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Tl Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Carpenter's Point, TDHCA Number 07101
BASIC DEVELOPMENT INFORMATION
Site Address: 3326 Mingo St. Development #: 07101
City: Dallas Region: 3 Population Served: Elderly
County: Dallas Zip Code: 75223 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Carpenter's Point, L.P.
Owner Contact and Phone: George King, Jr. (469) 693-5113
Developer: National Housing Advisors, LLC
Housing General Contractor: Carleton Construction, Ltd
Architect: Beeler, Guest, Owens Architects, L.P.
Market Analyst: Integra Realty Resources
Syndicator: Apollo Housing Capital LLC
Supportive Services: Hebron Development, LLC
Consultant: Carleton Development, Ltd
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 145
15 0 0 130 Market Rate Units: 5
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 126 24 0 0 0 Total Development Units: 150
Type of Building: Total Development Cost*: $0
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,200,000 $0
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).
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3 Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Carpenter's Point, TDHCA Number 07101

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: West, District 23, S Points: 7 US Representative: Johnson, District 30, NC

TX Representative: Hodge, District 100, NC Points: 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government

S, Jerry Killingsworth, Director Housing Department S, John Wiley Price, Dallas County Commissioner

S, Mavis B. Knight, Member, Texas State Board of S, Timothy J. Lott, Chief Projects Officer, Dallas Housing
Education Authority

Individuals and Businesses In Support: 14 In Opposition 0

Quantifiable Community Participation Input:

Dolphin Heights Neighborhood Crime Watch Association, Anna Hill Letter Score: 24 SorO: S
This project will be an asset to elderly person, and it is an asset to the community and will improve the overall
community.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:

Broad support received from elected official, non-officials and a qualified neighborhood organization. Multiple
supportive comments received during the public comment portion of the June and July Board meetings. Commenters
requested forward commitments of 2008 tax credits.

CONDITIONS OF COMMITMENT

7/23/2007 12:29 PM
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Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Carpenter's Point, TDHCA Number 07101

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:187 [ ] Meeting a Required Set-Aside Credit Amount*: $0
Recommendation: Not Recommended: Does not have a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).
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Tl Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Oak Tree Village, TDHCA Number 07103
BASIC DEVELOPMENT INFORMATION
Site Address: 2700 Blk of FM 1266 Development #: 07103
City: Dickinson Region: 6 Population Served: Elderly
County: Galveston Zip Code: 77539 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Community Retirement Center of Galveston County, L.P.
Owner Contact and Phone: Charles Holcomb (713) 522-4141
Developer: OTV Development Group, LLC
Housing General Contractor: To Be Determined
Architect: Joseph Hoover
Market Analyst: Ed Ipser & Associates, Inc.
Syndicator: Column Capital, LLC
Supportive Services: Mainland Medical Center
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown: 30% 40% 50% 60% Total Restricted Units: 36
4 0 0 32 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 30 6 0 0 0 Total Development Units: 36
Type of Building: Total Development Cost*: $4,126,115
L] Triplex ] Detached Residence HOME High Total Units: 0
Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $373,082 $371,883
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).
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Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Oak Tree Village, TDHCA Number 07103

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Jackson, District 11, S Points: 7 US Representative: Paul, District 14, S

TX Representative: Taylor, District 24, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]

S, Stephen Holmes, Commissioner Precinct 3

Individuals and Businesses In Support: 4 In Opposition 0
Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 7

Greater New Hope Missionary Baptist Church SorO: S
Dickinson Economic Environmental Dev. "DEEDS" SorO: S
New Hope Baptist Church SorO: S
Texas City-La Marque Chamber of Commerce SorO: S

General Summary of Comment:
Support received from elected officials and non-officials
CONDITIONS OF COMMITMENT

Receipt, review, and acceptance, before carryover, of an amended title policy consistent with the acquisition cost.

Should the terms and rates of the proposed debt or syndication change, the transaction should be reevaluated and an adjustment to the credit
allocation amount may be warranted.

Receipt of a commitment of funding from the Southeast Texas Housing Finance Corporation in the amount of $212,000, or a commitment from a
qualifying substitute source in an amount not less than $206,306, as required by 8§49.9(i)(5) of the 2007 QAP. The Local Political Subdivision must
attest to the fact that any funds committed were not first provided to the Local Political Subdivision by the Applicant, the Developer, Consultant,
Related Party or any individual or entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision or
subsidiary. If the terms or amount of funding are different than those of the source for which points were awarded, the Application may be
reevaluated for financial feasibility.
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Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Oak Tree Village, TDHCA Number 07103

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:202 [ ] Meeting a Required Set-Aside Credit Amount*: $371,883
Recommendation: Has a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Real Estate Analysis Division
Underwriting Report

REPORT DATE: 06/20/07 PROGRAM: 9% HTC FILE NUMBER: 07103

DEVELOPMENT

Oak Tree Village

Location: 2700 block of FM 1266 Region: 6

City: Dickinson County: Galveston Zip: 77539 |:| QCT DDA

Key Attributes: Multifamily, New Construction, Elderly, Urban/Exurban

ALLOCATION

REQUEST * RECOMMENDATION
TDHCA Program Amount Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $373,082 $371,883

* The Application originally requested an allocation of $393,048; this was reduced by the Applicant to $373,082 with
revised information submitted June 6, 2007.

CONDITIONS

1 Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit allocation amount may be warranted.

2 Receipt, review, and acceptance, before carryover, of an amended title policy consistent with the
acquisition cost.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 4
60% of AMI 60% of AMI 32
PROS CONS
d This is the first HTC property in Dickenson proper d The Applicant's high expense to income ratio is

and the market study suggests the subject will within 1% of the maximum guideline, reflecting
provide much-needed senior housing in the extensive deep rent targeting, but is still
area. acceptable.

d The number of one-bedroom units targeting 60%
households may be more than needed based
upon the unit capture rate calculated by the
Market Analyst.

d The evaluation of the market suggests that the
development must capture over 50% of the
demand in this market which is calculated
primarily from turnover from existing housing.
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PREVIOUS UNDERWRITING REPORTS

No previous reports

DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

Applicant

Community Retirement Center of Galveston County, 1P,

{ Creneral Partmeris)

\L o (1125

Limdted Partner
Lok G

R E— — — 1 _— —
Community Retireme AH Developmer I-Iotegrity _olumn Caplial, LLCY
{ Centre, Inc LLC Management, Jn-;.'.]
\\\—f_"l.- ] L _i_/,/ 45530 _ Qe

e S

Charles IHolcomb r”::._ph Hoow nL,r-I Star Fhode:
TR 100124 | RO
"-..._____ _,___,.-""‘J
CONTACT
Contact: Charles Holcomb Phone: (713) 522-4141 Fax: (936) 566-4646
Email: crhjah@cebridge.net

KEY PARTICIPANTS

Name Net Assets Liquidity? # of Complete Developments
Community Retirement none
Centre, Inc. $89,686 $8,236
JAH Development LLC newly formed entity none
I-Integrity Management,
Inc. $36,052 $36,052 none
) . ) . Live Oak Village (02011), Courts of Las Palomas
Charles Hol b li | f | .
aries nolcom confidentia confidentia (97027), Dayton Retirement Center (94146)
Joseph Hoover confidential | confidential none
Star Rhodes confidential | confidential | Live Oak Village (02011), Azalea Gardens (00015)

1 Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

d The Applicant, Developer, Architect, and Property Manager are related entities. These are common
relationships for HTC-funded developments.
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PROPOSED SITE

SITE PLAN
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SITE PLAN
BUILDING CONFIGURATION
Building Type I I M \ Total
Floors/Stories 1 1 1 Buildings
Number 2 4 2 1 9
BR/BA SF Units Total Units | Total SF
1/1 667 3 4 2 4 30 20,010
2/1 880 2 6 5,280
Units per Building 4 4 4 4 36 25,290
SITE ISSUES

Total Size:
Flood Zone:
Zoning:

4.78 acres

C

N/A

Scattered site?
Within 100-yr floodplain?
Needs to be re-zoned?

Yes No
Yes No
ves | | No

N/A
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TDHCA SITE INSPECTION

Inspector: Manufactured Housing Staff Date:  4/24/2007

Overall Assessment:
Acceptable

|:| Excellent

Surrounding Uses:

|:| Poor

|:| Questionable |:| Unacceptable

North: residential East: school, residential
South: residential West: residential, undeveloped land
HIGHLIGHTS of ENVIRONMENTAL REPORTS
Provider:  Associated Testing Laboratories, Inc. Date:  3/19/2007
Recognized Environmental Concerns (RECs) and Other Concerns:
d none
MARKET HIGHLIGHTS

Provider:  Ipser & Associates, Inc. Date:  3/13/2007
Contact: Edward A. Ipser, Sr. Phone: (817) 927-2838 Fax: (817)927-0032
Number of Revisions: N/A Date of Last Applicant Revision: N/A

Primary Market Area (PMA): 39 square miles a 3.5 mile radius
"The market area for the subject is defined by 8 census tracts ... covering an area roughly bounded by
IH-45 on the (west), FM 518 on the north, the Gulf of Mexico on the (east), and Dickinson Bayou on the
south." (p. 2-11) This primary market area (PMA) encompasses 39 square miles, and is equivalent to a
radius of approximately 3.5 miles.

PROPQOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name File # TOt_aI Comp Name File # Tot.al Comp
Units Units Units  |2s%  Units
None N/A
INCOME LIMITS
Galveston
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $12,800 $14,650 $16,450 $18,300 $19,750 $21,250
60 $25,620 $29,280 $32,940 $36,600 $39,540 $42,480
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type ;Lg,r:;l:(; D(irrzva\l::j Dgr;h:r: d Total Demand | Subject Units | Comparable | Capture Rate
(PMA)
1BR/ 30% 4 1 0 5 2 0 40%
1BR/ 60% 5 1 0 6 28 0 467%
2 BR/ 30% 6 1 0 7 2 0 29%
2 BR / 60% 14 0 0 14 4 0 29%
4 0of 9
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OVERALL DEMAND
Target Household Size | Income Eligible Tenure Demand
Households
PMA DEMAND from TURNOVER
Market Analyst p. 5,079 100% 5,079 28% 1,422 16% 232 24% 56
Underwriter 17% 5,211 100% 5,211 28% 1,438 16% 233 24% 56
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 5,079 3% 132 28% 37 16% 6 100% 6
Underwriter 5,211 3% 135 28% 37 16% 6 100% 6
INCLUSIVE CAPTURE RATE
Unstabilized Unstabilized Total Demand Inclusive
Subject Units| Comparable | Comparable | Total Supply (W/25% of
(PMA) (25% SMA) SMA) Capture Rate
Market Analyst ex N-1 36 0 0 36 62 58.39%
Underwriter 36 0 0 36 62 58.14%

Primary Market Occupancy Rates:

"Although Dickinson had no independent living location for elderly, (the Analyst) surveyed 2 elderly-
desighated Housing Tax Credit (HTC) properties in the area, and these two projects were 90% occupied
and 93.5% economically leased ... Maplewood Crossing, a 100-unit elderly-designated HTC in League
City (about 6 miles northwest of the subject), opened in June 2006. Still in lease-up, occupancy was
80% and 87% leased ... Vilage at Morningstar, a 100-unit elderly-designated HTC in Texas City (11 miles
southeast of the subject) opened in March 2006. Morningstar was 100% occupied.” (p. 3-2)

Absorption Projections:

"Absorption information was obtained from the two elderly-designated HTC properties ...Maplewood
Crossing ... absorption rate has ranged from 9 to 10 units per month. Village at Morningstar ...
achieved 100% occupancy (with) a monthly absorption rate of 13 units. Average absorption for the
subject is estimated at 10 to 12 units per month, and it is expected that a 9 to 10 month lease-up period
will be required to achieve 92.5% occupancy of the 36 units." (p. 2-20)

RENT ANALYSIS (Tenant-Paid Net Rents)

Unit Type (% AMI) Proposed Rent ’\:;qgrﬁnr; Market Rent Und(;(r:\r/]:tlng Savaagrigtver
1BR 667 SF 30% $213 $213 $610 $213 $397
1BR 667 SF  60% $556 $556 $610 $556 $54
2BR 880SF 30% $245 $245 $710 $245 $465
2BR 880 SF 60% $657 $657 $710 $657 $53

Market Impact:

"The only elderly facility in Dickinson is La Vita Bella, a Type A assisted living home, about 2.9 miles
southwest of the site. La Vita was 100% occupied ... a small private room rents for $2,550 a month ...
including 3 daily meals, housekeeping, all utilities, personal laundry, weekly linen service, medication
monitoring, and personal care assistance. Because this is the only facility in the city, the contact at La
Vita Bella indicated that Dickinson needs an independent living complex for its seniors." (p. 2-19)
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Houston Market Study:
The Department commissioned a market study for the Houston-Baytown-Sugar Land Metropolitan
Statistical Area (MSA). The study, completed in February 2006 by Vogt, Wiliams & Bowen, LLC, only
considers demand from household growth, and from replacement or renovation of existing housing. It
does not incorporate demand from turnover as normally considered in development-specific market
studies because in an overall study the demand from turnover returns to all of the units in the market
area. A development-specific market study identifies the demand from turnover as potential demand
that can be attracted away from existing units and to the proposed development (and any other new
developments that have not yet become fully occupied).

The proposed development is located in the Texas City / Galveston submarket within the Houston MSA,
but also within a mile of the boundary of the Friendswood / Clear Lake submarket. The PMA identified in
the subject application straddles the boundary line, and the PMA is significantly smaller than either
submarket (a population of 48K as compared to 176K and 309K). In the Texas City submarket, the Vogt,
Williams study identifies one-year growth-based demand for 151 units from senior households below 30%
of AMI, and negative demand (-14 units) from senior households between 51-60% of AMI. In the
Friendswood submarket, the study identifies demand for 47 units from seniors below 30% of AMI and
negative demand (-41 units) from seniors between 51-60% of AMI.

The Market Analyst for the subject application reviewed the Houston MSA study, in particular the Texas
City / Galveston Submarket as it relates to Oak Tree Village. The Analyst notes that "the survey data
discussed in the (Houston MSA study) did not include any developments within the Dickinson
community”. The Analyst goes on to state "the proposed 36-unit Oak Tree Village ... is less than the
demand indicated for elderly housing in 2008, the earliest the subject would come on-line. Therefore,
the proposed Oak Tree Village is within the scope of demand indicated in the (Houston MSA study).
However, in our opinion, the study understates the potential demand for elderly housing in the Texas
City / Galveston Submarket."

Comments:
The Market Analyst calculated an Inclusive Capture Rate of 58%. This capture rate was confirmed by
the Underwriter. TDHCA underwriting guidelines allow an inclusive capture rate up to 75% for
developments targeting the elderly. The Market Study provided sufficient information on which to base
a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 2 Date of Last Applicant Revision: 6/6/2007

The Applicant's projected income is based on the 2007 maximum HTC program rents for Galveston
County, adjusted for the utility allowance maintained by the Housing Authority of Texas City, dated
12/18/2006. The Applicant projects secondary income of $3 per unit per month from laundry, while the
underwriter included secondary income of $10 per unit per month. In the revised rent schedule
submitted June 6, the Applicant made allowance for losses due to vacancy and collection at a total of
5% of potential income based on experience that these losses at senior developments tend to be less
than at family developments. The Underwriter applied the standard guideline of 7.5% of potential
income. The Applicant's projected effective gross income is within 1% of the Underwriter's estimate.

Expense: Number of Revisions: 2 Date of Last Applicant Revision: 6/6/2007

The Applicant's revised projection for total annual operating expenses of $3,952 per unit is within 3% of
the Underwriter's estimate of $3,879 per unit. The Applicant's claimed expense for property insurance is
relatively high at $24,077 per year, or $669 per unit, but this was supported by an insurance company
guote; the Underwriter applied this amount. Other specific line items with significant variances include:
general & administrative expense (the Applicant's projection is $4K lower than the Underwriter's
estimate); and water, sewer, and trash (the Applicant's projection is higher by $4K).
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Conclusion:
The application as submitted indicated a first year expense ratio (total operating expense divided by
effective gross income) of 70%, which exceeds the underwriting guideline limit of 65%. As a result of
other clarifications needed with regard to expenses, the Applicant reviewed overall expenses with the
Property Manager and made a number of adjustments, notably including a reduced manager's salary,
and management fee limited to 4%, based on shared resources with a common property nearby in
LaMarque. The Applicant's revised projection of total annual operating expenses provides a first year
expense ratio below 65%. Since the Applicant's projected effective gross income, annual expenses,
and net operating income (NOI) are each within 5% of the Underwriter's estimates, the Applicant's
figures will be used to determine debt capacity.

The Applicant projected debt service on a permanent mortgage of $600,000 at 7.5% APR; however, the
lender's commitment indicates the interest rate shall be the greater of (i) a spread (currently at 225 bps)
added to a current T-Note Yield (currently at 4.78%), producing a current total of 7.03%, or (ii) a Floor
Rate of 7.10%. The Underwriter's recommended financing structure will include debt service calculated
at 7.10%. The revised income, expenses, development cost, and financing documentation submitted
on June 6 included an increase in the primary mortgage amount to $660,000 and a reduction to the
requested tax credit allocation to $373,082 per year.

