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Colony American Homes 2014-1 
Single Family Rental Pass-Through Certificates 

Provisional (P) Ratings1 

Class Amount ($) Rating Trust Credit Support Advance Rate2 

A3 $291,000,000 (P)Aaa (sf) 43.3% 49.7% 

B3 $42,000,000 (P)Aa2 (sf) 35.2% 56.9% 

C3 $56,000,000 (P)A2 (sf) 24.3% 66.4% 

D3 $40,500,000 (P)Baa2 (sf) 16.4% 73.4% 

E3 $84,100,000 N/R N/A N/A 
1  The ratings address the expected loss posed to investors by the legal final maturity. In our opinion, the structure allows for timely 

payment of interest and ultimate payment of principal at par on or before the rated legal final maturity date. Our ratings address 
only the credit risks associated with the transaction. Other non-credit risks have not been addressed, but may have a significant 
effect on yield to investors. 

2  Advance rate equals class size divided by Moody’s value (see page 24). 
3  We understand that no classes have been or will be registered under the Securities Act of 1933. 

N/R-Not Rated. N/A-Not Applicable. 

Trust Summary 
Trust Balance $513,600,000 
Collateral One floating rate Loan secured by 3,399 single family rental residential properties and 

first priority pledge of the equity in the borrower. 
Term initial 3-year term with two (2) consecutive 1-year extension options  

(5 years total)  
Structure Sequential Pay 
State Concentration (% of BPO) California: (37.7%), Florida (20.3%), Nevada (14.9%), Arizona (9.6%) and Georgia (7.7%)  
Top 5 Market Concentration (% of BPO) Las Vegas (14.9%), Los Angeles (14.8%), Riverside (11.5%), Phoenix (9.6%) Tampa 

(8.2%) 

Moody’s Trust Loan-to-Value Ratio1 87.7% 

Moody’s Actual DSCR2 1.67X3
 

Moody’s Debt Yield4 4.8% 

Borrower CAH 2014-1 Borrower, LLC 
Sponsor CSFR ColFin American Investors, LLC 
Parent of Sponsor CAH Subsidiary REIT, Inc. 
Property Manager CAH Property Management LLC 
Loan Seller J.P. Morgan Bank, National Association 
Depositor Colony American Homes Asset, LLC 
Issuer Colony American Homes 2014-1 Trust 
Master Servicer Midland Loan Services, a Division of PNC Bank, National Association 
Special Servicer Situs Holdings, LLC 
Certificate Administrator Wells Fargo Bank, National Association 
Trustee Christiana Trust, a division of Wilmington Savings Fund Society, FSB 
1 Total Trust Debt / Moody’s Value. Moody’s Value is the lower of the adjusted acquisition price or adjusted BPO value. See page 24 

for how we calculate Moody’s value. 
2 Moody’s NCF / Actual Debt Service. 
3 Based on initial indicated interest rate. 
4

 Moody’s NCF / Total Trust Debt. 
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Primary Rating Factors 

Single Borrower Multi-Property Rating Approach: When rating single borrower multi-property 
securities, we compare the credit risk inherent in the underlying properties with the credit protection the 
transaction structure offers. We determine the credit enhancement that the transaction needs to support a 
rating level by estimating, in a number of stress scenarios, the deterioration in property values that the 
securities can withstand without an increase in the securities’ expected losses. We also consider a range of 
qualitative issues, as well as the transaction’s structural and legal aspects. 

Recovery Analysis: We base our principal recovery estimates on a scenario in which the trust liquidates a 
significant portion of the properties under stressed conditions, including falling home prices and long 
foreclosure timelines that increase the costs of maintaining the properties. Our recovery estimates also 
account for rental income under the assumption that, following a default, the trust will continue to rent 
out a portion of the homes until the properties are foreclosed and vacated prior to REO sale. The 
collateral’s final recovery value is equal to our estimate of the properties’ initial value (the Moody’s Value), 
minus the value lost following home price stress, adjusted for a portion of the rental revenue net of the full 
rental expenses and all expenses incurred by vacant properties. We also adjust the final recovery amount by 
the legal, servicing and other carrying costs associated with a portfolio liquidation. Our assumptions are 
based on our experience and historical data in assessing single family residential values and our assessment 
of current market conditions. 

Moody’s determines a stressed recovery value in a default scenario by 

» assigning an initial Moody’s Value to the collateral 

» assuming that a certain limited percentage of properties will sell at full market value and the trust will 
receive only the applicable release premium 

» stressing the recovery values of the remaining properties that were not released 

We then calculate revenue and expense adjustments to the stressed recovery value by 

» assuming a portion of the properties are vacant at default and estimating rental income and associated 
costs on the portion of properties during the stressed liquidation timelines 

» estimating the total cost required to maintain all the remaining properties until liquidation 

» estimating foreclosure costs such as fixed legal costs, servicing fees, special servicing liquidation fees, 
and transfer taxes 

» estimating potential master servicer advances plus the interest on the servicer advances 

Sponsorship and Property Management: Sponsorship and property management are critical to the 
performance of this transaction, which requires a disciplined approach to acquisitions, renovations and 
economies of scale in marketing and management. A well-capitalized sponsor and a strong property 
manager with the ability to manage a geographically diverse portfolio of single-family rental properties are 
strong mitigants to operational risk and cash flow variability. As part of the rating process, we reviewed 
CSFR ColFin American Investors (the sponsor) and CAH Property Management and found both to be 
acceptable in their roles. 

Master Servicer and Special Servicer: The master servicer receives monthly information from the property 
manager on each property. The special servicer, Situs, has experience managing multifamily properties 
nationally and an affiliate, Selene, services the collateral in residential mortgage-backed securities (RMBS). 
Situs has the resources and experience to manage and dispose of the assets in the event of a borrower 
default. The responsibilities of the master and special servicer are similar to those in a typical commercial 
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mortgage-backed securities transaction. The defined and active role of the special servicer is a credit 
positive from an RMBS perspective. 

Cross-Collateralization and Cross-Defaulting: A loan secured by multiple properties benefits from lower 
cash flow volatility because excess cash flow from one property can augment the cash flow of another to 
meet the debt service requirements. A multiple property loan also benefits from the pooling of equity from 
each underlying property. We examined the underlying diversity that resulted from this asset pooling to 
assess the effect of “crossing” cash flows and equity. In our analysis, we balance our assessment of the 
benefit that crossing provides against the negative effect of the default correlation inherent in pooling 
within the same property type. 

Net Cash Flow and Debt Service Coverage: The portfolio’s ability to generate sufficient net cash flow 
(NCF) to cover the transaction’s monthly debt service partly drives our assessment of the probability of 
default during the term of the loan. We calculate the portfolio’s debt service coverage ratio (DSCR) by 
dividing the portfolio’s NCF by the current debt service. We reviewed the underwriter’s revenue, expenses, 
leasing costs and capital expenditures projections, and made adjustments based on current market levels, 
historical performance and our view of future performance. Although the trust can use the proceeds from 
the release of properties to cover debt service, we did not consider this factor in calculating the DSCR. We 
adjusted the portfolio’s current NCF to ascertain the most likely sustainable level over the term of the 
loan. The Moody’s DSCR at the starting interest rate is 1.67X. 

Legal Structure: Both mortgages and a pledge of the borrower’s equity secure the loan. The presence of 
mortgages on the properties deters potential challenges to the securitization structure by the sponsor’s 
creditors in the event of sponsor bankruptcy, because they give the issuer a first lien on the properties and 
first rights to their value ahead of any other creditor. If there were no mortgages, the securitization could 
lose its rights to the properties and bondholders would likely suffer a severe loss in the event of a 
bankruptcy in which the sponsor’s creditors sought to substantively consolidate the borrower with the 
sponsor. Further, an equity pledge could provide the lender with a swifter enforcement route than the 
more lengthy mortgage foreclosure process. 

Bankruptcy-Remoteness: The borrower in this transaction is CAH 2014-1Borrower, LLC, a newly 
created, bankruptcy-remote special purpose entity (SPE) organized as a Delaware limited liability 
company. The organizational documents that govern the behavior of this SPE borrower are strong 
compared to those in other CMBS we have rated. The documents in this transaction require the 
appointment of two independent managers who are members of identified nationally recognized corporate 
services providers; the independent managers may not be held liable for breach of fiduciary duty to the 
SPE borrower or its equity holders. 

Overview 

This transaction is a securitization of cash flows from single-family rental properties. The transaction is 
backed by a single loan made to the borrower, a subsidiary of the sponsor, CSFR ColFin American 
Investors. The collateral for the loan includes both the mortgages on the properties and a pledge of 100% 
of the equity in the borrower. The transaction’s cash flows come from the rental income the properties 
generate. Should the borrower default on the loan, the trust would recover the balance by liquidating the 
properties. Our analysis of this transactions takes into account the characteristics of (1) single-family 
RMBS, in which value is derived primarily at the asset level, using a sales comparison approach, and (2) 
multifamily CMBS, in which the borrower relies on the rental cash flow and eventual refinancing of the 
loan to pay off its obligations. 



 

 
  

4 MARCH 20, 2014 PRE-SALE REPORT: COLONY AMERICAN HOMES 2014-1 SINGLE FAMILY RENTAL PASS-THROUGH CERTIFICATES 

 

STRUCTURED FINANCE 
 

Exhibit 1 compares the key characteristics of this transaction with Invitation Homes 2013-SFR1, a similar 
transaction that we rated in November 2013. Notably, the properties in the CAH pool are newer, with the 
majority having been acquired in 2013. Other positive attributes include a higher DSCR of 1.67x and a 
loan-to-value (LTV) Ratio of 87.7%. 

EXHIBIT 1 

Compare sheet 
 Colony American Homes 2014-1 Invitation Homes 2013-SFR1 

Original Trust Balance 513,600,000 479,137,000 

Class A Initial Trust Credit Support 43.3% 41.8% 

Number of Properties 3,399 3,207 

Aggregate BPO Value 733,675,853, 638,849,844 

Allocated Loan Amount (as % of BPO) 70% 75% 

Premium Release  
(as % of Allocated Loan Amount (ALA)) 

<10% of Loan = 105% of ALA 
<15% of Loan = 110% of ALA 
<20% of Loan = 115% of ALA 

>20 % of Loan or $10MM=120% of ALA 

<10% of Loan = 105% of ALA 
<15% of Loan = 110% of ALA 
<20% of Loan = 115% of ALA 

>20 % of Loan or $10MM=120% of ALA 

Average Rehabilitation Amount 19,689 21,108 

Moody’s Value 585,464,316 523,810,703 

Moody’s Actual DSCR 1.67x 1.30x 

Moody’s Debt Yield 4.8% 5.1% 

Moody’s trust LTV Ratio 87.7% 91.5% 

Low Debt Yield Period Trigger 85.0% 90.0% 

Moody’s Aaa advance rate 49.7% 53.2% 

Special Servicer Midland Midland 

Master Servicer Situs Situs 

Amortization Schedule Per Year 1.0% 1.0% 

Property Management Fee (Underwritten) 8.00% 5.60% 

Loan Term 3 years 2 years 

Fully Extended Maturity 5 years 5 years 

Acquisition Date   

2013 65.6% 0% 

2012 34.4% 100.0% 

Avg Property Age 1990  

Top 5 State Distribution by Property Count CA (24.7%), FL (22.0%), NV (16.9%),  
AZ (11.8%), GA (10.0%) 

AZ (42.6%), CA (29.4%), FL (16.5%),  
GA (10.2%), IL (1.3%) 

Top 5 MSA Distribution by Property Count Las Vegas (16.9%), Phoenix (11.8%), 
Atlanta (10.0%), Los Angeles (8.7%), 

Riverside (8.4%) 

Phoenix (42.6%), Riverside (12.9%), 
Atlanta (10.1),Tampa (8.0%),  

Sacramento (7.5%) 

Source: Moody’s Investors Service 

 

The operation and management of single-family rental property in some ways closely resemble multi-
family rentals but differ in many others. The geographic dispersion of individual single-family properties 
could result in higher operating costs than multi-family properties do. Additionally, because of features 
unique to each home, renovation, maintenance and marketing could be more demanding than in a typical 
multi-family setting. Management on a national level requires greater economies of scale. For this reason, 
the manager’s performance is a key driver of cash flow. 
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Although the transaction is backed by single-family rental properties, its structure is very similar to those 
in typical CMBS transactions. Like an RMBS transaction, the underlying assets are single-family 
properties, and the ultimate loss depends highly on the recoveries of those properties upon liquidation. 
Unlike RMBS transactions, in which each property has a distinct borrower and only a certain number of 
properties are likely to be liquidated, this transaction, has only one borrower that relies on the refinancing 
of its loan or the liquidation of all the properties to repay its obligation, like CMBS transactions. Also, 
unlike an RMBS transaction, the cash flows in this transaction, come not from mortgage payments from 
individual property owners but from rental income, again, like a CMBS transaction. Exhibit 2 lists some 
of the differences between this transaction and typical RMBS and CMBS transactions. 

