon, Wisconsin and is owned by the Village of Oregon. The parcel 
is 25,595.56 sqft and is roughly 150.00’’x 170.63’’ (7). The property is zoned as commercial mixed use which 
includes commercial, residential, and institutional uses (3). It also resides in tax incremental district (TID) 
#3 making new developments eligible to receive TIF funding (3). Currently, the site is being utilized as a 
senior center serving more than 3,541 seniors (3).  
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We plan to have a private developer purchase the parcel and build a 3 story multipurpose building. After 
talking with a member of the Village of Oregon Board, we have decided that the first floor will be a 
community senior center while the second and third stories will contain 45 units at 864 sqft/unit. The 
project will cost ~7.8 million including land, hard, and soft costs. Monthly rent for the senior center will be 
$5,294.70 while monthly rent for each apartment will be $235.35. 

Growth 

The Village of Oregon has been growing at a rapid rate experiencing a population growth of 35.9% between 
2000 and 2017 (3). By 2035, the population is expected to increase to 15,121 which will increase the demand 
for affordable housing. According to the Village of Oregon comprehensive plan, the city will develop three 
planned neighborhoods: Westside planned neighborhood (640 acres), Southwest planned neighborhood 
(800 acres), and Southeast planned neighborhood (280 acres) to accommodate 4,910 new residents. 

Public Transportation 

The Village of Oregon has three specialized modes of transportation for the elderly, people with disabilities, 
and people with low income (3). These services are administered by the Adult Community Services Division 
of the Dane County Department of Human Services (DCDHS) and consist of:  

1) STS, a ride sharing program that provides service to adults above the age of 18 who are attending 
work or day programs 

2) Rideline, provides individualized transportation to work, volunteer, education, training, and 
medical appointments 

3) Retirement Senior Volunteer Driver Escort Program (RSVP), Volunteer drivers provide individual 
and group rides for the elderly 

There are also two main highways: US 14 and Wisconsin 138 creating easy access to surrounding towns. 

Grocery Store 

There is only one grocery store in the Village of Oregon, Bill’s Food Center, located 1.1 miles from the 
property.  

Access to Medical Facilities 

UW Health Clinic (137 S. Main Street) and Dean Medical Center (753 N. Main St.) are the two local medical 
offices. Other nearby emergency health centers include: Stoughton Hospital, St. Mary’s Hospital, and 
Meriter Hospital (3).  

Crime Considerations 

According to neighboodscout.com, Oregon, Wisconsin has a total of 48 crimes annually making it safer 
than 92% of U.S. cities (5). 

Access to Schools 

There are 4 schools in Oregon Wisconsin (3): 

1) Prairie View  
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a. Pre-Kindergarten to 4th grade 
b.  1,495 students  
c. .8 miles from the property 

2) Rome Corners Intermediate School 
a. 5th and 6th grade  
b. 574 students 
c. 1.1 miles from the property 

3) Oregon Middle School 
a. 7th and 8th grade 
b. 562 students  
c. 1.4 miles from property 

4) Oregon High School 
a. 9th through 12th grade 
b. 1,123 students 
c. .8 miles from the property 

Average Commuting Time 

The average commuting time of residents living in the Village of Oregon is 23 minutes one-way. The main 
modes of transportation include: 43.02% of residents commute alone in a car, 7.82% carpool and 14.25% 
walk to work (6).  

Medium Rent 

The medium rent in the Village of Oregon is $1080/month (4). 

Average Land Cost 

The average price per sqft of land where the parcel is located is ~$16.75 (Excel doc) 

WHEDA Scoring 

WHEDA scores potential recipients of tax credits based off 14 categories for a total of 284 points:  

1) Lower income areas (5 points) 
2) Energy Efficiency and sustainability (32 points) 
3) Mixed-Income Incentive (12 points) 
4) Serves Large Families (5 points) 
5) Serves Lowest-Income Residents (60 points) 
6) Supportive Housing (20 points) 
7) Rehab/Neighborhood (25 points) 
8) Universal Design (18 points) 
9) Financial Participation (25 points) 
10) Eventual Tenant Ownership (3 points) 
11) Development Team (12 points) 
12) Readiness to Proceed (12 points) 
13) Credit Usage (30 points) 
14) Opportunity Zones (25 points) 
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Strengths: Of the 14 categories, this development would score highest in the categories “Serves Lowest-
Income Residents”, “Supportive Housing”, “Credit Usage”, and “Opportunity Zones”.  

1) Serves the Lowest Income Residents (60 points):  
a. According to our calculations, the development would receive 58.05 points in this category 

because it serves residents with 30% or less of the county medium income (17). 
2) Opportunity Zone (25 points)  

a. We calculated that the development would receive between 15-20 points in this section due 
to being within a mile of the high school, library, a public park, and having internet (17). 

3) Supportive Housing (20 points) 
a. We anticipate receiving between 15-20 points in this category due to the combination of 

serving residents who are below 30% CMI in addition to providing rental assistance (17).  

Weaknesses:  

1) Lower Income Areas (5 points) 
a. Although there is a need for affordable lower income housing for residents between the 

ages of 55-85, the average household income is $76,534 which is higher than the national 
average salary (17)(1).  

2) Serves Larger Families (5 points)  
a. Since the target population is residents 55-85, the development is not providing family 

units (17) 
3) Eventual Tenant Ownership (3 points) 

a. We do not plan to have the development eventually transition into eventual resident 
ownership (17).  

Recommendation: 

We recommend that the developer should still create a WHEDA application and apply for 9% tax credits. 
The categories that the development scored low on are weighted less than the categories that the 
development scored well on. We believe the development has a good chance of receiving credits. 

Externalities 

Positive: 

The Village of Oregon has a great school district ranking number fifty-three out of three hundred and sixty-
six (9). The town has a “small town” atmosphere which provides a sense of community yet still has metro 
Madison less than fifteen minutes away. The parcel is within TID district 3 making it eligible for TIF.  The 
proximity to schools and lack of senior affordable housing increases the probability the project will receive 
WHEDA tax credits. 

Negative: 

A lack of public transportation would make commuting for workers and trips to the grocery store difficult 
for residents without cars. The zoning restrictions only allow for a maximum of 3 story buildings in the 
downtown making 50 units and a senior center not feasible. Not targeting families and not transitioning the 
units to permanent housing decrease the probability of receiving WHEDA tax credits. 

Possible Solutions to Negative Externalities: 



PAGE 4 

1) There are resources provided by the village such as STS, Rideline, and Retirement Senior Volunteer 
Driver Escort Program (RSVP) that provide transportation for individuals without cars.  

2) According to a member on the Village of Oregon Board, they would be open to re-zoning the area 
to make the development feasible. Otherwise, we would plan to build 45 units. 

Section 3: Loan Considerations 

• Mortgage rate: 5% 
• Loan amounts: $1,950,084. 
• Loan-to-cost ratio: 25% 

For the property located on 219 Park St in Oregon, WI will have site costs of approximately $428,812, 
building hard costs of $ $6,142,934, and building soft costs of $ $1,228,587. This comes out to a grand total 
capital budget of $7,800,334.  

We plan on keeping the first floor of our development open for a senior center. The total capital budget for 
this section would equate one third of the total capital budget ($2,600,111.17) while the housing component 
of the development would make up the other two thirds ($5,200,222.34). We plan on financing this project 
through the means of debt, equity investment and well as Tax Incremental Financing (TIF) and Tax Credits.  

Loan Considerations with TIF and Tax Credits: 

Loan considerations for the senior center is a 25% loan to cost ratio equating to $650,028 with monthly 
payments of $3,800.00. As for the affordable housing, we plan on taking out a loan for 25% loan-to-cost 
ratio which would end up being $1,300,056. We are assuming a 5% interest rate over a 25-year amortization. 
The monthly payment would be $7,600.00 and the cash required for debt service is $91,199.95 with a 
mortgage constant of 0.070150805. 

Loan Considerations without TIF and Tax Credits: 

Loan considerations for the first-floor senior center is an 80% loan to cost ratio equating to $2,080,088.93 
with monthly payments of $12,159.99277. As for the affordable housing, we plan on taking out a loan for 
80% loan-to-cost ratio which would end up being $4,160,177.87. We are assuming a 5% interest rate over a 
25-year amortization. The monthly payment would be $24,319.98 and the cash required for debt service is $ 
$291,839.83 with a mortgage constant of 0.070150805.  

Section 4: Tax credits, city/county grants, TIF considerations 

We plan on financing 82% of our project with WHEDA tax credits which comes out to $6,388,473.14, giving 
us a total capital budget of $1,411,860.36 with $470,620.12 of it going toward financing the first floor senior 
center, and $941,240.24 going towards financing the affordable senior housing. We plan on funding with the 
9% tax credit, the heavier demanded of the two types of tax credits. The reason we chose to go with this 
type of tax credit is because we would be able to finance a much larger part of our project with this credit as 
well as we feel confident in our chances to receive this credit.  

We do not anticipate to receive city or county grants for our development.  

Being that our property is located directly on Tax Incremental District (TID) #3 we plan on using Tax 
Incremental Financing (TIF). This area of Oregon has been set aside for redevelopment. For the first floor 
senior center the total potential TIF at 50% of the increment would be $37,916.83 and at 100% of the 
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increment would be $75,833.66. For the affordable housing component of the development at 50% of the 
increment it would be $75,833.66 and at 100% of the increment it would come out to be $151,667.32. These 
are based on the following assumptions that the proposed taxes are $9,118.34 (senior center) and $18,236.69 
(affordable housing) at a 3.5 borrowing rate over a 10 year period. We have decided to go with TIF at 50% of 
the increment to be conservative.  

Section 5: Affordable Housing Development Considerations 

Research shows that senior citizens who participate in senior centers have “higher levels of health, social 
interaction, and life satisfaction and lower levels of income”(10). As there is already a functioning senior 
center on our site and our housing is targeted toward the senior citizen population, we plan to develop the 
housing above the senior center while maintaining that facility thus promoting both a sense of community 
for the seniors whilst also providing affordable housing.  

We plan on doing this using a leaseback agreement with the Village of Oregon who currently own the 
property. Due to the fact that both the Village of Brooklyn and Town of Dunn pulled out over the past four 
years from a contract that has been funding the center since 1995, the leaseback agreement is an attractive 
offer for the Village of Oregon as well as they would gain an immediate source of revenue to account for the 
almost $50,000 they lost due to the pullouts, whilst providing us with a stable source of consistent income 
(11).  

As mentioned in Section 2, the addition of the senior center also allows us to stand out in terms of scoring 
WHEDA points, specifically in the 6th category: Integrated Supportive Housing. The presence of the senior 
center allows us to utilize grants listed in the following section which are aimed toward providing 
additional support to the elderly such as health education and affordability. Furthermore, as stated 
previously the location of the site in terms of the lack of affordable housing targeted toward seniors and 
proximity to school district further increase the points allotted by WHEDA.  

Section 6: Spatial Feasibility Analysis 

Relevant Project Information (most already previously mentioned): 

• Site Characteristics: The 219 Park Street parcel is 25,595.56 sqft and is roughly 150.00’’x 170.63’’. As 
mentioned above, the property is zoned as commercial mixed use which includes commercial, 
residential, and institutional uses.  

• Land Cost: Using an average of the site costs in the neighboring area, we found the average cost per 
square footage to be $16.75, and $428,812 for the entire site.  

