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REAL ESTATE ANALYSIS

BOARD ACTION REQUEST
April 23, 2009

Item

“ Presentation, discussion and possible action on a timely filed appeal regarding the underwriting
recommendation of a development under the 2008 Competitive Housing Tax Credit program,
#08190 Sutton Homes, San Antonio, Texas.

Required Action
Approve, deny or approve with amendments a determination on the appeal.

Background

Mr. Ryan Wilson, the contact for the General Partner of Sutton Homes, submitted an application
for funding under the 2008 Competitive Housing Tax Credit program to re-construct 194 units of
mixed-income targeting 30%, 50% and 60% and market rate households in San Antonio, Texas.
The application was approved to be added to the 2008 waiting list for a forward commitment,
subject to underwriting. The Applicant requested $1,200,000 in annual tax credits to support a
total development budget of $22,368,240.

The application was recommended for an annual tax credit award of $1,417,486. The
recommended amount incorporates the Board’s approved policy to allow the full 9% applicable
percentage as well as an increase in tax credits based on an additional 10% cushion in direct and
site work costs. '

The Applicant is appealing the amount of recommended tax credits and asserts that the
development now justifies an annual allocation of $1.65M based on new information not
previously provided to the Department. Specifically, the Applicant cites a reduction to the
permanent loan amount and terms, and a reduction in the syndication rate not previously
disclosed. In November 2008 the Board provided all 2008 applications on the waiting list to be
considered for a forward commitment an opportunity to provide to the Department by December
1, 2008 an updated syndication commitment letter. Use of the updated commitments for
underwriting purposes has been consistently applied to all 2008 applications that received a
forward commitment. The syndication commitment submitted by the Applicant on December 1,
2008 was the same commitment letter filed with the original application and dated February 22,
2008. As a result, the Underwriter utilized the syndication rate documented by the Applicant for
purposes of determining the recommended credit amount. The Applicant did not attempt to
provide new syndication information until the underwriting report was completed. Moreover
Section 50.17(b)(3) and a similar section in the 2009 QAP does not allow consideration of new
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information provided only in the appeal. The Board’s decision to allow the Underwriter to
consider the updated syndication commitment did not provide an unlimited timeframe for
considering other new information.

Recommendation

Staff recommends the Board deny the appeal.
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. Leslie Bingham Escarefio
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EXECUTIVE DIRECTOR Thomas H. Gann
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April 9, 2009

Mr. Scott Marks

Coats | Rose

1717 W. 6" Street, Suite 420
Austin, Texas 78703
Telephone: (512) 469-7987
Telecopier: (512) 469-9408 .

Re: Executive Director Appeal for Sutton Homes, TDHCA # 08190

Dear Mr, Marks:

Appeal Review

I have reviewed the subject application, as well as your appeal that was received on April 2,-2009 regarding the
underwriting recommendation for approval of the forward commitment of 2009 credits in the annual amount of
$1,417,486. ,

Your appeal is based on new information provided in the appeal letter, specifically a reduction to the permanent
toan amount and terms and a reduction in the syndication rate. Your appeal asserts that the development
justifies an annual allocation of tax credits in the amount of $1.65 million based,on this new information. The
appeal does not contest that the Underwriter’s determination of feasibility and recommended tax credit
allocation is incorrect. Rather, you are appealing the tax credit amount based on new information that was
previously unavailable to the Underwriter.

Pursuant to §49.17(b)(3) & §49.17(b)(5) of the 2009 QAP, Staff is unable to consider any information that was
not provided in your original application unless subsequently provided in a response for information by the
underwriter. . In November 2008 and as an exception to the above, the Board provided all 2008 applicants
receiving a forward commitment of 2009 credits an opportunity to submit by December 1, 2008 an updated
syndication commitment letter. Use of these updated syndication commitment letters for underwriting has been
consistently applied across all 2008 transactions that received a forward commitment award.

The syndication commitment letter submitted by you on December 1, 2008 was dated February 22, 2008 and
the same syndication commitment letter filed with the original application. As a result, the underwriter used the
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same syndication information contained in the original application. The Board’s decision to allow the
underwriter to consider the updated syndication commitment did not provide a waiver of the rules with respect
to considering other new information intending to amend the original application including the information
contained in your appeal.

T have determined that the Department’s rules and guidelines were applied evenly, fairly, and as 01'iginally'="
intended during the course of the underwriting analysis and in making the recommendation.

Appeal Determination
" The appeal is denied.

Pursuant to Title 10 Texas Administrative Code Section 1.7 you have requested that your appeal, if denied by
me, be filed with the Board and heard at its next regularly scheduled meeting. This appeal will be considered
by the Board at the April 23, 2009 Board meeting.

If you have questions or comments, please call me or Brent Stewart, Director of our Real Estate Analysis
Division at (512) 475-2973.

|

Sincerely,

Michael Gerber
Executive Director
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

REAL ESTATE ANALYSIS
Houslng Tax Cradlt Program - 2008 Application Cyele
Uadenvriting Repoft Notioe

Appeal Election Form: 88150 Sutton Homies (FG) Date Notice Sent: 3/26/08

| am in receipt of my 2008 Underwriting report notice and have reviewed the Appeal Policy at
10TAC Section 50.17(b). | recognize thet should I choose (o e s appeal, 1 must fle a formal
appaal to the Executive Divactor within seven days from the date this Notice was issued and the
Underwriting report wag posted 1o the Depattmunt’s web site. T understand that my sppeal must
identify my specifie grounds for appeal,

If ray sppeal is dented by the Exesntive Director, 1

f wf Do wish to have my appeal to the Bosrd of Dircetors and reguest thit my appeal be

" added to the next available Board of Ditectors’ meeting agenda, | understend that my
Board appeal documentation raust still be subirittad by 5:00 p.m., seven days priorto
the next Board meeting or three days nrior if the Bxecutive Direcao: has not reaponded
to my appeal in order to be included in the Board book, [ understand that if no
documentation is submitted, the appoal documantation submitied 1o the Executive
Ditector will be utilized,

’C] Wish t wait ©o hear the Exgcidive Dirsotor's response before dcmdmg on my

appeal 1o the Board of Directors,

E] Do et wish to appeal to the Board of Direstors ar Executive Director.

-~ /i
7 ; 4 'y
Signed =f’ X e vgdj{/f}(- ..... 4oL
Fitle hrtgend Oh e Mgt
pae ___ hel-tq

Please fax or e-mail to the attention of:
Pam Cloyde: (fax} 512.475.4420
{e-rnail} parmeta cloydef@tdhea. staie oy



COATS | ROSE

Housron
smarksEeoatsrose.com ‘ AUSTIN
DALLAS
Dircet Fax . : San-ANTONIO
{713) #90-39H1 T CLEARLAKB/GALVESTON CO.
: N QRLEANS

April 2, 2009

Via Email (pamela.cloyde@tdhea.state tx.us)
Ms. Pam Cloyde

Real Estate Analysis

TDHCA

221 Gast 11" Street

Austin, Texas 78701

Re:  Appeal of Underwriting Report for Sutton Homes (#08190)
Dear Ms. Cloyde:

Please accept this letter as an gppeal of the Underwriting Report issued 3/26/09 for Sutton
Homes, TDHCA #08190. Sutton Homes received a forward commitment of 2009 credits in the
amount of $1,417,486. This appeal is based on a syndication rate that has dropped by more than
10 cents since the application was submitted and a permanent loan amount that has dropped by
more than $1.8 million.

The tax credit allocation amount was underwritten using the “Gap/DCR Method”
pursuant to 1.32(c)(2) of the Real Estate Analysis Rules (the “Underwriting Rules™). As-required
by the Underwriting Rules, the underwriter evaluated “the amount of funds needed to fill the gap
created by total development cost less total non-Department-sourced funds or Tax Credits.” The
applicant’s total development cost estimate (with the 10% increase in hard costs approved by the
board) was $23,480,500. The underwriter reduced this total development cost amount by three
non-TDHCA sources: a permanent loan in the amount of $6,176,716, Replacement Housing
Factor Funds from the San Antonio Housing Authority (“SAHA”) in the amount of $4,641,000,
and an additional SAHA loan in the amount of $900,000. The resulting gap amount to be filled
by tax credits was $11,762,784. The underwriter divided this gap amount by the syndication rate
of 83 cents per the investor letter of intent submitted with the application to détermine the credits
to be allocated based on the Gap/DDCR Method.

Two critical numbeis used in the Gap/DCR Method have changed: the syndication rate to.
~ be paid by the tax eredit investor and the permanent loan amount. The cquily market has
experienced a seismic shift since carly 2008, and the price to be paid by the investor purchasing
the Sutton Homes tax credits is now $0.725 rather than $0.83. Moreover, the permanent loan
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April 2, 2009
Page 2

amount has dropped from $6,176,716 to $4,375,000 because of an increase in the permanent loan
_ interest rate from 7.63% to 8.06% and an amortization of 35 years rather than 40 years. Revised
commitment letters are attached, as well as revised volume 1, tab 4, part A (“Summary Sourcey
and Uses of Funds™) and volume 1, tab 2, part B (“30-Year Rental Housing Operating
Proforma™). :

As indicated on the attached Summary Sources and Uses of Funds, the Sutton Homes
Gap/DCR Method justifies an allocation of $1.65 million in tax credits because of the decreases
in the syndication rate and the permanent loan. amount. We respectfully appea) the Underwriting
Report for Sutton Homes and request tax credits in the amount of $1.65 million per year.

1If you have questions, please contact Ryan Wilson at (210) 408-3151 or me at (512) 469-
7987. _

Sincerely,

,g%m Wi rohoa

Scott A. Marks

cc: Ryan Wilson



PARY A, Surnmiary Sources antd Uses of Funds _ ;
Describe all sources of funds and total uses of funds. Information must ba consistent with the Inforntation provided throughout the Anplication {1.e.
Fingnicing Participants and Development Cost Schiaduls forms), Where unds such as tax oredils, loan guarantess, bonds are ased, only the
procesds going imto the development should be identified so thaf "spurces® matoh “uses,”

@ Applicants mirst altaph 4 writton parrative to this form that describes the financing plan for the Development. The narative shall Includs: {a)
&y ron-traditional financing airangements; (b} the use of funds with respect to the Development: {c) the funding sources for the Development
including cotistruefion, peranent and bridgs loans, rents, oporaling subsidies, andf repiicement reserves; and (d) the commitment sfetus of the
tuncling sources '

Developmient Name: |Sutton Homes ]
Prigdlyof | Conslruction or Retab.|  Peimanent Loan Stege]
Souce# |Funding Descrigtin Lign Loan Slage Amt. Amounl [Financing Panlipants -
1 |Conventional Loan- ) ) ‘
2 IConventional Loar/FHA 180 3 43000001 & 4375000 |B of MMIMA
3 |Conventiorial Loan/Lefter of Credil I B )
4 |HOME
§  IHousing Trusl Fund
§ ICDBG
7 |Mortgage Revenua Bonds _ ‘
8 . |HIC Syndicalion Proceeds §_ . ias830d 1 s 1904 B ofA
9 iHisloric Tax Credi{ Syndication Proceeds

10 [USDAT TXRD Loanis) .
11 [Other Federal Loan or Grant nd 1§ ABHLO00T & 4541000 [San Antonio Housing Auth,
{2 |Other Slate Loan or Gean! o ) ) )

13 __|Local Gevernment Loan or Grani

14 |Privale Loan or Grant 3rd $ 0000 | & 90,00p {San Antoriio Houslng Aulb,
15 |Cash Eaully , ,
16 fin-Kind EquityiDetorred Davaloper Fep 3 1603196 | § 1,803,196 [Franklia

TOTAL SQURCES OF FLINDS k] Z3A80H00 1 8 23480500 [

TOTAL USESOF FUNDS g 23,480,500

®Hinglcate-Exclusive Use Financing Palicipant only where funds from that seurce are dedicated enly for arspecilic purpose. i.6. CDBG infrustruciure

6:58 AM 4/2/2009 Page 1 bank of ametlea proforma sulton rev.xls
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The pro foama shioid be based on the operating income and expensa information for the base year {fist yeer of stebifized occupancy using foday’s best estimates of rental income and expersas), and principal and inferest
debé service.  The Dépariment comently considers an annual growth risle of 3% forintome st 4% for expanses o be reasonably conservalive esfimales. Witien axplanation for any daviations from thess growth safes or
for assumpfions other then siraight-fine growth made during the proforma perid should be affached 10 this exhibil.. White the 30-vear proforma profects 30 yéars of dafa, tie Degartment's standard for Srancial feasibitty is

15 years.