However, the first year debt service is overstated at $57K. Years two through fifteen indicate a more
accurate estimate of $53K. The revised amount results in a debt coverage ratio (DCR) of 1.44, which
exceeds the underwriting guideline range of 1.15 to 1.35, indicating the development has sufficient
cash flow to support additional permanent debt. The Underwriter's recommended financing structure
will therefore include an increase in the permanent debt suggested by the Applicant. This is discussed
further under "Conclusions" below.

Feasibility:
The Applicant's estimated NOI and the recommended financing structure are used to create a 30-year
underwriting proforma, applying a 3% growth factor to income and 4% to expenses. This analysis, which
includes a revised total annual debt service, indicates continued positive cash flow, providing a first
year DCR of 1.35, and maintaining a DCR above 1.15; the project can therefore be considered
financially feasible.

ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 20.1 acres $250,750 Tax Year: 2006
Assessed Value per acre: $12,506 Valuation by: Galveston County CAD
pro rata 4.78 acres: $59,780 Tax Rate: 2.5562

EVIDENCE of PROPERTY CONTROL

Type: Option Agreement Acreage: 4.78

Contract Expiration: 9/30/2007 Valid Through Board Date? Yes |:| No

Acquisition Cost: $312,325 Other:  $1.50 per gross square foot

Seller:  W. J. Wasko Related to Development Team? |:| Yes No
TITLE

Comments:

The title insurance policy is only for $208K, significantly less than the acquisition cost of $312K. Receipt,
review, and acceptance, before carryover, of an amended title policy consistent with the acquisition
cost, will be a condition of this report.
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CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 1 Date of Last Applicant Revision: 6/6/2007

Acquisition Value:

The acquisition cost of $312,325, or $1.50 per square foot, is assumed to be reasonable because the
purchase is an arm's-length transaction.

Sitework Cost:
The Applicant has claimed sitework costs of $13,276 per unit, exceeding the guideline of $9,000. The
Applicant provided a statement of site work activity certified by a Registered Architect; however, the
architect is a 45.5% owner of the General Partner. The QAP requires certification by a third party
architect or engineer; the Applicant subsequently provided certification by a third party engineer. The
Applicant also provided a letter from a third party CPA confirming that the claimed sitework costs
should be included in eligible basis.

Direct Construction Cost:

The Applicant's projected direct construction cost of $1,393,787 is within 1% of the Underwriter's estimate
of $1,383,135.

Contingency & Fees:
The Applicant initially included $207,800 for "soft cost & hard cost contingency" under financing costs.
After further review of overall costs, this item was not included in the final submitted development cost
schedule.

Conclusion:
The Applicant's projected total development cost is within 5% of the Underwriter's estimate. Therefore,
the Applicant's cost schedule will be used to determine eligible basis and the total financing required.
An eligible basis of $3,587,330 is increased by 30% because Brazoria County has been designhated a
Difficult Development Area. The resulting adjusted basis of $4,663,530 supports an annual tax credit
allocation of $398,732. This figure will be compared to the Applicant's request and the tax credits
resulting from the Development's gap in need for permanent funds to determine the recommended
allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 2 Date of Last Applicant Revision: 6/6/2007
Source: Mainland Bank Type: Interim Financing

Principal: $1,287,343 Interest Rate: 9.25% |:| Fixed Term: 24 months
Comments:

Wall Street Journal Prime Rate plus a floating spread (currently 1.00%), minimum rate 8.25%; Guarantors:
Charles Holcomb and Joseph Hoover

Source: Southeast Texas Housing Finance Corp. Type: Interim Financing
Principal: $212,000 Interest Rate: AFR |:| Fixed Term: 12 months
Comments:

For predevelopment soft costs and acquisition closing costs; applied for, not yet committed

Source: Peterson Construction Company Type: Interim Financing
Principal: $85,000 Interest Rate: 8.0% Fixed Term: 6 months
Comments:

For Architectural and Engineering Fees, Survey, Soil Test; commitment contingent on HTC award
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Source: Column Capital Type: Permanent Financing

Principal: $660,000 Interest Rate: 7.1% Fixed Amort: 360 months

Comments:
interest rate will be the greater of T-Note Yield plus spread, or Floor rate of 7.10%.

Source: Column Capital Type: Syndication
Proceeds: $3,431,668 Syndication Rate: 92% Anticipated HTC: $ 373,082
Comments:

Replacement reserve requirement of $250 per unit per year. The syndication price is at the mid to low
end of current market prices however any increase in rate could reduce the final allocation of credits
since there would be no more deferred developer fee to absorb excess syndication proceeds.

Amount: $34,445 Type: Deferred Developer Fees

CONCLUSIONS

Recommended Financing Structure:
As stated above, the proforma analysis results in a debt coverage ratio above the Department’s
maximum guideline of 1.35. The underwriting analysis assumes an increase in the permanent loan
amount to $705,473 based on the terms reflected in the application materials. As a result the
development’s gap in financing will decrease.

The Applicant’s total development cost estimate less the revised permanent loan indicates the need for
$3,420,642 in gap funds. Based on the submitted syndication terms, a tax credit allocation of $371,883
annually is required to fill this gap in financing. There are three possible tax credit allocation amounts:

Applicant's Requested Credits $373.082
Credits determined by gap in financing $371,883
Credits determined by eligible basis $398,732

The Tax Credit allocation determined by the gap in financing is recommended because this amount is
sufficient to make the development financially feasible. An annual allocation of $371,883 for ten years
results in proceeds of $3,420,642 at a syndication rate of 92%. The recommended financing structure
indicates no need for deferred developer fees.

Underwriter: Date: June 20, 2007

Thomas Cavanagh

Reviewing Underwriter: Date: June 20, 2007

Lisa Vecchietti

Director of Real Estate Analysis: Date: June 20, 2007

Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Oak Tree Village, Dickinson, 9% HTC #07103

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 30% 2 1 1 667 $343 $213 $426 $0.32 $130.00 $47.00
TC 60% 28 1 1 667 $686 556 15,568 0.83 130.00 47.00
TC 30% 2 2 1 880 $411 245 490 0.28 166.00 56.00
TC 60% 2 1 880 $823 657 2,628 0.75 166.00 56.00
TOTAL: 36 AVERAGE: 703 $531 $19,112 $0.76 $136.00 $48.50

INCOME Total Net Rentable Sq Ft: 25,290 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $229,344 $229,344 Galveston Houston 6
Laundry Per Unit Per Month: $10.00 4,320 1,296 $3.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $233,664 $230,640
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (17,525) (11,532) -5.00% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $216,139 $219,108
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 5.87% $352 0.50 $12,687 $8,400 $0.33 $233 3.83%

Management 4.00% 240 0.34 8,646 8,764 0.35 243 4.00%

Payroll & Payroll Tax 14.26% 856 1.22 30,816 30,200 1.19 839 13.78%

Repairs & Maintenance 7.72% 463 0.66 16,681 18,697 0.74 519 8.53%

Utilities 3.05% 183 0.26 6,595 7,200 0.28 200 3.29%

Water, Sewer, & Trash 4.82% 289 0.41 10,409 14,866 0.59 413 6.78%

Property Insurance 11.14% 669 0.95 24,077 24,077 0.95 669 10.99%

Property Tax 2.5562 8.52% 511 0.73 18,405 18,745 0.74 521 8.56%

Reserve for Replacements 4.16% 250 0.36 9,000 9,000 0.36 250 4.11%

TDHCA Compliance Fees 0.67% 40 0.06 1,440 1,440 0.06 40 0.66%

Other: sup svcs 0.42% 25 0.04 900 900 0.04 25 0.41%

TOTAL EXPENSES 64.61% $3,879 $5.52 $139,654 $142,289 $5.63 $3,952 64.94%
NET OPERATING INC 35.39% $2,125 $3.02 $76,485 $76,819 $3.04 $2,134 35.06%
DEBT SERVICE
Column Capital 24.63% $1,478 $2.10 $53,225 $57,327 $2.27 $1,592 26.16%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 10.76% $646 $0.92 $23,261 $19,492 $0.77 $541 8.90%
AGGREGATE DEBT COVERAGE RATIO 1.44 1.34
RECOMMENDED DEBT COVERAGE RATIO 1.35
CONSTRUCTION COST