• Scoring: In terms of WHEDA scoring, our project would score the highest in the following 
categories: Serves the Lowest Income Residents, Opportunity Zone, and Supportive Housing. 

• Urban Economy Impact:  
o Vacancy rate: The vacancy rate calculated as a percentage difference of Effective Gross 

Revenue and Gross Potential Income is 9%. 
o Cash flows: Total equity cash flows, including an equity invested of $1,335,790 from loans, is 

$2,159,595. 
• Loan Considerations: Loan considerations for the senior center is a 25% loan to cost ratio equating 

to $650,028 with monthly payments of $3,800.00. As for the affordable housing, we plan on taking 
out a loan for 25% loan-to-cost ratio which would end up being $1,300,056. We are assuming a 5% 
interest rate over a 25-year amortization. The monthly payment would be $7,600.00 and the cash 
required for debt service is $91,199.95 with a mortgage constant of 0.070150805. 
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• Equity Considerations: Our required equity for the senior center is $94,124, and for the affordable 
housing is $188,248, making the total required equity for the project $282,372. 

• Tax Credits Considerations: We plan on financing 82% of our project with WHEDA tax credits 
which comes out to $6,388,473.14, giving us a total capital budget of $1,411,860.36. 

• City/County Grants Considerations: We do not anticipate to receive city or county grants for our 
development.  

• TIF Considerations: TIF at 50% of the increment would be $37,916.83 for the senior center and 
$75,833.66 for the affordable housing. 

With TIF & WHEDA: our monthly rent for the 45 units, 773.55sf in average size would be $235.32, while our 
senior center monthly rent would be at $5,294.7. 

Without TIF & WHEDA: our monthly rent for the 45 units would be increased to $1,207.05 thus not catering 
to our target residents of a less than 30% of medium family income and our senior center monthly rent 
would increase to $27,158.66.  

Due to the fact that we plan have a leaseback agreement with the senior center we are also able to make use 
of grants that can support not just the affordable housing aspect of the project but also possible services we 
can provide to the senior citizens (12,15). These include: 

• The SCAN Foundation, funded an evaluation of the WellElder program, which pairs a service 
coordinator with a health educator to provide wellness and health education, health monitoring 
and assistance in identifying and accessing needed health resources (12). 

• The John D. & Catherine T. MacArthur Foundation supported the “How Housing Matters” 
initiative, which supports research to explore the role housing plays in the long-term health and 
well-being of individuals and communities, including studying the linkage of affordable senior 
housing with supportive services (12). 

• The McGregor Foundation funded regional forums to examine the merits, challenges, and 
opportunities for housing with services strategies. The Foundation also supported the development 
of a guide on how medical house call programs can work with senior housing properties (14).  

• The Jacob & Valeria Langeloth Foundation supported the development and pilot of a caregiver 
training program for caregivers of residents in affordable senior housing properties (13).  
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Section 7: Report Visuals 

Map of Site Area 
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The two above visuals show points of interest around the site. We included these to show that there are 
many points of interest within walking distance of the subject property.  

Photos of Current Building 
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These are visuals of the current site and senior center. These are included to show what must be 
demolished on the site and to show the need for an improved senior center. 
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Development Rendering 

 

This is an architectural rendering of the proposed development. This is included to show where the project 
would be located on the site and to give an approximate idea of the size of the project. 

 

Populations/Issues Graphics 

 

This graph shows the projected growth for the Village of Oregon. We included this to show that there will 
definitely be enough residents to fill the apartment units. 



PAGE 11 

 

This graph shows the number and percent of residents by age. We included this graph to show that about 
25% of the residents in Oregon could live in senior housing, making it a viable market. 

 

Housing Assistance Diagram 

 

This graphic details the steps required to obtain tax credits from WHEDA in the State of Wisconsin. This is 
included so that the developer is aware of the steps and the deadlines. 
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Demographic Information Graphic 
 

 

This bar chart compares the elderly to the non-elderly in terms of the percent of the population below 30% 
of median family income. We included this to show that the elderly are in much higher need of low income 
housing. 
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Targhee Townhomes Workforce Housing 
Oak Meadow Drive and Targhee Street, Fitchburg, WI 

 
 
Introduction 
 
Dane County’s population of homeless continues to rise year after year because of rising rents 
and slow wage growth. One of the homeless demographics that are the hardest hit by rising rents 
are single parent families. Families supported by single incomes are especially susceptible to 
homelessness and thus the need for affordable housing is incredibly important for these families 
in a rising rent environment.  
 
Our development proposal is on a 3.74 acre plot of land in a single family residential 
neighborhood in Fitchburg, Wisconsin. With job opportunities less than a half mile away, good 
school systems, and a playground across the street, this seems to be an ideal location to develop 
housing that can be both affordable and comfortable for these families.  We are planning a mixed 
development with 45 workforce housing units (25 at 30% CMI and 20 at 60% CMI) and 5 
market rate housing units. The 30% CMI units will be offered at a price of $505.07/mo. The 60% 
CMI units are priced at $1,010.13/mo. The final 5 market rate units will be available at 
$1,683.55/mo. We find that these prices along with the additional financial tools at our disposal 
offer us the opportunity to provide units at an affordable rate while still producing profits for our 
investors.  
 
The way that we can develop this property while remaining profitable is through the use of Low 
Income Housing Tax Credits (LIHTC) and, if approved, Tax Increment Financing (TIF). We 
believe we will score a 209-221on the WHEDA LIHTC scoring criteria. These provide our 
development additional equity that allows us to provide rents at a rate affordable for families 
with single incomes. However, the equity provided from LIHTC and TIF is not enough to fund 
the project. We plan on getting a construction loan to provide additional cash to complete the 
project and then refinancing into a permanent loan after construction is completed.  
 
Urban Economics 
  
The site itself is a vacant lot.  It is a 3.74 acre parcel and forms a shape of a L outlined by Oak 
Meadow Drive and Targhee Street.  It is flat land with a tree line right in the middle of the plot 
and currently a fence there. We are currently right outside of a TID (the Fitchburg Technology 
Campus) that could provide additional equity for our project. We are pursuing TIF which would 
provide us an additional $339,539 in equity. The goal of the TID is to promote industrial 
technology development. From city data we have found that many of the technology businesses 
within the TID employ a high number of low income workers. We will attempt to argue that the 



development would provide the TID businesses with a stable workforce. However, we do not 
think that it will be approved because our rational is shaky against the but-for test. If TIF is not 
approved, we will require an additional equity contribution of $361,366 as well as a LTV of 80% 
to finance the project. We do not find this to be an issue for potential lenders because our debt 
service coverage ratio is still above typical industry standards. The parcel is currently appraised 
by Dane County at a price of $700,000. For the development to occur, there needs to be minimal 
scoring and removal of the tree line.  
 
The proposed development site is located in a single family residential area. The site is directly 
adjacent to Oak Meadow Park, a park with a playground, basketball hoop, and plenty of room for 
activities for the children.  The site is also within walking distance to the Fitchburg Community 
Center and Public Library.  These types of locations are vital to a child’s upbringing and all of 
these sites are very easily accessible by foot. Our development’s proximity to Oak Meadow Park 
as well as healthcare services is a positive externality clearly indicated by WHEDA’s scoring of 
the site. 
 
This site is also in a great location in regard to schools.  The location is technically in the Oregon 
School District, but it is just as close to the McFarland and Verona schools. If the mother has a 
preference, she can send her children to any of the three, but there is free bus transportation to 
the Oregon School District.  This includes Stoner Prairie Elementary and Savanna Oaks Middle 
schools, which are within a five minute drive of the proposed development. Although WHEDA 
believes that our site is not supported by a nearby school and indicated such in its scoring, we 
find this to be immaterial because the public school system provides bus transportation to its 
students. In addition, our daycare services will provide van transportation from school as well as 
transportation to and from recreational activities such as sports and clubs offered through the 
school and municipality. If resident children are not involved in any such activities, tenant 
services will also provide quality on site after-school care for our residents in the gap between 
kids being released from classes and the parents getting off of work. 
 
In addition, we recommend this site because of its strong job prospects for the mothers.  There 
are 1165 employers in Fitchburg and a large amount of current opportunities are within a five 
minute drive of the site.  The unemployment rate in Fitchburg declined 15.7% since 2016 and is 
currently sitting at a very low 2.7%.  What makes this even more attractive is that around half of 
the Fitchburg adult population has obtained a bachelor’s degree or higher.  This leaves a large 
amount of opportunities for citizens looking for jobs paying at 30%-60% of County Median 
Income or unskilled labor positions. Some of the largest employers of unskilled workers are 
located in the industrial focused, Technology Campus TID, which is within walking distance of 
the development site. This proximity to employers increases WHEDA’s scoring of the site, as 
potential employers can be found within a quarter mile.  Not only do economic conditions show 
that Fitchburg has a strong employment profile, but WHEDA’s scoring characteristics also 



indicate that Fitchburg has a strong job market. Also, there are metro bus routes within a quarter 
mile of the development. This allows mothers to look outside of Fitchburg if necessary in their 
search for employment. WHEDA scoring notes the access to metro bus routes as a positive site 
characteristic.  
 
Generally, this site is great for a variety of other reasons that apply to renting, outside of the 
affordable housing scope.  Namely, the prevalence of renters in the Fitchburg area.  Over half of 
Fitchburg residents rent rather than own.  This will be beneficial for our demand for both our 
market rate and workforce housing units.  This site is also located near other positive amenities. 
There are restaurants just two minutes north of Fish Hatchery Road.  In addition, grocery stores 
and convenience stores including Walgreens and Pick N’ Save are located within a 5 minute 
drive. Although the site does not meet this scoring criteria according to WHEDA, the metro bus 
routes will make access to the nearby grocery stores easy and hassle free. 
 
Many residents are hesitant to allow low income housing into their neighborhoods, but we find 
that our development could counter a lot of the typical arguments construed by neighborhoods 
protesting low income developments. The most common arguments are that low income housing 
makes the neighborhood less safe, are not aesthetically pleasing, and create parking overflow. 
We argue that our development covers all of these bases. The neighborhood will likely be safer 
after the development occurs. Our logic behind this is that the families living in our development 
will take an active role in the community because they want the community to be safe for their 
children. Our development is also being constructed to appear similar to other townhomes in the 
area, meaning the development will appear no different than the other homes in the area. Finally, 
because we have built parking into our model, there is little reason to believe that there will be 
parking overflow. We have 30 above ground, unprotected parking stalls which seems reasonable 
considering we are offering 50 units. We find that 30 parking stalls is a reasonable number 
because not every renter will own a car, the development is within walking distance of 
employers, and metro bus transportation is nearby.  
 
Loan considerations 
 
To purchase the property and construct the 50 townhouse units, we will need a construction loan. 
We will need a loan of 1,376,633 regardless of whether or not we gain TID financing (TID only 
effects our equity contribution component). The loan will constitute approximately 13.89% of 
the total construction cost and about 80% of the required capital after LIHTC have been 
deducted from the cost.  These loan amounts include a 1.25% origination fee. The loan will have 
an interest rate will be about 3.75% which is 250 basis points above the one month LIBOR rate 
(currently 1.25%).  
 