Development Name: [Stition Homes

city:1 Sars Antonio

$1,603,196

TREORE TERSEL YEAR 1 YEAR 2 YELR 3 YEAS 6 YEARS YEAR 10 YEARS YEAR 20 YEARZS YEAR 20
POTENTIAL GROSS ANNUAL RENTAL INCOME ) #1197 509 $1,733,537 $1,.570,542 S1.A08.560 Sheerstal 31 semens $1.81 441 &2 190,015 $2 234 408 2 820505
Secondary Incorme 55 544 55712 ) 54410 B35 ) B3,15% $93.854 119551 g
POTENTIAL GROSS ANNUAL NCOME 34 $1,256 553 51,254,250 $1.333477 SLI7A0601 §1.414.25 $1,639,517 $1.,300 648 52203373 52554314 $2.551,249
P ovision ler Vzcancy & Colleciion Loss 54,261 57458 90,981 102,980 106,070 122,964 142,548 165,253 PSP 202 0BG
lRenial Conessions : . )
EFFECTIVE GROSS ANNYAL - !NCOME 30 | $3,162,312 | 81,187,187 | 51,233,096 1 $1,270,089 } 81,308,182 | $1.518,558 $1,?5_8'.100 $2,038 120 | $2.362,740 | $2.736.063
EXPENSES
{General & Administraive Expenses- § 112,000.00 $115480 $121,130 $125.085. §181,024 $1E8 41 s1o8.948 §225.867 §e87:094 $346.289
o4 t Fee 46,452 48,352 50,286 £2.7%90 52,290 66,173 50,510 97353 149,174 144,984
Payroll, Payrolt Tax & Employee Benefils 200,000 205000 216320 224,973 238,572 264,662 346,335 421370 512567 623,730
Aegairs & Mainlenance 191,350 105,924 110,481 114,567 119,130 144,964 175,471 214,588 261073 317635
Eteeric & Gas Uiilities 51,500 53,564 25,811 58,043 50,385 73,483 53,355 108712 192,266 160,922
Water, Sewer & Frash Utisies 68,400 74,136 72,981 76.541 80,018 97,255 11447 144,108 175,330 213,316
Azl Property nsurance Premums 42000 45880 45427 47245 £8.138 59,779 72,730 88,488 102,659 130,983
Peopory Tax 2 ¢ o o [ i [ o 0 0
Resérve for Replagements 43,500 50:440 52458 54,556 56,738 €9,081 $3,986 02,182 124,300 151.255
Cthes Expenses: 28,400 RN 30,285 31,498 22,755 39853 8487 .. 58802 71774 7322
TOTAL ANNUAL EXPENSES S0 I68BB42 1 HV26,796.¢ $755.8E8 $786.103 3817547 | $994.677 | $1,210:169 $1.472.356'7 $1,791.346 | $2,175.445
NET OFPERATING INCOME S0 $463.469 1 $470.3R5 BATF 228 S483.986 | 5450,645 $521.8B82 {  $547.931 P565765 | 8571394 S$h54817.
. DEBT SERVICE : : .
{First Oaad.of Trust Aneeal Lodn Payment SIS ART LITBER, I sEpaest b LRy Harma $376.621. $378.621 8378,621 $RFEEZ
{Secans Deed of Trust Annual Loan Baymeal . i 1
[Fitect Dhsere o Triast Avwsad Lvan Pajsrent -
Fother Annual Required Payment:
INET GASH FLOW £0 £84,549 £9%. 784 208 3 ¥588 105366 | 51120241 S$i43282 | 8150319 F187.144 1 3102774 186,997
§7eti Coierage Rato et T e ihath e o e T SRR o Sy e
$127 643 $156,28€
15 3492811
St0 10 $ 638,215
) 1018 . § 781.481
: $1,912,957



MM#a Finaneisl, ne

MMA 1705 WNW Highway, Suite 143

- Grapeving, TX 7605}
FINANCIAL o THININOSE00 FR17.310.3817

www.MMATInLcom

A Munidae Company

March 25, 2009

Mr. Aubra Franklin

Prosident

Pranklin Development Company
21260 Gathering Oaks, Suite 101
Ban Antonio, TX 78258 -

RE: Summary of Terms for a Freddie Msc Unfanded Forward Rate Lock

Sutton Homes, San Antenio, TX
Dear Mr. Franklin:
Thank you for giving MMA Financial, Inc. (“"MMA” or “Lender) the opportunity to provide the following
summary of terms for a permanent nton recourse loan for the Sufton Homes Apartments (the “Project™ located
in San Anfonio, TX (“Property™, It is our understanding that the Project expects o recelve a reservation of _
low-income housing tax credits and that 186 of the 194 project units will be rent and income restticted.

After our preliminary anelysis of the information you provided, we propose financing the permanent loan for-
the Property using Freddie Mac’s Unfiinded Forward Rafe Lock loan program.

The pesmanenit foan parameters are as follows:

Proposed Loan Amount: $4,375,000, based on current fnterest rates, per helow preliminary foan
 anelysis,
Permanent Note Rate: To be determined based on Freddle Mac at the time of rate Jock.

Inferest is computed on an Actual/360 basis. As of March 25, 2009 the
indicated Unfunded Forward Rate Lock permanent note rate is 8.07%.

The interest rate is subject to daily changes based on changes in market
conditions.

Net Operating Income/Valuation: The above referenced loan-amounts and loan terms ouilined herein are
based on a preliminary underwritton Net Operating Income of $432,000,
replacement reserves in the amount of $250 per unit per year, a
minimum final appraised valvation of $4,862,000 and a maximum
inferest rate of 8.'15% fo the extert that any of these loan sizing
parameters change the loan amount could change,

Page I of 6



* 7 Sutton Homes

1

MMA Financial, Inc,
March 25,2009

Permanent Loan Torm:
Amortization:
Yield Maintenance:

LTV Limitation:

Minimum DSCR;
Forward Period:

Insurance Requirements:

Conditions for Loan
Funding/Conversion:

Subordinate Financing:

Replacement Reserves:

Third Party Reports:

15 years
35 years
14,5 years, 1% thereafter, open at par for last 90 days

Not fo exceed 90% of the “as-stabifized and restricted value”, as
established by an MAI appraisal, and not to exceed 100% of the
development costs of the Property,

[ E5x

24 months, Lender shall have the option for one six-month extension at no
Cost to the Borrower. Any further extensions, require Freddie Mac
approval and may affect the locked interest rate.on the Permanent Loan,

The terms and conditions outlined herein assume that the Borrower will
be able 190 comply with the insurance réquirements of Freddie Mac and
provide. insurance coverage acoordingly, The Borrower will be required
to. provide a written insurance quote for permanent coverage as a
companent of MMA’s underwriting and permanent loan sizing.

The Forward Commdtment will have conditions relating to satisfactory
completion of improvements, occupancy of 90% for at least 00
consecutive days; apartment leases Tor initial terms of not less than six
months, collected Income at or above levels used in underwriting, and
adequate debt coverage of 1.15x at the locked permanent interest rate,

Subsrdinate financing will be permitted and must be subordinated to the
first ‘mortgage using a standard Freddie Mac Subordination and
Intercieditor  Agreement. Unsecured subordinete financing shall be
permitted which is not secured by sny interest In the property or the
borrowing entity,  Notwithstanding the foregoing, any secondary
finanging i subject to prior written approval by Freddie Mac, Freddie
Muc requires that payments on any Subordinate financing must be made
out of not more than 75% of available cash flow and that the term of any
Subardinate financing rhust mature at least 90 days after'the amortization
period on the Freddie Mac Loan which is approximately 37.5 years from
closing. Subordinate financing that requires mandatory/hasd payments
canriot exceed ah amount which would generate a combined. DSCR of
1.10x or a combined LTV of 90% (when combining the DSCR and LTV
of the first mortgage and Suboidinate financing).

To -be determinied prior to vate Jock in an mmount recomriended by
MMA’s Plan & Cost review (estimated to be $250/unit per vear). Inno
event will the Replacement Reserve be lower than the greater of what is
required by the limited partnership agreement, the Freddie Mac
Guidelines, or the Regulatory Agréement.

Appraisal, Market Sludy, Phase [ Environmental Site Assessment, and 2
Plan & Cost Engineering Review are required.

Page 2 of 6



" Sutton Homes c)
MMA Financial, Ine. ‘
March 25,2009

Permanent Loan Security:

Ground Lease/
Housing Authority Affiliate:

Recourse:

Assumption:

Escrows:

The Permanent Loan will be evidenced by 2 promissory tiote executed
by Borrower and secured by a first deed of trust, mortgage or deed to
secure debt, as applicable, covering the land, together with the
improvernents and fixtures 10 be constructed thereon and related
personal property and leases of the Property.

The Barrower acknowledges that the terms and conditions of the ground
lease must be acceptable to Freddie Mac in its sole discretion and that
Freddie. Mac must receive a leasehold mongage in & form that is
agceptable 1 Freddie Mac. The ground lease and the fee simple interest
in-the land must be fully subordinated to the leasehold mortgape
pursuant to Freddie Mac’s standard form of leasehold subordination
‘ggresment,

The Borrower acknowiedges that as a condition of financing this Loan
certain provisions with respectto-the Borrowing entify must be met: the
general partner of the Borrower must be a Public Facilities Corporation
(“PFC™), which is a single purpose single asset entity created by the San
Antonio Housing Finance Authority {(“SAHA”), which may not
‘yoluntarily or involuntarily withdraw from the Borrower without the
consent.of Freddie Mag. Additionally, Freddie Mac will require that the
land owner, the general partner(s) and/or the SAHA PFC entity agree to
enter into a new lease with a new Barrowing entity and enter the new

Borrowing entity as a PBC general partoer, upon the same lerms and

conditions as the existing lease and the existing Borrowing entity,
should Freddie Mac exercise its remedies and foreclose upon the
Borrowing entity during the tern 'of the loan.

Nom-recourse loan except for standard pon-recourse carve-outs to be
executed by the key principal(s) where a key principal is an individual(s)
with acceptable net worth and liquidity actlng In the capacity of gencral
partnier or managing member, or, any limited partner or member that may
control 25% or more of the borrower.

MMA acknowledges that the LIHTC syndicator is not required 1o execute

the non-recotirse carveouts.

The loan 1§ assuriable at the discretion of MMA and Freddie Mac with a
1% transfer fee and a 33,000 assumption processing fee.

Monthly deposits to an escrow account for the payment of real estate
takes, insurance, and any ather lienable expenses will be required,

Page 3 of &



" Sutton Homes
MMA Financial, Ing,
March 25, 2009

Section 8 Transition Reserve:

Loan Brokerage/
Indemnification:

Exclusive Right:

Oithi nd i}

Due Diligence Costs:

MMA Processing Fee:

To the extent that the Project is bound by 3 Section 8 Contract, Freddie
Mac will require that the Borrower establish a Seotion. B Tranisition
Resetve in ah amount squal to six (6) monthis of debt service at the -
locked interest rate,

MMA will request that Freddie Mac waive the requirements to fund this
reserve if MMA and Preddie Mac market diligence determines that
sufficient market demand exists where the Project can remain viable in
the event that the Section 8 Contract is terminated.

Borrower and MMA acknowledge that there are no loan brokers or foan
placement agents of record in this transaction. Borrower agrees fo
indemnify and hold MMA and its principals, officers, affiliates, agenis,
successors and their assigns harmigss from and against any loss, exponse,
damage, attomey's fees, costs, claims or judgments arising out of or
connected with any. claims of any nature whatsoever made against MMA

in connection with this Jetter of intent.

MMA s hereby granted the sxclusive right to procure & written loan
comimitment for the Project for a perlod of sixty (60) days from the date
of execation of this financing proposal by the Borrower. Borrower shall
not apply for or agcept such a loan from any other lender during such
period. By signing this financing proposal, borrower acknowledges that
MMA will ba registering the proposed transaction ‘with Freddie Mac.
Borrower acknowledges further that it has made a choice of MMA for a
Freddie Mac loan for this transaction.

$15,000, applied to appraisal, tmarket stedy, environmental, A&E
Review, etc. Any costs for due diligence in exceéss of the collected
deposit -are the responsibility of the Botrower and wilt be collected at
initial loan closing ahd any cost savings that arise via sharing of 3%
party reports will be ciodited to the Borrower at closing. Third party
reports will be shared with other transaction financing participants, Fees
for MMA®s inspecting engineer will be charged sepavately during the
construction period. '

[y

Waived

Page 4 of 6



" Sutton Hoimes fm‘
MMA Finangiz, Inc, o
March 25, 2069 )

MMA/Freddis Mac
..Legal Fes Deposit:

Freddie Mae Application Fee:

Freddie Mac Refindable
Good Faith Deposit:

Permanent Loan Commitment Fee:

MMA Legal Counsel:

#5,

i,
-

$10,000. The. legal fee deposit will be applied toward and credited
against the total legal fees due at closing,

The Borrower agrees and acknowledges that MMA's counsel will be
invelved in preparing documentation, reviewing diligence items, and
attending conference calls prior to loan closing. Legal fees will ba
payable regardless of whether or not the loan closes and upon
aceopance of a loan application the Boirower acknowledges that it
obligation to pay ail legal fees incurred by MMA is unconditional,

The greater of $3,000 or 0.10% of the permanent loan amount.