EXHIBIT 2 

Differences Between Single-Family Rental Securitizations, RMBS, and Single-Borrower Multi-property CMBS 

 Single-Family Rental - CAH 2014-1 RMBS CMBS 

Number of borrowers Single borrower Many borrowers Single borrower 

Number of loans One loan Many loans One loan 

Property collections Rental income  Mortgage payments Rental income  

Property maintenance By property management company  By individual property owners By property management company 

Diversity Properties concentrated in small number 
of markets 

Diverse pool Varies 

Recovery analysis post-
default 

Likely to depend on liquidating portion 
or entire pool 

Liquidate only those properties related 
to defaulted loans 

Likely to depend on liquidating 
portion or entire pool 

Property occupants / 
maintenance 

Renters /maintenance by a professional 
company 

Mostly owners who would maintain the 
properties well, although distressed 
borrowers could cause significant 
damage to their properties before 
vacating them 

Commercial tenants, or in the case of 
multi-family, renters/maintenance by 
a  professional company 

Source: Moody’s Investors Service 

Strengths 

» Liquidity: The single-family market is the most liquid real estate asset class, with the deepest debt 
markets. Liquidity and available capital are two key drivers of real estate asset prices. The recent 
housing crisis has provided some experience on the liquidation potential for these properties under a 
scenario with multiple economic and systemic headwinds. 

» Cross-Collateralization and Cross-Defaulting: The transaction’s loan is secured by a pool of 3,399 
single-family rental properties located in 20 markets in seven states. The average allocated loan 
amount is $151,103. The loan benefits not only from the pooling of equity from each underlying 
property, but also from the lower cash flow volatility, because the trust can use excess cash flow from 
one property to augment the cash flow of another, to meet debt service requirements. 

» Property Manager: CAH Property Management, LLC, an indirect wholly owned subsidiary of 
Colony American Homes, Inc., has established a true standalone management business comparable to 
multifamily managers. The manager has demonstrated its ability to effectively handle the day-to-day 
business of managing a national single-family rental platform. Additionally, the property manager’s 
technological systems allow it to efficiently manage employees to control labor costs, track and 
monitor repairs and maintenance, and, most importantly, attract, respond to and retain tenants. 

» Lockbox and Reserves: The transaction has an in-place hard lockbox and incorporates in-place cash 
management. In addition, the borrower must set aside reserves monthly for real estate taxes, 
insurance, and capital expenditures. 
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» Equity Pledge: Besides the borrower’s first-mortgage lien on the properties to the lender, the 
borrower’s direct parent has pledged to the lender 100% of its direct ownership interests in the 
borrower as additional security for the loan. In most jurisdictions, a pledge of equity provides a swifter 
enforcement route to the lender than the more lengthy mortgage foreclosure process. 

» Borrower Structure: The borrower is a bankruptcy-remote, special purpose entity. The organizational 
documents governing the behavior of the related borrowing entities is strong compared to other 
transactions we have rated. 

» Third-Party Review: An independent third party provided broker price opinions (BPOs) on all of the 
properties. Another independent third party shared with us its review of a random sample of around 
10% of BPO values.  

» No Vacant Properties: All of the properties backing the transaction are occupied and cash flowing, 
minimizing initial uncertainty about rental cash flow. However, this will change as leases start 
expiring. 

» Servicing and Advancing: A highly rated master servicer, Midland Loan Services, a Division of PNC 
Bank, National Association (A2) is responsible for advancing timely payment of principal and interest 
to the extent deemed recoverable. The servicer will also receive monthly updates on the status of every 
property backing the transaction. If the borrower were to default, having a special servicer that can 
step in to manage the portfolio to maximize recoveries for the certificate holders is credit positive. 

Concerns 

» Historical Data/Limited History: The amount of historical data and performance metrics on single-
family rental pools is limited. Colony American Homes is a newly created entity formed in 2012 for 
the sole purpose of owning and managing single-family rentals. Although the behavior of single-
family rental portfolios in the event of stress is unknown, our approach uses a distressed single-family 
recovery analysis, for which ample data exist. 

» Property Concentration: The transaction lacks diversity. The bonds are collateralized by a single 
property type, and the performance of the rated certificates correlates heavily with the performance of 
that single property type. However, the pooling of equity of 3,399 properties in 20 markets helps 
mitigate this risk. 

» Geographic Concentration: The properties are located in 20 markets in seven states with some 
submarket clustering. Although the portfolio owned by Colony American Homes in any given market 
could constitute a minimal amount of a given market, a large-scale liquidation of an operator or 
multiple operators in one market could have a significant impact on final recoveries. However, we 
believe that our recovery analysis accounts for the potential home price depreciation, expenses, and 
liquidating costs of such events. 

» Expenses: The operation and management of single-family rental property closely resembles that of 
multifamily rentals, but the geographic dispersion of individual single-family properties means that 
operating costs could be higher than for multifamily properties. Additionally, because of features, 
appliances and building materials unique to each home, renovation, maintenance and marketing 
could be more demanding than for a typical multifamily property. 

» Limited Replacement Managers: Currently, there are no companies with a long-term established 
track record of ownership and management of single-family rentals on a national scale. Whether a 
deep and successful market for national single-family rental managers will develop is unknown. 
However, there are regional managers with local market expertise. Whether having a single national 
manager or multiple regional managers provides a competitive advantage is unclear at this point. 
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» Floating Rate: The mortgage loan is floating-rate during the entire term. The borrower will enter into 
an interest rate cap agreement at the time of closing. The LIBOR cap strike rate will be set at a rate 
that will result in a DSCR of at least 1.20x.  

» Guaranty Cap: The mortgage loan limits the non-recourse carve-out guarantee to the greater of 
$35,000,000 or 35% of the outstanding loan balance for certain bankruptcy-related activities that 
would typically trigger recourse liability to the sponsor for the full amount of the debt. The cap in 
effect erodes the powerful economic disincentives that a standard CMBS “bad-boy” guaranty 
structure that has no cap would incorporate. The non-recourse carve-out guarantor is CSFR ColFin 
American Investors, LLC. 

» PML Approach to Insurance: The loan documents require that the borrower maintain windstorm 
insurance coverage in an amount equal to 100% of a model-generated probable maximum loss 
(PML), rather than for the full replacement cost of the subject properties. In addition, the borrower’s 
property insurance coverage is provided under a blanket policy covering the collateral properties and 
many other additional non-collateral properties. We accounted for these coverage provisions in our 
analysis. 

» Low NCF Debt Yield: The underwritten and Moody’s NCF debt yields of 5.7% and 4.8%, 
respectively, are very low. Typical debt yields in multifamily CMBS would range from 3% to 5% 
higher. A low debt yield minimizes the cushion for cash flow volatility or indicates overleveraging that 
could limit refinancing options. However, as we have noted, our approach was based on a recovery 
analysis under a scenario that the single family properties are liquidated 

» Reduced Loan Amortization: The loan will not benefit from a full 30-year amortization schedule 
because it will amortize 1% per year. 

» Broker Price Opinions Instead of Full Appraisals: A third party, Green River Capital (GRC), 
obtained broker price opinions (BPOs) on all of the properties in the transaction through third party 
vendors. We consider full appraisals by licensed appraisers to be more reliable than BPOs, which 
generally represent the opinion of a real estate broker. To mitigate our concern, the BPO provider 
shared with us significant data comparing their BPOs to the actual sale prices of the properties. GRC 
also performed a market analysis and obtained third-party data to validate and reconcile its values. 
Furthermore, the depositor engaged yet another independent third-party vendor to review a portion 
of the BPOs. As part of the review, the third party reviewed the subject of the related BPO and the 
comparable properties selected in determining the BPO value, and provided an opinion of value as of 
the date of its report. The results of the third-party BPO review were one of many considerations we 
used to determine the haircut we applied to the BPOs to determine Moody’s portfolio value. 

Loan Characteristics 

Loan Description 

The mortgage loan is secured by cross-collateralized and cross-defaulted first priority mortgages on 3,399 
single-family residential properties, security interest in all personal property of the borrower, and a 100% 
pledge of the equity interest in the borrower (the collateral). The loan has an initial three-year term and 
two consecutive one-year extension options (five years total). The total principal balance of the loan is 
$513,600,000 and is evidenced by a single promissory note. The loan is floating-rate and requires monthly 
principal and interest payments in amounts equal to the sum of (1) the interest due on all components of 
the loan and (2) the principal equal to one-twelfth of 1% of the outstanding principal balance of the loan. 
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Although the transaction consists of one mortgage loan, each property accounts for an allocated loan 
amount equal to 70% of the of the property’s broker price opinion (BPO) value. The average allocated 
loan amount is $151,103. 

Interest Rate Cap Agreement 

The borrower will enter into an interest rate cap agreement at closing such that the LIBOR cap strike rate 
will be set at a level that results in a DSCR of at least 1.20x. The agreement must be in effect until the 
initial maturity date. If the borrower exercises any of its loan extension options, the borrower must 
maintain an interest rate cap that results in DSCR of at least 1.20x. 

Additional Debt 

The borrower cannot incur additional debt other than unsecured trade payables that occur over the 
normal course of business relating to the ownership and management of the properties that secure the 
mortgage loan. All unsecured trade payables must be evidenced by a note, can at no time exceed 3% of the 
original principal balance of the loan, and must be paid within 30 days of the date they are incurred. 

Bankruptcy Remote Issues 

The loan borrower is a newly created, bankruptcy-remote, special purpose entity (SPE), organized as a 
Delaware limited liability company, whose sole business is the ownership and operations of the mortgaged 
properties. The transaction sponsor owns and controls the borrowing entity. The organizational 
documents that govern the behavior of this SPE borrower are strong compared to those in CMBS we have 
rated. The organization documents require the appointment of two independent managers that are 
members of nationally recognized corporate services providers; the independent managers may not be held 
liable for breach of fiduciary duty to the SPE borrower or its equity holders. 

Prepayment 

Subject to certain conditions, including the payment of spread maintenance premium and prior notice, 
the borrower can voluntarily prepay the loan in whole or in part at any time. The minimum prepayment is 
$1,000,000 and can increase in increments of $100,000. 

Collateral Release 

The borrower can release properties from the lien of the mortgage loan at a release amount equal to 105% 
of the allocated loan amount for the first 10% of the loan amount; 110% of the allocated loan amount for 
the next 5% to 15% of the loan; 115% of the allocated loan amount for the next 5% to 20% of the loan; 
and 120% of the allocated loan amount for any further properties. In addition, the release amount for any 
single sale of properties for gross proceeds in excess of $10 million will be 120% of the allocated loan 
amount. The trust will use the release amount to pay down the certificates in sequential order. 