The construction loan will likely include covenants requiring 15-30% of LIHTC paid in before 
the loan closes. The lender will also hire an architect to do monthly inspections at our expense. 
The construction lender will require a mortgage against the property in the event we are unable 
to pay. Many construction loans also have covenants for liquidity, net worth, and equity 
deployed at lease up, but due to the high demand for these units in the area and the relatively 
high NOI we expect to collect, these covenants should be easy to satisfy. 
 
This loan will have a term somewhere between 18 and 24 months at which point we will take a 
permanent loan to pay off the construction loan. The permanent loan will have a rate of 5% and 
an amortization period of 25 years. Annual debt service on the permanent loan will be 
approximately $97,473. The expected debt service coverage ratio for the permanent loan is 1.94.  
The permanent lender will also require a mortgage on the property as collateral and will likely 
include many of the same covenants as the construction lender regarding liquidity and net worth.  
 
Tax Considerations 
 
Using tax credits, grants, and other government assistance in the development of affordable 
housing is often crucial in the feasibility of the development. In Dane County and throughout the 
U.S. There are two different tax credits available to affordable housing developers. The 9% tax 
credit is more competitive, available once a year, and offers more equity. The 4% credit is less 
competitive, available year round, at the tradeoff of less equity. How the credits work is that they 
are awarded to developers and then often sold to a 3rd party for additional cash for their project. 
Both credits have a 10 year tax credit period and a 15 year compliance period. For this 
development, we are assuming we will be awarded the 9% credit because of our aggressive mix 
of 30% and 60% CMI units in comparison to our market rate units. 
 
In addition to the tax credits, TIF is a useful financial tool of a developer. TIF allows developers 
to take the difference in taxes of the undeveloped land by the land after it is developed and bring 
them forward to the present to provide equity for a project. TIF works as an annuity that can be 
discounted back to the present value to find your equity provided by TIF. Because of the 
additional equity that it provides, we hope to use TIF for our development as well. Although the 
property is not currently included in a TID, it borders one and could potentially be changed so 
that the land is within the TID, and therefore eligible to use TIF. In our feasibility models, we 
show the effect of the implementation of TIF and the effect of not using TIF. The use of TIF 
provides an additional $348,466 in equity funds, allowing us to fund the project without investor 
equity financing. Our aggressive mix of 30% and 60% CMI level units as well as the site’s 
proximity to public transit, employment, healthcare, and parks will appeal to WHEDA and 
positively affects their scoring of our development.  As stated above, TIF would reduce the 
equity needed from the investors, lowering required rents. This allows us to offer a greater mix 
of 30% and 60% CMI units. 



 
We’ve previously mentioned that the TID is unlikely to be extended for our development. We 
feel that although the TID is an unlikely source of equity, there is some merit in our argument for 
extension of the TID. If our TID isn’t extended, we plan on covering this loss of equity with an 
equity partner as mentioned elsewhere in our project. We’ve provided financial models that 
include both the effect with and without the TID. 
 
City grants are another useful way of providing equity for a project. However, we are not 
planning on using city grants because we’ve determined that the 9% tax credit will provide 
enough equity that city grants are not necessary for our development. If we don’t receive the 9% 
credit, which we feel is very unlikely, we will pursue the 4% credit along with a mix of city 
grants. As just stated, we are confident we will be awarded the 9% tax credit because of our 
development’s aggressive workforce housing mix and its site scoring by WHEDA, thus we have 
no need for the 4% credit or the city grants. 
 
Affordable Housing Development Considerations 
 
We are planning on offering a variety of different amenities to our tenants.  We have designed 
this development plan to best suit low income mothers and their children.  Our services will 
focus on the children having all the resources for a quality upbringing and for the mother to 
obtain and maintain a stable career. 
 
In our feasibility analysis we have allocated a relatively large portion for common area. This will 
manifest in a large common building.  This building will house our leasing office and a large 
amount of shared space. 
 
This common area will be used for a multitude of services including; daycare services, job 
training, and mentorship programs.  We will partner with Fitchburg Boys and Girls club to 
provide an afterschool program from 3pm-7pm where the kids can be looked after by young 
adults.  This program will provide the children supervision and more importantly provide the 
children with role models which is crucial for development. 
 
We will partner with the Fitchburg Chamber of Commerce to source business men and women 
from the community to volunteer to teach adult education and job preparation courses a few 
times a week.  These individuals will host a course related to their specialty that will help the 
mothers either advance in their career or assist in the job search.  Our residents will be able to 
enroll in classes that they deem beneficial to themselves.  All classes will be beneficial and could 
help our residents significantly just in the aspect of networking. 
 



The administrative costs to perform these tasks are built into our feasibility analysis in the form 
of a higher per unit maintenance cost.  A common per unit per year maintenance cost is $3,000, 
yet we built in nearly double that at $5,000.  Not all of the residents will utilize the services, but 
we have built in $100,000 a year to perform these tasks.  While we are striving to obtain 
volunteer help from the community, we have built into our model the assumption that we will 
pay for the daycare and the adult education classes.   
 
Spatial Feasibility Analysis 
 
As mentioned above, the site is a flat, vacant 3.74 acre lot in a single family residential 
neighborhood.  The site is asymmetrical and a bit oddly shaped, but we find the benefits greatly 
outweigh this.  The proposed development would require minimal scoring and no demolition. 
The only act we would conduct is to reduce the tree line in the middle of the property. Based off 
the city of Fitchburg property appraisal, the tract of land is worth approximately $700,000. 
 
Our model operates under the assumption of very little vacancy. We built in around 5% vacancy.  
This is due to the fact that we decided on an aggressive mix of affordable units versus market 
rate units.  We also believe the macroeconomic environment of Fitchburg will attribute to a low 
vacancy rate.  This is due to large economic growth in the community and the fact that over half 
of Fitchburg residents are renters. Not only this, but 95% of the economically distressed 
community members in Fitchburg rent.  
 
The property development has a total cost of $10,004,598 of which $8,283,807 will be covered 
with LIHTC1. The remaining $1,720,719 will be funded by a combination of debt and equity 
contribution. If we are able to what the commercial TID across the street extended, this will add 
an addition $348,466 of funding2. In either situation we will take a construction loan of 
approximately $1,340,000 (an 80% LTV ratio) with an 8-24 month term and 3.75% interest rate. 
We will eventually take a permanent 25 year mortgage to pay off the construction loan. The 
permanent loan will have a 5% interest rate and annual debt service of about $94,000. Without 
TIF, the equity contribution will be about $350,986, assuming an 8% return to equity investors, 
this will require cash flows to equity investors of $28,087. If the TID is extended, our property 
will be financed without requiring an equity investment. The required annual NOI for our 
property is somewhere between $97,000 and $125,000 (dependent on TIF and whether we 
require an equity partner). Given our expected PGI based on our renting structure (25 unit at 

                                                
1 Net Income / Cap Rate = Estimated Property Value  
Property Value*Mill Rate= Proposed Taxes      
Proposed Taxes - Current Taxes *10 years*Tax Credit Rate= Potential TIF 
 
2 90% of total cost are included in our base (45/50 units), assuming a tax credit rate of 92%in capital 
markets 



30% CMI, 20 units at 60% CMI, and 5 units at market rent), we expect an NOI of between 
$180,680-$189,500 (variation due to TIF uncertainty). 
 

 
 
 
 

Expected Net Operating Income (No TIF)   

PGI  $ 494,963.70 

EGI  $ 470,215.52 

Operating Expense  $ (250,000) 

Property Tax  $ (39,535) 

Actual NOI  $ 180,680.35 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Development Visuals 
 
Interactive Map of Schools, Employers, and Points of Interest  

 

 
The graphic above shows the development’s location, nearby grocery stores, points of interests, 
and large employers nearby. 



 
 
This photo was taken looking eastward towards other townhomes in the neighborhood. 
 
 
Architectural Renderings 
 
Exterior 

 
 
This is a sample of the design we would use when modeling our townhomes so that they fit with 
the architectural style of the surrounding residential community. 
 
 



Floor Plans 
 
 

 
 
 
 
 
 
 



Floor 2 
 

 
 
This is a sketch of our units’ architectural floor plans.  There will be five units in each 
freestanding building.  Each unit will have two stories.  The first containing their kitchen, living 
room, laundry room, and bathroom and the second floor containing the two bedrooms. 
 
 
 
 



Lot Layout 
 

 
 
 
 
 
 
 
 
 

This graphic shows the layout of the proposed development. 10 buildings each with 5, 2 
bedroom units.  
 
 
 
 
 
 
 
 



Economic Support 
 

 
Almost all Fitchburg residents below the poverty line are renters. This indicates strong demand 
for our housing development.  
 

 
Fitchburg has more children below the poverty line than the state average, signaling a need for 
an affordable housing for families. 
 
 
 

 
 
An overwhelming majority of impoverished families are single-mother families, our target 
demographic. 



 
 
The largest portion of very poor in Fitchburg are minors. Our development serves this group by 
providing affordable housing for them. 
 
 
 

 
 
The labor market in Fitchburg is strong. With an unemployment rate at 2.7%, finding jobs for 
future residents looks promising. 
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Affordable, Workforce Housing 
Along Kenseth Way, Katie Court and Route 12 in Cambridge, WI 

 
 

Executive Summary 
 
After in-depth research and financial analysis of land parcel number 061201305121 

located in Cambridge, WI, we have concluded that this site is not well suited for a workforce, or 
affordable housing project. Our conclusion can be explained by the lack of public transportation, 
the location of the site, restrictive clauses in the deed, and the financially infeasibility created by 
poor WHEDA scoring and high market rents. 

 
The lack of a public transportation system, paired with the fact that the site is not within 

walking distance of many employment, or daily necessities makes this site a challenge for a 
successful affordable housing development. Also, there is a clause in the deed for the land that 
states the land must be used for commercial purposes only. We attempted to combat that by 
placing retail space in the ground floor of our development, but unfortunately, even if we can 
bypass that, the financials of the project are problematic.  
 
 The financials are largely based off the commercial rent we would receive. In our project, 
we predicted a rent of only $1.33 per square foot, which is not a lot. If the rent were even 60 
cents greater, the gross profit would increase by over $100,000. However, due to the population 
of Cambridge, we think it would be hard to find tenants to fill the space. Without the retail rent, 
this project would not be feasible. We would need TIF financing and our site is not currently in a 
TID district. Lastly, our LIHTC self-scoring produced a score of 199, which is just below the 
previous year’s score of 206 that applicants got to get the 9% tax credit. Given our site only 
scored that many, we believe it is too close of a margin to go forward with the project since we 
might not end up getting LIHTC. A 4% tax credit would make the project entirely unfeasible, so 
getting the 9% tax credit is the only option of successfully financing the project. 
 
 

Section 1 
 

We the J.B.E.C. Development Company have decided to construct an affordable housing 
project in the village of Cambridge, Wisconsin. Cambridge is a small town about 20 miles 
outside of Downtown Madison that lies mainly within Dane County, but also within Jefferson 
County. It is home to about 1,500 people, 10% of which live below the poverty line. We have 
chosen to target the low-income family demographic because 20% of students enrolled in the 
school district are deemed economically disadvantaged. Our project will include 50 units and of 
those 15 will be for households in the community that obtain a wage that is 30% of the median 
income. We chose to only allocate 15 units to 30% because those tenants are most likely to need 
additional services such as job placement, financial advising, child support, etc. and we want to 
make sure that we have enough resources to help all of our residents. Limiting the amount of 
people enrolled in our services will also allow for our case managers to pay close attention to 
each resident and help them to achieve their goals and to be successful. The rent for these 
apartments would be targeted at $511.25/month for a two-bedroom apartment and $575/month 



for a three-bedroom apartment. An additional 13 units will be reserved and priced for families, or 
individuals that obtain incomes that are 50% of the median income in Cambridge. The rents of 
these apartments will be $746.25/month for a one bedroom apartment and $852.50/month for a 
two-bedroom apartment. The remaining 22 units will be priced at market rents, which are as 
follows: $813/month for a one bedroom apartment, $964/month for a two-bedroom apartment 
and $1342/month for a three-bedroom apartment.  