3.0% of the maximum permanent mortgage amount. The fee is required
to vate lock and is fully refundable and reimbursed a delivery of the
permanent loan to Freddie Mae., Upon completion, lease-up and
stabflization at 90% vccupaicy for 90 consecutive days at 4 sustained
1.15 DSCR, the permarient lien will be. recorded and delivered to
Freddi¢ Mac, Upon Conversion to the Freddie Mac loan, the Good
Faith Deposit will be refunded or released. if Conversion fails to oceur,
the Borrower will forfeit the 3.0% Good Faith Depuosit,

Borrower will execute a Delivery Assurance Note that places a
Jurior Yien (subordinated fo the Project’s 1% mortgage and any
subordinate mortgages) on the Property as security foro possible
non-delivery event in-an amouat not to exceed 5% of the pormanent
loan ameunt. The lien is released npon delivery of'the permanent
foan,

In the svent that the loan doss not convert for reasons outside of the
Borrower's coritrol like failure to complete construction,
constructions delays, or failure of the property to achieve. stabifized
occupaney due to market conditions, Freddie Mac will not have the
right o exercise its remedies wnder the delivery aesurance note and
the note will be released, If the loan does not convert for reasons
outside of the Borrower’s control, the Borrower is at risk for only the
3.0% good faith deposit and no other amounts will be dus.

1.50% of the permanent loan amount.

The Commitment Fae constitites (in part) the tonsideration for Lender
to issue & Commitment to Borrower. Borrower agrees-io pay Lender the
Permanent Loan Commitment Fee, which is folly earned upon
acceptance of the Permanent Loan Commitment and payable at closing.

$25,000 estimated, for the construction and permanent loan at initial
closing. The foregoing estimate for legal costs assumes that the MMA
and Freddie Mac form loan documents are accepted without substantial
negotiation and that MMA’s due diligence will not reveal condifions
warranting additional lepal work.
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MMA Financial, Tnc. .

Marchi 25, 2009

Conversion Costs: The Borrower will be responsible for all costs associated with
R = converting to the permanent loan including but not imited to title and

recording costs, ‘survey updates, MMA legal which is estimated at
$7,500, and « one-time Conversion processing fee of $10,000 payable at
the ¢lose of the Joan conversion.

The above terms and conditions are a genetal summary of terms for the proposed transaction and is not a
cormmitmert to lend or a binding coftract in any way ot MMA, its successors or assigns. If the terms and
conditions herein are accepiable and you would Tike us to consider issuing a loan application please exedtite
this document and return #f to iy office along with a check in the amount of $25,000 which represents a legal
fee deposit and appication fee, Upon receipt of this-executed-term sheet and check we will request additional
diligence that is required prior to issuing a formal application. A formal applicdtion will only be issued afler
the terms and conditions set forth herein are approved by Freddie Mac and MMA's pre-application loan
commitiees,

Please do not hesitate to contact me should you have any questions,
We very miuch look forward to working with you on this transaction,

Sincerely,

dimiothy B deadiarel
Timothy R. Leenhard
Managing Direotor

AGREED & ACCEPTED:

ARDC Sollon LHl-

Borrower's Name

By:

fis:

Ly
Dafg: e /3 ‘"’;/ 87
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Bankof America,

Aprit 1, 2009

ARDC Sutfon, Ltd,

¢/o Aubra Franklin

Franklin Development Properties, Ltd.
21260 Gathering Oaks, Suite 101

8an Antonio, Texas 78258

Via e-mail: alranklin@franklindevelopment.nst and yan@franklindevelopment.net

Re: Sutton Homes Apartments (San Antonio, Texas)

Dear Aubra;

This letter will serve as a prefimiriary outline of the terms under which Bank of America (the "Bank”) would
consider & loan request on the above referenced project. This lotter does not represent an offer or
commitment by the Bank for the proposed financing, nor does it define all the terms and
conditions of a loan commitment, but is a framework upon which a. loan request may be
submitted. lssuance of a commitment by the Bank is subject to, among other things, the
completion of the following items, and approval of the loan request under the Bank's internai
approvai process. The Bank may decline to-approve the loan request. Upon your response to this
letter and after providing any additional information which may be necessary, the Bank will
proceed with the necessary due difigence to submit the foan request. The proposed ferms and
eonditions are as folfows:

Project: : To be constructed 194-unit-apartment complex located on 28.5+/- acres {only a

o portion of which will be dedicated to this phase of the total contemplated
development for this parcel) at the Intersection of Hines Ave. and [H-35 feeder
Road, S8an Antenfo, Bexar County, Texas.

Borrower; ARDC Sutton, LP — form and substance of Borrower must be acceptable to the
Bank. '

Reporting , 7

Requirements: Annually: Borrower and Guarantors’ financial statements and covenant

compliance,

Monthly: Praperty operating statements and rental summary report.

Know Your

Customer; Within five (5) business days of opening an account with Bank, Borrower shall

have delivered to Bank all due diligence materials necessary and relevant to

Button Homes Perm Sheet



A et Other

Reguirements:

Confidentiality:

Construction Loan

Construction
Loan Amount:

Construction
Interest Rate:

Construction
Loan Term:

Construction
f.oan
Amortization:
Commitmeant Fee:

Construction
Renewal Options:

verlfying Borrower's identity and background information, as deemed nacessary
by Bank in its sole and absolute discretion. :

All of the following to be acceptabie to the Bank: documentafion and submissions
that are standard for loans of this type including, but not limited to, appraisal,
EBA, legal documentation, title/survey, proposed standard lease form, front-end
cost and document reviews and acceptance of final budget (includes adequate

contingency, Interest carry/operating deficit reserve. etc.), raview of plans/specs,

condition of markets/submarkets, revenue/expenses pro-formas, financial review
of Boerrower, Guarantor, and .general contractor, management agreernent and
subordiriation; and {as applicablej, proof of tax cradit award, equity investor and
pay-in.schedule, proof of tax-exempt stitus with respect to ad valorem taxes,
payment of an administrative fes of $1,500, and other terms and conditions as
may be reguired. .

This term sheet I8 strictly confidential and may not be shared with anyone else
other than the owners of Borrower and Texas Department of Housing and
Communty Affairs.

Based on our general underwriting parameters for what we believe to be similar

tranisactions, the construction loan amount in this transaction would be the lesser

of:

1) $4,900,000

2) 40% LTG based on final Bank approved construction budget or

3) 80% LTV based on an appraisal in form and substarica acceptable to the
Bank.

Baily Floating 1-month BBA LIBOR + 350 bps. The all-in rate as of the date of
this letter would be 3.995%.
An interest rate protection product from a financial provider acceptable to the

Bank may be required prior to funding of a loan.

24 months from the loan closing.

interest only for 24 months.

1.25% of the total Loan Commitment, payable at closing.

One, six-month extension aption subjact to the following:
8} no [ess than 30 but no more than 90 day written notice of intention to
exercise the-option, _ '
b} lien-free construction compistion and final $/0 of the Project,
€) ho event of default having occurred or potential default oceurring,
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Payment and
Performance
Guaranty:

GCollateral:

General Contractor:

Fees and
Expenses:

Material
Adverse Change:

Assumptions made:

Expiration:

d) no material adverse change in the financial condition of the Project,
Borrower, and Guarantor, and,

¢) payment of 50% renewal fee based on the then outstandi ng foan
balance. : #m

1y extension of teke-out commitment,

100 % guarantee of completion, performance and repayment to be provided by
Franklin Development Properties; Ltd. and Aubra Frankiin. Far borrowers that
are single-asset entities, principal(s) with general liabifity or guarantor(s)
acceptable to the Bank must be jointly and severally liable for completion of the
project and repayment of the financing, including interest and costs,

1) First Lien Deed of Trust onland and improvements constructed thereon.

2y UCC filing on furniture, fixtures and equipment. _

3) Assignment of rentsfleases and managemerit/construction/architéctural
contracts, ete.

4} Assignment of interest rate hedge agreement, if any.

Entity to be named, It is understood that the GC will be an affiliate entity of San
Antonio Housing Authority and the sub-GC will be Frankiin Construction, Ltd. or
an entity owned by Aubra Franklin. Minimum of 5% hard cost contingency shall
be budgeted.

Borrower will pay all reasonable costs Incurréd by the Bank in conneclion with the
lnans including, but not limited to, legal, envitunmental, front end costs and
document review/inspections, physical needs assessment (for existing projects
only) and appraisal,

Bank of America's obligations hereunder shall terminate if, prior to closing, Bank
of America determines, in its sols judgmient, that there shall exist any conditions
regarding the properly, or the operations, business, assets, liabilities or condition
{financial or otherwise, including ¢redit rating) of Borrowar or Guarantor, or there
shalt have oecurred a material adverse change in, or there shall exist any material
adverse conditions in, the market for syndicated bank credit facilities or the
fingnclal, bankihg, credit or debt capital markets generally, that could be expected

to cause the Joan to become delinquent or prevent any guarantor from performing

its obligations under any guaranty or to materially and adversely affact the value
or marketability- of the loan or the propedy or Bank of America's abliity to
sysidicate the loan.

The terms discussed hereln are presented, based on the cradit conditions in the
potential transaction as known by Bank of Amerlca. Should additional facts come
to light that posifively of negatively impact the siluation, prices or other
reguirements duotad hare may be adjusted.

This term shest wil expire at 5:00 p.r. central time on that date which is ten (10}
business days from the date hereof unless you execute this term sheet and return
it to us prior to that time, which may be by facsimile transmission. Please
understand that this term sheet does not represent an offer or commitment by
Bank of America, or any of its affiliated entities, for the proposed new fmancmg

* nor does it define all of the terms and condifions of & loan commitment, but is a
framework. upon which a loan reguest may be submitted. 1ssuance of a
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commitment by Bank of America is subject to, among other things, the a‘j:;pmvai
of your loan request under the Bank's approval process. If Bank of America
issues a financing commitment in this transaction, it will in all respects supersede
this letter. L :

Please review the above terms and conditions and feel free to call me with any questions or comments

you may have. If you find the above terms and conditions to be acceptable, please indicate so by signing-

below and returning & faxed copy to my: attention by April 15, 2009 along with a good-faith deposit of
$10,000. Upon receipt of the letter and the good-faith deposit, the Bank will proceed with the necessary
due diligence to prepare and submit your loan request, provided, however that In any event, this term
sheet will finally expire at 5:00 p.m. central time on that date which is sixty (60) days from the date hereof.
Your deposit is refundalbile, less the Bank's out of pocket expenses incurred, should the Bank dacline the
financing opportunity discussed herein. | look forward to hearing from you and working with you on this

-and-other transactions.

Sincerely,

Bank of America, N. A,

Cassandra Siivernail

Senjor Vice President

Bank of America )

700 Louisiana, 8" Floer

Mail Code TX4-213-05-15

Houston, Texas 77002

713.247.6645 direct '

214.418.0710 RightFax

Please submit a toan application as outiined above;

Name:
Title:
Date:
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EsnkotAmerica .
e

Community Development Banking
1755 Girand Strest, V% Flogr
Concond, CA $4520
LA%363:01-22

Todd McCain

Viee Prestdent

P 925.692.6863 F $23.675.1949
Todd.mecain@dankofamericn.com

February 23, 2609

Auvbra Franklin

Franklin Development

21260 Gathering Oaks, Suite 101
San Antonio, TX 78258

Re:  Edquity Letterof Intent
Sutton Homas (the “Projéct™)

Dear Mr. Franklin:

This letter expresses the interest of Bank of America, N.A., and, o, its affiliates (“ vestor’) in
meking an equaty investiment it a partnership for purposes of developing and cwning the Sutton
Hotnes low income families project {the “_Egg;@f’) This letter is intetided to describe the terms
and conditions of Investor’s proposed equity investment.

L

Project. The Project consists of the construction of 194 affordable housing unifs for low

income familics located at Hines Avenwe and JH35 in San Antonio, Texas 78208, The

project will have approximately 330 parking spaces.

Jax Credits. The Partnership has received a reservation of 2008 federal low-income
housing 9% tax credits {the “Projected Feds xdlits™) totaling 1,450,000 per annum
from the Texas Department of Housmg and Commumty Affairs (the “Credis Agency™.

artuership. The Project will be owned and operated by ARDC Sutton, Lid., 2 Texas
iamxted partnership (for purposes of this letter the “Partnership™). The Parmershtp will be
comprised of the following entities, which will possess ownership interests (collectively
the “Percentage Interests”, and as to any one party the “Percentage iterest™) as detailed

below:



Sutton Homes
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e  General Partner: (01%) 252 Sutton GP, LLC, 2 Texas hmﬁc:d liability company.
e Investor Limited Partner: (99.98%) Bank of America, NLA, or its affitate.

