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Introductions
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• Foundation
• Why did HUD create these tools, and who are they designed to help?

• Goals of  this  Webinar
• Demonstrate how to use the HUD Preservation Workbook and Excel tool 

to develop a strategy to preserve your affordable multifamily rental 
housing.

• Educate how to take initial steps to determine the physical and financial 
parameters of a recapitalization.

• Stabilize, improve, modernize and safeguard housing for low-income 
renters.

Foundation and Goals
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• Framing and context
• Walk-through of  the recapital izat ion process

• Start with big concepts and goals, and refine these with data and 
decision making

• Guided tour of  the Recapital ization Workbook and Financial Model ing 
Tool
• What it is and how it can help preservation efforts

• Case-study based demonstration of  these resources
• A deeper dive, demonstrating how these resources support strategic 

recapitalization planning
• Quest ions and Answers
• Wrap-Up

Agenda
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• Participants on mute

• Ask questions via 
the WebEx Q&A box 

• If technical issues 
related to WebEx, 
insert them in the
Chat Box 

Webinar Logistics
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• Unrelenting need for affordable housing

• Aging portfol io

• Supply of  affordable housing dwindl ing whi le need increases and 
federal  subsidies decrease

• HUD has preservation tools in our toolbox and we are act ive partners

Why this Matters 
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The Recapitalization 
Process
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• Preservation
• Safeguard, Improve and Modernize, Stabilize

• Recapitalization
• …is preservation that involves new funding

• But…preservation may or may not require recapitalization:

Preservation through Recapitalization
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• Be prepared for changes as your strategy develops
• The ‘right ’ answer might not be the one you start with

• Explore whether preservation without recapitalization is  an option—if 
so,  this  is  the s implest path;  i f  not,  recapital ize

• Recapitalization requires leadership, organizat ion, expert ise and 
perseverance

• Recapitalization is  a process which may take 1-2 years to complete.

Key Concepts
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1. Know your property
2. Set  your preservation goals
3. Identify your best  opt ion without recapitalization
4. Decide: Preserve with or without recapital izat ion
5. Design a recapitalization
6. Fine-tune and evolve your recapital izat ion strategy

The Six Steps of Recapitalization Planning
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Goals and strategy are iterative: Your goals 
inform your strategy, and as your strategy evolves 
you will have to revisit and reprioritize your goals.



• Bui ld (and lead) a team
• Property manager, attorney, architect/engineer, lender(s), investors, 

preservation consultant, and others reflecting your property and needs
• Do your research

• What does it cost to operate your property? What should it cost?
• Understand your property’s current financing
• Understand your rent structure and subsidies
• Understand your property’s immediate and long-term major repair and 

replacement needs (capital needs)
• Understand your property’s market
• Understand your residents’ needs

Step 1 – Know Your Property

11



These are goal  areas – you determine the actual  goals
• Financing Capital Improvements (cr it ical,  immediate,  market-upgrades, 

ut i l i ty eff ic iency,  long-term repair  and replacement)
• Maintaining or enhancing affordabi l i ty
• Stable and suff ic ient operat ing income—to pay debt, projected 

operat ing expenses, and fund reserves
• Other – achieving mission object ives of the owner, addressing 

compliance issues,  solv ing other specif ic  problems for this  property,  do 
I  want to sel l ,  do I  want to not sel l ,  …

Step 2 – Set your (Initial) Preservation 
Goals
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• Can you achieve your goals  without new money?
• Develop a ‘status-quo cash f low projection’
• Modify this  to show possible improvements that  do not require new 

money (operat ional  changes,  rent increase,  tax exemption,  etc.)
• Does your modif ied cash f low projection achieve your goals?

Step 3 – Best Option without 
Recapitalization
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• I f  your goals  cannot be met without new money,  then you need a 
recapital izat ion

• Identify al l  needed changes
• Revis it  your preservation goals

Step 4 – Do I Need a Recapitalization?
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Answer the quest ion:  “Can I  preserve 
the property and meet my goals  
without recapitaliz ing?”