 
 

Section 2 
 

The site that we are planning to construct our project on is currently an empty, privately-
owned lot priced at $193,100. It is located on a triangle of land between Kenseth Way, Katie 
Court and route 12, and is surrounded by the open fields of a winery and down the road from a 
park and a subdivision. The Village of Cambridge is a generally spread out town, with a few 
subdivisions that provide the majority of the housing. Our location is easily accessible by car 
since it is so close to route 12, but unfortunately is a little too far away from the town to be 
pedestrian friendly. The area also lacks a public transportation system, so commuting to work 
and school may be difficult for families that do not have access to cars. There are some unskilled 
job opportunities in the area at the local grocery store, gas stations, restaurants, etc. but even 
those are not within walking distance.  Most people working in skilled jobs, or office jobs, 
commute to Downtown Madison, which is about a 25-minute drive. The crime rate in the area is 
very low and almost non-existent. This is good since we are targeting low income families; we 
want our site to be in a safe area for the children to play after school.  

 
There are a few challenges that pose issues for development. The first of those issues is 

that there is a restrictive covenant in the deed for the land, stating that the land must be used for 
commercial purposes only. The second challenge is the lack of public transportation in the area. 
The fact that our lot is further away from schools and the village center, does not help to achieve 
points for our WHEDA scoring. We have come up with an idea that would combat some of these 
negative externalities of the site. Due to the fact that the land is supposed to be used for 
commercial purposes and not residential, we feel that building space in the ground floor of the 
complex for a grocery store, daycare center and clinic would help us to negotiate with the seller. 
The presence of the retail space in the housing complex would also provide positive economic 
development in the area. Last year, Cambridge saw a job growth rate of -8%. This development 
would provide jobs to the community, as well as the residents of the complex. The rent that the 
retailers will pay for the space will also allow us to price the affordable apartments lower, 
benefiting the residents of those apartments financially. The retail space would also help solve 
part of the transportation problem. Residents would be able to grocery shop for their families and 
even find employment in the store without needing additional transportation. The day care would 
provide valuable assistance to working parents with children not yet old enough to go to school 
and the health clinic would eliminate the need to travel to a doctor's office, as well as increase 
incentive to see a doctor through convenience. To address the fact that some residents will still 
need to commute, we would like to work with the village to figure out an alternative method of 
transportation for our residents. This would either be through a ridesharing program, a B-cycle 
system, or something similar. Due to the fact that our lot is right by a subdivision as well, there is 
most likely a school bus system that passes by our lot and upon the children’s enrollment in 



school, would be able to take the children living in our development to and from school. Creating 
these types of services for our residents and the community would also help us to achieve points 
towards our WHEDA scoring and offset the points not obtained because of location.  

 
Section 3 

 
Our capital budget is $9,429,224 including site acquisition cost, parking, developer fees 

and soft costs. We will still need a loan amount of $5,224,429.27, after tax credit, equity, total 
potential TIF financing (9%) and a city grant, the loan to cost or LTV ratio is 70%. The APR is 
5%. The loan term is 30 years, fully amortizing, and compounded monthly. So, our monthly 
payment for the loan is $28,045.87. The origination fees will be 1.25% of the loan commitment 
amount, which is $65,305.37. The loan structuring fee is half of the origination fees, which is 
$32,652.685. Also, we will need to pay application fees. Since our project has more than 25 
units, we need to pay a $500 application fee as well. 

 
The second possible situation is that our application of TIF financing fails, and we then 

will need a WHEDA loan amount of $5,178,721.51 after tax credit equity and city grant. Thus, 
we have a higher LTV ratio of 80%, a higher APR of 5%, and a higher loan origination fee and 
loan structuring fee of $64,734.02 and $32,367.01 respectively. The new monthly payment will 
be $34,482.09, and the application fee is still $500.  

 
The last situation is if we fail to get a city grant of $1,555,822, we need an 80% LTV 

ratio WHEDA loan of $6,423,379.05. The loan term, application fee and the loan rate will be the 
same as in the second case. But since the loan amount has changed, the new loan origination fee 
and loan structuring fee will be $80,292.24 and $40,146.12 respectively. Therefore, our new 
monthly payment will be $34,482.09.  

 
As long as the interest rate does not exceed 5%, our project should be feasible. 

 
 

Section 4 
 

 For the project to be feasible, we will need a number of financial resources including a 
9% tax credit from WHEDA, TIF financing, and a city grant. The following paragraphs will 
explain why each fund source is essential to building workforce housing in Cambridge. 
 
 In order to get this funding, WHEDA has a scoring sheet breaking down the different 
categories and how to earn points. In general, the higher the project scores, the more likely that 
the project receives the funding. The 9% tax credit is also extremely competitive, so it is 
important that our project scores as many points as possible. The scoring is broken down into 
thirteen different sections, with the first being lower income areas. Unfortunately, our parcel of 
land isn’t located in a QCT that has a community redevelopment plan, nor in federally 
designated tribal lands. For this section, we would receive 0 points. The second section is energy 
efficiency and sustainability. For our project, we decided to make the building LEED certified. 
With the project being certified, we would receive 20 points for that alone. This will also raise 
our soft costs by about $150,000 and add 2% to hard costs. Our site has a very poor walking 



score and Cambridge has no public transportation, so we can’t get any points for these two 
subsections. Our building will also have a no smoking policy stated in the lease. This will get us 
4 points and bring our combined total for this section to 24. The next section is the mixed income 
incentive. This gives the project points for having market rate units in the building. 44% of the 
units will be market rate giving us the full 12 points.  
 

The next section involves serving large families. Although our project will have 20% of 
the units as three bedrooms, we would need to have private ground level entrances to each unit. 
Given that we need commercial space on the first floor to make the project feasible, we can’t 
have these entrances so we won’t receive any points for that section.  

 
The next section, which serves the lowest income residents will be our biggest scoring 

section. 30% of the units will be reserved for individuals or families that make 30% of the Dane 
County median income while 26% will be reserved for 50% of the median income. This will 
give us 60 points from this section. The Integrated supportive housing will also give us points as 
we will incorporate a daycare and clinic into our facility giving us 20 points from this section. 
Universal design will give us 18 points. We have to include features such as automatic door 
openers, handrails in hallways, interior doors complying with section 1003.5, easily accessible 
garbage disposal switches and windows, low carpets, thermostats under 48” from the ground, 
and a few other features. To get points in the financial participation section, we will have to 
receive funding from a city grant and TIF. If we are able to successfully get a 6% city grant of 
total cost ($565,753), and a TIF financing amount of $1,004,108 then we will obtain the maximal 
amount of points for this section, which is 25.  

 
The credit usage section is based off how much credit is required for each low-income 

unit to make it feasible. In our case that number amounts to $14,274 per unit. We will receive 13 
points from this section.  Our development team is inexperienced and we also won’t score any 
points for readiness to proceed because our parcel has the wrong zoning in place currently. Our 
last section, we hope to score points in is opportunity zones. Our parcel of land is located near a 
top 25% school in the state, and a grocery store. Based off our unemployment tract and median 
income tract, we will also receive points for that. This section gives us 13 points.  

 
The total score we hope to get is 185 points. We believe this is right within the 

competitive range to receive the 9% tax credit. 
 
 In the city of Cambridge, they only allow a project to take out a maximum of 75% of 
increased property tax increment. In our case that surmounts to $1,004,108. An important thing 
to note about TIF is that it won’t be given us the property provides some commercial value, 
which is why we decided to put a small grocery store on the first floor of our building. Since our 
parcel of land is located on the outskirts of the town, we aren’t currently in a Tax Incremental 
District. We would have to apply and persuade the municipality that this is a good idea. Through 
our research, we found the town was expanding out and around our site. This would be good in 
helping our case because we think this will become an increasingly popular site for Cambridge 
residents and others to drive past. It is also just off the main highway going towards Madison, 
which is where a lot of people work at, therefore increasing the traffic going by. All these factors 
will make it beneficial for other commercial businesses to start moving into this TID as well. TIF 



funding would also help us score points in financial participation as stated above. Every point is 
crucial in order to get the LIHTC. 
 
 Lastly, we will require a city grant of $471,461, which is 5% of total costs. This will also 
give us points in the final participation section. Given that our parcel could bring jobs to an area 
that is currently under economic duress given its negative job growth, we think the Cambridge 
municipality would support our project.  
 
 All three of these sources of funding are vital to the feasibility of the project. Our margins 
are very thin considering the estimated profit from the front door model is only $2,388. A 
rejection of any one of these funds would make the project unfeasible. 

 
 

Section 5 
 

As mentioned before in section one, we plan to provide services to our residents earning 
30% of the village median income. Those services include mental health counseling through the 
clinic located in the ground floor of the building, financial planning and job placement. The 
financial planning and job placement services that we will offer will be carried out by the onsite 
case manager. The daycare center onsite will also provide childcare for children whose parents 
work long hours and cannot be at home when they get home from school. The daycare center 
will provide a constructive and advantageous environment for neighborhood children to get 
ahead in school, make friends and learn new skills.  

 
Additionally, there are childcare and financial services in the surrounding area already, 

but those services aid the residents of Cambridge who are earning at, or above the median 
income and can afford to pay for them. The services that we will introduce to our residents will 
be more affordable and tailored to the needs of households who earn less than the median 
income. 

 
Section 6 

 
As previously stated in section 4, a lot of funds need to go into the project given that our 

rent is well below market rate to make it economically feasible for low-income individuals. 
Without one of our three main sources, it would be very difficult to make the project feasible. To 
show this, I constructed three financial models, one with TIF, one without TIF, and one without 
LIHTC. 

As stated in section four, TIF financing is important for scoring in the financial 
participation section to get LIHTC. No TIF could hurt our chances of getting LIHTC. Without 
TIF, we would have to have an 80% LTV ratio. That is relatively big and could raise our interest 
rate of 5% currently because the bank would be taking on more risk. We would also have to get a 
city grant of about $1,555,000, which is 16.5% of total costs. This is a lot to ask from a city such 
as Cambridge as the town isn’t very big. Their tax flow wouldn’t be as great compared to towns 
such as Madison making it hard for them to commit a high amount of funds to our project. The 
estimated profit with this structure is $4,957. 



Without a city grant, the project is entirely not feasible. With an 80% LTV ratio, maximal 
TIF financing, and the maximum amount of LIHTC ($1,400,000), we would have an estimated 
loss of about $26,000. The city grant also gives us points towards LIHTC in financial 
participation and credit usage. This would make our credit usage larger giving us less points for 
that section and it would also decrease our points for financial participation because we would be 
receiving less city funding. The city grant is very important in making this project feasible. 