The release of any and all properties will be subject to standard conditions including (1) the aggregate 
portfolio debt yield after giving effect to such release is at least the greater of (x) aggregate portfolio debt 
yield on the closing date and (y) aggregate portfolio debt yield immediately prior to such sale, and (2) no 
mortgage loan event of default. The debt yield test will not apply so long as the trust uses 100% of the net 
proceeds of a property sale toward the mortgage and pays off the allocated loan amount plus the applicable 
release premium. During a trigger period, if the release of property is due to a property sale, the trust will 
deposit any of the net proceeds above the applicable release amount into the cash collateral account. 
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Substitution 

If at any time any property becomes a disqualified property, the borrower must prepay the loan in an 
amount equal to 100% of the property’s allocated loan amount by the fifth business day following such 
determination. In lieu of such prepayment, Borrower may either (a) deposit into an eligibility reserve an 
amount equal to 100% of the allocated loan amount for the property or (b) substitute the disqualified 
property with a substitute property, subject to the satisfaction of certain conditions, including, but not 
limited to, (i) the substitute property must be a single family residential real property; (ii) such property’s 
BPO value must be at least equal to the BPO value of the substituted property; (iii) Borrower must deliver 
to Lender all documentation required under the loan documents with respect to the substitute property  
(iv) the aggregate allocated BPO value of substituted properties during the term of the Loan shall in any 
event not exceed 10% of the BPO value of all properties on the closing date; (vi) each substitute property 
must be located in an MSA where at least one property was located as of the closing date; (vii) Borrower 
shall have delivered to Lender a certificate representing and warranting to Lender that the substitute 
property is an eligible property; and (viii) Borrower shall have reimbursed all of Lender’s reasonable, out of 
pocket costs and expenses in connection with the substitution. A disqualified property is generally any 
property that is not in compliance with each of the property representations and covenants in the loan 
agreement. 

Reserves 

Reserves will be collected monthly for taxes, insurance, and capital expenditures. 

On each payment date, the borrower must deposit with the lender an amount equal to one-twelfth of the 
insurance premiums and property taxes that the lender estimates will be payable over the next 12 months. 
If at any time the lender determines that the amount in the tax or insurance reserve accounts is insufficient 
to pay the real estate taxes or insurance premiums due, the lender will increase the monthly deposits for 
real estate taxes or insurance premiums as applicable by the amount that it estimates will be sufficient to 
make up the deficiency. 

Further, on each payment date, the borrower must deposit with the lender an amount equal to one-twelfth 
of the insurance premiums that the lender estimates will be payable for the renewal of its coverage upon its 
expiration. If at any time the lender determines that the amount in the insurance reserve account is 
insufficient to pay the insurance premiums, the lender will increase the monthly deposits for insurance 
premiums by the amount that the lender estimates will be sufficient to make up the deficiency at least 30 
days prior to expiration of the policies. 

Additionally, on each payment date, the borrower must deposit an amount equal to one-twelfth of the 
annual amount equal to $600 per property, to accumulate sufficient funds for capital expenditures. 

Cash Management 

The borrower must deposit all rents and all other collections into the rent deposit account. The borrower 
and manager must deposit rents and other amounts that they receive by wire or other electronic means 
directly into the rent deposit account or the loan collection account. The borrower has agreed that it will 
require tenants to send all payments of rent directly to the rent deposit bank for deposit into the rent 
deposit account. 

The rent deposit account is subject to a deposit account control agreement. Neither the borrower nor the 
manager will be permitted to make withdrawals from the rent deposit account, except for with the sole 
purpose of refunding partial payments of rents to preserve the rights of eviction. Within two business days 
of deposit, all amounts in the rent deposit account will be swept to the loan collection account. The lender 
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will have sole control over the loan collection account; the borrower or manager will have no right to 
withdraw any funds. 

All receipts will be transferred from the loan collection account to segregated concentration accounts, from 
which funds will be transferred, provided that no mortgage loan event of default has occurred, first, to 
separate accounts from which the managers can pay monthly budgeted expenses. Under the terms of the 
loan agreement, funds on deposit in the loan collection account will be applied in this order of priority: 

1)  to the borrower, the monthly refund of any rent delivered by a tenant in default and where 
enforcement remedies are under way 

2)  security deposit account 

3)  to the lender, the amount of any mandatory prepayment of the outstanding principal balance  

4)  tax account 

5)  insurance account 

6)  payment of mortgage loan debt service and any other amounts payable under mortgage loan 
documents 

7)  payment of management fees, not to exceed 8.0% of gross rents collected during the month 

8)  capital expenditure account 

9)  to the lender, any other fees, costs, and expenses  

10) to the borrower’s operating account, provided no low debt yield period is under way 

If a low debt yield period is under way, any amounts above the approved annual budget for operating and 
capital expenses or for extraordinary operating expenses approved by the lender will be deposited in the 
cash collateral fund account and held by the lender as additional collateral. A low debt yield period is 
triggered if the debt yield falls below 85% of the transaction’s starting debt yield and will be tested 
quarterly.  
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EXHIBIT 3 

Transaction Cash Management 

 
Source: JPMorgan 
 

Property Type Concentration 
The collateral securing the loan consists of 3,399 single-family residential properties. Our analysis 
accounts for the collateral’s concentration in a single property type, because property type concentrations 
increase asset correlations, which affect pool default and loss distributions. 

Geographic Concentration 
The properties are located in 20 markets in seven states. Exhibit 4 shows the state distribution by the 
borrower’s total cost including renovations. 

EXHIBIT 4 

State Concentrations 
State # of Properties % by Total Cost Basis Including Renovation 

California  840 36.2% 

Florida  749 21.1% 

Nevada  574 16.2% 

Arizona 400 9.3% 
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EXHIBIT 4 

State Concentrations 
State # of Properties % by Total Cost Basis Including Renovation 

Georgia  339 6.9% 

Texas  308 5.5% 

Colorado  189 4.9% 

Total 3,399 100% 

Source: Moody’s Investors Service 

 

Exhibit 5 shows the pool’s market distribution based on the borrower’s total cost, including renovations. 

EXHIBIT 5 

Market Concentrations 
Metropolitan Statistical Area (MSA) or Market # of Properties % by Total Cost Basis Including Renovation 

Las Vegas - Paradise, NV  574 16.2% 

Los Angeles - Long Beach - Santa Ana, CA 296 14.3% 

Riverside - San Bernardino - Ontario, CA 286 11.2% 

Phoenix - Mesa - Glendale, AZ  400 9.3% 

Tampa - St. Petersburg - Clearwater, FL 285 8.5% 

Atlanta - Sandy Springs - Marietta, GA 339 6.9% 

Denver - Aurora - Broomfield, CO  189 4.9% 

Houston - Sugar Land - Baytown, TX  244 4.3% 

Lakeland - Winter Haven, FL  159 3.8% 

San Diego - Carlsbad - San Marcos, CA 62 3.4% 

North Port - Bradenton - Sarasota, FL  85 2.9% 

Oxnard - Thousand Oaks - Ventura, CA 38 2.3% 

Orlando - Kissimmee - Sanford, FL  103 2.5% 

Sacramento - Arden - Arcade - Roseville, CA 75 2.0% 

Miami - Fort Lauderdale - Pompano Beach, FL 62 2.4% 

San Francisco - Oakland - Fremont, CA 46 1.8% 

Vallejo - Fairfield, CA  37 1.3% 

Dallas - Fort Worth - Arlington, TX  64 1.2% 

Palm Bay - Melbourne - Titusville, FL  31 0.5% 

Port St. Lucie, FL  24 0.5% 

Total 3,399 100% 

Source: Moody’s Investors Service 

Sponsorship 

The sponsor of the mortgage loan is CSFR ColFin American Investors, LLC, a Delaware limited liability 
company. CSFR is an indirect, wholly owned subsidiary of CAH Operating Partnership, L.P., a Delaware 
limited partnership (CAHP), of which Colony American Homes, Inc. serves as the general partner and 
holds approximately 66% of the limited partnership interests. The remaining partnership interests in 
CAHP are owned by various institutional investors, which are managed by affiliates of Colony Capital, 
LLC. 
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Colony Capital is a global real estate investment firm that, through a subsidiary and with other investors, 
owns the external manager of Colony American, CAH Manager, LLC (the fund manager) a Delaware 
limited liability company. Colony Capital had approximately $19 billion of assets under management as 
of 31 December 2013. Colony Capital is a privately held independent firm founded in 1991. Colony 
Capital and its affiliates have more than 400 employees working in 11offices in eight countries. During its 
history, Colony Capital has acquired over $54 billion in real estate, comprising more than 32,000 real 
estate related loans and assets (excluding single-family rental homes) in all major property types and more 
than 15,000 single-family rental homes. Since its founding, Colony Capital has established 46 investment 
vehicles, including a publicly traded mortgage REIT, global investment funds, dedicated regional 
investment funds and investment-specific co-investment vehicles, raising around $21 billion of equity 
capital, which it has invested in most of the major real estate sectors. A significant portion of Colony 
Capital’s investments has involved the acquisition of assets after the asset or its seller was in distress. 

Colony American was created to build a business that would aggregate single-family properties on a 
national scale and operate them as single-family rentals.  Colony American has acquired properties  
through a variety of channels, including trustee sales, REO sales, transactions with financial institutions 
and government-sponsored enterprises, or by referral from property managers, home builders or multiple 
listing services. Transactions have involved both single-property acquisitions and, less frequently, multiple 
properties acquired in a single transaction. As of 31 December 2013, Colony American owned about 
14,934 single-family residential homes, of which around 13,909 were wholly owned through CSFR and 
around 1,025 were partially owned in a joint venture through an affiliate of CSFR. These homes are 
located principally in Arizona, California, Colorado, Florida, Georgia, Nevada and Texas. The estimated 
total cost for CSFR’s wholly owned homes as of 31 December 2013 was $2.5 billion, inclusive of 
acquisition costs, actual renovation  costs and estimated renovation costs for properties the renovation of 
which is not yet complete. 

CSFR does not guarantee any distributions on the certificates. The certificate holders will have no rights 
or remedies against CSFR for any losses except under certain non-recourse carve-outs or “Bad Boy” 
provisions in the loan documents. These provisions, typically in standard CMBS transactions, include acts 
such as gross negligence, fraud, willful misconduct or misappropriation of funds, breach of certain SPE 
covenants, and certain bankruptcy acts. CSFR’s failure(or that of any qualified successor) to maintain a net 
worth of at least $150 million would lead to a mortgage loan event of default. Colony American does not 
guarantee any obligations and is not party to the “Bad Boy” guarantee. 

The securitization of single-family homes as rental property is still a new concept, with limited historical 
data. We believe that an adequately capitalized sponsor will benefit the performance of this transaction. 
Although a fundamental bargain of non-recourse lending is that the lender will look only to the collateral 
for the repayment of the mortgage loan, we rely on the sponsor and its borrower affiliate to do its best to 
preserve the value of the collateral, to reduce the inherent risk of the mortgage loan. We expect single-
borrower transactions to have a sponsor profile that is generally better than in a typical CMBS conduit 
transaction. A deep-pocketed sponsor or sponsor’s family can often provide a cushion in times of stress. 
We reviewed the sponsor and the sponsor’s family to form an understanding of their financial capacity and 
flexibility, as well as to assess their expertise and ability with regard to the asset class. 