¢ Specia] Limited Pastner; (0.01%) Banc of America CDC Special Holding
Company; Inc.

4, Project Financing. Financing will be provided to the Parmership as follows (the

“Loans”:

A, Construction Loan. A construction loan in the amount as reflected in Bank of
America’s Debt Term Sheet (the *Construction Loan™) will be provided by Bank
of America,

B. Pexmanent Loans. The following permanent loans (the “Pefmanent Loans") ave
expected to be made to the Parinership:

(1)  FistMortgage Loan. A permanent loan in the amount equal to the lesser
of the amount reflected in Bank of America’s Debt Term Shest or an
amount as approved by the Bank's Tax Credit Equity Group.

(2)  Funds of $5.461.000. Funds in the amount of $5,641,000 will be provided
to the Parinership during construction. The structure and terms of this
financing ix TBD.

(3)  Seller Finenging, The 'Housing Authority of the City of San Antonio will
provide a Land Loan in the smount of $1,200,000. The Loan will bear
interest at the AFR and have a termn of 30 years,

The terms and conditions of all loans to the Pannershlp will be subject to
Investor’s approval. Such loans will (i) expréssly permit the admission of Investor
into the Partnership and the potential transfers of the partnership interests by
Investor and Special Limited Partier without consent of the maker of the Joan
provided that such transfers are permitted under the Partnership Agteethent, and
(ii) will provide lnvestor with notices of default and cure rights acceptable to
Investor. -All Permarient Loans will be non-recourse.

3. Other Parties.

A. Developer: Frankiin Development. Partriers Ltd, a Texas limited partnership and
San Antonio Housing Facility Corporation, as Co-Developers..
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B. Qm_gr Franklin Development, Lad, a Texas hm:ted paririership plus Aubia
Frankhin, jointly and severally.

C. Mmf Pranklin Construction, Lid,, under a Guaranteed Maximum
Price Contract with all subcontractors with contracts in'excess of $250,000
providing Payment and Performance bonding. The Gleneral Contractor is
affiliated with Developer, Guarantor, Property Manager, or General Partner. -

D:  Papthership Accountant: Novogradas & Company, LLC.

B, Invesfor Counssl: Sidley Austin— David Hill
The qualifications and financial cendutmn of each of the foregomg partigs must be
acceptable to Investor,
6. Qagggl_mmmm Investor will make a toral Capital Contribution equal to $0.725 for

cach $1 Ol} of Fecierai Tax Cred!:s !e WhiCh it wﬂi be entitled 8 the Tnvestor Lumted

‘shaxehe pldey regoi ' onts at at that tinte Basedon the Pm_;ected cmdxts for the "
Paﬂncrship iius wwlﬂ amount {o a total Capital Coniribution of $10,511,449 (the “Total
ion™). The Total Capital Conteibution will be paid as follows:

; Contrbution. $2,627,862 upon admission of the Investor into the
Partnership, after satisfaction of the following pre-conditions: (i) elosing of the
Partiership, (if) closing and initial fanding of all construction financing for the
Project; (it} receipt of commitments for all permantent financing on the Project
with the interest rate fixed for at feast 15 years, {iv) evidence of cither acquisition
of, or 3 leasehold interest in, the land and building for the Project,.(v) evidence the
Parinership has received an allocation from the Credit Agency of 9% credits in an
amount equal to the Projected Credits, (vi) rece:p! by the Investor of'a tax opinion
prepared by 1ax counsel for the Partnership in a form which Is acceptable to the
Investor, and (vii) satisfactory completion of Investor's due diligence. ‘This
equity installment is anticipated to occur May 7, 2009,

n, $2,102,290:shalt bepayabie when,
arnong other conditions, thc Investor has received and approved (i) the Bank’s
Construction Consnltant’s report evidencing 50% completion of the property, and
(i) achievement ofall prior Capital Contribution requirements. This equity
instaliment will be paid i no earfier than December 1, 2009,

Car 1) ion, $2,627,862 shall be payable when,
among other condmons, the Investor has received and approved (i) the Bank's
Construction Consultant's report evidencing 75% compleﬂon of the property, and
{3i) achievement of all pnor Capital Contribution requirements. This equity
installment will be paid in no earlier than Match 1, 2010.
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_D1 -

Completion Capi pitribution, $2,102,296 will be payable when, among
other things, the Investor has received and approved (i) the Bank’s Construction
Consuitant’s report evidencing 100% completion of the property, {ii} temporary
certificates of occupancy have been issued for each buliding, and (iii) an
enddisement to the Partaership’s title policy evidencing no mechanics or
materialmen’s liens. This equity installment will be paid in no-eadier than June 1,
2010,

VOrsIo]

capital ion. $525,572 will be payable when, smong other

‘things, the Investor has received and approved (i) the Project then has achieved at

{east three consecutive calendar months of & minimum of 1,15 to | debt service
cayerage on the Permanent Loans (which period must include the last day of the
most recent calendar month snding prior to the date of the Conversion Capital
Contribusion), (ii) the Project is then at least 90% occupied, (i) all tax credit
uhits have been leased to qualified tenants at least one time, (iv) all Permanent
Loans have closed and funded, or will close and fund concurrent witl this
Conversion Capital Contribution, (v) permanent certificates of occupancy have
been issued for-each building, (vi) an ALTA survey of the improvements has been
provided, (vii) a cost certification by a qualified accountant has been received in 2
form scceptable to Investor, and (viii) all reserves have funded or will fund
concurrent with this payment. This equity installment will be paid in no earlier
than Septeinbey 1, 2011. ' '

Einal Capital Contribution. The balance of thie unpaid Total Capital Contribution,
$525,574 will be payable when, among other things, the Investor hus received and
approved (i) the Credit Agency has issued a Form 8609 for esch building, (i) a
capy of the recorded Extended Use Agreement hag been received, (iii) a copy of
the compliance audit of the initial tonant files has been received, and (iv)
caloulations of final adjusters have been prepared snd agreed to. This equity
installment will be paid in no earlier than Decamber 1, 201 1.

completion and Development Deficit Guaranty. General Partner and Guarantor
will- guarantee lien-free completion of the Project in'a good and workmantike
manner substantially in accordance with plans and specifications as approved by
Investor on or before December31, 2010 (the “Completion Date™). General
Partnerand Guarantor will garanty payment of all development costs, including
all costs of achieving such lien-free completion, iicluding all soft costs and
construction period interest. Further, under this guaranty, General Partner and
Guarahitor will guaranty payment of all aperating costs through the later of the
date (i) the Project has-achieved 90% occupancy for three conseoutive calendar
munths, (ii) the Project is 100% complete, (iif) all tax credit units have been
leased to qualified tepants at least one time, and (iv) all Permanent Loans have
closed and funded. Payments made under this guaranty will not constitute loans
te the Partnership-and neither General Partner nor any Guarantor will have any
right to receive any repavment on account of such payments,
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Jperating Deficit € laranty.  Genersl Partaer and Guarantor will agree to loan to
the Partnership any smounts required to fund.operating deficits arising afler the

expiration of the Completion and Development Deficit Guaranty up to the greater

of 6 months of operating expenses plus debt service or $650,000 (the “Operating
Deficit Loan Maximum"). Any amounits so advanced will constitute interest-free
loans ("Operating Loans"} repayable only out of future avaitable cash flow or out
of available proceeds of a sale or refinancing. The Opersting Deficit Guaranty
will terminate 60 months after the later of (i) the expiration of the Completion and
Development Deficit Guaranty, or (ii) the Project’s achievement of an average
1.15 to 1 debt service coverage on the Permanent Loans calculated over a period
of 12 conseeutive months.

Repurchage. General Partner and Guarantor will be required to repurchase the
Investor’s interest upon certain material events including but not limited to:
failure to achieve complction by December 31, 2010, failure to-achieve
stabilizatior within 24 months of completion, or failure to place the Project in

service priof 1o the date required by the Internal Revenue Code or Joss of

permanent fiancing commitments. The General Partner and Guaratitors will

repurchase the Investor’s interest in thie Partnership at a price equal fo the

Investor’s Capital Contributions paid to dute, plus the actual out of pocket costs to
the Investor (including legal, accounting, and consulting) plus 10% interest per
annum, less any net tax credits received and retained by the Investor,

8. Credits Guamnty and Inderonification. General Partner and Guarantors will
indemnify Investor for the failure to nchieve projected tax benefits. Should the
actual tax credits be lower than the Projécted Tax credits; Investor's capital
cantributions will be.adjusted downward by the amount of the difference and any
intergst or penalties owed by Investor. Subsequent jo the payment of Investor
Capital Contributiohs, Managing Member and/or Guarantors will, within 75 days
of the end of each calendar year, pay to Investor an amount equal (o the difference
in actual tax credits plus any interest or penalties owed by Investor.

Adjuster Provisions. The Capital Contributions sre based Upon your projection of
total federal Low-Incore Houging Tax Credits of $ 14,498,550 {"Original
Projected Credit™) to Investor, which in tutn is based upon certain assumptions
and projections. The foliowing federal credits ave 1o be detivered to the Investor:
3281,916 in Yeur 2010, $1,445,855 in Yedr 2011 and through 2019, and
$1,167,939 in Year 2020. The actual amount of Low-Income Housing Tax Credits
may in fact.change after the determination of eligible and qualified basis.
Accordingly, the Capital Contribution may be adjusted when (i} final projections
of the smourit of Low-Income Housing Tax Credits are compieted snd/or @1
upon or after actual completion of the project. Upon satisfaction of all conditions
and prior to payment of the Fihal Capital Contribution, the Partnership
Accountant will provide the Investor with Revised Economic Projections and the
Final Credit Amounit determined by the Accountants,
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Credit Adjugter. To the extent such final projected amount of Low-Income

- Housing Tax Credits varles from the Otiginal Projected Credits, Investor's capitat
cantribution will be adjusted by $0.725 per federal credit on such variance in the
delivery of actual credits to Original Project Credit (as reflected in cost
certifications or Form 8609). In no event will the application of the above
adjusters cause Investor’s capital contribution to increase by more than 5%
without approval from Investor’s Investment Committee,

Timing Adiuster. Investor’s federal credit capital contribution will be adjusted to
reflect the later or ¢arlier than projecteéd delivery of federal credits with réspect to
the- first year and, if applicable, the second year, of the credit period, based on a
reduction in price of 65 vents for every federal credit doliar deferred, or an
increase based on 65% of the price per credit established in Section 6 above for
every federal oredit dollar accelerated. '

1 due to such adjusters, Investor’s capital contributions are to be adjusted
downward by more than the amount of Investor’s then unpaid capital
contributions, then General Partner and Guarantor will guaranty payment of the
shortfall in such adjustments.

The Gerieral Partnes’s and Guarantor’s obligations will be more specifically set forth in
the Partriership Agreement and other related documerits,

ation of Lax Credits, Depregiation. Profits and Logses. The Tax Credits,
epreciation, operating profits and losses will be allacated in accordance with the
Peroentape Interests,

9. Distribution of Cash Flow.
A, Operating Cash Flow. Operating cash flow will be utilized as follows: (i)

payment vf all must-pay debt service on the Permanent Loans and other operating
expenses; (ii) additions to a funded capital replacenvent reserve as provided in the
Parmership Agreement, (iii) payment of any tax credit récapture owed to the
Investor (iv) payment of any fax associated with taxable income to the Investor
(v) payment-of any loan made by the limited partner to the Partnership (vi)
payment of the Asset Management Fee of $5,000 per year to the Investor, which
fee will acerue if not paid, (vii) payment of the Developer Fee Note, (viii)
sepayment of any Operating Deficit Loans made by General Partoer, (ix) payment
of the GP Asset Management Fee of $5,000 (split evenly bietween the Generat
Parter-and Franklin Family Investments Ltd.) which fee shall accrue if not patd,
(x) up to 90% of cash flow will be applied to pay the Seller Finanting (loan from
affitiate of GP) (xi} payment of the Partnership Management Fee equal to the
lesser of 0% of cash flow or $80,000 to the General Partner, and (xii) then to the
partners in accordance with the Percentage Interests.

neii ¥

Proj
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neeeds. Distributions of proceeds from a sale or
ect will be distributed as follows: () payment of all must
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10.

1.

2.

13,

14,

15,

pay debt service on the Permanent Loans and other operating expenses, (i)

paymeiit of any tax credit recapture owed to the Investor, (jii) payment of any -~ -

Investor taxes due at sale, (iv) payment of any loan made by the limited partner to
. the Partnership (v) to the extent reasonably determined necessary by General
Partner additions o a capital replacement rescrve, {vi) payment of any unpaid
aecrued Asset Management Fes, (vii) payment of the Developer Fee Nate, (vil})
repayment of any Operating Deficit Loans mads by General Partner, (ix) payment
of any unpaid accrued OP Asset Management Fee, {x) to any amounis due on the
Land Loan (xiy 90% to the General Partner, and (i) then to the partners in
accordance with the Percentage Interests.