 
Lastly without LIHTC, we would need a huge city grant to make the project feasible and 

need about $1,720,000. The odds of Cambridge giving us that type of a grant seems 
unreasonable from their end and most likely, they wouldn’t do it. This is even with maximum 
TIF money and an 80% LTV. This would give us an expected profit of $2,206. 

 
With all three sources, our current model works the best giving us a projected profit of 

$2,388. We would use all of the TIF financing ($1,004,108), $1,282,374 from LIHTC, and 
$471,461 from a city grant. The total loan value would be 80% LTV ($6,140,310). This would 
be the most feasible and also give us the best chance of receiving LIHTC. The Dane county 
vacancy rate was under 5% last quarter according to MGE. To be safe, we made the vacancy rate 
5% since Cambridge is a smaller city and we don’t think the rate would be quite as low. We also 
decided not to include underground parking because of how expensive it is at $15,000 a spot and 
most low-income individuals don’t own cars. With this current structure, equity investors would 
also receive an 8% return.  

 
Finally, the site parcel is a very weird triangle shape with setback rules at 25 feet, so it 

would be difficult to get an adequate amount of parking. Most people also drive if they have to 
get anywhere, including work. I don’t know if there would be enough employment available in 
the city for the low-income residents. If they couldn’t find work, this could also increase our bad 
debt expense, which is currently at 3%. The owner of the lot has also put a restrictive covenant in 
the deed stating the parcel of land can only be used for commercial, so we would have to get that 
changed as well. If we were able to get all these funds and found ways around the current 
restrictions on the site, I believe our project could be feasible. 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
Overtime, as the city grows, both rents could increase and the grocery store could make 

our apartment complex an attractive place to live since they could just go downstairs to get food. 



This could increase the rent for the market rate apartments and commercial tenants. Investors 
could start receiving more return overtime making this a good investment. 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
This above chart shows that market rate units do make up 49% of the units in our 

building. If rent does increase because of an economic spurt in Cambridge, this could increase 
our rent revenue by a good amount if the area becomes more attractive to potential residents and 
economic growth starts occurring in Cambridge. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Section 7 
 

 
 

Map of Cambridge 
This photo shows a map of Cambridge along with all of the amenities the town has to offer. This 
is important for the residents who will need places to buy groceries, get medical care, and enjoy 
extracurricular activities. 
 

 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
 
 

 
Photo of vacant site 

This is a picture of our site in Cambridge that is currently vacant and right off of the 
highway, making it easily accessible. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

 
 

Drawings of The Edge 



 The above drawings show what our housing project could potentially look like. The 
building has a bottom floor with a clinic, daycare, and grocery store, and the top two floors are 
for residents. The other pictures are of the 1 bedroom, 2 bedroom, and 3 bedroom floor plans. 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

 
 

 
Steps for Housing Assistance 

 This graphic was created to show the steps one would need to take in order to obtain 
housing assistance in Dane County. This is important for our project because we need housing 
assistance in order to make our property feasible. 
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Demographics 
 The above charts show the demographics of Cambridge, including our targeted 
population which is low income families. This would influence daily life for future residents of 
the property. This information was found on http://www.city-data.com/city/Cambridge-
Wisconsin.html. 
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Affordable senior housing
18 acre lot off of Highway 12/18, Town of Christiana

 Section 1: Brief introduction 
The target demographic  for our affordable housing development is low-income senior citizens. 
We are considering  a senior citizen to be an individual  65 and older. We chose to focus on this 
demographic  because of the steady growth of the group that is expected to occur over the 
coming years1.  Our housing  development is a 4-story affordable housing development 
containing  a total of 50 units with an area of 1,000 sq feet per unit. The opportunities for 
employment in surrounding  area area very limited, as our parcel is in a very rural location. There 
is a Shell gas station and Piggly Wiggly within 5 miles which would provide food for our 
residents but the closest large employer the local high school  just under a mile away. 
Otherwise, if residents are looking to continue working, a commute to Madison (22.2 mi away) 
may be the best option. All of the basic necessities (healthcare, food) are not within walking 
distance and would  require our residents to have a car or for us to provide them with 
transportation. With this in mind, our parcel of 18.6 acres in the Town of Christiana could 
provide  the only affordable housing option in the town. This development could help to serve a 
greatly underserved demographic, low-income residents in rural areas. Since our parcel is 
located in a rural area, the land prices are relatively cheap, with our property selling for $3,200 
per acre. 

Our mix of affordable housing units within our development will be 20 units at 30%CMI, 10 Units 
at 50%, CMI 20 units at market value. According to information provided by Dane County of 
Wisconsin, the Town of Christiana had a median income for a household at $56,042, and the 
median  income for a family was $60,673. Males had a median income of $34,821 versus 
$27,875 for females. Using the median income $31,348 (Average of Median of Males and 
Females in the county because our project is for the elderly, not families with children) 20 units 
at 30% of the CMI would have rents at $9404.4 per year and $783.7 per month.  10 units at 
50% of CMI would result in a monthly rent of $1306.17 per unit. The 20 remaining units would 
be at market value rents (which I calculated at 75% of CMI) would result in a monthly rent of 
$1,959.25 per month/unit. 



The basics of the financing for this project is that we will use a WHEDA grant (0.27% of 
construction cost), a HUD Grant for $2.5 million, tax credit equity at 60% of capital budget (9% 
LIHTC), a 80% loan to cost mortgage at 5.75% and a cash throw off required for equity at 
$21,755 without TIF. 
*(Other scenarios for the financing of this project described in section 6, as a $2.5 million dollar 
HUD grant may not be feasible to obtain) 

Section 2: Urban Economics 
Our parcel is located in the rural Town of Christiana, with a population of 1,313 and population 
density of 37.2/sq mile. It is located 22.2 miles East of Madison, in a small, quiet community with 
a very low crime rate, which would be desirable for our target population. Found within ⅓ of a 
mile from our parcel is a Piggly Wiggly and Shell Gas Station, which is about a ten minute walk. 
Further out, the town contains over ten restaurants, food pantry, multiple parks, a few churches, 
school system, public library, etc. Many of these places could be potential places of employment 
for the able senior citizens, but the openings are probably limited because of the town’s size. 
Due to this limitation, able tenants would potentially need to commute to surrounding towns. 
Unfortunately the town is not walkable, so tenants would need transportation to reach some 
necessary points of interest, including the nearest hospital, which is located in Fort Atkinson, 11 
miles away. There is no public transportation available in the Town of Christiana, so we would 
need to provide transportation at some point. 

When looking at this opportunity and comparing its strengths and weaknesses to 
WHEDA’s scoring, we see that this parcel meets most of the basic requirements. It serves an 
older, low-income population. Additionally, the land is bare, so the development can be 
designed to fit the needs of the elderly in an efficient and sustainable manner. It has low 
unemployment, and the project would progress the community economically and financially. It 



would do this because in order to be built and maintained it will require business to take place. It 
would increase the population as well as their annual local income and taxes. This project also 
qualifies for tax credits. We are not located in a TID, so would not be eligible for any TIF. 
Unfortunately it can’t really be defined as an opportunity zone because the average income is 
lower than the average income of Dane County and the town itself does not have a high need 
for affordable housing, but homeless elderly individuals from the surrounding areas could 
potentially move here. Furthermore, the tenants would not have access to multiple important 
places such as the hospital.  

Access Dane lists our parcel at a price of $3,200 for the open 18.9 acre lot. Having no 
public transportation could make this project much more expensive because we would need to 
find a way to provide the tenants with a way to get from place to place. This could be done by 
setting up a shuttle system.  

To make this project more feasible we need to provide some kind of transportation and 
speak with more people in the City of Christiana in regards to developing this plot of agricultural 
land. Since it is zoned for agricultural use, it presents us with multiple challenges when 
attempting to design an affordable housing project. We would need to get this parcel rezoned to 
make this a feasible project. If we can figure these fews things out, our project will be much 
more promising and could contribute to the fight against elderly homelessness. Also, if the town 
is further developed, this would be a wonderful place for an affordable housing development. If 
there were to be an affordable housing project in the Christiana it may be necessary to work 
with the local government to develop a more holistic city plan that makes the town more enticing 
for future renters. Providing more restaurants, office space, retail space, entertainment could 
achieve this.Providing a clinic in town could be greatly beneficial to the elderly that will rent from 
us as well. Christiana seems to currently be zoned as to uphold the integrity of the current 
culture of agriculture and farming. By changing zoning laws in multiple locations, our 50-unit 
low-income apartment complex could benefit greatly.  

Section 3: Loan Considerations 
To begin, we will not be using TIF as our parcel is not currently located in a TID. 
We chose to leave the loan amount as it previously was when applying TIF. TIF simply lowers 
the amount of upfront equity required from investors.  
David Ginger from WHEDA introduced two ways of loan financing: tax exempt bonds and 
commercial loans. Below is a screenshot of the loan options WHEDA offers. 



 
 
 
 

 
Moreover, Karyn and Chris from Cinnaire Lending also introduced a variety of commercial 
lending products such as predevelopment loans, short term loans for acquisition of affordable 
multifamily properties, permanent mortgage loans and bridge loans. The predevelopment loan, 
which is primarily for market studies, architectural plans, legal costs, has interest rates ranging 
from 4.0% to 6.5% with term from 6 to 18 months. Construction loans have a term of 18 to 
24-month term with approximately 4.28%-4.78% rates. Cinnaire’s permanent mortgage loan 
rate is 5.75%, 30 year loan. While we most likely will not be able to obtain a loan from Cinnare, 
a bank loan will be necessary to finance the project. 
After consideration of the different loan rates we could obtain, we decided to choose a 
permanent bank loan. A 30-year loan at 5.75% and 80% loan to cost gave us a loan amount of 
$1,657,509 and an annual debt service of $116,073. The loan amount does not change with the 
application of TIF. 
 