Colony American is the third-largest owner and operator of single-family rental properties in the United 
States. We believe that CSFR and Colony American provide the transaction strong sponsorship. CSFR 
must provide yearly audited financial statements as well as several agreed-upon companywide performance 
metrics. As part of our transaction monitoring, we will also monitor the performance of Colony American.  
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Property Management 

Our analysis of single-family rental securitizations relies heavily on our view of the property manager. The 
property manager is responsible for all aspects of operations: renovations, repairs, leasing, marketing, 
tenant screening, tenant services, compliance, safety, and general preservation of the condition of the 
collateral. The effective management of the properties is a significant factor affecting the revenues, 
expenses and value of the properties. We have previously noted that the property manager’s performance is 
a key risk in single-family rental securitizations.1 Example of key risks are as follows: 

» inability to set and maintain appropriate rent levels 

» lack of familiarity with local laws, ordinances and regulations governing the rental market, which 
increases legal risk 

» lack of experience in collecting rents, re-leasing properties and evicting tenants 

» failure to maintain the condition of properties, which could lead to declines in rent collections and 
property values 

» inability to market and sell properties at the right time and price, which reduces cash flow from 
property sales 

» lack of experience in certain regional markets, especially in geographically diverse portfolios 

» bankruptcy of the manager, which disrupts transaction cash flow until a replacement is found 

Historically, the ownership and management of single-family rentals existed on the local or regional level, 
with “mom and pop” establishments, so historical data on the asset class is fairly limited. There are no 
existing companies with a long-term established track record. The property manager for this transaction is 
CAH Property Management, LLC, an indirect, wholly owned subsidiary of Colony American. We believe 
that property management is vital to the success of this transaction. As part of our analysis, we reviewed 
the manager to assess its ability to mitigate many of the risks that we have identified. We also visited with 
management to assess how it handles the following: 

» marketing and attracting of potential tenants; tenant underwriting; responding to tenants’ requests 

» market analysis, investment decision process, and acquisition and/or disposition strategy 

» technology systems 

» tracking and controlling repairs and maintenance costs; maintaining and/or improving property 
condition 

» tracking and controlling labor costs 

» supervising and training employees 

» managing third party service providers 

» establishing and enforcing corporate policies and procedures 

» maintaining all licenses and permits 

» creating and maintaining reporting systems, including financial controls 

» complying with all housing rules and regulations 

» corporate governance and executive experience 

                                                                        
1  See Key risks in single-family rental securitizations will be operator’s performance and cash flow variability, 23 August 2012. 

http://www.moodys.com/viewresearchdoc.aspx?docid=PBS_SF295792
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» disaster recovery and back-up systems 

CAH Manager, LLC, the fund manager, currently handles the day-to-day management of the properties, 
which will continue to be the case after the origination of the loan and the issuance of the certificates, 
through the fund manager’s management of the manager’s indirect parent, Colony American. In some 
markets, local property management contractors supplement the in-house team; in other markets, the 
fund manager performs the local management functions directly. 

Functions the in-house property management employees perform include directing property pricing and 
leasing, communicating with in-field property managers and monitoring lease expiration dates to 
determine when efforts to re-lease a property should begin. The fund manager has property management 
employees in each major market to oversee the core components of property management the local 
property management contractors perform or to carry out local property management directly. 

In all markets, the lease administration, HOA administration, the majority of utility connections and 
disconnections and rent collection and cash management functions are centralized. At the local level, local 
property managers focus on leasing on terms approved by the fund manager. In addition, they process 
resident maintenance calls, manage utility accounts, and conduct resident follow-up with respect to 
delinquent rent and (if necessary) evictions. All local property managers are trained and managed in 
accordance with the fund manager’s policies and procedures, which include weekly office visits by in-
market asset managers from the fund manager’s central offices. Local property managers are employees of 
either the fund manager or a local property management contractor. 

The fund manager generally obtains referrals to local property management firms through the National 
Association of Residential Property Managers. In considering prospective property managers, the fund 
manager requires submission of a written questionnaire and conducts interviews to assess the number of 
properties under management, the ability to respond to increased operational demands and the manager’s 
processes and procedures. Candidates must have an active real estate broker’s license and must maintain 
designated types and amounts of insurance coverage, including general liability insurance, worker’s 
compensation insurance, errors and omissions coverage, crime coverage and automobile coverage. When 
local contractors are added to regular property management operations, their performance is monitored in 
several ways, including general monitoring by the fund manager teams and regional offices and monthly 
progress meetings with the fund manager using scorecards that track leasing volume, occupancy levels, 
collection and delinquency rates, eviction rates, rent variances from underwritten amounts, resident 
retention and turnover rates and renewal rent growth and, if necessary, action plans to improve 
performance. 

Marketing: The fund manager establishes the property’s rental rates based on analyses by a team of in-
house management professionals, in consultation with local property managers. The available properties 
are advertised through Internet-based services such as Zillow, Realtor.com, the Colony American website, 
multiple listing services maintained by realtor associations, other local or nationally targeted websites, and 
yard signage. The fund manager uses licensed software applications and local contractors to track and 
record phone calls and route emails, answer calls, and book leasing agents to show properties. 

Leasing: The fund manager receives lease applications online through the Colony American website and in 
person at its local offices, where leasing agents it retains maintain a presence during regular business hours. 
Local property managers use standard lease forms designated and provided by the fund manager’s central 
office, and use the fund manager’s underwriting criteria and leasing standards to screen prospective 
residents and determine whether to approve or deny a lease application. 

Rent Collection: The fund manager allows residents to make their rent payments in two ways: online by 
credit card, debit card or Automated Clearing House (ACH) transfer, or by check mailed to a designated 
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post office box, the amounts of which are deposited directly into the  Rent Deposit account. Local 
property managers are not responsible for processing rent payments; if a resident drops off a check at the 
local property manager, the property manager must promptly mail the check to the designated post office 
box for deposit into the property owner’s account. 

The fund manager reviews the payment ledger daily to determine which residents are delinquent in paying 
their rent, and the local property manager sends a late notice to the resident two days after the end of the 
grace period under the lease. Two to seven days after the end of the grace period, the local property 
manager reviews and updates the resident’s status in the fund manager’s electronic systems. If the rent is 
still delinquent after the eighth day following the grace period, the local property manager will notify the 
resident that eviction proceedings will commence within three days. If the rent remains delinquent, it 
commences the eviction proceedings. 

Service Calls: The fund manager maintains a toll-free, centralized call center to respond to resident 
questions or concerns about rent, website usage, maintenance and property managers. A dedicated line to 
respond to all residence service call requests is programmed to route calls during regular business hours to 
the fund manager’s area office for the resident’s location. After gathering relevant information, a fund 
manager employee dispatches an approved local contractor to work on the service request. After-hours 
emergency service requests are routed directly to the fund manager’s local employees or to the third-party 
property management contractor. 

As of the closing date, the manager will have engaged approximately ten sub-managers located in various 
markets. Selecting, managing and supervising these third-party service providers requires significant 
resources and expertise. The manager does not generally have exclusive or long-term contractual 
relationships with these third-party service providers, and the borrower might not have uninterrupted or 
unlimited access to their services. Any loss of the services of these third-party service providers could result 
in disruptions to the manager’s operations, which could adversely affect the management of the properties 
and the performance of the loan. 

Nonetheless, we believe that the fund manager has a strong ability to effectively handle the day-to-day 
business of managing a national single-family rental platform, including overseeing third-party local 
contractors. We also believe that it has adequate technological systems that allow it to efficiently manage 
employees to control labor costs, track and monitor repairs and maintenance, and, most importantly, to 
attract, respond to and retain tenants. 

Termination of Property Manager 

The servicer can terminate the property manager on behalf of the Trust under the following 
circumstances: 

» if a loan defaults 

» if manager is in material default under the management agreement beyond any applicable notice and 
cure period 

» if manager becomes insolvent or a debtor in any bankruptcy or insolvency proceeding 

Replacement of Property Manager 

To facilitate the orderly transition of management services, the property manager is responsible for 
making itself available for up to six months after replacement to consult with and advise the lender 
and any replacement manager on the operation and maintenance of the properties. The replacement 
property manager must be a reputable entity with at least two years’ experience managing at least 250 
residential rental properties in each metropolitan statistical area (MSA) in which the applicable properties 
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it will manage are located. In addition, replacement with a non-Borrower-affiliated replacement manager 
is subject to receipt of a no downgrade confirmation (a rating agency condition, or RAC) from us. 

Structural Review 

Transaction Summary 

The Colony American Homes 2014-1, Single Family Rental Pass-Through Certificates represent a 
beneficial interest in a first-lien mortgage loan with a principal balance of $513,600,000. The mortgage 
loan is secured by cross-collateralized and cross-defaulted first mortgage liens on 3,399 single-family 
residential properties in 20 markets in seven states. The properties are predominantly three- to four-
bedroom homes with two or more baths. 

Payment Priority 

Interest on the pooled trust certificates will be distributed first to the Class A and then to the Class B, C, 
D, and E certificates, in that order, sequentially. 

Principal payments will also be distributed in sequential order, first to the Class A and then to the Class B, 
C, D and E certificates. Realized losses and shortfalls will be allocated in reverse sequential order, 
beginning with the Class E certificates. Increases in credit support will be realized through the application 
of principal distribution amounts. Decreases in credit support will be determined by actual losses. 

Representations and Warranties 

The seller of the Loan, J.P. Morgan Bank, National Association, has made limited representations and 
warranties on the Loan to the depositor, Colony American Homes Asset, LLC, and these have been 
assigned to the trustee for the benefit of the certificate holders. A material breach of any representation will 
require that the sellers cure or repurchase their interests in the Loan. 

The Loan borrower made limited representations and warrantees in the loan agreement, such as those 
relating to title to the underlying properties, the first priority lien status of the Loan, and the financial 
information relating to the properties. This is typical for single-borrower, multi-property transactions.2 

Controlling Class 

The controlling class will be the Class E certificates, so long as their outstanding certificate balance (as 
reduced or notionally reduced by any realized losses and any BPO reduction amounts allocable to the 
class) is equal to or greater than 25% of the initial certificate balance of the Class E certificates. No other 
class of certificates will be eligible to act as the controlling class or appoint a directing certificate holder. 
Under the Trust and Servicing Agreement (TSA), the directing certificate holder will have certain consent 
or consultation rights, as well as the right to direct and replace the special servicer. 

Master Servicing 

Midland loan Services, a Division of PNC Bank, National Association, will be the master servicer for this 
transaction and will be primarily responsible for servicing and administering the loan. The responsibilities 
of the master servicer include advancing delinquent scheduled principal and interest payments (other than 
balloon payments) on the mortgage loans and any other sums necessary to protect the property (for 
example, real estate taxes and insurance), all to the extent deemed recoverable. The master servicer will 
receive property level information every month. We have reviewed Midland loan Services and found it 
acceptable in its role of master servicer. 

                                                                        
2  Readers can access the transaction’s Rule 17g-7 Report of Representations and Warranties here. 

http://www.moodys.com/viewresearchdoc.aspx?docid=PBS_SF360521
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As of 31 December 2013, Midland was servicing approximately 30,343 commercial and multifamily 
mortgage loans with a principal balance of approximately $289 billion. The collateral for such loans is 
located throughout the 50 states, the District of Columbia, Puerto Rico, Guam and Canada. Around 
11,394 of these loans, with a total principal balance of approximately $141 billion, pertain to commercial 
and multifamily mortgage-backed securities. The loan pools include multifamily, office, retail, hospitality 
and other income-producing properties. As of 31 December 2013, Midland had been named the special 
servicer in around 127 commercial mortgage-backed securities transactions with an aggregate outstanding 
principal balance of about $70 billion. As of 31 December 2013, Midland was administering around 115 
assets with an outstanding principal balance of about $684 million. 