Description Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 7.90% $9,023 $12.84 $324,825 $324,825 $12.84 $9,023 7.87%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 11.62% 13,276 18.90 477,945 477,945 18.90 13,276 11.58%
Direct Construction 33.64% 38,420 54.69 1,383,135 1,393,787 55.11 38,716 33.78%
Contingency 3.52% 1.59% 1,820 259 65,511 65,511 2.59 1,820 1.59%
Contractor's Fees 14.00% 6.34% 7,238 10.30 260,551 262,043 10.36 7,279 6.35%
Indirect Construction 9.27% 10,589 15.07 381,207 381,207 15.07 10,589 9.24%
Ineligible Costs 3.41% 3,897 5.55 140,295 140,295 5.55 3,897 3.40%
Developer's Fees 20.00% 14.48% 16,541 23.55 595,460 597,888 23.64 16,608 14.49%
Interim Financing 9.95% 11,360 16.17 408,950 408,950 16.17 11,360 9.91%
Reserves 1.79% 2,046 2.91 73,664 73,664 2.91 2,046 1.79%
TOTAL COST 100.00% $114,210 $162.58 $4,111,543 $4,126,115 $163.15 $114,614 100.00%
Construction Cost Recap 53.20% $60,754 $86.48 $2,187,142 $2,199,286 $86.96 $61,091 53.30%
SOURCES OF FUNDS RECOMMENDED
Column Capital 16.05% $18,333 $26.10 $660,000 $660,000 $705,473 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $597,888
HTC: Column Capital 83.46% $95,324 $135.69 3,431,668 3,431,668 3,420,642 % of Dev. Fee Deferred
Deferred Developer Fees 0.84% $957 $1.36 34,445 34,445 0 0%
Additional (Excess) Funds Req'd -0.35% ($405) ($0.58) (14,570) 2 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $4,111,543 $4,126,115 $4,126,115 $284,406
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

DIRECT CONSTRUCTION COST ESTIMATE

Oak Tree Village, Dickinson, 9% HTC #07103

Marshall & Swift Residential Cost Handbook
Average Quality Multiple Residence Basis

PAYMENT COMPUTATION

CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $660,000 Amort 360
Base Cost |  $59.50| $1,504,825 Int Rate 7.10% DCR 144
Adjustments
Exterior Wall Finish 0.00% $0.00 $0 Secondary $0 Amort
Elderly 3.00% 1.79 45,145 Int Rate Subtotal DCR 1.44
8-Ft. Ceilings 0.00% 0.00 0
Roofing 0.00 0 Additional Amort
Subfloor (2.47) (62,466) Int Rate Aggregate DCR 1.44
Floor Cover 2.43 61,455
Breezeways/Balconies $19.81 5,006 3.92 99,169 RECOMMENDED FINANCING STRUCTURE APPLICANT'S N
Plumbing Fixtures $680 0 0.00 0
Rough-ins $400 36 0.57 14,400 Primary Debt Service $56,892
Built-In Appliances $1,850 36 2.63 66,600 Secondary Debt Service 0
Exterior Stairs $1,650 0 0.00 0 Additional Debt Service 0
Enclosed Corridors $49.58 0 0.00 0 NET CASH FLOW $19,927
Heating/Cooling 1.90 48,051
Garages/Carports 0 0.00 0 Primary $705,473 Amort 360
Comm &/or Aux Bldgs $69.10 2,592 7.08 179,101 Int Rate 7.10% DCR 1.35
Hurricane wind adj $0.94 25,290 0.94 23,773
SUBTOTAL 78.29 1,980,051 Secondary $0 Amort 0
Current Cost Multiplier 0.98 (1.57) (39,601) Int Rate 0.00% Subtotal DCR 1.35
Local Multiplier 0.88 (9.40) (237,606)
TOTAL DIRECT CONSTRUCTION COSTS $67.33 $1,702,844 Additional $0 Amort 0
Plans, specs, survy, bld prm{  3.90% ($2.63) ($66,411) Int Rate 0.00% Aggregate DCR 1.35
Interim Construction Interes|  3.38% (2.27) (57,471)
Contractor's OH & Profit 11.50% (7.74) (195,827)
NET DIRECT CONSTRUCTION COSTS $54.69 $1,383,135
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $229,344 $236,224 $243,311 $250,610 $258,129 $299,242 $346,903 $402,156 $540,464
Secondary Income 1,296 1,335 1,375 1,416 1,459 1,691 1,960 2,273 3,054
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 230,640 237,559 244,686 252,027 259,587 300,933 348,864 404,429 543,518
Vacancy & Collection Loss (11,532) (17,817) (18,351) (18,902) (19,469) (22,570) (26,165) (30,332) (40,764)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME  $219,108 $219,742 $226,335 $233,125 $240,118 $278,363 $322,699 $374,096 $502,754
EXPENSES at 4.00%
General & Administrative $8,400 $8,736 $9,085 $9,449 $9,827 $11,956 $14,546 $17,698 $26,197
Management 8,764 8,789 9,053 9,325 9,604 11,134 12,907 14,963 20,109
Payroll & Payroll Tax 30,200 31,408 32,664 33,971 35,330 42,984 52,297 63,627 94,183
Repairs & Maintenance 18,697 19,445 20,223 21,032 21,873 26,612 32,377 39,392 58,309
Utilities 7,200 7,488 7,788 8,099 8,423 10,248 12,468 15,169 22,454
Water, Sewer & Trash 14,866 15,460 16,079 16,722 17,391 21,158 25,742 31,320 46,361
Insurance 24,077 25,040 26,042 27,083 28,167 34,269 41,694 50,727 75,088
Property Tax 18,745 19,495 20,275 21,086 21,929 26,680 32,460 39,493 58,459
Reserve for Replacements 9,000 9,360 9,734 10,124 10,529 12,810 15,585 18,962 28,068
Other 2,340 2,434 2,531 2,632 2,737 3,331 4,052 4,930 7,298
TOTAL EXPENSES $142,289 $147,655 $153,473 $159,522 $165,809 $201,181 $244,129 $296,280 $436,526
NET OPERATING INCOME $76,819 $72,087 $72,861 $73,603 $74,309 $77,182 $78,570 $77,817 $66,228
DEBT SERVICE
First Lien Financing $56,892 $56,892 $56,892 $56,892 $56,892 $56,892 $56,892 $56,892 $56,892
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $19,927 $15,195 $15,969 $16,711 $17,417 $20,290 $21,678 $20,925 $9,336
DEBT COVERAGE RATIO 1.35 1.27 1.28 1.29 1.31 1.36 1.38 1.37 1.16
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HTC ALLOCATION ANALYSIS -Oak Tree Village, Dickinson, 9% HTC #07103

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $324,825 $324,825
Purchase of buildings
Off-Site Improvements
Sitework $477,945 $477,945 $477,945 $477,945
Construction Hard Costs $1,393,787 $1,383,135 $1,393,787 $1,383,135
Contractor Fees $262,043 $260,551 $262,042 $260,551
Contingencies $65,511 $65,511 $65,511 $65,511
Eligible Indirect Fees $381,207 $381,207 $381,207 $381,207
Eligible Financing Fees $408,950 $408,950 $408,950 $408,950
All Ineligible Costs $140,295 $140,295
Developer Fees
Developer Fees $597,888 $595,460 $597,888 | $595,460
Development Reserves $73,664 $73,664
TOTAL DEVELOPMENT COSTS $4,126,115 $4,111,543 $3,587,330 $3,572,759
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $3,587,330 $3,572,759
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $4,663,530 $4,644,587
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $4,663,530 $4,644,587
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $398,732 $397,112
Syndication Proceeds 0.9198 $3,667,599 $3,652,701
Total Tax Credits (Eligible Basis Method) $398,732 $397,112
Syndication Proceeds $3,667,599 $3,652,701
Requested Tax Credits $373,082
Syndication Proceeds $3,431,668
Gap of Syndication Proceeds Needed $3,420,642
Total Tax Credits (Gap Method)l $371,883 I
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Project ID# 07103

LIHTC 9% i

L1 No Previous Participation in Texas

Applicant Evaluatlon

Name: Qak Tree Village

LIHTC 4% []

HOME | |

BOND [ HTF

City:

£ Other[

SECO ESGP[

| | Members of the development team have been disbarred by HUD

. . S . . . Y o r
National Previous Participation Certification Received: v N/A t Yes L1 No
Noncompliance Reported on National Previous Participation Certification: L] Yes .l No
Portfolio Management and Compliance
i . . Projects in Material Noncompli . .
. Total # of Projects monitored: 5§ ! rogeets m____ aterial Roncompliance # in noncompliance: 0
Yes [} No (V] i
Projects zero to nine: 4 T Projects not reported  Yes L1 |
grouped ten to ninetecn: | # monitored with a score less than thirty: 5 in application No W |
by score twenty to twenty-nine: 0 # not yet monitored or pending review: 2 # of projects not reported 0 '
Portfolio Monitoring Single Audit Portfolio Analysis N
Not applicable v Not applicable Vi Not applicable v
Review pending L] Review pending Ll No unrcsolved issues L
— !
No unresolved issues [] No unresolved issues il Not current on set-ups !
Unresolved issues found i Issues found regarding late cert ' Not current on draws il l
Unresolved issues found that || Issues found regarding late audit [_| Not current on match L]
wCarrant dlsquallfLCfglon Unreselved issucs found that O
(Comments attached) warrant disqualification
{Comments attached)
Reviewed by Patricia Murphy ) Date 5/10/2007
! ]
Multifamily Finance Production \ HOME : Real Estate Analysis
% (Workout)
Not applicable L ; Not applicable v | Not applicable L
! T
Review pending L : Review pending ‘ Review pending L
No unresolved issues No unresolved issues - No unresolved issues Ivi
Unresolved issues found L] Unresolved issues found L Unresolved issues found ’
Unresolved issues found that L Unresolved issues found that L] Unresolved issues found that [
warrant disqualification @ warrant disqualification warrant disqualification
{Comments attached) | {Comments attached) (Comments attached)
Reviewer Shannon Roth Reviewer M. Tynan Reviewer D. Burrelt
Date 5_/9_@(_}07 Date 5 /9 /2007 Date 5/10/2007
Community Affairs Office of Colonia Initiatives Financial Administration
No relationship v Not applicable No delinquencies found v
Review pending ] Review pending Ll Delinquencies found L
No unresolved issues [} No unresolved issues U
Unresolved issues found [l Unresolved issues found O
Unresolved issues found that [ Unresolved issues found that ]
warrant disqualification warrant disqualification
{Comments attachied) (Comments attached)
Reviewer EEF Reviewer Raul Gonzales Reviewer Melissa M. Whitehead
Date 5 /15/2007 Date 5/9 12007 Date 519 12007




L MULTIFAMILY FINANCE DIVISION

el L W July 30, 2007

' Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Country Lane Seniors-Greenville Community, TDHCA Number 07104

BASIC DEVELOPMENT INFORMATION

Site Address: W side of O'Neal St., N. of U.S. Hwy 69 (Joe Ramsey Blvd.) Development #: 07104
City: Greenville Region: 3 Population Served: Elderly
County: Hunt Zip Code: 75401 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Two Country Lane-Greenville, Ltd.
Owner Contact and Phone: Kenneth H. Mitchell (817) 249-6886
Developer: Kenneth H. Mitchell
Housing General Contractor: To Be Determined
Architect: Gailer Tolson French
Market Analyst: Ed Ipser & Associates, Inc.
Syndicator: Bank of America
Supportive Services: To Be Determined
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 98
11 0 0 87 Market Rate Units: 4
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 12 90 0 0 0 Total Development Units: 102
Type of Building: Total Development Cost*: $12,225,213
] Duplex 4 units or more per building Number of Residential Buildings: 1
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
| Townhome | Transitional
*Note:_If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,118,156 $0
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).

7/23/2007 12:30 PM




s =t MULTIFAMILY FINANCE DIVISION

3

;?%; b July 30, 2007

D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Country Lane Seniors-Greenville Community, TDHCA Number 07104

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Deuell, District 2, S Points: 7 US Representative: Hall, District 4, NC

TX Representative: Flynn, District 2, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: S, Thomas B. (Tom) Oliver, Mayor Resolution of Support from Local Government [ ]
S, Sally Bird, President/CEO, Greenville Chamber

Individuals and Businesses In Support: 5 In Opposition 0

Quantifiable Community Participation Input:

West Hill Neighborhood Association, Dr. Myrna Gilstrap Letter Score: 24 SorO: S

The neighborhood association supports the project because the rental rates are affordable for senior citizens
and the project is a quality development. The project will also serve seniors who are mobility impaired. The
development is located close to Presbyterian hospital and our medical district.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:

Support received from elected officials and a qulified neighborhood organization. There were comments of general
support for this development as well as two others in Greenville at the public hearing. The support was generally
focused on the two rehabilitation developments and revitalizing older areas of the city more so than this new
construction.

CONDITIONS OF COMMITMENT

Receipt, review, and acceptance by commitment of documentation verifying the appropriate rezoning of the site for the use as planned.

Should the terms and rates of the proposed debt or syndication change, the transaction should be reevaluated and an adjustment to the credit
allocation amount may be warranted.

Receipt of a commitment of funding from the City of Greenville in the amount of $675,000, or a commitment from a qualifying substitute source in
an amount not less than $611,261, as required by 849.9(i)(5) of the 2007 QAP. The Local Political Subdivision must attest to the fact that any
funds committed were not first provided to the Local Political Subdivision by the Applicant, the Developer, Consultant, Related Party or any
individual or entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision or subsidiary. If the
terms or amount of funding are different than those of the source for which points were awarded, the Application may be reevaluated for financial
feasibility.

Receipt of a commitment of funding from Compass Bank in the amount of $310,000, or a commitment from a qualifying substitute source(s) in an
amount not less than $244,505, as required by 849.9(i)(25) of the 2007 QAP. The provider of funds must attest to the fact that they are not the
Applicant, the Developer, Consultant, Related Party or any individual or entity acting on behalf of the proposed Application and attest that none of
the funds committed were first provided to the entity by the Applicant, the Developer, Consultant, Related Party or any individual or entity acting on
behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision. If the terms or amount of funding are different than
those of the source for which points were awarded, the Application may be reevaluated for financial feasibility.

7/23/2007 12:30 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Country Lane Seniors-Greenville Community, TDHCA Number 07104

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:190 [ ] Meeting a Required Set-Aside Credit Amount*: $0
Recommendation: Not Recommended: Does not have a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Real Estate Analysis Division
Underwriting Report

REPORT DATE: 07/08/07 PROGRAM: 9% HTC FILE NUMBER: 07104

DEVELOPMENT

Country Lane Seniors- Greenville Community

Location: West Side of O'Neal Street, North of US Highway 69 (Joe Ramsey Blvd) Region: 3

City: Greenville County: Hunt Zip: 75401 Qct [ ] opa

Key Attributes: Multifamily, Elderly, New Construction, Urban/Exurban

ALLOCATION
REQUEST RECOMMENDATION
TDHCA Program Amount Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $1,118,156 $1,118,156
CONDITIONS

1 Receipt, review, and acceptance by commitment of documentation verifying the appropriate re-
zoning of the site for the use as planned.

2 Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 11
60% of AMI 60% of AMI 87
PROS CONS
d The subject represents the first elderly tax credit d The development would need to capture a

development in Greenville in 7 years and will be majority of the projected market area demand
one of only two elderly developments in Hunt (i.e., capture rate exceeds 50%).

County.

d The anticipated syndication proceeds as a
percentage of total cost (82%) is higher than the
typical percentage (less than 70%) for a 9%
transaction due to the level of low income
targeting and the QCT 130% boost.

d The number of 2 bedroom units targeting 60%
units may be more than needed based upon
the unit capture rate calculated by the Market
Analyst.

lof9
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PREVIOUS UNDERWRITING REPORTS

Country Lane Seniors- Greenville Community Apartments (#05015) was submitted and underwritten in July
2005 for 9% Tax Credits. The previously submitted application proposed a total of 150 units and a slightly
smaller site of 9 acres. Moreover, the previously proposed site was located adjacent to the subject site, just
north of Industrial Drive. The underwriting analysis recommended the project be approved for Housing Tax
Credits in the amount of $1,100,988 subject to the following conditions: Receipt, review, and acceptance
of a copy of the release of all liens on the property or an updated title commitment showing clear title,
prior to the initial closing on the property. According to the Applicant, the application was withdrawn due
to the loss of points as a result of not being able to obtain the anticipated project-based vouchers;
consequently, the development was no longer considered competitive enough to receive a funding
allocation. The subject application represents the second attempt at tax credits for this development.

DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

Applicant
Two Country Lane-Graanvilla, Ltd.

[Limited Partner)
Breenville Enun‘lr:,' Larm:I LLE Kannath H. Milchall-tnitial Limited Pardnar
1% Ownership Interesi Syndication -E.nrnl.:lny-Tn be admitted as LP
9% COwnership

Principal 1, Org. 1 Principal 2, Org. 1
Fenneth H. Mitchell any E. Mitchell
95% Ownership 5% Ownership
CONTACT
Contact: Kenneth H. Mitchell Phone: (817) 249-6886 Fax: (817) 249-1010
Email: Kenmitchell@kennethmitchellpc.com

KEY PARTICIPANTS

Name Net Assets Liquidity? # of Complete Developments
Greenville Country Lane, LLC N/A Newly formed

Two Country Lane-Greenville, Ltd N/A Newly formed
Kenneth Mitchell CONFIDENTIAL 17

Amy Mitchell CONFIDENTIAL n/a

1 Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

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

20f9
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PROPOSED SITE

SITE PLAN

[STORT 102 UNIT
ACTIVE ADULT
S APARTMENTS
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BUILDING CONFIGURATION

Building Type A Total
Floors/Stories 3 Buildings
Number 1 1
BR/BA SF Units Total Units [ Total SF
1/1 700 12 12 8,400
2/1 950 84 84 79,800
2/2 1,135 6 6 6,810
Units per Building | 102 102 95,010
SITE ISSUES
Total Size: 9.713 acres Scattered site?
Flood Zone: Zone X Within 100-yr floodplain?
Zoning: Comrcl & Light Industrl Needs to be re-zoned? |:| N/A
Comments:

Tract 1 (3.646 acre parcel) of the subject site is presently zoned Light Industrial, while Tract 2 (8.061 acre
parcel) is presently zoned Commercial. The applicant is requesting a change in zoning to Multifamily for
both tracts. Receipt, review, and acceptance by carryover of documentation verifying the appropriate
re-zoning of the site for the use as planned is a condition of this report.