 

 
 
 
 
 
 
 
 
 



 
 
 
 

Section 4: Tax credits, city/county grants, TIF considerations 
We will also apply and use a 9% LIHTC as we meet criteria for some form of these tax credits.  
After doing a rough scoring of our project we came to a WHEDA scoring of 202/284 total points 
possible. This was being extremely generous with the scoring system. We most likely would not 
be able to stay competitive with other parcels applying for these tax credits but we may still 
qualify for a 4% tax credit. The development needs 120 points to be eligible for tax credits from 
WHEDA, and we believe that our parcel will at least meet this threshold. We are providing 
housing for low income residents (60 points), making our development energy efficient and 
sustainable (32 points), mixed income incentive by offering a mix of percentage of CMI units 
and market value units (12 points), serving a lower income area (5 points), use a universal 
design (18 points) so that our building will meet ADA requirements since we are serving the 
elderly,  and having financial participation (25 points). Our point total would be 152 without 
receiving points from the other WHEDA scoring categories that we could tailor our project to if 
needed. (Eventual ownership, rehab, credit usage) 
Our project may not receive points for the opportunity zone section as our average median 
income ($56,042) is not above the Dane County average median income.($65,202) 
 
Goals of LIHTC (WHEDA) 
1.Increase the supply of very low-income housing (at/below 50% CMI) 
2.Increase the supply of affordable housing with services, including housing for veterans 
3.Increase the supply of affordable housing for seniors 
4.Encourage housing development in areas of Economic Opportunity 
5.Coordinate housing development with community & economic development plans 
6.Efficient use of LIHTCs and reasonable cost containment 
7.Support the housing goals and objectives stated in the State of Wisconsin Consolidated Plan 
and the Plan to End Homelessness in Wisconsin 

Our project would directly serve the above goals of LIHTC and WHEDA. Offering a new supply 
of low-income and very low-income housing (rents at 30% and 50% of CMI), meets the first 
WHEDA’s goal. We will also supply affordable housing with services if we are able to coordinate 
low-cost or free public transportation to our residents. We will directly be increasing the supply 
of affordable housing for seniors, as this is our target demographic. One could argue that we are 
building our project in an area of economic  opportunity as there is plenty of cheap, raw land in 
Christiana. This housing development would also increase the town’s population, increasing the 
annual local income by stimulating growth and spending. Even though Christiana has a lower 
median income than the Dane County average, we still thought our parcel presents a great 
development opportunity due to its location and large potential for growth. It also may not be a 
fair to compare the town's median income to that of the whole county. Dane County’s median 
income includes the Madison Metropolitan area, which will naturally have higher earners than 
residents in an extremely rural area. Only 20 minutes from downtown Madison, this town could 
become a booming suburb of Madison if developed with that goal in mind. To do this we would 

 
 
 
 
 
 
 
 
 



 
 
 
 

coordinate our housing development with the community and economically plan to provide jobs 
to some of the seniors (at our apartment complex) who are still able to work. Using LIHTC is 
definitely reasonable for this project, as it makes rents far more appealing to the 50% and 30% 
of CMI residents. As discussed in our financial feasibility analysis (section 6), without the use of 
LIHTC and no TIF, the base rent required would increase significantly. Being a low-income 
housing project, we would directly meet the stated goals and objectives of the Plan to End 
Homelessness in Wisconsin. One goal of this initiative in Wisconsin is to “Provide support 
services for homeless households and households at risk of homelessness to enable them to 
access and maintain stable housing.” Our project would directly provide this greatly needed 
support.  
Furthermore, we would not apply for TIF at this time. We are not located in a TID, and there are 
no TID’s in the general area. It is not likely that our location would be chosen for a possible TID 
location because it is very rural area, with a very small population. The nearest TID is in 
Madison, which is located 20 miles away. Financing and feasibility would greatly benefit if we 
were able to create a TID for our property. (A process chart of how to apply for LIHTC from 
WHEDA is provided as exhibit 3 in the appendix. Also located in the appendix is a valuation 
calculation for LIHTC over the next 10 years.) 
 
If taking TIF into consideration, the amount will be accounted to equity as amount of 
$207,801 with 25 loan terms and 5.59% WACC at 50% of increment.  

 
 
 
 
WHEDA Grant 
“The Wisconsin Housing and Economic Development Authority (WHEDA) has announced that 
the WHEDA Foundation, Inc. is awarding $500,000 in housing grants to 29 special-needs 
housing providers throughout the state. These grants, awarded during the WHEDA 
Foundation’s annual Housing Grant Program competition, help housing providers build new 
facilities or make improvements to their existing facilities 
The annual Housing Grant Program competition is funded entirely by WHEDA reserves using 
no state tax dollars. Grants are awarded through WHEDA’s Housing Grant Program Fund to 
nonprofit agencies, local governments, and tribal authorities in Wisconsin, whose mission 
includes meeting the housing needs of the following:  low-income or disadvantaged populations 
including homeless persons, runaways, youth in out-of-home placement, alcohol or drug 
dependent persons, persons in need of protective services, domestic abuse victims, persons 

 
 
 
 
 
 
 
 
 



 
 
 
 

with developmental disabilities, low-income or frail elderly persons, persons with chronic mental 
illness, persons with physical disabilities, persons living with HIV disease, and individuals or 
families who do not have access to traditional or permanent housing. 
Awards to counties ranged from $2,120 to $25,000 in 2016, so I chose to apply a $25,000 grant 
to our base model as low-income housing is in high demand. 
 
 
HUD Grant 
 

 
We will also apply for the above grant from HUD for $2.5 million dollars. The ceiling for the loan 
is $2.5 million with a floor of $1 million dollars. While we would be hard pressed to qualify for the 
entire $2.5 m, we applied this amount in our base scenario to make our project more feasible. 
Subsequently, if the HUD grant does not work out I would suggest applying for Section 515 from 
the USDA-Rural Rental Housing Loans. Section 515 Rural Rental Housing Loans and 
mortgages are made by the USDA to provide affordable rental housing for very low-, low-, and 
moderate-income families, elderly persons, and persons with disabilities. This loan could be 
applied to our project due to the fact that we are providing lower income housing for for the 
elderly. The loans are 30 years at an effective 1 percent interest rate and are amortized over 50 
years. Applying for a loan that is essentially interest free would greatly help the financial 
feasibility of our development.  
 

 
 
 
 
 
 
 
 
 



 
 
 
 

Section 5: Affordable housing development consideration 
In the perspective of the developer, a weakness of our project could be the potential need to 
create access to water and electricity for the development. This would require minimal extra 
work as we are close to town and readily accessible resources. 
Another major weakness of our parcel is that it is not located in a TID, so we will not be able to 
use TIF in our financial analysis. We would need to apply to make our parcel a TID. Another 
weakness is how remote our parcel is to a CBD. It is a 30 min drive from downtown Madison, so 
our tenants would need some kind of transportation. Considering this is a low income 
demographic living in our building, they most likely will not be able to afford a car or parking at 
our facility. To solve this issue we suggest working with Dane County to provide a shuttle or bus 
service to transport our residents around the Town of Christiana and to Madison.  This will also 
help our WHEDA score by being more energy efficient and sustainable. Public transportation 
greatly decreases the carbon footprint of the residents living in our building as well. The 
implications of providing parking at our facilities can be see in section 6 below. 
The WHEDA scoring and LIHTC is cause for concern when financing this project. In 2017 
WHEDA reported that rural areas had a threshold of approximately 202 points needed to qualify 
for credits. As discussed below, this project is only financially feasible at this time if we applied 
LIHTC in addition to the debt and equity. 
Another issue that is clear is that a 50-unit apartment complex is not the best use of this land. 
Because this project had the constraint of a 50-unit maximum, we did not consider any 
scenarios of financing a larger project. I believe you could have a much larger development, and 
also still provide above-ground parking for the tenants on the almost 20 acres of raw land. 
Affordable housing in rural areas is a greatly undersupplied market in America, but our 
development could help in solving this issue. 
Another minor detail that is not specific to our project is that the cash flows on low-income 
housing developments are much riskier, as most of these tenants have a poor credit history. 
 
Section 6: Spatial feasibility analysis 
In our excel analysis the site acquisition cost was calculated as a sum of the land value 
(currently for sale at 3,200) and an additional 300 dollars to prepare the land for construction.  
Hard costs per square foot will be at $130.00 for the residential area and $95.00 for the hard 
costs per square foot common area. There will be no commercial area in our building, as our 
main goal is to provide affordable housing. If we were to provide 20,000 sq feet of commercial 
space commercial space at a cost of $75 psf our total construction budget to $9,870,000 instead 
of $8,220,000. We would need to take out a larger loan or apply for more government grants. 
Offering some kind of commercial space on the first floor like many of the student housing 
apartments do on campus could provide for additional cash flow and make our development 

 
 
 
 
 
 
 
 
 



 
 
 
 

more appealing to prospective renters. (Ex: Collectivo underneath the HUB) The hard costs for 
residential and common area put the total costs at $7.45 million. 
We will not be offering underground parking, as this seems like an excessive amenity for a 
low-income housing project. If we were to offer parking 50 units for $15,000 of cost per stall 
would increase the construction budget to $9,045,000 from $8,220,000. If we were to offer 
parking we could offer a parking lot above ground, especially because our parcel is very large 
and our apartment building will not take up the entire 18.6 acres of land. 
We left the cost to furnish the apartments at 45,000 as Tom Landgraf expressed that these 
costs were very miniscule. With soft costs being 10% of total hard costs the total soft costs 
calculated out to be $8.22 million. (Construction Budget) 
We left the developer fee to be at 12% of the construction budget as this is a common number 
used in practice. 
The total capital budget (site acquisition costs + construction budget + developer fee) is 
$9,381,400. 
For the net capital budget we applied the HUD grant $2.5m (see section 4) WHEDA grant $25m 
(see section 4)  and LIHTC (see section 4) for $4,878,514 or 60% of capital budget. 
The efficiency and tax rate credit rate were left at 20% and 85% respectively. 
 
Debt financing for this project is at 80% of loan to cost making a mortgage loan of $1,657,509. 
The loan fee was left at 1.25%. We chose to use a loan term of 30 years. As stated by 
Investopedia ,“The most popular residential mortgage product is the 30-year fixed-rate 
mortgage.” We used a loan rate (5.75%) recommended by our guest speaker Cinnare lending. 
This sums to a total annual debt service of $116,073. 
Equity financing has no TIF money and we lowered the required cash on cash return from 8% to 
5% with the rationale that equity investors must take into consideration that this is a low-income 
housing project that may not have a high return. Gross Equity required was $436,096 with 
equity throwback at $21,755. If low-income housing was less risky and more profitable there 
would not be such a large imbalance of supply and demand in the current market. 
Operating expenses were left at $3,000 PUPY for residential area and 0 for commercial space.  
The property tax rate in the Town of Christiana in 2016 was 1.47% and we left the cap rate at 
5%. 
The vacancy rate was changed to 98% or a 2% vacancy loss. We thought it should be this low 
due to the extremely high demand and overall low supply of current affordable housing options 
located in town. If the vacancy loss is changed to 5%, (no TIF),  the residential rent required 
would increase to $6.434/ sf/ year and a gross potential revenue of $321,712/year. With a 
vacancy of 5% the new target rents are exhibited below. 
 

 
 
 
 
 
 
 
 
 

https://www.investopedia.com/terms/f/fixed-rate_mortgage.asp
https://www.investopedia.com/terms/f/fixed-rate_mortgage.asp


 
 
 
 

 
 
Now applying TIF to our Model would naturally lower rents required to make the project feasible. 
Our parcel was not in a TID, so we do not qualify for TIF financing at this time. The only way to 
change this would be to get the local municipality change our area to a TID district. Applying 
TIF, the estimated property value with a market cap rate of 5% and a mill rate of 1.47%, is 
$1,969,676. The increment would come out to $28,907.19. Using a WACC approach we found 
the rate of borrowing to be 5.59% and a 25-year term at 50% of tax increment we applied 
$207,801 to the equity portion of the model. This lowered the cash throw off required from 
equity to $11,365 from $21,755. Clearly using TIF will lower the amount of equity required for 
the project and we were able to borrow for TIF at essentially the same rate we did on our debt, 
making it equally risky as our mortgage loan. (5.75% debt vs 5.59% TIF). All other inputs were 
left the same as the model without TIF. (construction costs, debt and total capital budget) 
With TIF the rents would be at $312.52, $341.66 and $804.25. Without TIF, rents would be at 
$315.64, $349.27 and $849.27. (All per unit per month) 
 

 
*(2% vacancy) 
 
 
5% vacancy-- At 5% vacancy (recommended per Professor Luque), applying TIF will make the 
rents more affordable as seen below.  
 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 



 
 
 
 

If we do not qualify for LIHTC and don’t receive TIF, the net capital budget increases to 
$6,856,400 from $2,071,886. ( We ran this scenario because our property will currently not 
qualify for TIF) 
We would need to increase our mortgage loan to $5,485,120 at 5.75% for 30 years with an 
annual debt service of $384,116. This is an increase from our current loan with tax credits and 
the two grants at $1,657,509 and debt service of $116,073. Gross cash equity required 
increased to $1,439,844 with $71,992 cash throwback required at 5%. (Previously $435,096 
gross required and $21,755 throw back at 5%). With an NOI of $456,108 and a building value of 
$7,049,587, 2% vacancy, 5% market cap, and 1.47% mill rate the required per unit rent annually 
is $732,932 or $14.479 psf. This is significantly greater than the (approx) $6.02/psf previously 
calculated with the LIHTC. (Flat rate/ without applying % of CMI rules).  
 