Developer Fee. The Developer wilt eantia Developer Fee, projected to be $2,400,000,
with 1o more than 50% of the noy deferred developer fee paid during construction, In
the event that the amount of the Fina! Capital Contribution is insufficient to pay the
remaining balance of the Developer Fee, such unpaid portion will be deferred {the
“Deferred Developer Fee™) and will be payable not later than 12 years after the date the
Project is placed in service,

I8

Manager. United Apartment Group, lnc. will be the Project’s initial property
ger. The Property Manager will earn a fec equal 16 4.00% of the Project’s gross
sollected rents, Ifthe Property Manager is an affiliate of General Partner, Guarantor, or
Developer, then a portion of the property management fees may be defarred 10 cover
apriating deficits. The Property Manager may be terminated a8 Property Manager in the
event of the removal of General Partner,

Replacement Rese L Reserves, Operating Resgrves and Lease-Un Reserves, A
Replacement Resetve 2qual to the greater of $250 per unit pet-annum, ot amounts
required by any Project lender, will be funded from cash flow into a reserve account.
ACC Reserve will be. funded in the amount of $150,000 at the time of the Initiat Capital
Contribution, An Operating Reserve of $273,307 will be capitalized prior to or
concurrent with the Completion Installment. Lense Up Rescrves in the amount of
$268,104 will be funded into a reserve ai the time of, or prior to, funding of the
Completion Capital Contribution, Amounts remaining in the Lease Up Reserve,
following funding of the Conversion Capital Contribution, may be reléased into the Cash
Flow waterfall or used to fand Operating Deficits.

Investor Review. As set forth in the Partnership Agreement, Investor will have the right
1o ingpect the Project during and afer construction and to review construction foan
disbursement requests and other financial and operations matters of the Project and the
Partnership,

Reporting. The Partnership will be required to prepare quarterly and annual reports in
form-and substance satisfactory 10 Investor as set-forth in the Parmership Agreement.

dditional Partnershi ment Terms, The Partnership Agreement will provide for
customary covenants, rights to approve major Partnership matters, representations and
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16,

17.

18.

i9.

warrantios, defaulis, remedics, and indemnities to be more fully described in the

Parership Agrecment. The Partnership will carty insurance acceptable to Investor. -

Lransier of Investor Interast, Investor will have the right-to transfer its intérest in the
Partnership, and io have the transferee admitted as 8 substitute limited partner: (i) to any
affiliate of Investor, (ii) to any other person or entity provided that (A) Investor wilt
remain liable to make all capital contributions outstanding at the time of thie transfer or
(B) the net worth of the proposed transferee will be acoeptable to General Partner in iis
reasonable discretion, or (iii) to 4 partnership.or limited liability company in which the
Investor is the general partnér or managing member, |

Transfer of General Pariner Jntarest. General Partner will not sell, transfer, assign,
pledge orencumber any portion of its interest in the Partnership without the prior written
censent of Investor. '

Bank Accounts. At least one bank account of the Partnership must be maintained with
Tavestor for the full duration of the Partnership.

Conditions to Closing. Investor's investment in the Partmership in accordance with this
letter is subject to the satisfuction of the following conditions precedent oh or before the
Closing Date, which will occir on or before June 1, 2009,

A. Puge Diligence. Investor's satisfactory due diligence review, in its sole and
absolute discretion, of all matters pertaining to the Partnership, the General
‘Partner, the Guarantor, the Daveloper and the Project including, without
limitation:

(1) the.construction budget, the scope of work, the construction schedule, all
required permits, the construction contract, and all other construction and
development malters;

(2) fitle, survey, zoning, engineering and environmental matters;

(3}  .eny ground lease;

(4)  market studies, appraisals, and all othier matters regarding project
feasibility;

(3} all aspects of the project’s capital stractire; the terms of all loans, grants,
tax increment financing and equity contributions;

(6)  debtservice coverage, reserves, rental subsidies, income, expenses, and alt
other assumptions underlying the Projections;

(7)  tax matters, including afl aspects of all tax-exempt bonds;

(8)  government benefits, govemnment consents, government requirements and
all other regulatory aspects of the Project;
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20.

21.

22,

(9)  all formation documents and government filings of the Partnership, the
Gemral Partuer and the Developer; aad

(10) the financial cendltlon of the General Partn’er and the Developer.

iati _ mentation. The negotiation of a final Partnership
Agmmem and zeiated documents (cal!ectivaly the *Project Docwments”™) that are
satisfactory ta Investor in its sole and absolute discretion, Investor's attorney will
prepare and send to General Partner and its atiorney the form of the Project
" Documents,

C. Opinions. Investor's receipt of corporate rendered by counsel to General Partner
satisfactory to Investor, in form and substance acceptable-to Investor, Investor's
recelpt of tax opinion rendered by counsel to Investor, at the expense of the
General Partner, in form and substanee acceptable to Tnvestor.

D. Consents. Raoeipt of all nccessary consents of goveramental authormes and
lenders,

E. Title Insurance. Receipt of a title insurance policy in an amount and in a form
acceptable to Investor, provided the amount of such title insurance must be at
least equal to the aggregate of the Total Capitat Contribution plus all Permanent

Loans,

F. ' ifjcati ditional Insuted. Certify the Survey to, and add as an
Additsonat !nsured. “Bank of Amenca N.A. and its saccessors and assigns as
lender fo and limited partner in ARDC Sutton, Ltd., a Texas limited partnership.”

G.  Miscellaneous. Recoipt of othier items or information reasonably required by

Investor,

Transaction Expenses. The Invastor will reitiburse the Partnership for all of the
Investor’s transaction expenses including its legal, market analysis, and acoounting fees.
This reimbursement will be made in the form of a capital contribution from the Investor,
which is separate from and in addition to the Capital Contribution in paragraph 6. Ifthe
Partnership fails to close, the entity signing this tetter on behalf of the General Partner
will be responsible for reimbursing the Investor for all the Investor’s transaction
EXPENSES, ‘

Termination. If the wranisaction contemplated by this letter fails to close by the Clcsmg
Date, a8 extended by the parties, this letter will be null and void and of no further force
and effect, and, neither party will have any claim or demand Whatsoever against the other
party in conitectior with this letter, its execntion or tetniination; except the Investor’s
trangaction expenses identified above, :

al. Atthe end of the 15 year tax credit compliance period, SAHA
will have the rlght of first refusal for one year to purchase the Property for an amount
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23

24.

25,

. equal to outstanding debt plus Investors taxes payable as a yesult of the sals, The Geneal

Partner will have the option, foliowing the date all 1ax credits have been received by the
Investor, 1) to purchase thé property for an amount equal to the greater of (s} faiv matket
value of the property or (b) outstanding debt plus Investor’s taxes payable as aresult of
the sale, assuming the posting of an IRS Bond and the provision of a Letter of Credit to
support potential récapture resulting from the sale.

Tax Disclosire. Notwithstanding aything to the contrary contained in the Parmership
Agreement or any other agreement between the parties hereto, or i any offering
miaterials pertaining to the Project, Investor and each officer, employee, representative or
agent of Investor may disclose to any and alt persons, without limitation: of any kind, (i
the tax treatment and tax structure of the Partuership and any of the Partnership’s
tranzactions or activities, and (ii) all materials of aby kind (including opinions and tax
analysis) that are provided to Investor regarding its investment in the Partnership and/or
such transactions or activities of the Partnership, This authorization as to tax disclosure
is effective retraactively to the commencement of any discussions between the parties
hereto or any of their agents or representatives, '

Interial Adverse Change; Bank of America ‘s obligations hereunder shall terminate if,
prior 1o closing, Bank of America détermines, In its sole judgrent, that theke shall exist
any conditions regarding the Property, or the uperations, business, assels, lisbilities or
condition (financial or otherwise, including credit rating) of Borrower, Guarantor, or any
tenants or there shall have.oceurred a material adverse change in, or there shall exist any
matetial adverse conditions in, the market for syndicated bank facilities or the financial,
banking,-credit or debt capital markets generally, that could be expected to cause the
potential Investment to go into defliult or prevent any guarantor from performing its
oblifgations under any goarenty or to materially and adversely affect the value or
marketability of the Investment or the Property.

(

Expiration; This Letter of Intent will expire at 5:00 p.m. on that date which is five (5)
business days from the date hereof unless you execnte this LOI and retura it to us prior to
that time, which imay bée by fapsimile transmission, This letter iz not intended as a
commitiment or offer by Investor to invest in the Partnership or the Project, but is
intended only to summarize for discussion purposes the equity investrent it is
considering at this time. Investor must obtain the approval of its Investment Committes
with respect to any such investment. After receipt of your signature on this LOT and after
you provide any additional information that may be required, we will proceed with the
necessary due diligence to process your request for Investment Commiltee Approval;

provided, however that in any event, if this investment is not closed within sixty (60)

days from the date hereof this LOI will expire.

Please indicate your sgreement and acceptance of the foregoing by signing the enclosed capy of
this letter and refrning it to the undersigned. We look forward to working with you on this
transaction. -

10
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Bank of America, N.A,

By ‘

Name: Todd McCain
Title: Vice President
Date:  Februoary 23, 2009

Agreed and Accepted:

By:

Name: Aubra Franklin
Title: President
Company: Feanklin Development
Date; et

Namé: e,",. AlFred A, Aalenzusla
Title:  Secratary/¥ rar
CompanyySan Antenly Housing Facility

Corporation
Date:

i
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Bank of America, N, A,

By: T |
Name: Tedd McCain

Title: Vice President

Date: February 23, 2609

Agreed and Accepted:

By: . ¢ W‘w’\
Name; Aubra Franklin
Title: President
Corapany: Franklin Development
Date: gL

/

By:

Name:

‘Title:

Company; San Antonio Housing Fagility
Corporation

Date:

i
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Real Estate Analysis Division
Underwriting Report

REPORT DATE:  03/26/09  PROGRAM: HIC 9% “FILE NUMBER: 08190

DEVELOPMENT

Sutton Homes

Location: 909 Runneis ' : _ Region: 9
City: San Antonio County: Bexar Zip: 78208 QCT D DDA
Key Attributes: Multifamily, Family, Urban/Exurban, Reconstruction
ALLOCATION
REQUEST RECOMMENDATION*
TDHCA Program Amount Interest {Amort/Term|  Amount Interest |Amort/Term
Housing Tax Credit (Annual) $1.200,000 $1,417.4846

*The recommended fax credil allocation incorporates the November 13, 2008 TDHCA Board approval to use the 9%
credit rate and a 10% increase in direct and sitework construction costs for all competitive 2007 and 2008 transactions
as well as all applications on the 2008 waiting list to be considered for a forward commitment.

CONDITIONS

1 Receipt, review, and acceptance, by carryover, of firm commitments from SAHA for the second and
third lien notes, with all terms and conditions clearty defined.

2 Receipt, review, and acceptance, by carryover, of an atforney's opinion determining that the
Replacement Housing Facior Funds loan can and should be considered to be a valid debt with the
reasonable expectation that it will be repaid in full.

3 Receipt, review and acceptance of evidence that the asbestos affected materials have been
removed or receipt, review and acceptance of an Operation & Maintenance plan prepared by a
qualified firm is a condition of this report. It is required that any removal of asbestos-containing malerials
associated with the structure be conducted by frained and licensed asbestos abatement personne!
working under the requirements of the TDSHS Texas Asbestos Health Protection Rules,

4 Receipl, review, and acceptance, by canyover, of the results of further noise evaluation to identify
measuraes that can be taken fo mitigate the effects of excessive noise, resulting in an acceptable noise
environment for the development, and evidence that such measures have been incorporated into the
deveiopment plans and are being followed.

5 Receipt, review and acceptance of a zoning change from the City of San Antonio Development
Seérvices Zoning approving a zoning change to MR-33 EP-1.

6 Receipl, review and acceptance by cost certification of an executed ground lease with clear lease
terms including, but not fimited 1o the annual rent amount,

7 Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustmen! 1o the credit and or allocation amount may be warranted.,
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SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Unils
Public Housing 30% of AMI 39
30% of AMI 30% of AMI 10
50% of AMI. 50% of AMI 28
0% of AMI 60% of AMI 109
PROS CONS

the revitalization of an existing significantly
deteriorated circa 1951 public housing
development,

« The proposed reconstruction would continue

= The Applicant proposes $5.4 million in soft
secondary financing, and al ihe stated interest
rate there does not appear to be sufficient cash

flow fo repay the debt,

PREVIOUS UNDERWRITING REPORTS

None

DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

ARDT: Suiton, tid. ]

Doy

sy Faski Corparmion

W
Hanyp bz il ddrauonied
lmwsa,l:yﬂmanmn for Haa Seriioln

1
E
l

CONTACT

Contact:  Ryan Wilson

Phone:

Email: ryan@frankiindevelopment.net

(210} 694-2223 Fox: [210) 694-2225

08190 Sulton Homes.xls
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KEY PARTICIPANTS

Name

Financicl Notes

# Completed Developments

San Anfonio Housing Facility Corp.