It should be noted, the total amount of land purchased is equal to the sum of the two tracts, 11.707
acres; however, the Applicant has indicated that they plan to build only on 9.713 acres, and the
remaining 1.994 acres are to be donated back to the church. Furthermore, the site currently
incorporates a public Right-of-Way (Industrial Street). The Applicant has indicated that they do not
intend to include the public Right-of-Way (ROW) in the development site. Therefore, as indicated in the
submitted site plan, the site acreage of 9.713 does not assume the public ROW, which is 0.63 acres.

TDHCA SITE INSPECTION

Inspector: Manufactured Housing Staff Date:  5/3/2007

Overall Assessment:
|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable
Surrounding Uses:
North:  Industrial Dr, an electrical substation, vacant/undeveloped land and residential uses.
South: Joe Ramsey Blvd (US Hwy 69), residential and industrial uses, and a church.
East: O'Neal Street, vacant/undeveloped land and residential uses.
West: A railroad track, vacant/undeveloped land.

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider: MAC TEC ENGINEERING AND CONSULTING, INC. Date: 1/5/2007
Recognized Environmental Concerns (RECs) and Other Concerns:
d None.

MARKET HIGHLIGHTS
Provider:  Ipser & Associates Date:  2/6/2007
Contact: Edward Ipser Phone: (817) 927-2838 Fax: (817) 927-0032
Number of Revisions: 0 Date of Last Applicant Revision: N/A
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Primary Market Area (PMA): 887.60 square miles ~ 16.79 mile radius
"The primary market area for the proposed elderly housing complex is considered to be Hunt County..."
(p. 2-5)

Secondary Market Area (SMA):
The Market Analyst did not define a secondary market for the subject development.

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name Fle# | o@ [ comp Name e | o@ Comp
Units Units Units  [2s%  Units
Churchill at Commerce [4118/0703] 100 Family
Austin School Apartments | 07190 36 Family No secondary market
Washington Hotel Lofts | 07191 36 Family
INCOME LIMITS
Hunt
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $13,950 $15,950 $17,950 $19,950 $21,550 $23,150
60 $27,960 $31,920 $35,940 $39,900 $43,080 $46,260
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type I;i;}?:c; DGerrcT)]v;/:; DSrtnhaer: d D;;tzln d Subject Units|Comparable| Capture Rate
(PMA)
1 BR/30% Rent Limit 24 2 26 11 42%
1 BR/60% Rent Limit 21 3 24 1 4%
2 BR/60% Rent Limit 56 6 62 86 139%
OVERALL DEMAND
HoLi:aghitlds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. N-1A 12,100 | 100% 12,100 | s38% 4,562 17% 753 24% 178
Underwriter 23% 12,301 00 12,301 31% 3,819 17% 636 24% 151
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. N-1A 201 38% 76 17% 13 100% 13
Underwriter 100% 211 31% 65 17% 11 100% 11
DEMAND from OTHER SOURCES
Market Analyst p. N-1A 11
Underwriter 0
INCLUSIVE CAPTURE RATE
Unstabilized | Unstabilized Total Inclusive
Subject Units| Comparable|Comparable| Total Supply| Demand Capture Rate
(PMA) (25% SMA) (w/25% of SMA)
Market Analyst p. N-1A 98 0 0 98 202 48.54%
Underwriter 98 0 0 98 162 60.59%
50f9
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Primary Market Occupancy Rates:
In a letter dated June 28, 2007, the Market Analyst indicates, "...overall physical occupancy rates within
the subject's defined market area [are as follows]: Efficiency - 100% occupancy based on no
vacancies in 4 units in one project that provided both the number of units and vacancies by unit type;
1Bd - 98.6% occupancy based on 3 vacancies in 210 units in five projects that provided both the
number of units and vacancies by unit type; 2Bd - 99.4% occupancy based on 2 vacancies in 327 units
in six projects that provided both the number of units and vacancies by unit type; 3Bd - 97.5%
occupancy based on 1 vacancy in 40 units in the two projects that offered three-bedroom floor plans
and provided both the number of units and vacancies by unit type."

Absorption Projections:
"Average absorption for the subject is estimated at 10 to 12 units per month, and it is expected that a 9
to 10 month lease-up period will be required to achieve 92.5% occupancy of the 102 units.” (p. 3-6)

RENT ANALYSIS (Tenant-Paid Net Rents)

Unit Type (% AMI) Proposed Rent ’\:;(?rﬁnr; Market Rent Und(;(r:\r/]:tlng Sav;agrigtver
1BR 700 SF  30% $295 $295 $595 $295 $300
1BR 700 SF  60% $575 $670 $595 $595 $0
2 BR 950 SF 60% $660 $798 $670 $670 $0
2BR 1,135 SF  60% $690 $798 $740 $740 $0
2 BR 1,135 SF MR $750 N/A $740 $740 $0

Market Impact:
"The addition of 102 units for householders aged 55 and over is not expected to have any significant
long-term impact on the existing rental market for elderly housing. Elderly tenants, who are currently rent-
burdened, in the conventional apartments, are expected to relocate to the new affordable housing,
and any, vacancies created by, such moves should be readily filled in this area with very high
occupancy." (p. 3-5)

Comments:
The Underwriter found the market study provided sufficient information on which to base a funding
recommendation.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Underwriter utilized the lesser of the Market Analyst’s market rent conclusion or the projected rents
collected per unit calculated by subtracting tenant-paid utility allowances as of January 1, 2006,
maintained by the City of Greenville, from the 2007 program gross rent limits. Tenants will be required to
pay electric utility costs only. While the market rents are much lower than the 60% rents in the area, they
are still higher than the calculated 50% rents would be and therefore the Underwriter used the market
rents.

The Applicant’s secondary income and vacancy and collection loss assumptions are in line with current
TDHCA underwriting guidelines, and despite the Applicant's use of slightly lower rents for the 60% and
slightly higher rents for the Market rate units, effective gross income is within 5% of the Underwriter's
estimate.

Expense: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant’s total annual operating expense projection at $4,513 per unit is within 5% of the
Underwriter’s estimate of $4,444, derived from the TDHCA database, and third-party data sources. It
appears the Applicant may have slightly overestimated TDHCA compliance fees based on the total
number of LIHTC units.
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Conclusion:
The Applicant’s effective gross income and total operating expenses are consistent with the
Underwriter's estimates; however, the Applicant's net operating income varies by more than 5% of the
Underwriter’s estimate. Therefore, the Underwriter's year one proforma will be used to determine the
development's debt capacity. The proforma and estimated debt service result in a debt coverage ratio
(DCR) above the current underwriting maximum guideline of 1.35. Therefore, the recommended
financing structure reflects a increase in the permanent mortgage based on the interest rate and
amortization period indicated in the permanent financing documentation submitted at application.
This is discussed in more detail in the conclusion to the “Financing Structure Analysis” section (below).

Feasibility:
Both the Applicant's and the Underwriter's expense to income ratio are very high reflecting the
significant deep rent targeting proposed in the application. The Applicant's estimate at 64.65%, is
marginally below the 65% Department guideline. The Underwriter's analysis however, reflects a slightly
lower expense to income ratio of 62.75%.

The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Underwriter’s base year effective gross income, expense and net operating income were utilized
resulting in a debt coverage ratio that remains above 1.15 and positive cash flow. Therefore, the
development can be characterized as feasible for the long term.

ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 16.4 acres $1,242,590 Tax Year: 2006
1 acre (Tract 1): $265,120 Valuation by: Hunt CAD
1 acre (Tract 2): $118,825 Valuation by: Hunt CAD
Total Prorata: 9.71 acres $383,945 Tax Rate: 3.059788

EVIDENCE of PROPERTY CONTROL

Type: Commercial Property Contract Acreage: 11.707
Contract Expiration: 8/30/2007 Valid Through Board Date? Yes |:| No
Acquisition Cost: $378,570 Other: The acreage on the contracts total 11.647
Seller: Iglesia Bautista Hispana Ridgecrest Related to Development Team? |:| Yes No

& Ridgecrest Baptist Church

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 0 Date of Last Applicant Revision: N/A

Acquisition Value:
The Applicant is acquiring 11.707 acres as referenced in the boundary survey included as Exhibit B of
the contract; however, the contract itself references a total of 11.647 acres. Since the contract
indicates that the final acreage will be determined by the survey, the surveyed acreage has been
utilized in this analysis. Based on the Underwriter's calculations, the final acquisition price may be
approximately $1,900 higher based on this discrepancy. This additional amount has not been included
in the sales price used by the Underwriter or the Applicant. In addition, the Applicant has indicated that
they are only including 9.713 acres in the site.
As noted previously, the Applicant plans to donate the remaining 1.994 acres back to the church;

however, this contribution by the Applicant is not included in the contract. Instead, the Applicant has
prorated the 11.707 down to the 9.713 acres to obtain a net acquisition cost of $314,090.
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Off-Site Cost:
The Applicant claimed off-site costs of $850K for off-site concrete, storm drains and devices, water & fire
hydrants, and off-site utilities and provided sufficient third party certification through a professional
engineer to justify these costs.