Special Servicing 

Situs Holdings, LLC, will be the special servicer for this transaction and will be responsible for the 
servicing and administering the loan in the event of default or a reasonably foreseeable default that would 
give rise to the transfer of servicing to the special servicer and of any foreclosed collateral. Since 1985, Situs 
has provided commercial real estate advisory, due diligence and business solutions to the lending and real 
estate industries. As of 31 December 2013, Situs was specially servicing a portfolio of approximately 324 
loans throughout the United States with a face value in excess of $2.25 billion, all of which pertain to 
commercial or multifamily real estate assets. 

There is no precedent for the special servicing of a single-family rental portfolio on a large national scale. 
However, Situs’s affiliate company, Selene Finance, has experience in servicing and liquidating single-
family residential properties. Situs can also work with other REO disposition companies as well as 
property managers to service this portfolio of single-family homes. Our analysis includes an assessment of 
the special servicer’s ability to perform. We have reviewed Situs Holdings, LLC and found it acceptable in 
its role as special servicer. 

Termination of Special Servicer 

Prior to a control event, the directing certificate holder will have the right to replace the special servicer. 
After the occurrence of a control event, the special servicer will be subject to termination without cause if 
certificate holders of at least 25% of the voting rights of the certificates initiate a vote to terminate and 
replace. Terminating and replacing a servicer requires an affirmative vote by at least 66⅔% of a certificate 
holder quorum. The transaction defines a certificate holder quorum as at least 75% of the aggregate voting 
rights. Voting rights are measured by the outstanding certificate balance and take into account the 
application of any BPO reduction amounts to notionally reduce certificate balances. 

Certificate Administrator 

Wells Fargo Bank, National Association will be the certificate administrator for this transaction. The 
responsibilities of the certificate administrator generally include securities administering, preparing 
monthly distribution reports, preparing and filing all tax returns, and making required advances if the 
master servicer or special servicer fails to make them. The certificate administrator must maintain a long-
term senior unsecured rating of A2 from us. We have reviewed Wells Fargo Bank and found it acceptable 
in its role of certificate administrator. 

Trustee 

Christiana Trust, a division of Wilmington Savings Fund Society, FSB, will be the trustee and, when the 
mortgage loan is transferred to the trust, will become the lender of record with respect to the mortgage 
loan. 



 

 
  

19 MARCH 20, 2014 PRE-SALE REPORT: COLONY AMERICAN HOMES 2014-1 SINGLE FAMILY RENTAL PASS-THROUGH CERTIFICATES 

 

STRUCTURED FINANCE 
 

Ratings 

Our ratings are based on the quality of the collateral, the levels of credit enhancement the subordinate 
tranches provide, and on the structural and legal integrity of the transaction. The ratings on the certificates 
address the likelihood of receipt by certificate holders of timely payment of interest and of all distributions 
of principal by the Rated Final distribution date of May 2031. The Rated Final distribution date of May 
2031 was determined by adding 12 years to the fully extended five-year loan term, consistent with CMBS. 

Our ratings address only the credit risks associated with the transaction. Other non-credit risks, such as 
those associated with the timing of principal payments and the payment of prepayment penalties, have not 
been addressed and may have a significant effect on yield to investors. 

Legal Analysis 

Both mortgages and a pledge of the borrower’s equity secure the loan. 

Mortgages: The borrower, CAH 2014-1 Borrower, LLC, is an indirect, wholly-owned subsidiary of the 
Loan Sponsor and a direct, wholly-owned subsidiary of the Equity Owner. It granted mortgages on all the 
properties to the loan seller, JPMorgan Chase Bank, National Association, to secure the repayment of the 
loan. Step A in Exhibit 6 represents the borrower’s pledge of the mortgages to the loan seller. The 
mortgages are blanket mortgages, 45 in total, that in the aggregate cover all of the properties. Each 
mortgage covers all of the properties in a particular county. 

Equity pledge: The borrower’s parent company, CAH 2014-1 Equity Owner, LLC, guarantees the full 
repayment of the loan by pledging 100% of its equity ownership of the borrower to secure the 
performance of its guarantees. Step B in Exhibit 6 represents its equity pledges to the loan seller. 

Transfer to the issuer: As part of the securitization, the loan seller has transferred the mortgages and the 
equity pledges in a two-step sale to (1) the depositor and then to (2) the issuer. Step C in Exhibit 6 
represents the two-step sale. 
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EXHIBIT 6 

Collateral Securing the Loan 

 
 

Source: Moody’s Investors Service, based on data from the transaction’s offering circular 

 

Equity foreclosure is the likely post-default strategy 

If the loan and the guarantees default and the special servicer decides to liquidate the properties, it would 
most likely foreclose on the equity pledge to gain control of the properties because doing so would be 
quicker than foreclosing on the mortgages. By foreclosing on the equity pledge, the trust would become 
the owner of the borrower and the special servicer would be able to sell properties as it wishes. We assume 
that an uncontested equity foreclosure will take approximately three months, and as long as eight months 
in a stressed environment. 

The special servicer would also have the option to foreclose on the mortgages, but that would require 
multiple actions, one per county, and would take longer than an equity foreclosure. By foreclosing on a 
mortgage, the trust would either become the owner of the properties the mortgage covers and then be able 
to sell them, or, if a bidder were to offer cash for the related properties at the foreclosure sale and the 
special servicer accepts the bid, it would receive the cash proceeds in exchange for the properties. 

Foreclosure timelines would depend on whether the county is in a judicial or non-judicial foreclosure state 
and on the specific procedures and issues in that state or county. Judicial foreclosures generally take longer 
than non-judicial foreclosures. Exhibit 7 shows the state concentrations of the properties in the transaction 
and identifies which of the states have judicial and which have non-judicial foreclosure regimes. 
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CSFR ColFin American 
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(Loan Sponsor) 

Colony American 
Homes 2014-1 Trust 
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100% 

100% 

100% 
 

CAH 2014-1 Equity 
Owner, LLC 
(Delaware) 

B 

Colony American 
Homes Asset, LLC 

(Depositor) 

A 

JPMorgan Chase 
Bank, National 

Association 
(Loan Seller) 

CAH 2014-1 Borrower, LLC 
(Delaware) 
(Borrower) 

C 
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EXHIBIT 7 

State Foreclosure Regimes 
State Judicial / Non-Judicial Foreclosure % of Cut-off Date Loan Balance 

Arizona Non-judicial 9.6% 

California Non-judicial 37.7% 

Colorado Non-judicial 4.6% 

Florida Judicial 20.3% 

Georgia Non-judicial 7.7% 

Nevada Non-Judicial 14.9% 

Texas Non-judicial 5.2% 

Source: Moody’s Investors Service 
 

Mortgages are a powerful deterrent to substantive consolidation challenges 

The mortgages on the properties deter potential challenges to the securitization structure by the sponsor’s 
creditors in the event of the sponsor’s bankruptcy because the mortgages give the issuer a first lien on the 
properties and first rights to their value ahead of any other creditor. If the sponsor were to become 
bankrupt, its creditors could seek to maximize the assets in the bankruptcy estate by claiming that the 
borrower should be substantively consolidated with the sponsor. Although we believe that such a challenge 
would have a very low likelihood of success because the structure of the transaction protects against this 
risk, the consequences of a successful challenge would be that the properties would belong to the sponsor’s 
bankruptcy estate. In that event, without  mortgages, the securitization would lose its rights to the 
properties and bondholders would likely suffer a severe loss. 

Methodology  

In its approach to rating securities backed by single family rental properties, Moody’s compares the credit 
risk inherent in the underlying properties with the credit protection offered by the transaction structure. 
The analysis of a single family rental securitization is largely based on the approach Moody’s applies to 
large loan commercial mortgage backed securities (CMBS) backed by multifamily housing, "Moody’s 
Approach to Rating CMBS Large Loan/Single Borrower Transactions". Moody’s relied on this CMBS 
rating methodology to analyze the expenses incurred from and cash flows generated by the underlying 
properties and to assess the probability of the loan’s default during its term and stresses the recovery value 
from properties at a time of refinancing or liquidation as detailed below. Moody’s deviated from the 
published methodology when assessing the collateral value. We based our collateral value analysis on the 
lower of the recent BPO (Broker Price Opinion) values subject to further haircuts and the purchase price 
partially adjusted for renovation completed by Colony American Homes instead of our usual cash flow 
analysis based on cap rates. The analysis considered, among other things, a review of the housing markets 
in the key MSAs, our home price depreciation assumptions in conventional RMBS, and Moody’s 
Analytics’ “Scenario 4” stress, which models a protracted slump in the economy. As a result of such 
stressed values we deviated from our published LTV targets. For example in order to calculate the advance 
rate (LTV) consistent with a Aaa rating we assumed a further 35%-45% price decline on the unsold 
properties depending on the MSA’s. 

The performance of the manager is a key driver of cash flows in a single family rental securitization. While 
the operation and management of single family rental properties may closely resemble multi-family rental 
properties, the geographic dispersion of individual single family properties may generate higher operating 
costs than multi-family properties. Additionally, because each home has unique features, the renovation, 
maintenance, and marketing may be more demanding than in a typical multi-family setting. Management 
on the national level will require greater economies of scale.  
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The value of single family residential properties has traditionally not been directly related to income the 
property may generate as a rental property. Value interpreted by traditional buyers and sellers of single 
family residential properties may include many qualitative factors that cannot be quantified through an 
income approach. Moody’s believes that traditional RMBS valuation of the single family residential 
properties, which is based on recent sales of comparable properties, is more appropriate for this asset class. 
However, because of the high concentration of properties in a few markets and potentially greater price 
volatility, Moody’s assumes greater home price depreciation when determining recovery values from these 
properties compared to the stress it uses to rate RMBS transactions.  

Moody’s bases its principal recovery estimates on a liquidation scenario in which the trust liquidates a 
significant portion of the properties under stressed conditions that include falling home prices and long 
foreclosure timelines that increase the costs of maintaining the properties. Our recovery estimates also 
account for rental income under the assumption that the trust will continue to rent out a portion of the 
homes following a default until the properties are foreclosed and vacated prior to REO sale. The 
collateral’s final recovery value is equal to our estimate of the properties’ initial value (the "Moody’s Value") 
minus the value lost following a home price stress, adjusted for a portion of the rental revenue net of the 
full rental expenses and all expenses incurred by vacant properties. Additionally Moody’s adjusts the final 
recovery amount by the legal, servicing and other carrying costs associated with a portfolio liquidation. We 
derive our assumptions from our experience in assessing single family residential values and our assessment 
of current market conditions. 

Moody’s determines a stressed recovery value in a default scenario by:  

» Assigning an initial Moody’s Value to the collateral  

» Assuming a certain limited percentage of properties would be sold at full market value and the trust 
would only receive the applicable release premium  

» Stressing the recovery values of the remaining properties that were not released  

Moody’s then calculates revenue and expense adjustments to the stressed recovery value by:  

» Assuming a portion of the properties are vacant at default and estimating rental income and 
associated costs on the portion of properties during the stressed liquidation timelines  

» Estimating the total cost required to maintain all the remaining properties until liquidation 

» Estimating foreclosure costs such as fixed legal costs, servicing fees, special servicing liquidation fees, 
and transfer taxes 

» Estimating potential master servicer advances plus the interest on the servicer advances  

Moody’s evaluates the net cash flow from the properties to assess the probability of default on the loan 
during the term. It makes property-specific adjustments to the underwriter’s net cash flow projections. In 
order to derive the net cash flow available to service the debt, Moody’s considers current rental market 
conditions, a portfolio’s more recent performance, operating expense ratios, and industry outlooks and 
forecasts made by industry participants. We also consider market-level adjustments to concessions, sales 
and marketing, commissions, management fees, and capital items such as on-going maintenance expenses 
and replacement reserves to the extent not already fully reflected in the underwritten cash flow. Moody’s 
derives its adjustment to property level cash flow for single family rental properties from its experience in 
assessing stabilized net cash flow for multifamily properties.  