If  YES,  pursue preservation without 
new money
If  NO, design a recapitalization



• Est imate the Uses of  Funds (Costs)

Step 5 – Design a Recapitalization, I
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• Determine the Sources of  Funds

Step 5 – Design a Recapitalization, II
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• Refinancing the f irst  mortgage loan
• Prepay or wait?
• Refinance with HUD?
• Start with loan type or lender?
• What is the right amortization?

• Balloon?
• Self-amortizing?

• What are the best  opt ions for funding costs?
• Will  the recapital izat ion require a sale?

Step 5 – Design a Recapitalization, III
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• Recapitalization is  i terat ive
• Sources affect  uses;  uses affect  sources
• Timing of  sources and uses
• Interim costs and closing costs
• Reserves
• Lease-up
• Should I  get  a development consultant?
• Guarantees

Step 6 – Fine-Tuning your Recapitalization
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Ho w  t he y ’re  st ruc t ured,  a nd  ho w  t he  wo rk book a nd  
f ina nc ia l  mo de l ing  to o l  suppo rt  e a c h  o t he r

Introducing the 
Preservation 
Workbook and 
Financial Modeling 
Tool
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• Avai lable on HUD Exchange
• https://www.hudexchange.info/resource/5238/recapitalization-

workbook/
• The Financial Model ing Tool  and Workbook are ‘companion products’

• The Workbook 
• Is a process – start at the beginning and work your way through
• Detailed sections for each of the Preservation Steps
• Appendices

• The Financial Modeling Tool
• Captures information from the planning process (Know Your Property)
• Performs basic calculations to support your decision to recapitalize
• Coordinates with the Exercises in the Workbook

The Preservation Workbook and Excel Tool
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https://www.hudexchange.info/resource/5238/recapitalization-workbook/


HUD Exchange
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Features of the Workbook

Narrative Sidebars Questions and Answers

Exercise ReferencesExercisesPost-its
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Features of the Financial Modeling Tool

Reference to Workbook User Inputs Tips
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Workbook Appendices

Glossary Resource List Sample Financial 
Modeling Tool
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Be nnington  S qua re  ( S e c t ion  236  
Pro per t y  w i t h  mat ur ing  f i rst  
mo rt ga ge  lo a n)

Case Study

2 5

Charlie Wilkins
Tour Guide

Anker Heegaard
Preservation 
Owner



Pictures of Bennington

1. Exterior 2. Exterior
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Pictures of Bennington

3. Typ. Furnace and HWH
4. Typ. HVAC Condensers
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Pictures of Bennington

5. Original Single Pane 6. Original S-P Sliding Door
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Pictures of Bennington

7. Older Kitchen 8. Newer Kitchen
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Exercise 1-1, Background Information

Need to be organized—Set up a 
digital library for assembling and 
sharing docs Purchased doc scanner
30



Exercise 1-2, Prepayment

(excerpt)
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Exercise 1-3, Other Debts

(excerpt)



Exercise 1-4, Rental Assistance Contracts
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15 40 15
4 23 20

Annually, OCAF
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Exercise 1-5, Unassisted Units

4 to 5

none

Half to three-quarters

5

Difficulty finding qualified tenants 

More project-based Section 8
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Exercise 1-6, Long-Term Capital Needs

(excerpt)



• Goal  Areas:
• Preserving affordabil ity
• Meeting physical  needs over 

t ime
• Optimizing sponsor ’s  role and 

mission
• Resident needs
• Evolving role of  property in an 

evolving neighborhood.
• Additional preservation goals
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Exercises 2-1 to 2-3, Setting Your 
Preservation Goals
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Additional Preservation Goals
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Exercises 3-1 to 3-8: Getting to Best Option 
Without a Recapitalization
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Rough-Out, then Refine



• Ask questions via 
the WebEx Q&A box 

Questions and Answers
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• Designing a preservation/recapital izat ion strategy is  an iterat ive 
process

• Preservation Workbook and Financial  Model ing Tool  can help you learn 
about this  process

• Ult imately, should lead to preserving a supply of  affordable housing for 
years to come

• Access the tools:
HUD Preservation Workbook

Financial Modeling Tool (Excel)

Thank you for participating!

Wrap-Up
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https://www.hudexchange.info/resource/5238/recapitalization-workbook/
https://www.hudexchange.info/resource/5239/recapitalization-excel-tool/
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