Sitework Cost:
The Applicant’s claimed sitework costs of $8,990 per unit are within current Department guidelines.
Therefore, further third party substantiation is not required.

Direct Construction Cost:

The Applicant’s direct construction cost estimate is $385K or 7% higher than the Underwriter’s Marshall &
Swift Residential Cost Handbook-derived estimate.

It should be noted, upon a request from the Underwriter for additional information to support the
development budget presented in the application, the Applicant submitted a copy of the construction
contract for Country Lane Seniors-Waxahachie Community, indicating construction costs of
approximately $83.39 per rentable square foot, and a book detailing the extra features provided in the
other Country Lane Senior Communities. Extra features provided in the other senior communities include
furnishings and a card access entry system for the clubhouse, automatic door openers, 16 security
camera stations, and extra lighting and walk-in showers in every unit. The Underwriter took this
information into consideration.

Contingency & Fees:

The Applicant’s contractor’s and developer fees for general requirements, general and administrative
expenses, and profit are all within the maximums allowed by TDHCA guidelines.

Conclusion:
The Applicant’s total development cost is within 5% of the Underwriter’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 $10,626,640 supports annual tax credits of $1,124,710. This
figure will be compared to the Applicant’s request and the tax credits calculated based on the gap in
need for permanent funds to determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 0 Date of Last Applicant Revision: N/A
Source: Greenville Board of Development Type: Interim Financing

Principal: $675,000 Interest Rate: 4.7% Fixed Term: 24 months
Comments:

The term of the loan will commence upon the issuance of the building permit and extend for one year

Source: Compass Bank Type: Interim Financing
Principal: $310,000 Interest Rate: 9.3% Fixed Term: 24 months
Comments:

Application made.

Source: Bank of America Type: Interim to Permanent Financing

Interim: $3,300,000 Interest Rate: 7.32% . Fixed Amort 24 months

Permanent:  $2,000,000 Interest Rate: 8.70% Fixed Amort 360 months

Source: Bank of America Type: Syndication

Proceeds: $10,062,398 Syndication Rate: 90% Anticipated HTC: $ 1,118,156
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Comments:

The syndication price is at the low end of current market prices and any increase in rate could reduce
the final allocation of credits since there is little to no deferred developer fee to absorb excess
syndication proceeds.

Amount: $162,815 Type: Deferred Developer Fees

CONCLUSIONS

Recommended Financing Structure:
As stated above, the proforma analysis results in a debt coverage ratio above the Department’s
maximum guideline of 1.35. The underwriting analysis assumes an increase in the permanent loan
amount to $2,120,781 based on the terms reflected in the application materials. As a result the
development’s gap in financing will decrease.

The Applicant’s total development cost estimate less the adjusted permanent loan of $2,120,781
indicates the need for $10,104,432 in gap funds. Based on the submitted syndication terms, a tax credit
allocation of $1,122,827 annually would be required to fill this gap in financing. Of the three possible tax
credit allocations, Applicant’s request ($1,118,156), the gap-driven amount ($1,122,827), and eligible
basis-derived estimate ($1,124,710), the Applicant’s request of $1,118,156 is recommended resulting in
proceeds of $10,062,398 based on a syndication rate of 90%.

The Underwriter’s recommended financing structure indicates the need for $42,034 in additional
permanent funds. Deferred developer fees in this amount appear to be repayable from development
cash flow within one year of stabilized operation.

Underwriter: Date: 7/8/2007

Diamond Unique Thompson

Reviewing Underwriter: Date: 7/8/2007
Raquel Morales
Director of Real Estate Analysis: Date: 7/8/2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Country Lane Seniors- Greenville Community, Greenville, 9% HTC #07104

Type of Unit Other Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WSET
TC 30% 11 1 1 700 $373 $295 $3,250 $0.42 $77.52 $72.58
TC 60% 1 1 1 700 $748 595 595 0.85 77.52 72.58
TC 60% 84 2 1 950 $898 670 56,280 0.71 99.67 90.36
TC 60% 2 2 2 1,135 $898 740 1,480 0.65 99.67 90.36

MR 4 2 2 1,135 740 2,960 0.65 99.67 90.36
TOTAL: 102 AVERAGE: 931 $633 $64,565 $0.68 $97.06 $88.27

INCOME Total Net Rentable Sq Ft: 95,010 TDHCA APPLICANT COUNTY IREM REGION ~COMPT. REGION
POTENTIAL GROSS RENT $774,783 $763,680 Hunt 3

Secondary Income Per Unit Per Month: $5.00 6,120 6,120 $5.00 Per Unit Per Month

Other Support Income: 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $780,903 $769,800

Vacancy & Collection Loss % of Potential Gross Income: -7.50% (58,568) (57,732) -7.50% of Potential Gross Income

Employee or Other Non-Rental Units or Concessions 0
EFFECTIVE GROSS INCOME $722,336 $712,068
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 5.59% $396 0.43 $40,398 $42,000 $0.44 $412 5.90%

Management 5.00% 354 0.38 36,117 35,603 0.37 349 5.00%

Payroll & Payroll Tax 14.28% 1,012 1.09 103,174 102,000 1.07 1,000 14.32%

Repairs & Maintenance 7.29% 517 0.55 52,684 46,000 0.48 451 6.46%

Utilities 3.92% 278 0.30 28,309 36,000 0.38 353 5.06%

Water, Sewer, & Trash 5.53% 392 0.42 39,957 44,000 0.46 431 6.18%

Property Insurance 3.60% 255 0.27 26,038 30,090 0.32 295 4.23%

Property Tax 3.059788 11.23% 796 0.85 81,146 79,050 0.83 775 11.10%

Reserve for Replacements 3.53% 250 0.27 25,500 25,500 0.27 250 3.58%

TDHCA Compliance Fees 0.54% 38 0.04 3,920 4,080 0.04 40 0.57%

Other: Sup. Servs, security 2.22% 157 0.17 16,000 16,000 0.17 157 2.25%

TOTAL EXPENSES 62.75% $4,444 $4.77 $453,243 $460,323 $4.84 $4,513 64.65%
NET OPERATING INC 37.25% $2,638 $2.83 $269,093 $251,745 $2.65 $2,468 35.35%
DEBT SERVICE
First Lien Mortgage 26.02% $1,843 $1.98 $187,952 $187,952 $1.98 $1,843 26.40%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
NET CASH FLOW 11.23% $796 $0.85 $81,141 $63,793 $0.67 $625 8.96%
AGGREGATE DEBT COVERAGE RATIO 1.43 1.34
RECOMMENDED DEBT COVERAGE RATIO 1.35
CONSTRUCTION COST
Descri[gtion Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL

Acquisition Cost (site or bldg) 2.69% $3,079 $3.31 $314,090 $314,090 $3.31 $3,079 2.57%
Off-Sites 7.28% 8,333 8.95 850,000 850,000 8.95 8,333 6.95%
Sitework 7.86% 8,990 9.65 916,980 916,980 9.65 8,990 7.50%
Direct Construction 46.95% 53,729 57.68 5,480,342 5,865,000 61.73 57,500 47.97%
Contingency 5.00% 2.74% 3,136 3.37 319,866 339,099 3.57 3,325 2.77%
Contractor's Fees 14.00% 7.67% 8,781 9.43 895,625 949,478 9.99 9,309 7.77%
Indirect Construction 6.70% 7,672 8.24 782,500 782,500 8.24 7,672 6.40%
Ineligible Costs 1.10% 1,256 1.35 128,148 128,148 1.35 1,256 1.05%
Developer's Fees 15.00% 11.29% 12,916 13.87 1,317,422 1,386,084 14.59 13,589 11.34%
Interim Financing 3.32% 3,799 4.08 387,500 387,500 4.08 3,799 3.17%
Reserves 2.40% 2,743 2.95 279,829 306,334 3.22 3,003 2.51%
TOTAL COST 100.00% $114,434 $122.85 $11,672,302 $12,225,213 $128.67 $119,855 100.00%
Construction Cost Recap 65.22% $74,635 $80.13 $7,612,813 $8,070,557 $84.94 $79,123 66.02%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage 17.13% $19,608 $21.05 $2,000,000 $2,000,000 $2,120,781 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $1,386,083
HTC Syndication Proceeds 86.21% $98,651 $105.91 10,062,398 10,062,398 10,062,398 % of Dev. Fee Deferred
Deferred Developer Fees 1.39% $1,596 $1.71 162,815 162,815 42,034 3%
Additional (Excess) Funds Req'd -4.74% ($5,421) ($5.82) (552,911) 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $11,672,302 $12,225,213 $12,225,213 $1,402,722
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