Moody’s published a request for comment, “Moody’s Approach to Rating Single-Family Rental 
Securitizations” on March 4, 2014.  If our approach becomes effective as proposed, there will be no ratings 
impact on this transaction.  
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Transaction Details 

We determined the stressed recovery value based on a range of scenarios/stresses but following the general 
steps outlined below: 

1) We first determined the initial Moody’s Value of the collateral. We considered both (a) the sponsor’s 
acquisition cost (the price it paid to acquire the properties), adjusted for improvements that the 
sponsor has made and any home price appreciation since the acquisition of all the properties in 2012 
and (b) the most recent broker price opinion (BPO), to which we applied a 15% haircut because the 
value was not based on a full appraisal by a licensed appraiser that we consider to be more reliable. 

To adjust the acquisition cost for improvements and home price appreciation, we added 50% of the 
cost of any renovations that the sponsor completed, plus 50% of our estimate of the increase in the 
property’s value from home price appreciation, based on the change in its MSA’s National Association 
of Realtors’ median home value since acquisition. We did not give a home price appreciation benefit 
to lower-value properties because they tend not to appreciate as much as higher-value ones and are less 
liquid. We estimated the Moody’s Value of the portfolio to be $585,464,316. 

2) We assumed that a certain percentage of the properties were sold out of the transaction at full market 
value prior to the borrower default. We based the principal receipt from those properties on their 
allocated loan amounts and the premiums that the sponsor must remit to the trust to release them. 

3) We then stressed the recovery values of the remaining properties that the sponsor did not release by 
applying a home price depreciation factor to the properties’ Moody’s Value, ranging from 35% to 
45% for different MSAs. Our home price depreciation assumptions are informed by, among other 
things, a review of the housing markets in the key MSAs, our home price depreciation assumptions in 
conventional RMBS, and Moody’s Analytics’ “Scenario 4” stress, which models a protracted slump in 
the economy. 

4) We then calculated the revenue and expense adjustments for the distressed sold properties. The 
revenue would come from the in-place rental income on the portion of properties that are still rented 
while they are awaiting liquidation, and the expenses come from in-place expenses, including 
maintenance, taxes, servicing, and other fees and costs on the properties. 

Both the revenues and costs depend heavily on the assumed timelines necessary for foreclosure and 
liquidation. The foreclosure timeline will depend on whether the trust forecloses on the equity pledge 
from the borrower, which is faster, or on the liens from the mortgages. The length of a property 
foreclosure itself depends in part on whether the property is in a judicial or non-judicial foreclosure 
state. In our Aaa stress scenario, we assume that the trust pursues the longer and costlier mortgage 
foreclosure route; in our Baa2 stress scenario, we assume that it pursues the quicker equity foreclosure 
route. 

We calculated revenues and expenses in three steps: 

5) In our Aaa stress scenarios, we assumed that the total cost required to maintain all the properties 
remaining in the pool after default, including real estate taxes, property management fees, vacancy, 
home owners’ association fees, insurance, repairs, and sales and marketing would stretch for 35 
months, while a portion of the properties would generate rental income for 25 months. We placed a 
lighter stress on foreclosure timelines for this transaction than in a typical RMBS transaction because 
we expect the foreclosure process to be quicker given that the trust does not have to foreclose on 
individual borrowers; instead, it will foreclose either on the lien of the mortgage or the equity in the 
SPE borrower. 



 

 
  

24 MARCH 20, 2014 PRE-SALE REPORT: COLONY AMERICAN HOMES 2014-1 SINGLE FAMILY RENTAL PASS-THROUGH CERTIFICATES 

 

STRUCTURED FINANCE 
 

6) We also estimated foreclosure costs that included fixed legal costs, servicing fees of 0.25% of the loan 
amount, special servicing liquidation fees of 0.75% of the property value and transfer taxes of 0.70% 
of the property value for a property in Florida. 

7) Last, we assumed that the master servicer will continue to advance principal and interest (to the extent 
deemed recoverable) on the certificates until the properties are liquidated and estimated the necessary 
interest accrued on the amount of servicer advances. 

The Final Recovery Value is the sum of the recovery values of the premium released properties (Step 2), 
the recovery values of the distressed-sold properties (Step 3), and the rental income following default (Step 
4), minus the maintenance costs (Step 5), foreclosure expenses (Step 6), and advance reimbursements 
(Step 7). The transaction’s advance rate is the ratio of the liabilities to the Final Recovery Value. We use 
the advance rate to determine whether the asset value is sufficient to support a targeted rating level, given 
the amount of the transaction’s liabilities. 

To gauge the sensitivity of the transaction’s advance rate to different underlying assumptions, we ran 
scenario analyses varying the home price depreciation rate, vacancy rate and premium release percentage. 
Depending on the combination of these components, the transaction’s advance rate at the Aaa level can 
range from the low 40% to the high 50% 

Cash Flow Analysis 

Net Cash Flow Adjustment and DSCR 

We also evaluated the portfolio’s cash flow to assess the probability of the loan’s default during the term. 
Based partly on information we received and partly on assumptions we make when analyzing a 
multifamily CMBS transaction, we made property-specific adjustments to the underwriter’s net cash flow 
projections. To derive the net cash flow available to service the rated debt, we considered current rental 
market conditions, the portfolio’s more recent performance, operating expense ratios, and industry 
outlooks and forecasts by industry participants. We also considered market-level adjustments to 
concessions, sales and marketing, commissions, management fees, and capital items such as ongoing 
maintenance expenses and replacement reserves to the extent not already fully reflected in the 
underwritten cash flow. Our adjustment to property level cash flow is based on our experience in assessing 
stabilized net cash flow for multifamily properties. 

Moody’s weighted average adjustment to the pool’s underwritten net cash flow was -17.8%. Exhibit 8 on 
the following page summarizes the cash flows. 

Moody’s DSCR 

The Moody’s Actual Debt Service Coverage Ratio is 1.67. The DSCR is Moody’s net cash flow divided by 
the starting debt service using the initial indicated interest rate. 

Operating History 
Estimating future performance without the benefit of any historical performance data is a difficult 
endeavor. Although the operation and management of single-family rental properties resembles the 
operation and management of multifamily rentals, the geographic dispersion of individual single-family 
properties could resulted in higher operating costs than for multifamily properties. Additionally, the 
unique features, appliances and building materials of a particular home make renovation, maintenance and 
marketing more complex than for a typical multifamily setting. 
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EXHIBIT 8 

State Concentrations 
  CAH Underwriting CAH Moody’s IH Underwriting IH Moody’s 

Gross Rental Income  $56,673,705  $56,673,705  $50,493,909 $50,493,909  

Other Income  $0  $0  $436,942 $436,942  

Total Revenue  $56,673,705  $56,673,705  $50,930,851 $50,930,851 

       

Vacancy/Collection Loss  ($4,314,307) ($6,517,476) ($3,029,625) ($5,093085) 

Effective Gross Income (EGI)  $52,359,398  $50,156,229  $47,901,217  $45,837,766  

       

Property Management Fee  $3,876,258  $4,514,061  $2,847,856 $4,125,399 

Property Taxes  $7,071,228  $7,236,714  $5,875,364 $5,875,364 

HOA Expense  $1,162,331  $1,162,331  $969,419 $969,419 

Insurance Expense  $1,954,264  $1,954,264  $1,245,421 $1,245,421 

Repairs and Maintenance  $3,025,924  $4,458,000  $2,371,835 $3,848,400 

Turnover Costs  $2,217,575  $2,217,575  $1,517,762 $1,517,762 

Leasing and Marketing  $1,322,386  $1,322,386  $1,122,269  $1,122,269  

Total Expense  $20,629,966  $22,865,330  $15,949,927 $18,704,034 

Net Operating Income (NOI)   $31,729,432  $27,290,899  $31,951,290  $27,133,732  

     Moody’s NOI Haircut  -14.0% 
 

  -15.1% 

      

Capital Items  $2,039,400  $2,886,400  $1,443,150  $2,565,600  

Net Cash Flow (NCF)  $29,690,032  $24,404,499  $30,508,140  $24,568,132  

     Moody’s NCF Haircut  -17.8% $2,886,400   -19.5% 

Source: Moody’s Investors Service 
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Representations and Warranties 

The seller of the loan, JPMorgan Chase Bank, National Association, has made limited representations and 
warranties on the loan to the depositor, Colony American Homes Asset, LLC, and these have been 
assigned to the trustee for the benefit of the certificate holders. A material breach of any representation will 
require that the seller cure or repurchase the loan at par. These limited representations and warranties 
confirm, among other things, the following: 

» that the seller is the sole owner of the loan and the other collateral and will transfer them to the 
depositor free and clear of any liens or other encumbrances of any nature 

» that the loan has not defaulted 

» that the loan is a qualified mortgage under the REMIC rules 

The borrower made representations and warrantees in the loan agreement, which confirm, among other 
things: 

» title to the underlying properties 

» the first priority lien status of the mortgage loan 

» the title insurance on each of the properties 

» the deed for each of the properties 

» the taxes on the properties are not delinquent 

» compliance with renovation standards 

» completeness of the property files 

» no damage on the properties 

» each property’s leasing to an eligible tenant 

» each property’s insurance coverage 

» the accuracy of the information in the property files 

» the properties’ compliance with all applicable legal requirements and environmental laws 

A material breach of any of the borrower representations and warranties relating to the properties will 
require that the borrower (a) cure the breach, (b) buy out the property at a price equal to its allocated loan 
amount, or (c) substitute the property with an eligible property. Failure to do one these will cause an event 
of default on the loan. 

These representations and warranties are typical for single borrower, multi-property CMBS transactions.3 

Third Party Reviews 

A third party, Green River Capital (GRC), obtained broker price opinions (BPOs) on all of the properties 
in the transaction from third-party vendors. We consider full appraisals by licensed appraisers to be more 
reliable than BPOs, which generally represent the opinion of a real estate broker. To mitigate our concern, 
the BPO provider shared with us a significant amount of data comparing their BPOs to actual sales prices 
of the properties. In addition, the depositor engaged another independent third-party vendor to review the 
BPOs of 298 randomly selected properties. As part of the review, the third party reviewed the subject of 

                                                                        
3  Readers can access the transaction’s Rule 17g-7 Report of Representations and Warranties here 

http://www.moodys.com/viewresearchdoc.aspx?docid=PBS_SF360521
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the related BPO, the comparable properties selected in determining the BPO value, and provided an 
opinion of value as of the date of its report. Exhibit 9 shows that only four of the 298 properties the third 
party reviewed had a reconciled value that was more than 15% lower than the BPO value GRC provided. 

EXHIBIT 9 

Number of Reconciled Property Values vs. GRC BPOs 
Reconciled Value: 5-10% higher  3 

Reconciled Value: 0-5% higher  10 

No difference  227 

Reconciled Value: 0-5% lower  26 

Reconciled Value: 5-10% lower  24 

Reconciled Value: 10-15% lower  4 

Reconciled Value: >15% lower  4 

Source: Moody’s Investors Service, based on data from GRC 
 

To determine each property’s Moody’s Value, we applied a 15% haircut to their BPO values and 
compared them with the sponsor’s initial acquisition price, adjusted for some home price appreciation and 
a portion of rehabilitation costs. The final Moody’s Value of all the properties in the pool was 
$585,464,316. 

Title and Deed Review 

One or more third party vendors also conducted the following: 

» Deeds: For all properties, the third-party vendor reviewed the deed for each property to verify that (a) 
the legal description matches the legal description in the related title commitment and (b) the deed 
conveys title to the property to the borrower (with vesting in the correct name of the borrower). 