N/A

Aubra L, frankiin

N/A

8

IDENTITIES -Of INTEREST

devetopments,

= The Applicant and Developer are related entities. These are common relationships for HTC-funded

o The seller is arelated parly. The transier price is less than both the appraised value of the land plus
demolition costs, Moreaver the seller is providing additional separate favorable financing in an amount
greater than the transfer price.

PROPOSED SITE

SITE PLAN

ncome: Number of Revisions; 2 Date of Last Applicant Revision: 3/11/2009
Building Type I n v Y Vi Total
Floors/Stories 3 3 3 3 3 Buildings

Number 1 2 2 1 ) 8

08190 Sutton Homes xls

Page 3 of 15
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BR/BA Sk Units per Building Total Units | Totat SE
1/1 750 | 4 | 6] 7 | 5 n | 55 41,250
2/2 985 7 17 | 1 N 1 12 21 89,635
3/2 1,161 4 12 & 4 44 51,084
4/2 1,250 4 _ 4 5,000
Units per Building 15 33 30 22 19 23 1 L 194 186,969
Comments:

The most recently provided site plan indicates only 194 open parking spaces, or one per unit. The plan
also includes 80 covered carport spaces and 35 garages, bul these additional spaces are available
anly for an additional fee. Department rules do not include a minimum ratio of no-charge parking per

unit; however, limiting free parking to one space per unit for a family development does not appear to
be sufficlent.

Relocation Plan:
The land for Sutfon Homes will be sold to ARDC Sutton, Ltd. once the San Antonio Housing Authority
(SAHA) has relocated the tenants. At present there are a total of 242 existing units af Sutton Homes. 191
are occupied, 28 vacant, and 23 off the rent rolls. When the revitdlized development is reaady for Ieose
up there will be 184 low income units available and 8 market rate units.

SAHA is responsible for relocation of the current residents. Residents wilt be informed of what options
and assistance will be available fo them in order to seek other housing, such as: Housing Choice
Vouchers, transfers to other available Public Housing Units, amount of relocation benefits, relocation
counseling services provided fo each individual family, and franspertation that may be required for any
family. The SAHA intends 1o fully comply with 42 CFR Part 24, Uniform Relocation Assisiance and Real
Property Acquisition Policies Act of 1970, as amended.

SITE ISSUES
Total Size: 13 acres Scattered site?
Flood Zone; X Within 100-yr floodplain?
Zoning: MF-33,11, 12 Needsto be re-zoned? [] nra

Comments:

A zoning change from the City of San Antonio Developmenl Services Zoning approving a zoning
change fo MR-33 EP-1 is a1 condition of this report.

TOHCA SITE INSPECTION

Inspector:  Manufactured Housing Staff Date: S5/7/2008
Overdll Assessment: )

D Excellent I:l Accepiable Questionable !:I Poor |:| Unacceptable
Surrounding Uses:

North:  Single Family homes and IH 35 northbound access road beyond

South:  Vacant land and Single Family homes beyond

East: Industrial businesses

West: Single Family homes
Comments:

The inspector had reservations regarding the development due to the age and the visible repairs that
are needed.
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HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider: integrated Testing and Engineering Company of San Antonio Date: 3/7/2008

Recognized Environmental Concerns {RECs) and Other Concerns:

= "Alimited asbestos survey was performed on the Sutton Homes buildings in July 1992 by others.
According to the report provided by SAHA, non-friable asbestos was found in floor tile, transite concrete
pipe and roof soffets. According to SAHA personnel, the asbestos located within the buildings has fat—
been removed, According to the initial report, "all locations of friable and non-fiiable ACBM were not
inspected”. Therefore, the asbestos survey was not a complete survey which would have included ail
buildings located on the properly. No information was found indicating that any of the identified ACBM
was removed.” (p. 18] Therefore, receipt, review and accepiance of evidence that the asbestos
affected materials have been removed or receipt, review and acceptance of an Operation &
Maintenance plan prepared by a qualified firm is a condition of this report. It is required that any
removal of asbestos-containing materials associated with the structure be conducted by trained and
licensed asbestos abatement personnel working under the requirements of the TDSHS Texas Asbestos
Health Protection Rules,

» "Based on calculations from the HUD Noise Assessment Worksheet (dated March 2008), Final Site
Evaluation is unacceptable.” {p. 14) Therefore, any recommended funding will be subject to receipt,
review, and acceptance, by carryover, of the results of further noise evaluation to identify measures
that can be taken o mitigate the effects of excessive noise resulting in an acceptable noise

- environment for the development, and evidence that such measures have been incorporated into the
development plans and are being followed.

Comments;
‘A review of Environmental databases did not reveal any facilities within the specified seaich
areas that ore suspected 1o represent an environmental concem to the Target Property™ (p.16)

MARKET HIGHLIGHTS

Provider:  Land America Valuation Corporation Date:  3/2/2008
Contact; B. Diane Butler _ Phone: (214} 739-0700 Fax: (214) 361-8148
Number of Revisions: None Date of Last Applicant Revision: N/A

Primary Markel Area [PMA): 40.35 square miles / (3.6 miles radius)
“The primary market area is defined as the area east of IH 37 and Broadway Street; south of Rittirnan
Road; west of North Foresler Road; and north of SH 87 and H 10" (. 40)

Secondary Market Areq (SMA);
“The secondary market is defined as ithe San Anfonio MSA." (p. 40)

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA . SMA
. Total Comp
Name File # Units Units N/A
Artisan af Salado Heighis | 060417 252 246
INCOME LIMITS
Bexar
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons & Persons
30 $11.500 $13.100 $14.750 $16,400 $17.700 $19.000
50 $19.150 $21,900 $24,600 $27,350 $29,550 $31.750
&0 $22,980 $26,280 $29.520 $32,820 $35,440 $38,100
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MARKET ANALYST'S PMA DEMAND by UNIT TYPE

: Unstabilized
Unit Type ;g::g:é DG(;:_E:L Dgr:th?r:d D;?r:::)d Subject Units Co%i;:;?ble Capture Rate
1 BR/ 30% Rent Lirnit 669 2 0 671 10 0 1.49%
_ | BR/ 60% Rent Limit 688 2 0 4690 .. 43 44 12.90%
1" 2BR/ 30% Rent Limit 275 1 0 276 1T 32 0 11.59%
2 BR/ 50% Rent Limit 471 1 0 472 22 0 4.66%
2 BR/ 60% Renl Limit 537 2 0 539 35 120 28.76%
3 BR/ 30% Rent Limit 413 1 €] 414 7 0 1.69%
3 BR/ 50% Rent Limit 663 2 0 665 6 0 0.90%
3 BR/ 60% Rent Limit 775 2 0 777 29 80 14.03%
4 8R/ 60% Rent Limit 1,033 3 0 1,034 2 0 0.19%
QOVERALL DEMAND
Holigi' s Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Markel Analyst p. 66 won 30,9218 | wox 30,918 30% 10,008 0% 3,973 5% 2,722
Underwriter wee 30,218 | e 29,861 3% 2,778 0% 3,882 45% 1,793
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 66 - b oo 60 32% 19 0% 8 1005 8
Underwriter _ 7% 64 3% 21 0% 8 1007 8

INCLUSIVE CAPTURE RATE

Unstabilized | Unstabilized
Subject Units|Comparable|Comparable| Total Supply

Total Inclusive
Demand Capture Rate

(PMA] (25% SMA)
Market Anclyst p. 66 145 252 0 397 2,729 15%
Underwriter 147 252 0 399 1,802 22%

The 39 public housing units at the subject will replace the pre-existing public housing that will be
demolished, and previous tenants will receive a leasing preference; as Replacement Housing, these
unifs are exempt from the capture rate criteria. The Market Analyst determined an inclusive capiure
rate of 15% based on total demand for 2,729 units, and unstabilized supply of 397 units {145 HTC units
at the subject and 252 units at Artisan at Salado Heights). The Market Analyst applied o turnover rate
of 68.5% as reported by IREM for the San Antonio MSA for 2007, The underwiiting analysis applied a
more conservative turnover rate of 46% derived from the US Census data for Bexar County, and
considered the comected quantity of 147 HTC units al the subject.  As aresult of the lower turnover
rate, the inclusive capture rale is determined to be 22%; this higher result is still within the maximum
rate of 25% for urban developments targeting families.

Primary Market Occupancy Rates: )
"Vacancy and collection loss was estimated at 6.0%, encumbered. ..., as noted by this higher
average occupancy level curently being achieved at the competing HTC properties, there is demand
for affordable housing in the immediate area. The comparable communities typically have waiting lists
of quickly fill vacant units; this points to continued pent-up demand in the market." (p. 93}

Absorption Projections:
"An absorption rate of 20 unifs/month, affer compietion, is reasonable for the subject considering the
location with visibility from IH 35. The development will serve the existing residential base in the PMA who
desire beiter housing and new in-migration searching for a close-in location with easy access. The
absorption rate will result in o 7-month absorption period from date of completion to obiain stabilized
physical occupancy. The subject community should achieve stabilization {encumbered) by July 2010

(. 79)
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RENT ANALYSIS {Tenant-Paid Net Rents)

Unit Type (% AMI} Proposed Rent ;g(?rfun; Market Rent U”d‘;g:‘t'"”g Sc’vr:\"grlg"er
1 BR 750 SF {30%])PH $233 $240 $645 $100 $545
1 BR 750 8F [60%) $532 $548 $645 548 $97
1BR 750 SF  MR--[  $532 $645 3645 |+ 30 e
2BR  9855F (30%) $320 $287 $768 287 $481 -
2 BR 985 SF {30%)PH $320 $287 $768 $100 $668
2 BR  9855F (50%) $519 $534 $768 534 $234
2 BR  985SF  (60%) $638 $457 $768 $657 $111
2BR  9855F MR $638 $768 768 $0
ABR 1141 5F  (30%) $348 $324 $871 $324 $547
3BR L1161 SF {30%])PH $348 $324 $871 100 $771
IBR 1161 5F  (50%) $591 $609 $871 $609 $262
3BR 1161 5F  (60%) $729 $751 $871 751 $120
3BR 1,161 SF MR $729 $871 $871 $0
4 BR 1,250 5F  (60%) $802 $800 $950 800 $150
4BR 1,250 SF MR $802 ©$950 $950 $0

Market Impact:
"The local apartment market continues 1o batance supply and demand as the significant demaond for
quality apartment preduct has resulted in a significant amount of new product to come on line over the
last several years. Occupancy levels have remained above 0% over the last several years. Brokers also
indicate that San Antonio is currently perceived as a relatively stable apartment maiket particularly as
compaied to other large Texas markets such as Dalias and Austin that have experienced o higher '
degree of overbuilding and job loss. As a resull, brokers indicated that investor interest has been strong
for well-located quality apartment projects in San Antonio. The overall outlook for the area is positive,
barring a significant and prolonged downturn in the lecal economy and assuming developers maintain
an appropriate level of discipline with respect to new development in the midst of an improving
market. (p. 38-39}

Comments;
The market study provides sufficient information on which to base o funding recommendation.

OPERATING PROFORMA ANALYSIS

Income:  Number of Revisions: 4 Date of Last Applicant Revision: 8/25/2008

Thirty-nine units have been set aside as public housing assisted units. These units are subject to an
Annual Contributions Coniract with the US Department of HUD. Tenants pay up to 30% of household
income toward rent, and HUD provides a subsidy up to the operaling expenses for the units. Since there
is no minimum qualifying income, and tenants pay a percentage of household income, it is not possible
to precisely estimate the armount of tenant-paid rent for the public housing units. The underwriting
analysis assurnes an arbitrary average of $100 per month in tenant-pdid rent for each public housing
unit; the analysis also includes an operating subsidy equal fo the difference between the tenani-paid
rent and the operating expenses for each public housing unit. The Applicant’s rent schedule assumes
the collected rent for the public housing units will be equivalent to 30% HIC units.

For the remaining tax credit units the Underwriter calculated the current gross program rents less the
current utility allowances as maintained by the San Antonio Housing Authority in determining projected
gross rental income. The Markel Analyst concludes the market could support rents af these rent limit
maximums. The subject also includes 8 market rate units; the underwriter has applied market rents for
these units as reported in the market study.
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In addition to secondary income from normal operation, the Applicant projects income from garages
and carports at $3,250 per month. Traditionally, the Department has not accepted carport income and
has heavily discounted garage rental income. Given that the Applicant maximized other secondary
income and provided no suppoit for garage rental income, the underwiiting andalysis assumes only the
maximum of $15 per unit per month in secondary income from normal operation.