Another scenario I would like to discuss would be if we did not qualify for the HUD or WHEDA 
grants, and only qualified for a 4% LIHTC, no TIF, and 5% vacancy. This seems to be the most 
likely outcome for the financing of this project at this point in the time. This project would be far 
more feasible if we were able to get the parcel rezoned and also made into a TID. As you can 
observe below a possible mix of rents for our project (located in yellow cells)  
 

 
 
Below is a table showing the difference between the rents when the project qualifies for the 
HUD grant, WHEDA grant, and 9% LIHTC in comparison to the rents calculated with only the 
4% (less competitive) LIHTC applied to finance the project. 
 

   
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 



 
 
 
 

With no grants or LIHTC, only debt and equity financing, rents would increase significantly. 
The loan we take out would now be a $7,505,120 loan with an annual debt service of $525,574. 
(loan to cost still 80%, loan fee 1.25%, loan rate 5.75% and a loan term of 30 years) 
Gross equity cash required would increase to $1,970,094 with a cash throw off required for 
equity at $98,505. (5% return on equity) 
The NOI would now be $624,079 and have a flat required rent of $19.233/sf/year. Applying 
these rates you can see below the rents required at the different percentage of CMI units. In this 
scenario this project would not be feasible with the constraints of not exceeding the percentage 
of CMI thresholds that we have established. One solution to this could be to change the market 
value rate and have no constraints on those specific 10 units. Doing this we would have to 
greatly increase the 10-units market rates rent to $2,308.92. With the Town of Christiana 
already having a lower rate of rentals compared to the rest of the state, these price will be to 
high to entice residents at any percentage of CMI, as all of the other units are maxed out at 
exactly 30% and 50% of CMI. 
 

 
 
**entire table of different financial scenarios and rents located in appendix2 

 

 

 
 
 
Summary of Parcel:  
Pros: 

● Bare land, can design development to fit regulations and needs of tenants 
● Complete school system 
● In walking distance of a grocery store and gas station 
● Food pantry located in town 
● Town has great potential to be developed outward 
● 30 min from downtown Madison 
● Affordable housing for senior citizens greatly needed 
● Large piece of land, can be split up/sold to be used for more development 

Cons:  
● No public transportation 

 
 
 
 
 
 
 
 
 



● Nearest hospital is 11 miles away
● Tenants would need to cross highway to get to points of interest in walking distance
● Not in a TID
● Currently zoned for agricultural use
● Not walkable

Section 7: Report Visuals 

Photo representing  the location  of our parcel in regards  to other points of interest in the Town of Christiana. 



 
 
 
 

https://www.google.com/maps/d/edit?mid=1LwFNcF9-xEbQp0fIP5fwl2sNf0s&ll=42.949995198511694%2C-89.11477
050000002&z=11 
 

 
Photo illustrating  the roadside  view of our given  parcel. 

 
 
 
 
 
 
 
 
 

https://www.google.com/maps/d/edit?mid=1LwFNcF9-xEbQp0fIP5fwl2sNf0s&ll=42.949995198511694%2C-89.11477050000002&z=11
https://www.google.com/maps/d/edit?mid=1LwFNcF9-xEbQp0fIP5fwl2sNf0s&ll=42.949995198511694%2C-89.11477050000002&z=11


 
 
 
 

 
Photo illustrating  the open, undeveloped  piece of land being  considered  for an affordable  housing  development. 

 
 
 
 
 
 
 
 
 



 
 
 
 

 
Photo of another roadside  view of our potential  development  ground. 

 

 
 
 
 
 
 
 
 
 



Architectural  rendering  of our potential  affordable  housing  project. 



 
 
 
 

 
 
 
 
 
 
 
 
 



 
 
 
 

 
Above photos displaying  two potential  interior layouts for our units 

 
 

 
 
 
 
 
 
 
 
 



 
 
 
 

 
Photo illustrating  the ongoing  problem  of homeless elderly  in the City of Madison  and Dane  County 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 



Housing Assistance - Dane County 
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Bridging The Gap In Cambridge 
Highway 12 and Jefferson St., Village of Cambridge, WI 

 
 

Section 1 – Brief introduction  
 

We are seeking to create a mixed affordable housing complex that meets the demands 
of the site owners, local population, WHEDA regulations, Village of Cambridge, and those most 
in need in Cambridge, WI. Our site location is on the corner of Highway 12 and Jefferson St. 
extending westward on the northwest side of the Village of Cambridge. We are proposing a 50 
unit mixed complex with 25 units being affordable housing at income of $19,039 (30% AMI) and 
25 units at $63,466 (AMI). Our target population consists of a combination of low-income 
couples and families of 3-4 mixed with more moderate-income families. The room allocations 
will include 10 1-bedrooms at 703 sqft, 25 2-bedrooms at 982 sqft, and 15 3-bedrooms at 1272 
sqft, resulting in 51,000 sq ft for residential and 5,000 sq ft for a recreation area. This comprises 
only a small portion of the total parcel of 1,110,780 sq ft (24.4 acres at 43,560 sqft/acre). As 
referenced, out target population will be largely couples and families of 3-4 at 30% AMI. From a 
urban economics standpoint, this site has access to amenities, aid resources, and community 
engagement opportunities. From our financial feasibility analysis, we determined an affordable 
target rent of $472/month and market rent at $1,272/month. We estimate hard costs at 
$150,000-$200,000 per unit and soft costs at $700,000-$815,000. See Section 6 for more 
details. 

Section 2 – Urban Economics  
 

In terms of the urban economics of this site, it is ideal for a mixed affordable housing 
development for numerous reasons. First, the land cost is extremely affordable at only $55,000 
for 24.4 acres putting the cost per square foot at a remarkable $0.05. Even though this cost 
seems too low, it was provided by Access Dane and confirmed by Frederick Merg, the site 
owner. This provides a great foundation enabling us to construct low-income housing at an 
affordable rent. In terms of basic demographics of the surrounding community, the population is 
1,509 with a density of 950/square mile. Cambridge has a less diverse population than Madison 
at 96.2% white, 1.7% African American, and 2.1% Hispanic. Even though the median age is 
only 45.6, Cambridge has a high percentage of senior citizens with 18.9% age 65+ versus 9.4% 
in Madison. Looking at unemployment, Cambridge is actually doing quite well at 2.0% 
unemployment relative to the Wisconsin average of 4.9%. However, the poverty rate in 
Cambridge is at 7.8% and rising due to a spillover of impoverished citizens from the Madison 
area, highlighting the importance of providing housing for those who are still employed but have 
incomes at or below 30% AMI. 
 

Looking at the dynamics of the economic demand side in Cambridge reveals a need for 
a rentable affordable housing complex. On the aggregate, Cambridge households have a higher 
income at $63,466 versus $52,250 in Madison, However, breaking down this aggregated figure 
reveals a more dire situation. The median income of an owner-occupied household in 
Cambridge is $83,214 versus $67,186 in Madison while these figures are $23,750 for 
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Cambridge and $30,207 for Madison across renter occupied households. These dynamics 
naturally lead to 56% of renter households in Cambridge being cost burdened (30% AMI) versus 
only 32.8% in Madison. This divide shows a pressing need for rental household assistance in 
Cambridge, which our development seeks to provide. This data is backed up by an interview we 
had with an employee at Our House, a local senior home, who is also on the Cambridge Board. 
She mentioned how the housing demand for Cambridge has really shifted to low-income 
couples, often families with kids. In fact, Greenvale Partners, an old assisted living home, has 
been partially converted into low-income housing units due to increased demand. In addition, 
she mentioned that multiple (4-6) low-income families were being forced to live in the Village 
Motel because there is no housing in Cambridge that they can afford. From her position on the 
board, she believes that this is just the beginning of people moving out to Cambridge as rental 
housing in Madison becomes more expensive. This interview was a key factor in understanding 
our target population from a demand standpoint. 
 

The next key issue for assessing the community surrounding our site is looking at the 
housing supply in Cambridge. Despite the clear demand for low-income affordable housing, 
construction and housing supply do not seem to have responded. First of all, property is 
cheaper in Cambridge with 9.3% of households at AMI being able to afford rental units where 
only 5.4% can in Madison. More specifically, the median contract rent in Cambridge is $609, 
significantly lower than the $768 of Madison. Even with these relatively favorable conditions for 
affordable housing, permit allocations and construction have not responded with 100% of 
building permits in Cambridge going to single family units while 77.4% of building permits in 
Madison went to units of 5+ multifamily structures. This lack of newly constructed multifamily 
complexes presents issues for affordable housing availability if property values are rising on 
single-family complexes due to a moderately low vacancy rate of roughly 4%. 
 

The resources and opportunities across Cambridge also make this development a great 
opportunity for low-income citizens, particularly couples and families. First, there are a variety of 
basic amenities nearby including a grocery store, pharmacy, medical center, and school system 
including daycare and K-12 institutions. There are a wide variety of possible employment 
opportunities for residents including restaurants, hotels, gas stations, repair shops, banks, and 
various small businesses. The community also has a diversity of public resources including a 
food pantry, community pool and activity center, and variety of parks. The proximity of many 
resources, amenities, and employment opportunities helps alleviate many of the disadvantages 
brought on by a lack of public transport infrastructure, the main community weakness. 
Designated transport for academic and medical purposes can be setup through collaboration 
with school board and nearby hospital, respectively. Supplemental weaknesses of the site 
include its location right by the highway, having 7 acres zoned for marshland, and being a half 
mile away from the village center and schools. However, these weaknesses are minor when 
compared to the cost and location assets of the site. 
 

Lastly, to determine if this site will provide a good input for our financial feasibility model, 
it is key to look at how it scores according to the criteria of both the Village of Cambridge TIF 
Assistance and WHEDA’s LIHTC programs. For TIF assistance in the Village of Cambridge, our 
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site scored the necessary 50 points, meeting the criteria of being an affordable housing 
development (10), increasing employee supply for low-wage local businesses (15), providing 
direct benefit to distressed areas (5), quality of development beyond zoning ordinances (5), and 
presence of notable development costs (15). Considerable demand exists from the village for 
retail investment and expansion that could be pursued using the rest of the parcel space given 
our small usage. Looking at WHEDA’s LIHTC scoring (Score~156), our site meets the majority 
of qualifications including mixed housing, low-income residents, and being an Opportunity Zone, 
meaning that the surrounding community is relatively high income, low unemployment, and 
possesses a strong need for affordable housing. The met scoring qualifications of our site, along 
with potential for commercial growth, provide a strong argument, if brought to the Village of 
Cambridge, to get a TID district extended to our site, enabling us to access TIF. 
 