» Title Insurance: For all properties, the third-party vendor reviewed a commitment for an owner’s title 
insurance policy and a lender’s title insurance policy to (a) verify that the legal description matches the 
legal description in the related deed, (b) identify all monetary liens in the commitment for purposes of 
removal of such monetary liens on or before the closing date (except for liens for taxes not yet due and 
delinquent) and (c) determine that any non-monetary encumbrances in the commitment are not 
reasonably likely to, and do not, have a material adverse effect on the value, use, occupation, leasing, 
or marketability of such property or result in any material liability to, claim against, or obligation of 
the lender or material liability or obligation on the part of the borrower or any related party. 

» Mortgage Documents: For each property, the third-party vendor reviewed the applicable mortgage 
document to verify that (a) the property-specific information in the mortgage document is correct and 
(b) the legal description in the mortgage document matches the legal description in the applicable 
deed. 

Environmental 

The properties were not subject to environmental investigation or reports, as in a typical CMBS 
transaction, although the borrower has made certain representations and warranties about the condition of 
the properties. Additionally, the borrower executed an environmental indemnity agreement with respect to 
the properties in favor of the lender. Under this agreement, the borrower agrees, at its sole cost and 
expense, to protect and indemnify the lender from any losses incurred as a result of environmental hazards. 
In a typical CMBS transaction, we would expect the environmental indemnity to be provided by a well 
capitalized sponsor of the borrower. However, we believe that the environmental risk associated with a 
pool of single-family properties is limited and should not present a significant risk for the trust. 
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Engineering 

We did not receive third-party property condition assessments for any of the properties, although the 
borrower has made certain representations and warranties about the condition of the properties. 
Additionally, all of the properties have benefited from some level of renovation. The borrower has spent 
approximately $66.9 million or an average $19,689 per home in renovation costs since acquiring the 
properties. 

Insurance 

The increased risk of earthquake and windstorm damage in light of geographic property concentrations 
are mitigated in part by windstorm and earthquake insurance programs. The properties are covered by 
blanket insurance policies that also cover other properties CAH owns. The policies provide for a 
maximum deductible equal to 5% for windstorm and 10% for earthquake of the total insurable value of 
each affected property per occurrence. 

By total cost (acquisition price plus renovation cost), properties in California account for approximately 
36% of the transaction and approximately 30% of all of CAH’s properties in California. Properties in 
Florida account for approximately 6%, and properties in California, for approximately 12%, of all the 
sponsors’ properties. Additionally, insurance for business income or rental loss is included. 

PML Approach to Windstorm and Earthquake Insurance 

The loan documents require that the borrower maintain windstorm and earthquake insurance coverage in 
an amount equal to 100% of the 475-year probable maximum loss (PML), rather than the full 
replacement cost of the subject properties. The borrower’s property insurance coverage is provided under a 
blanket policy that covers the collateral properties and many other additional non-collateral properties. 
The collateral pool includes 749 properties (20.3% of the loan balance) in Florida and 158 properties 
(8.1% of the loan balance) in Northern California. The PML return period of 475 years is not exacting 
enough to meet our Aaa or Aa expected loss thresholds. In addition, the PML report did not contain a 
detailed or robust-enough discussion of the key assumptions and considerations used in its analysis. As we 
noted in US CMBS: Is PML the Answer to the Hurricane Insurance Crunch?, (5 October 2006), we 
expect properties to be insured at full replacement value, and a PML approach to windstorm insurance 
coverage is credit negative. We increased our loss expectation on the higher-rated notes to account for less-
than-we-expected insurance coverage. 

  

http://www.moodys.com/viewresearchdoc.aspx?docid=PBS_SF83237
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Collateral Overview 

Exhibits 10 to 15 detail the portfolio’s composition and characteristics. 

EXHIBIT 10 

BPO Values of the Properties 

Most Recent BPO 
Value ($) 

Number of  
Properties 

Aggregate 
Total Cost Basis 

(Post-Rehab) 
($) 

% by Total 
Cost Basis 

(Post-
Rehab) 

Aggregate 
Most Recent 

BPO Value 
($) 

% by Most 
Recent 

BPO Value 

Aggregate 
Underwritten 

Net Cash Flow 
($) 

% by 
Underwritten 

Net Cash Flow 

Weighted 
Average 

Contractual 
Rent 

Per Month 
($) 

Weighted 
Average 

Lease 
Remain 

(mos) 

50,000 - 74,999 22 1,677,175 0.3% 1,467,900 0.2% 113,857 0.4% 886 6 

75,000 - 99,999 127 10,877,271 1.7% 11,318,516 1.5% 750,436 2.5% 981 5 

100,000 - 124,999 341 34,415,303 5.5% 38,417,225 5.2% 2,176,652 7.3% 1,058 6 

125,000 - 149,999 502 59,806,054 9.5% 68,643,294 9.4% 3,294,399 11.1% 1,066 6 

150,000 - 174,999 504 71,971,617 11.4% 81,512,790 11.1% 3,733,488 12.6% 1,160 6 

175,000 - 199,999 446 72,194,446 11.4% 82,768,262 11.3% 3,642,066 12.3% 1,260 6 

200,000 - 224,999 275 50,170,828 8.0% 58,187,293 7.9% 2,343,452 7.9% 1,336 6 

225,000 - 249,999 242 49,459,957 7.8% 57,116,550 7.8% 2,199,562 7.4% 1,447 7 

250,000 - 274,999 193 42,833,411 6.8% 50,359,200 6.9% 1,964,655 6.6% 1,594 6 

275,000 - 299,999 131 32,007,125 5.1% 37,369,500 5.1% 1,387,949 4.7% 1,686 6 

300,000 - 399,999 377 108,349,983 17.2% 129,635,823 17.7% 4,464,274 15.0% 1,883 6 

400,000 - 499,999 160 59,863,985 9.5% 70,848,750 9.7% 2,272,754 7.7% 2,274 6 

500,000 - 599,999 58 25,492,536 4.0% 31,349,850 4.3% 932,167 3.1% 2,581 7 

600,000 - 699,999 14 7,423,619 1.2% 9,165,900 1.2% 259,836 0.9% 2,997 6 

700,000 - 799,999 4 2,444,911 0.4% 3,005,000 0.4% 94,506 0.3% 3,580 8 

800,000 - 899,999 3 1,779,007 0.3% 2,510,000 0.3% 59,980 0.2% 3,232 6 

Total: 3,399 630,767,226 100.0% 733,675,853 100.0% 29,690,032 100.0% 1,389 6 

          
Minimum: 55,000 

        
Maximum: 850,000 

        
Average: 215,851 

        
Total: 733,675,853 

        
Source: Moody’s Investor Service, based on data from the offering circular 

  



 

 
  

30 MARCH 20, 2014 PRE-SALE REPORT: COLONY AMERICAN HOMES 2014-1 SINGLE FAMILY RENTAL PASS-THROUGH CERTIFICATES 

 

STRUCTURED FINANCE 
 

EXHIBIT 11 

Total Cost Basis (Post-Rehab) of the Properties 

Total Cost Basis 
(Post-Rehab) ($) 

Number of  
Properties 

Aggregate 
Total Cost Basis 

(Post-Rehab) 
($) 

% by Total 
Cost Basis 

(Post-Rehab) 

Aggregate 
Most Recent 

BPO Value 
($) 

% by Most 
Recent 

BPO Value 

Aggregate 
Underwritten 

Net Cash Flow 
($) 

% by 
Underwritten 

Net Cash Flow 

Weighted 
Average 

Contractual 
Rent 

Per Month 
($) 

Weighted 
Average 

Lease 
Remain 

(mos) 

50,000 - 74,999 76 5,165,453 0.8% 7,888,400 1.1% 434,775 1.5% 899 5 

75,000 - 99,999 341 30,350,097 4.8% 38,974,635 5.3% 2,113,112 7.1% 1,002 5 

100,000 - 124,999 494 55,622,234 8.8% 66,964,980 9.1% 3,234,176 10.9% 1,073 6 

125,000 - 149,999 531 73,228,743 11.6% 85,267,244 11.6% 3,905,042 13.2% 1,162 6 

150,000 - 174,999 495 80,281,336 12.7% 91,137,519 12.4% 3,964,291 13.4% 1,255 6 

175,000 - 199,999 346 64,445,711 10.2% 72,743,383 9.9% 3,020,021 10.2% 1,359 7 

200,000 - 224,999 276 58,697,378 9.3% 68,837,569 9.4% 2,628,201 8.9% 1,506 6 

225,000 - 249,999 214 50,660,069 8.0% 57,591,043 7.8% 2,167,959 7.3% 1,607 7 

250,000 - 274,999 136 35,644,739 5.7% 40,557,720 5.5% 1,499,148 5.0% 1,750 6 

275,000 - 299,999 93 26,842,758 4.3% 31,138,600 4.2% 1,101,467 3.7% 1,900 6 

300,000 - 324,999 93 28,964,648 4.6% 33,269,400 4.5% 1,148,509 3.9% 1,978 7 

325,000 - 349,999 90 30,328,636 4.8% 35,130,770 4.8% 1,179,515 4.0% 2,085 6 

350,000 - 374,999 45 16,271,957 2.6% 18,879,400 2.6% 630,376 2.1% 2,221 6 

375,000 - 399,999 56 21,721,652 3.4% 25,442,640 3.5% 811,349 2.7% 2,319 6 

400,000 - 424,999 33 13,586,316 2.2% 15,027,700 2.0% 486,983 1.6% 2,372 7 

425,000 - 449,999 29 12,693,443 2.0% 14,193,550 1.9% 468,153 1.6% 2,572 8 

450,000 - 474,999 21 9,718,939 1.5% 11,159,400 1.5% 317,835 1.1% 2,518 7 

475,000 - 499,999 5 2,427,373 0.4% 2,849,900 0.4% 81,400 0.3% 2,673 8 

500,000 - 524,999 10 5,127,625 0.8% 6,236,000 0.8% 176,005 0.6% 2,854 7 

525,000 - 549,999 2 1,075,256 0.2% 1,425,000 0.2% 37,882 0.1% 3,033 8 

550,000 - 574,999 6 3,361,558 0.5% 3,886,000 0.5% 127,742 0.4% 3,241 6 

575,000 - 599,999 1 587,574 0.1% 790,000 0.1% 22,672 0.1% 3,700 9 

600,000 - 624,999 2 1,240,449 0.2% 1,359,000 0.2% 51,820 0.2% 3,998 8 

625,000 - 649,999 1 633,554 0.1% 670,000 0.1% 21,954 0.1% 3,500 7 

>= 650,000 3 2,089,727 0.3% 2,256,000 0.3% 59,643 0.2% 3,390 8 

Total: 3,399 630,767,226 100.0% 733,675,853 100.0% 29,690,032 100.0% 1,389 6 

         
 

Minimum: 51,293 
       

 

Maximum: 710,998 
       

 

Average: 185,574 
       

 

Total: 630,767,226 
       

 

Source: Moody’s Investor Service, based on data from the offering circular 
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EXHIBIT 12 

Total Upfront Renovation Cost of the Properties 

Total Upfront Renovation 
Costs ($) 

Number of  
Properties 

Aggregate 
Total Cost Basis 

(Post-Rehab) 
($) 

% by Total 
Cost Basis 

(Post-Rehab) 

Aggregate 
Most Recent 

BPO Value 
($) 

% by Most 
Recent 

BPO Value 

Aggregate 
Underwritten 

Net Cash Flow 
($) 

% by 
Underwritten 

Net Cash Flow 

Weighted 
Average 

Contractual 
Rent 

Per Month 
($) 

Weighted 
Average 

Lease 
Remain 

(mos) 