-The Applicant has allowed for losses dye to vacancy and collection equal to 7.0% of effective gross
income: the underwriting analysis has followed ihe guideline provision of 7.5% losses. Overall, the
Applicant's projecied effective gross income is equivalent to the Underwriter's estimate.

Expense:  Nurmnber of Revisions: None Date of Last Applicant Revision: N/A

The Applicant's total annual operating expensg projection at $3,326 per unit is within 1% of the
Underwriter's estimaie of $3,366, derived from the TDHCA database. The Applicant's budget reflects
that the compliance fee of $7440 was noi considered.

The Applicant is also projecting a 100% property tax exemption as a result of the Public Facility's control
of the general pariner. It is anticipated that the Applican! will enter into ground lease wiith the Public
Facility in order to secure such an exemption. Recelipl; review and acceptance by cost certification of
an executed ground lease with clear lease terms including, but not limited to, the annual rent amount is
a condlition of this report. :

Conclusion: )
The Applicant’s estimated income, expenses, and net operating income are each within 5% of the
Underwriter's estimate. Therefore, the Applicant's NOIwill be used to evaluate debl service capacity,
Use of the Applicant's proforma and the estimated debt service results in o debt coverage ratio (DCR)
of 1.16 which falls within the curent underwiiting guideline of 1.15 10 1.35,

Feasibility:
The Applicant's projections are used to create a 30-year operating proforma, applying a 3% growth
factor to income and 4% to expenses. This analysis, with the financing structure as proposed by the
Applicant, indicates substantial positive cash flow and debt coverage that remains above 1.15
threughout the proforma. This generally leads to conclusion that the development is financially
feasible. H should be noted, however, that the primary mortgage is amortized over 40 years; and more
importantly, the financing structure includes $5.4 million in soft debt, ot 4,5% intefest, payable from cash
flow. This raises questions about the financial feqsibility of Ihe project, which will be discussed further in
1he Conclusions of this report.

ACQUISITION INFORMATION
APPRAISED VALUE

Provider:  Land America Valuation Corporation Daie:; 3/6/2008
Number of Revisions: None Date of Last Applicant Revision: N/A

Land Only: 13 acres $1,300,000 As of: 3/6/2008

Existing Buildings: {as-is) $9,200,000 As of: 3/6/2008

Total Development: {as-is) $10,500,000 As of: 3/6/2008

Comments:

Tne seller, Housing Authority of the City of San Antonio, is to cause the existing sructures at the property
to be demalished and a reconstruction of 194 units with 8 buildings will be constructed.

ASSESSED VA LUE
Land Only: 13 acres Tax Exempt Tax Yedr: 2008
Existing Buildings: Tax Exempt Valuation by: Bexar CAD
Total Assessed Value: Tax Exempt Tax Rate: ‘ 0
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EVIDENCE of PROPERTY CONTROL

Type: Purchase and Sale Contract Acreage: 13
Confract Expiration: 1/31/2009 Valict Through Board Date? ves [_| No
Acqguisition Cosl: The greater of $800,000 or the fair market value of the land as determined by an

appraiser which was determined to be $1,300,000. .- . .

Seller.  San Antonic Housing Authority Related to Development Team? Yes D No

CONSTRUCTION COST ESTIMATE EVALUATION

COSTSCHEDULE  Number of Revisions: i Date of Last Applicqnt Revision: 8/7/2008

Acquisition Value:
The Applicant has an identity of interest with the seller but has provided documentation of the
property's original acquisition value (in the form of 155 closing statements dated in late 1951 and earty
1952) and an appraised value as required by the QAP. The confracted sales price of $1,300,000 is the
same as the appraised value, but the acquisition cost in the Applicant's development cost schedule is
shown as $1,200,000. The underwriting analysis will utilize the $1.2M reflected in the Applicant's cost
schedule.

As discussed above, it is anticipated that San Antonio Housing Facility Corporation or an affiliate thereof
will take title to the land and the Applicant will enter into a ground lease with that entity in order to
secure a'100% properly tax exemption. The Applicant did not provide a ground lease; however, this
report has been conditioned upeon receipt of a giound lease with terms from the Applicant.

Sitework Cost:
The Applicant's claimed sitework costs of $7,587 per unit are within current Department guidelines.
Therefare, further third party substantiation is not required. .

Direct Canstruction Cost:
The Applicant's direct construction cost estimate Is $9.7 million. The underwiriting estimate, based on the
most recently provided building plans and derived with the Marshali & Swift Residential Cost Handbook,
is 9% higher ait $10.6 million.

Ineligible Costs:
The Applicant included $51,665 for garages and carports as an eligible cost, This costis regarded fo be
ineligible; therefore, the Underwriter reduced the Applicant's eligible basis by an equivalent amount.
This cost also appeared to be highly understated, as the original site plan indicated 53 garages. The
current site plan indicates 35 garages, 80 carports, and approximately 1,400 square feet of storage unit
space. The underwriting estimate of direct construction cost for these items totals $272K; these costs are
ineligible since tenants will be charged fees for the use of these facilifies, so this amount is included with
ineligible cosls.

Interim Interest Expense:
The Applicant claimed $613K in efigible interim financing interest. Underwriting guidelines limit eligible
interest o one year of fully drawn inferest on the construction financing. Based on the commitment
from the lender, one year of inferest on the primary loan would be $471K; no ierms have been provided
for the $5.4 milion in soft financing to be provided by SAHA. The Applicant’s eligible basis estimate has
heen adjusted to include only $47 1K in interim interest,

Contingency & Fees:
As a result of the reductions to eligible basis discussed above, the Applicant’s eligible contractor fees
exceed the Department's maximum by $3,026. Additionally, the Applicant's contingency costs were
overstated by $1,312. These amounts have beenremoved from eligible basis.
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Conclusion:
The App!icont's total development cost is within 5% of the Underwiiter's estimate; therefore, the
Applicant's cost schedule will be used to determine the development's need for permanent funds and
to calculate eligible basis. An eligible basis of $19.017,619 is boosted by 30% because the site is located
in a Qualified Census Tract; the basis is also reduced by the 95.5% applicable fraction because 8 units
will not be subject lo rent and income restrictions; the adjusted basis of $23,626,454 suppodrts annual tax
credits of $2,126,381 based on the:full 9% applicable percentage, as approved by the TOHCA Board on
November 13, 2008.

In addition the Board approved an increase in the credit amount for ali 2008 transactions based on an
additional 10% of direct construction and site work cost as contingency. In this case the adjusted cost
resulls in an additional $1,112,260 in eligible basis and $793,851 in additional credit.  The total eligible
credit of $2,222,045 will be compared to the amount determined by the gap in financing to determine
any recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: One Date of Last Applicant Revision: 8/7/2008
Source: KeyBank Real Estate Capital Type: Interim to Permanent Financing
Principal: $6,176,716 Interest Rate: 7.63% |:| Fixed Term: 480  months
Comments: '

The loan will be provided through the FHA 221(d]{4) program. The commitment from KeyBank lists the
Note rate as 7.18% with MIP of 0.45%, but the total is incorrectly indicated at 8.06%. The debt service
listed on the proforma is consistent wilth the total of the Nofe Rate and MIP, so the underwriting analysis
assumes the correct rate is 7.63%.

Source: San Antonio Housing Authority Type: Interim to Permanent financing

Principal: $4,641,000 interest Rate: 4.5% Fixed Amort: 480 months
Comments:

The loan will begin amortizing after full payment of the deferred development fee. The source is
Replacement Housing Factor Funds. RHF funds are granted by HUD to Public Housing Authorities for the
replacement of public housing units that have been demolished or sold.

Source: San Anfonio Housing Authority Type: Interim to Permanent Financing
Principal; $900,000 Interest Rate: 4.5% Fixed Amort: 480  months
Comments;

The loan will begin amortizing after payment of the $4.641,000 loan to the San Antonio Housing
Authority. The source of these funds is listed as being a portion of the land scile proceeds loaned back
to the partnership.

Source: RED Capital Group Type: Syndication
Proceeds: $9.958,008 Syndication Rate: 83% Anticipated HTC: $ 1,200,000
Comments:

Applications from 2008 being considered for forward commiiments were required o submit updated
syndication letters by 12/1/2008. The Applicant simply resubmitted a copy of the original syndicatfion
letter dated February 22, 2008, indicating a credit. price of $0.83.

Amount:  $692,512 Type: Deferred Developer Fees
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_CONCLUSIONS

Recommended Financing Structure;
As stafed above, the Applicant's year one proforma and the debt service on the primary mortgage
provide an acceptable debt coverage ratio of 1.16. However, there is an additional $5.4 million in soft
financing. All proposed debt has a stated maturity of 40 years. An underwriting proforma analysis
indicates that, at the stated interest rate of 4.5%, assuming all avallable cash flow is dedicated fo the
subordinate debt, the $4.6 milion second lien will have an outstanding balance of $11.2 million at the
end of 40 years; and the $900,000 third lien will have an outstanding balance of $5.2 million. Since the
second lien Is sourced from federal funds, it is necessary that it be determined to be a valid debt: if it
cannot be reasonably expected to be repaid in full, the amount must be excluded from basis when
determining eligibility for tax credits,

As aresult, any recommended funding will be subject fo receipt, review, and acceptance, by
carryover, of firm commitments from SAHA for the second and thired lien notes, with ali terms and
conditions clearly defined. Additiondlly, receipt, review, and acceptance, by canyover, of an atforney's
opinion determining that the Replacement Housing Factor Funds loan can and should be considered to
be a valid debt with the reasonable expectation that it will be repdid in full is also a condition of this
report.

At its November 13, 2008 meeting, the Governing Board approved an increase in tax credits for ali
competifive 2007 and 2008 transactions based on the 9% credit rate and a 10% increase in direct ond
sitework construction costs. As aresult, all applications on the 2008 waiting list to be considered for a
forward commitment will be treated in the same manner, As discussed praviously, the Applicant's total
development cost estimate is within 5%: therefore, their cost will be used for purposes of determining the
development's efigible basis and funding need. Accordingly, the Applicant's development cost has
been increased by 10% as approved by the TDHCA Board for puiposes of determining the
recommended tax credit allocation.

The Applicant's total development cost estimate (including the 10% increase) less the permanent debt
of $11,717,716 indicafes the need for $11,762,784 in gap funds. Based on the submitted syndication rate
of $0.83 per credit, a tax credit allocation of $1,417,486 annually would be required to fill this gap in
financing. This is less than the credit amount of $2,222,045 determined by eligible basis; therefore, the
amount determined by the gap in financing is recommended. An annual dllocafion of $1,417,486
results in equity proceeds of $11,742,784,

The Undeiwiiter's recommended financing structure does not indicate the need for any additional
permanent funds,

In the event that the Replacement Housing Factor Funds are determined 1o constitute o federal grant
rather than o loan, it appears that there is sufficient excess basis such that the $4.6 milllion can be
excluded and the allocation would still be determined by the gap in financing. Insuch a circumstance,
the underwriting analysis should be reevaluated.