Overall, affordable land cost, theoretically meeting the Village of Cambridge’s TIF and 
WHEDA’s LIHTC criteria, community demand, an underutilized market of multi-family 
complexes, a proximity to key resources and amenities, and local employment opportunities 
enable us to offer an affordable aggregate rent of $472 per month while encouraging upward 
socioeconomic mobility for residents. 
 

Section 3: Loan Considerations 
 

 To complete this project several loans must be acquired, including a predevelopment 
loan, an acquisition loan and a WHEDA construction loan. A predevelopment loan is a 
unsecured loan that will cover architectural plans and legal costs required for the pre-
development phase of the project. This loan will be valued at $100,000 and will last for six 
months with an interest rate ranging from 4 to 6.5% due to the smaller nature of the 
development project. An Acquisition loan for the amount of $465,000 will be used to help outset 
the $550,000 purchasing cost of the property. The loan will last 24 months at an interest rate 
between 4% and 8.5%, with the loan to cost ratio being .85:1.  Before entering the construction 
phase of our project a WHEDA Construction Plus Loan will be acquired at a rate of 4.25%-4.5% 
for a term of thirty-six months. This loan will have a LTC of 90% and a LTV of 85%. In order to 
get this loan we will spend $500 on the application fee and pay a $15,000 documentation fee. 
Overall the total amount in loans that we will need to receive is  $7,261,394.69 which will cover 
a large amount of the total costs ($8,542,817) which will be needed to complete this 
development. 

Section 4: Tax Credits, Grants, TIF Considerations 
 

For this project we will be applying for the 4% LIHTC through WHEDA since these are 
preferred for a mixed-income housing development rather than the more competitive 9% Tax 
Credit which is used for developments that have a higher percentage of affordable units than 
the 50% affordable we aim to provide. We did a self-scoring assessment based on WHEDA’s 
scoring system and received around 156 out of 284. This puts our development over the 
threshold of 120 to receive some allocation, but not enough to compete with other development 
projects at the 9% level. Some of our strong parts with the WHEDA scoring are Serves Lowest-
Income Residents, Opportunity Zones, and Serves Large Families. Our lowest scoring parts 
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were comprised of the Universal Design and Readiness to Proceed sections. The Readiness to 
Proceed section hurt us because our land is currently zoned as Agricultural and Commercial as 
well as our parcel having some marshes on the land. To find our LIHTC equity we used the 
equation given in David Ginger’s presentation as well as Tom Landgraf’s Excel file, we should 
be expecting roughly $3,722,629.00 in Tax Credit equity. The housing project should also not 
expect any grants from the Village as well, unfortunately. It doesn't seem like the Village’s 
budget or past allocations for city grants would have any room for this and if there was some 
money to be allocated to a new affordable housing project, it would be a few thousand dollars 
only. The Village budget in 2015 was just under $1 million. Dane County however usually 
announces affordable housing grants every year that total around $2 million. Those who are 
awarded a grant usually receive $100,000 - $500,000 in assistance, we will request for 
$350,000.00 which is about 4% of our total capital budget. Our parcel is not located within the 
Village of Cambridge’s designated TID. However, If we had some lobbying with the Village to 
convince them of having our parcel within a TID or creating a TID for our parcel, we can receive 
anywhere from $200,000 to $1 million in TIF assistance based upon our property value. We 
believe obtaining this TID is possible due to the large size of our parcel and corresponding 
potential for commercial and retail development supplemental to our complex, something that 
the village greatly values. In total we received $4,072,629.00 in LIHTC equity funding and a 
county grant. 

 
Section 5: Affordable Housing Development Considerations 

 
There many considerations developers and managers need to account for when starting 

an affordable housing development. In lecture, Tom Landgraf made an extremely important 
point when he said that, “A person’s life expectancy depends more on their zip code then on 
their DNA.” This quote has major implications regarding the location of our affordable housing 
development. Our site sits in of the highest median income areas of Madison, with the median 
household income being $63,466. By developing our affordable housing in this area, we are 
providing those who were once homeless with a home in a community that is established and 
provides access to a variety of employment opportunities. Since our development is located in a 
higher income area, the school district is better funded, providing children with a great 
education.  

 
It is essential to consider certain risks that may impact the project’s projected cash flows. 

Both the length of the tax increment loan (10-15 years) and the interest rate that the city 
borrows at are crucial determinants of the time value of money of future cash flows. Another risk 
to consider is that our property is currently located in the Village of Cambridge while the 
surrounding parcels are part of the city of Madison. In order to increase the land value of our 
property, a petition for annexation to the City of Madison would be beneficial. Our research gave 
us confidence that we would be able to successfully annex, since 95% of annexations in 
Madison are accepted. We expect our site to attract low-income families due to the affordability 
of the housing, the accessibility to education and jobs, as well as the welcoming nature of the 
neighborhood.  
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Finally, we need to consider the consequences of a lack of linkages to our development. 
The nearest grocery store, health clinic, employment opportunities and transit are all located 
within a mile from our parcels, but we provide limited access to public transportation, which may 
cause tenants to want to find other affordable housing in more urban areas. When it comes to 
scoring our site in terms of receiving funding, the lack of access to public transportation is 
something that we must be prepared to argue against, as it could harm our chances. 
 

 
Section 6: Spatial Feasibility Analysis 

 
The development site is a 25.5  acre site located in the Village of Cambridge. The parcel 

is currently vacant, and zoned Agriculture. The land is flat, and surrounded by residential 
neighborhoods. The site costs were calculated using the USDA numbers from a 2017 report. 
The report noted that average fair market value of agricultural land in Wisconsin is $5,200 per 
acre. Access Dane indicates that our site is 25.5 acres, which equates to a land cost of $55,00. 
While we believe that a plot of this size should have a higher price given its location, in talking to 
the owners of the site as well as finding our listing via multiple city resources, we were assured 
the listed price was accurate.  
 

After visiting the site and having the opportunity to speak with residents of Cambridge, it 
is apparent that they are ready and willing to add this new housing to their neighborhood. While 
the community is small, residents are aware of the homelessness problem that exists in 
Madison and want to do their part to help families in need.  
 

As far as proximity to amenities such as public transportation and employment, our site 
is semi-ideal. While access to public transportation is limited, out site is less than a mile away 
from the Village center, where a variety of job opportunities exist. The 4% vacancy rate used in 
the analysis is a conservative assumption, as David Ginger mentioned that actual vacancy can 
be expected to be 1-4%. With a Net Capital Budget of $4,561,316 and a loan to cost value of 
85%, we find our total Mortgage Loan to be $3,877,118.92.  
 

David Ginger stated in his presentation that hard costs are roughly $150,000-$200,000 
per unit. Since we are choosing to build a normal affordable housing complex, we expect our 
hard costs to fall in this window. Mr. Landgraf’s Excel model states that commercial space has 
operating expenses of $3.75/psf/year. Although we do not have any commercial space, we do 
plan to have 5,000 square feet of common area. We are assuming operating expenses of 
$3.00/psf/year for our common area, due to the nature of common area being less extensive 
than typical commercial space. We discussed in class that soft costs are expected to be 
$700,000-815,000.  
 

The financing structure of our development project is weighted heavily towards the 
LIHTC tax credits available. Our LIHTC funding makes up 50% of the total project cost. We are 
unable to obtain a larger amount because our site narrowly meets the required specifications, 
as well as the fact that only 50% of our units are affordable. We chose not to include market-



6 
 

rate units because we didn’t see a large demand for market-rate in this location and with the 
low-income demographic of the building.  
 

The median annual household income in the Madison MSA is approximately $52,550. In 
order to meet LIHTC regulations, the low-income class would be 50% of that number, which is 
$26,275. As of now, our plan is to provide a 50 unit complex with 25 units being affordable 
housing at $19,039 and 25 units at $63,466. This would bring our rents to $472/month for our 
affordable units and $1,272 for our normal units. At this target rent, and with our financing 
considerations, this is a feasible and exciting project to pursue development on.  
 

Section 7-Part 1: Map of Site Area 

 
The orange house icon represents our site. 
https://www.google.com/maps/d/u/0/edit?hl=en&mid=1Kk648ZTChh2WiM5Fk6S2cw4ZXGc&ll=
43.00829774706244%2C-89.02188423562012&z=15 
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Section 7-Part 2: 

 
Left: View of site coming into Cambridge from Highway 12.  
Right: Looking back on our site from the start of the village. 

 
 

Section 7-Part 3- Complex Models: 
 
 

Property Overview:  Dimensions: 470 ft by 250 ft 
Total Square Ft: 117,500 sq ft 
Property is designed to provide close parking to each 
unit without reducing curb appeal. There is also a 
small guest parking lot for guests of residents, any 
maintenance workers, and for those touring the 
development. The recreational facility is located in the 
center of the development and paths will be put in 
leading from every unit the the parking lots and to the 
recreation building. Much of the property will be left 
open as green space to be used for recreation by the 
residents of the facility and the increase the property's 
curb appeal.  
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Property Street View: Property Street View: The units are organized in a townhouse style to 
encourage interaction between neighbors and encourage residents to spend time using the 
development’s many outside facilities. 

 
 
 
Individual Family Unit Exterior: Units have large windows to 
provide as much natural sunlight as possible into the homes.  
 
 
 
 
 
 

 
 
Rental Office and Recreation 
Building Exterior: Recreation 
Building provides a meeting and 
recreational area for all residents 
which will help foster inter 
community relations and pride.  
 
 

 
 
Outdoor Recreation Space: Available for to encourage healthy recreational entertainment for 
the children living in the development, and to foster community. 
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Unit Layouts (1-3 bedrooms): 
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Section 7-Part 4:  
 

 
Left: This picture perfectly encapsulates what we originally perceived to be our target population 
versus our actual target population. In the foreground is a picture of a retirement community 
which, along with senior homes, are plentiful in Cambridge. In the background lies the Village 
Motel, where multiple middle-aged low-income couples and families are living because there is 
no low-income affordable housing in village. These structures are located right across Highway 
12 from our site. 
 
Right: A snapshot of Greenvale Apartments, originally a senior living home that has been 
largely converted to low-income housing because of the increased demand in the area. 
Practically no vacancy and many applicants are interested (Source- Our House Senior Home 
Employee) 
 
Reference to Part 1 of Section 7: The interactive map that is linked in part 1 of section 7 
further highlights many of the issues specific to affordable housing development in the Village of 
Cambridge, notably the lack of public transportation hubs nearby outside of school bus systems. 
A solution to this could be found through collaborating with the Village to focus employment 
growth and small business investment within Cambridge itself. Potential for collaboration with 
First Student on transport alternatives. 
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Section 7- Part 5: - Steps required to obtain housing assistance 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This graphic was produced by one of our team members based upon information from the 
WHEDA website. This process of applying usually takes about 6 months and the application can 

be submitted and are reviewed whenever throughout the year unlike with the 9% Tax Credit 
which is accepted until December. 
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Section 7-Part 6: 

 
 
 

When it comes to Renter Households (Less than 30% AMI) Cost Burden, the village of 
Cambridge is finds itself at 56%, which is 23% higher than all of Dane county, which sits at 
32.8%. Currently, Cambridge only offers a minimal amount of affordable housing to those in 
need, as the graphic above shows. With over half the renter population burdened by cost, the 
location of our site could not be more ideal. Our site is perfect for the town because those in 
need are the population we seek to serve: low-income families in need of affordable housing. 
Our site, which finds itself in a great school district, will provide students with both housing as 
well as a great education.  
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