0 - 4,999 483 65,167,128 10.3% 74,119,832 10.1% 3,725,066 12.5% 1,274 6 

5,000 - 9,999 383 67,552,494 10.7% 77,529,040 10.6% 3,115,770 10.5% 1,254 6 

10,000 - 14,999 531 93,649,159 14.8% 107,927,650 14.7% 4,474,851 15.1% 1,301 6 

15,000 - 19,999 537 98,673,063 15.6% 116,553,689 15.9% 4,652,314 15.7% 1,366 6 

20,000 - 24,999 467 86,421,408 13.7% 100,582,254 13.7% 4,121,070 13.9% 1,402 6 

25,000 - 29,999 317 59,339,682 9.4% 70,218,485 9.6% 2,786,175 9.4% 1,411 6 

30,000 - 34,999 236 46,638,268 7.4% 54,021,450 7.4% 2,169,053 7.3% 1,471 7 

35,000 - 39,999 153 33,118,251 5.3% 38,880,500 5.3% 1,459,389 4.9% 1,535 6 

40,000 - 44,999 105 26,864,041 4.3% 31,647,963 4.3% 1,093,265 3.7% 1,695 6 

45,000 - 49,999 74 18,697,689 3.0% 21,927,750 3.0% 773,252 2.6% 1,691 6 

50,000 - 54,999 42 12,665,719 2.0% 14,783,600 2.0% 495,285 1.7% 1,919 6 

55,000 - 59,999 31 9,535,649 1.5% 11,021,650 1.5% 361,535 1.2% 1,911 6 

60,000 - 64,999 18 5,739,279 0.9% 6,561,800 0.9% 208,926 0.7% 1,916 6 

65,000 - 69,999 9 2,070,371 0.3% 2,292,920 0.3% 77,699 0.3% 1,471 8 

70,000 - 74,999 6 1,897,658 0.3% 2,374,900 0.3% 73,031 0.2% 1,990 7 

75,000 - 79,999 2 961,018 0.2% 1,039,000 0.1% 34,210 0.1% 2,748 10 

80,000 - 84,999 3 1,111,927 0.2% 1,458,370 0.2% 44,768 0.2% 2,332 7 

85,000 - 89,999 2 664,422 0.1% 735,000 0.1% 24,370 0.1% 2,000 7 

Total: 3,399 630,767,226 100.0% 733,675,853 100.0% 29,690,032 100.0% 1,389 6 

          
Minimum: 0 

        
Maximum: 89,273 

        
Weighted Average: 19,689 

        
Total: 66,923,988 

        
Source: Moody’s Investor Service, based on data from the offering circular 
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EXHIBIT 13 

Contractual Rent per Month of the Properties 

Contractual Rent per 
Month ($) 

Number of  
Properties 

Aggregate 
Total Cost Basis 

(Post-Rehab) 
($) 

% by Total 
Cost Basis 

(Post-Rehab) 

Aggregate 
Most Recent 

BPO Value 
($) 

% by Most 
Recent 

BPO Value 

Aggregate 
Underwritten 

Net Cash Flow 
($) 

% by 
Underwritten 

Net Cash Flow 

Weighted 
Average 

Contractual 
Rent 

Per Month 
($) 

Weighted 
Average 

Lease 
Remain 

(mos) 

500 - 749 25 2,149,050 0.3% 2,725,900 0.4% 94,626 0.3% 690 7 

750 - 999 538 58,634,028 9.3% 71,378,950 9.7% 2,943,426 9.9% 904 6 

1,000 - 1,249 883 118,294,515 18.8% 136,446,814 18.6% 6,118,622 20.6% 1,118 6 

1,250 - 1,499 913 153,235,746 24.3% 173,485,383 23.6% 7,923,206 26.7% 1,350 6 

1,500 - 1,749 404 87,723,442 13.9% 103,735,246 14.1% 4,042,105 13.6% 1,598 6 

1,750 - 1,999 288 79,021,303 12.5% 91,884,220 12.5% 3,370,079 11.4% 1,849 6 

2,000 - 2,249 148 49,152,896 7.8% 57,020,990 7.8% 1,968,928 6.6% 2,110 6 

2,250 - 2,499 111 41,787,475 6.6% 49,066,500 6.7% 1,626,593 5.5% 2,339 6 

2,500 - 2,749 53 22,317,044 3.5% 25,922,850 3.5% 871,206 2.9% 2,570 7 

2,750 - 2,999 18 8,381,798 1.3% 10,028,000 1.4% 329,491 1.1% 2,861 5 

3,000 - 3,249 5 2,566,074 0.4% 3,383,000 0.5% 100,824 0.3% 3,150 5 

3,250 - 3,499 6 3,238,816 0.5% 3,703,000 0.5% 132,468 0.4% 3,361 7 

>= 3,500 7 4,265,038 0.7% 4,895,000 0.7% 168,458 0.6% 3,678 7 

Total: 3,399 630,767,226 100.0% 733,675,853 100.0% 29,690,032 100.0% 1,389 6 

          
Minimum: 583 

        
Maximum: 4,400 

        
Weighted Average: 1,389 

        
Total: 4,722,809 

        
Source: Moody’s Investor Service, based on data from the offering circular 
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EXHIBIT 14 

Underwritten Net Cash Flow of the Properties 

Underwritten Net Cash 
Flow ($) 

Number of  
Properties 

Aggregate 
Total Cost Basis 

(Post-Rehab) 
($) 

% by Total 
Cost Basis 

(Post-Rehab) 

Aggregate 
Most Recent 

BPO Value 
($) 

% by Most 
Recent 

BPO Value 

Aggregate 
Underwritten 

Net Cash Flow 
($) 

% by 
Underwritten 

Net Cash Flow 

Weighted 
Average 

Contractual 
Rent 

Per Month 
($) 

Weighted 
Average 

Lease 
Remain 

(mos) 

0 - 2,499 1 253,787 0.0% 329,000 0.0% 2,012 0.0% 900 9 

2,500 - 4,999 146 15,010,310 2.4% 17,744,600 2.4% 648,639 2.2% 815 6 

5,000 - 7,499 1234 157,016,982 24.9% 181,481,934 24.7% 7,873,996 26.5% 1,060 6 

7,500 - 9,999 1075 188,845,289 29.9% 218,451,149 29.8% 9,312,729 31.4% 1,367 6 

10,000 - 12,499 554 129,949,193 20.6% 151,558,870 20.7% 6,071,839 20.5% 1,681 6 

12,500 - 14,999 254 83,079,233 13.2% 97,506,450 13.3% 3,452,888 11.6% 2,117 6 

15,000 - 17,499 93 36,412,869 5.8% 43,019,450 5.9% 1,477,343 5.0% 2,461 7 

17,500 - 19,999 26 11,855,880 1.9% 13,522,000 1.8% 485,031 1.6% 2,798 6 

20,000 - 22,499 8 4,005,730 0.6% 4,905,400 0.7% 168,618 0.6% 3,128 5 

22,500 - 24,999 5 2,763,193 0.4% 3,344,000 0.5% 115,748 0.4% 3,513 7 

>= 25,000 3 1,574,759 0.2% 1,813,000 0.2% 81,187 0.3% 3,758 6 

Total: 3,399 630,767,226 100.0% 733,675,853 100.0% 29,690,032 100.0% 1,389 6 

          
Minimum: 2,012 

        
Maximum: 28,674 

        
Weighted Average: 8,735 

        
Total: 29,690,032 

        
Source: Moody’s Investor Service, based on data from the offering circular 
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EXHIBIT 15 

Acquisition Date of the Properties 

Acquisition Date 

Number 
of  

Properties 

Aggregate 
Total Cost Basis 

(Post-Rehab) 
($) 

% by Total 
Cost Basis 

(Post-Rehab) 

Aggregate 
Most Recent 

BPO Value 
($) 

% by Most 
Recent 

BPO  
Value 

Aggregate 
Underwritten 

Net Cash  
Flow 

($) 

% by 
Underwritten 

Net Cash Flow 

Weighted 
Average 

Contractual 
Rent 

Per Month 
($) 

Weighted 
Average 

Lease 
Remain 

(mos) 

2012-03 15 1,679,252 0.3% 2,213,900 0.3% 88,582 0.3% 930 5 

2012-04 34 4,172,714 0.7% 5,335,400 0.7% 204,909 0.7% 952 7 

2012-05 91 12,384,896 2.0% 16,240,800 2.2% 632,377 2.1% 1,078 7 

2012-06 183 23,554,494 3.7% 29,407,400 4.0% 1,327,187 4.5% 1,177 5 

2012-07 118 20,526,930 3.3% 26,117,600 3.6% 990,504 3.3% 1,335 6 

2012-08 98 18,573,502 2.9% 24,607,300 3.4% 928,179 3.1% 1,470 6 

2012-09 97 16,719,402 2.7% 22,272,800 3.0% 884,003 3.0% 1,398 5 

2012-10 238 31,561,873 5.0% 39,344,408 5.4% 1,988,536 6.7% 1,310 5 

2012-11 154 24,217,787 3.8% 32,248,194 4.4% 1,341,853 4.5% 1,326 4 

2012-12 141 23,367,135 3.7% 30,013,500 4.1% 1,248,076 4.2% 1,357 5 

2013-01 187 37,348,065 5.9% 45,897,599 6.3% 1,840,650 6.2% 1,515 5 

2013-02 287 57,826,476 9.2% 67,725,223 9.2% 2,704,369 9.1% 1,490 5 

2013-03 476 101,875,340 16.2% 114,604,960 15.6% 4,465,882 15.0% 1,514 6 

2013-04 498 102,203,896 16.2% 113,295,200 15.4% 4,491,548 15.1% 1,445 7 

2013-05 391 77,819,091 12.3% 83,785,970 11.4% 3,330,685 11.2% 1,395 7 

2013-06 226 44,832,947 7.1% 47,435,244 6.5% 1,888,215 6.4% 1,351 8 

2013-07 144 28,507,132 4.5% 29,599,355 4.0% 1,160,972 3.9% 1,313 8 

2013-08 19 3,286,562 0.5% 3,228,000 0.4% 159,554 0.5% 1,322 9 

2013-09 2 309,732 0.0% 303,000 0.0% 13,951 0.0% 1,075 10 

Total: 3,399 630,767,226 100% 733,675,853 100% 29,690,032 100.0% 1,389 6 

Source: Moody’s Investor Service, based on data from the offering circular 
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Monitoring 

As part of our ongoing monitoring of the transaction, we will review reported net operating income and 
mortgage balances to determine the applicable debt yields and assess the performance of  Colony 
American. We will also review portfolio vacancy rates and update home valuations based on sales prices in 
the indicated MSAs. 

Aaa Parameter Sensitivities 

Our Parameter Sensitivities provide a quantitative/model-indicated calculation of the number of rating 
notches that a structured finance security we rate would vary if some of the input parameters we used in 
the initial rating process differed. We typically analyze Parameter Sensitivities for all of the rated tranches 
of a given deal. The analysis, which assumes that the deal has not aged, is not intended to measure how 
the rating of the security might migrate over time, but rather, how the initial rating of the security might 
have differed if key rating input parameters differed. Investors can formulate their own views of the 
appropriate levels for the key assumptions and note the potential impact on the assigned ratings. 

Parameter Sensitivities only reflect the ratings impact of each scenario from a quantitative/model-indicated 
standpoint. We also take qualitative factors into consideration in the ratings process, so the actual ratings 
we assign in each case could vary from results of the Parameter Sensitivity analysis. The results generated 
by our rating models are one of many inputs to the rating process. We determine ratings collectively,  
through the exercise of judgment of our rating committees, which evaluate numerous quantitative and 
qualitative factors. 

If, in determining the initial rating, we decreased the Moody’s recovery on the collateral by 5%, the 
model-indicated ratings would be the following: 

» For the Class A’s current rating of (P)Aaa (sf), Aa1  

» For the Class B’s current rating of (P)Aa2 (sf), A1  

» For the Class C’s current rating of (P)A2 (sf), Baa3  

» For the Class D’s current rating of (P)Baa2 (sf) Ba2 
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