Undenrwriter: Date: March 26, 2009
Cart Hoover

Reviewing Underwriter: Date: March 26, 2009
Thomas Cavanagh

Director of Real Estate Analysis: Date: March 26, 2009
Brent Stewart
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Sufton Homes, San Antonio, HTC

R
9% HOBTI0

[ Tygeoronn | Numbar | Bodiooms | No.of Baihs Size I SF oo Rent Lt _ Rant Collacisd Rani par Manih RantparSE | TorPaUm | WeaT ]
0UWPH 10 1 1 750 $307 | $100 $1,000 $0.13 $66.66 $35.82
TC 60% 43 1 1 750 615 548 23,579 0,23 66.66 35.82

MR 2 1 1 750 [ 645 1,280 0.86 66.66 35.82
TC 30% ) 2 2 985 358 287 2,208 0.28 80.69 42,62
0%WPH 24 2 2 985 368 400 2400 0.10 80.69 42.62
TC50% | 22 2 2 985 615 534 o 11,755 0.54 s Boeg 4262
TCo% | 35 2 2 085 78 687 23,006 0.57 80,69 4262
MR 2 2 2 085 0 788 1,537 0.78 80.69 54.11
TC 30% 3 2 1,161 426 324 648 0.28 i02.10 54.11
30%/PH 5 3 2 1,161 426 100 500 0.09 102.10 54.11
TC50% 6 3 2 1161 7t 609 3,653 0.52 102.10 54.11
TC80% 9 3 2 1,161 853 75t 21,776 0.65 102,40 54.19
MR 2 3 2 1,161 0 87 1.742 0.75 102 10 54.19
TCE0% 2 4 2 1,250 $952 406 1,599 0.64 152.30 74.05
MR z 4 2 1,250 30 950 1,900 078 152,30 74.05
TOTAL: 194 PRI AVERAGE: 964 £500 $098,683 $0.53 $83.04 $44.08
INCOME Total Nel Rentable SqFt: 186,969 TOHCA APPLICANT SOUNTY IREMREGION  GOMPT, REGIGY
POTENTIAL GROSS RENT $1,184,191 $1,239,120 Bexar San Anionio 9
Secandary Income Par Unit Per Month: £15.00 34,920 70428 $30.25 Per Unit Fer Month
Cther Support Income: 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $1,249,111 $1,309,548
Vacancy & Collection Loss % of Folential Gross Income: -7.60% (91.433) {91,668) -7.00% of Palennial Gross Income
Public Housing Operaling Subsigy 89,569
EFFECTIVE GROSS INCOME $1,217,247. $1,217,880
EXPENSES % QF EC EER UNIT PERSQEY . PERSQFT PER UNIT % OF EG!
General & Administralive 7.11% $446 046 $86,489 $86,000 §0.45 §443 7.08%
Management 4.07% 256 027 49,584 48,715 0.26° 251 4.00%
Payroll & Payrell Tax 15.95% 1,001 104 $194,202 185,000 0.99 954 15.19%
Repairs & Maintenance 8.42% 528 0,55 $102,475 105,000 056 541 8.62%
Ulilities 247% 155 0.16 30,019 46,655 0.25 240 3.03%
Waler, Sewer, & Trash 5.35% 335 0.35 65,074 56,420 0.30 261 4.63%
Properly Insurance 3.48% 218 023 42,383 42,000 0.22 216 21.45%
Property Tax ¥ 0.60% 0 009 0 0 0.00 0 0.00%
Reserve for Replacemenls 3.08% 250 026 48,500 48,500 0.26 250 3.96%
TDHECA Compliance Fees 0.61% L] 094 T 7,440 0.00 0 0.00%
Other: Supp. Serv., Cable TV 221% 139 0.4 26,925 26,925 0.14 130 221%

TOTAL EXPENSES 53.65% $3,286 $3.49 $653,091 §645,215 $3.45 $3,326 52.98%

NET OPERATING INC 46.35% $2,508 §3.02 5664,156 $572,665 $3.06 §2,952 47.02%

DEBT SERVICE $280.54

Key Bank 40.66% $2.561 $2.65 $494,902 $497,967 $266 $2,567 40.89%

SAHA RHF Funds 0.00% 50 50.00 0 $0.00 50 G:00%

Addilional Financing 0.00% $0 §0.00 ] $0.00 50 0.00%

MET CASH FLOW 5.09% 3357 $0.57 $69,254 $74,698 3040 $385 6.13%

AGGREGATE DEBT COVERAGE RATIO 1.14

RECOMMENDED DEBT COVERAGE RATIO

CONSTRUCTION COST

Descdption Eactor % o TOTA PERUMT EERSQFT TDHCA APPLICANT PERSQFT PER UNI % ol TOTA

Acquisilion Cost (site cr bidg) 5.16% 56,186 $6.42 $1,200,000 $1,200000 $6.42 $6,185 5141%

Oif-Siles 0.00% o 000 0 0.00 o 0.00%

Sitework 6.32% 7.567 7.87 1,471,817 1,471,817 7.87 7,587 6.27%

Direcl Construction 45 37% 54,421 56.47 10,657,742 9,650,778 51.62 49,748 41.10%

Conlingency 4.63% 2.40% 2,873 298 557,442 557,442 2.98 2873 2.37%

Coanlractor's Fees 12.87% 6.70% 8,047 8.4 1,560,189 | - 1,560,189 8.34 8,042 68.64%

Indirec! Construclion 9B1% 11523 14.96 2,235,508 2,235,508 11.96 11,523 a9.52%

fneliginle Cosls 702% 8424 874 1,634,350 1,414,408 756 7201 6.02%

Developer's Fees 12.95% 982% 11,778 1222 2,284,982 2,284,982 12.22 1,778 9.73%

Interim Financing 5.42% 6,501 B.75 1,261,241 1,261,241 6.75 6.501 5.27%

Reserves 2.16% 2,617 S 272 507,772 731,877 3.99 3,773 3.42%

TOTAL COST 100.00% £118,954 $124.46 $23,271,043 $23,480 500 $125.58 $123,024 190.00%

Consiruction Cosf Recap 60.79% $72,924 57587 $14,147,130 $13,240,226 $70.82 168,249 56.39%

SOURCES OF FUNDS BECOMMERDED

Key Bank 2654% 31,830 $33,04 $6,176,718 $6,176,716 [ ; Developer Fee Avallable

SAHA RHF Funds 18.94% $23,923 $24.82 4,641,000 4,641,000 $2,284,982

San Anlenio Housing Authorily 3.87% 54,639 $4.81 000,000 900,600

HTC Syndication Proceeds 42.79% $51,330 $59.28 9,958,008 9,958,008 % of Dev. Fee Ceferied

Deferred Developer Fees 2.96% $3570 $3.70 892,512 692,512 0%

Additionat [Excess) Funds Req'd 1.868% §4,654 $4.03 202,807 1,112,264 15-Yr Cumulative Cash Flow

TOTAL SOURCES $23,271,043 $23,480,500 [Fi $2,209,802
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Suiton Homes, San Antonio, HTC 9
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DIRECT CONSTRUCTION COST ESTIMATE
Marshall & Swifl Residential Cost Handbook PAYMENT COMPUTATION
Average Qualily Multiple Restdence Basis
CATEGORY FAGTOR | UNiTSISQFT PER SF AMOUNT Prinary $6.476.716 Amort 480
$54.10 $10,115,716 Int Rate T63% DCR 114
Adjustmants ”
g Eterior Wall Finlsh 80.22°| - $40,4631 . Secondary $4,641,000 Amort [
. Elerly T 000 Q 1ot Rala 4.50% Sublolal DGR 114
8-F1. Ceilings 1.85 308,529
Sprinklers 1.95 364,590 Addltional §900.000 Amor a
Subllacr 88 (107 Ju4AR Int Rale 4.50% Aggregate DCR 1.44
Fioor Cover 243 454,335
Breezeways/Balconies 4.28 801,854 RECOMMENDED FINANCING STRUGTURE APPLICANT'S
Plumbing Fixlures 1.80 335,685 NOIL
Rough-ins 0.83 155,200 Piimary Debt Service $494,902
Bulk-In App 1.92 358,600 Secondary Debt Service 4
Exterior Slairs 0.69 129,600 Additienal Debl Service 0
Enclosed Corridors 7.81 1,460,869 NET CASH FLOW __$77,763
Heating/Cooking 1.60 355,241
__Garage & Storage 1.24 226,427 Primary $6,176,716 Amoi 480
Comm &/or Aux Bdgs 244 400,462 Int Rate T63% OCR 136
Carporls 0.87 162,400
SUBTOTAL 8202 | 15502947 Secondary 54,641,000 shmert o
‘Current Cost Multiplier 000 Q Inl Rate 4.50% Sublotal DGR 1,16
Local Muttiplier 5 111514 (2 70.413)
TOTAL DIRECT CONSTRUCTION COSTS §71.31 $13,332.535 Addilignal . 3500000 Amorl 0
m 5518 D55 Inl Rate 4.50% Aggiagate DGR 1.16
|Interim Construction Inferesy
Conlraclor's OH & Profit {i
NET DIRECT CONSTRUCTICN COSTS $10,829,35

QPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOY

INGOME a1 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR § YEAR 10 YEAR 15 YEAR 20 YEAR 30
PGTENTIAL GROSS RENT $1239420 33,276,294 $1,314,682 §1,354,020 $1,394 840 $1,616,771 $1,874,280 $2,172.804 $2,920,067
Sacondary thaome 70,426 72,541 1,717 76,059 79,267 91,803 106,529 121,486 165,968
Cther Supperl Income: 0 o 0 0 Q a Q 0 0
POTENTIAL GROES INCOME 1,300,548 1,348,834 1,369,299 1,430,978 1,473,908 1,708,663 1,280,809 2,208,300 3,085,036
Vacancy 4 Gellecilon Loss 3 1 B X3 iR £ k] HEEIA LD [REEEHSS iz (3R AR
Public Housing Operaling Subs ¢ Q 0 0 Q 0 1] 1] [+
EFFECTVE GROSS INCOME  $4,217,880  $1,247,672 $14,285,102 $1,323,655 ) $1,363,365 51,55[32513 §1,832,248 $2,124,078 $2,854,563
EXPENSES at 5.00%
Genoral & Adminlstrative $86,000 $89.440 353,018 $96,738 $100.608 $122405 $148,024 $181,189 $268,204
Managemant 48,715 49,907 51,404 52,946 54,534 63,220 73,290 84,863 114,183
Payroli & Payroll Tax 165,000 182,400 200,096 208,100 216,424 263,313 320,360 369,767 576,851
Repairs & Malntenance 105,000 109,200 113,568 19,111 122,835 149,448 161,026 221218 327,458 -
Utfitlas 46,665 48,521 50,462 52,481 54,580 66,405 80,751 98,205 145,501
Walsr, Sewar & Teash 56,420 58,677 61,024 63,465 648,003 80,303 9770 118,666 175,954
Insbrance 42,000 43,680 45,427 47.244 49,134 50,7719 72,730 88,486 130,983
Property Tax 0 0 0 0 0 [ [ 0 0
Reserva for Replecements 46,500 50,440 52,458 54,558 56,738 69,001 83.986 102,192 151,255
Glhae 26,925 28,002 29,122 30,287 31,498 38,323 46,625 56,727 83,970
TOTAL EXPENSES 3645,215 $670,267 $686,578 §723,027 $752,355 $912,226 31,106,235 $1,341,698 §1,974,453
NET OPERATING INGOME 3572,665 §5577,405 $588,524 $599,720 §611,010 $664,288 $728,014 §792,360 $860,125
OE6T SERVICE
FstLien Financing $494,907 $494,902 $494,902 §454,002 $494,902 $494,902 $494,902 §404,902 494,002
Seconglien 0 o i} Q [ 0 ] ¢ 0
Gther Flnancing 4] [ 1] Q 1] 0 o Q 0
NET GASH FLOW §77.763 $62,503 $93.622 §104,826 $116,108 $173,388 \&3_1,1 12 §287.478 53%
DEST GOVERAGE RATIO 118 147 $.49 1.21 1.23 1.35 147 1.58 178
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APPLICANT'S TOHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHABINEW 10% Increase
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of lang-. _ |_$1.200,000 $1,200,000 [ e e e
Purchase of buildings : G r i
Off-Site Improvements L e i T
Sitework $1,471,817 $1,471,817 $1,471,817 $1,471,817 $147,182
- {Construction Hard Costs $9,650,778 $10,5567,742 $9,650,778 $10,557,742 $965.078
Contractor Fees $1,560,189 $1,560,189 $1,557,163 $1,560,189
Contingencies $557, 442 $557,442 $556,130 $557 442
Eligible Indirect Fees $2,235,508 $2,235,508 $2,235,508 $2,235,508
Eligible Financing Fees $1,261,241 $1,261,241 $1,261,241 $1,261,241
All Ineligible Costs $1,414,406 $1,634,350 |
Developer Fees
Developer Fees $2,284,982 $2,284,982
Development Reserves $731,877 $507,772 e : i e
- [TOTAL DEVELOPMENT COSTS $22,368,240 $23,271,043 $19,017,619 $19,928,021 $1,112,260
Deduct from Basis: _
All grant proceeds used to finance costs in eligible basis
B.M.R. loans used to finance cost in eligible basis
Non-qualified non-recourse financing o
Non-qualified portion of higher quality units [42(d){3)]
Historic Credits (on residential portion only}
TOTAL ELIGIBLE BASIS $19,017,618 $19,928,921 $1,112,260
| _ High Cost Area Adjustment 130% 130% 100%
TOTAL ADJUSTED BASIS $24,722,905 $25,907,508 $1,112,260
Applicable Fraction 95.57% 95.57% 95.57%
TOTAL QUALIFIED BASIS $23,626,454 $24,758,608 $1,062,931
Applicable Percentage 9.00% 9.00% 9.00%
TOTAL AMOUNT OF TAX CREDITS $2,126,381 $2,228,275 $95,664
Syndication Proceeds 0.8298 $17,645,432 $18,490,980 $793,851
Total Tax Credits {Eligible Basis Method) $2,128,381 $2,228,275 $2,222,045
Syndication Proceeds $17,645,432 $18,490,980 $18,439,282
Requested Tax Credits $1,200,000
Syndication Proceeds $9,958,008
Gap of Syndication Proceeds Needed $11,762,784 $12,453,327
Total Tax Credits (Gap Method)| $1,417,486 $1,500,701
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