Country Lane Seniors- Greenville Community, Greenville, 9% HTC #07104

DIRECT CONSTRUCTION COST ESTIMATE

Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Multiple Residence Basis
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $2,000,000 Amort 360
Base Cost | $52.72 $5,008,815 Int Rate 8.70% DCR 1.43
Adjustments
Exterior Wall Finish 3.20% $1.69 $160,282 Secondary $0 Amort
Elderly 3.00% 1.58 150,264 Int Rate Subtotal DCR 1.43
9-Ft. Ceilings 3.40% 1.79 170,300
Roofing 0.00 0 Additional Amort
Subfloor (0.82) (78,225) Int Rate Aggregate DCR 1.43
Floor Cover 2.43 230,874
Breezeways/Balconies $22.27 37,860 8.87 843,150 RECOMMENDED FINANCING STRUCTURE:
Plumbing Fixtures $805 18 0.15 14,490
Rough-ins $400 204 0.86 81,600 Primary Debt Service $199,302
Built-In Appliances $1,850 102 1.99 188,700 Secondary Debt Service 0
Exterior Stairs $1,800 6 0.11 10,800 Additional Debt Service 0
Enclosed Corridors $42.80 0.00 0 NET CASH FLOW $69,791
Heating/Cooling 1.90 180,519
Elevators $52,750.00 2 1.11 105,500 Primary $2,120,781 Amort 360
Comm &/or Aux Bldgs $61.01 6,800 4.37 414,834 Int Rate 8.70% DCR 1.35
Other: fire sprinkler $1.95 95,010 1.95 185,270
SUBTOTAL 80.70 7,667,173 Secondary $0 Amort 0
Current Cost Multiplier 0.98 (1.61) (153,343) Int Rate 0.00% Subtotal DCR 1.35
Local Multiplier 0.90 (8.07) (766,717)
TOTAL DIRECT CONSTRUCTION COSTS $71.01 $6,747,112 Additional $0 Amort o]
Plans, specs, survy, bld prmts 3.90% ($2.77) ($263,137) Int Rate 0.00% Aggregate DCR 1.35
Interim Construction Interest 3.38% (2.40) (227,715)
Contractor's OH & Profit 11.50% (8.17) (775,918)
NET DIRECT CONSTRUCTION COSTS $57.68 $5,480,342
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $774,783 $798,027 $821,968 $846,627 $872,025 $1,010,917 $1,171,929 $1,358,587 $1,825,828
Secondary Income 6,120 6,304 6,493 6,687 6,888 7,985 9,257 10,731 14,422
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 780,903 804,330 828,460 853,314 878,914 1,018,902 1,181,186 1,369,319 1,840,250
Vacancy & Collection Loss (58,568) (60,325) (62,135) (63,999) (65,919) (76,418) (88,589) (102,699) (138,019)
Employee or Other Non-Rental Units or Conces! 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $722,336 $744,006 $766,326 $789,316 $812,995 $942,484 $1,092,597 $1,266,620 $1,702,231
EXPENSES at 4.00%
General & Administrative $40,398 $42,014 $43,694 $45,442 $47,260 $57,499 $69,956 $85,112 $125,987
Management 36,117 37,200 38,316 39,466 40,650 47,124 54,630 63,331 85,112
Payroll & Payroll Tax 103,174 107,301 111,593 116,057 120,699 146,849 178,665 217,373 321,765
Repairs & Maintenance 52,684 54,791 56,983 59,262 61,633 74,985 91,231 110,997 164,302
Utilities 28,309 29,441 30,619 31,843 33,117 40,292 49,021 59,642 88,285
Water, Sewer & Trash 39,957 41,556 43,218 44,947 46,744 56,872 69,193 84,184 124,613
Insurance 26,038 27,080 28,163 29,290 30,461 37,061 45,090 54,859 81,205
Property Tax 81,146 84,391 87,767 91,278 94,929 115,495 140,518 170,961 253,065
Reserve for Replacements 25,500 26,520 27,581 28,684 29,831 36,294 44,158 53,725 79,526
Other 19,920 20,717 21,545 22,407 23,304 28,352 34,495 41,968 62,124
TOTAL EXPENSES $453,243 $471,011 $489,480 $508,676 $528,628 $640,825 $776,957 $942,153 $1,385,982
NET OPERATING INCOME $269,093 $272,994 $276,846 $280,640 $284,367 $301,660 $315,640 $324,467 $316,249
DEBT SERVICE
First Lien Financing $199,302 $199,302 $199,302 $199,302 $199,302 $199,302 $199,302 $199,302 $199,302
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $69,791 $73,692 $77,544 $81,338 $85,065 $102,357 $116,338 $125,165 $116,947
DEBT COVERAGE RATIO 135 1.37 1.39 141 1.43 151 1.58 1.63 1.59
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TC ALLOCATION ANALYSIS -Country Lane Seniors- Greenville Community, Greenville, 9% HTC #071d

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $314,090 $314,090
Purchase of buildings
Off-Site Improvements $850,000 $850,000
Sitework $916,980 $916,980 $916,980 $916,980
Construction Hard Costs $5,865,000 $5,480,342 $5,865,000 $5,480,342
Contractor Fees $949,478 $895,625 $949,477 $895,625
Contingencies $339,099 $319,866 $339,099 $319,866
Eligible Indirect Fees $782,500 $782,500 $782,500 $782,500
Eligible Financing Fees $387,500 $387,500 $387,500 $387,500
All Ineligible Costs $128,148 $128,148
Developer Fees $1,386,083
Developer Fees $1,386,084 $1,317,422 | $1,317,422
Development Reserves $306,334 $279,829
TOTAL DEVELOPMENT COSTS $12,225,213 $11,672,302 $10,626,640 $10,100,235
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $10,626,640 $10,100,235
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $13,814,632 $13,130,306
Applicable Fraction 95% 95%
TOTAL QUALIFIED BASIS $13,154,507 $12,502,881
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $1,124,710 $1,068,996
Syndication Proceeds 0.8999 $10,121,381 $9,620,005
Total Tax Credits (Eligible Basis Method) $1,124,710 $1,068,996
Syndication Proceeds $10,121,381 $9,620,005
Requested Tax Creditsl $1,118,156 I
Syndication Proceeds $10,062,398
Gap of Syndication Proceeds Needed $10,104,432
Total Tax Credits (Gap Method) $1,122,827
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Project ID# 07104
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

Applicant Evaluation ||

Name: Country Lane Seniors- Greenville

HOME [

City: Greenville

BOND [ ] HTF [] SECO [ ] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

National Previous Participation Certification Received: N/A

Noncompliance Reported on National Previous Participation Certification:

Total # of Projects monitored: 31

Projects zerotonine: 29
grouped
by score

tento nineteen: 2
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer S. Gamble

Date 6 /27/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 7 13 12007

Portfolio Management and Compliance

Projectsin Material Noncompliance

Yes [ ] No [v]

# monitored with a score lessthan thirty: 31

# not yet monitored or pending review:
Single Audit
Not applicable
Review pending
No unresolved issues

OO0 K

Issues found regarding late cert
Issues found regarding late audit [ |
[]

Unresolved issues found that
warrant disqualification
(Comments attached)

HOME

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Sandy M. Garcia
Date 6 /29/2007

Office of Colonia Initiatives

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 6 /29/2007

DNo
[ ] No

L ves

[]Yes

# in noncompliance:

Projects not reported  Yes
in application No

# of projects not reported

Portfolio Analysis
Not applicable
No unresolved issues
Not current on set-ups
Not current on draws

OO0 R

Not current on match

Date 6/27/2007

Real Estate Analysis
(Workout)
Not applicable
Review pending
No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer D. Burrell
Date 6 /28/2007

Financial Administration

[

No delinquencies found
Delinquencies found

Reviewer Melissa M. Whitehead
Date 7 19 /12007




ff'f;‘?" ":‘"I-, MULTIFAMILY FINANCE DIVISION
i b ": July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Paseo Palms, TDHCA Number 07108
BASIC DEVELOPMENT INFORMATION
Site Address: 3000' E. of Joe Battle Near Pellicano Dr. Development #: 07108
City: El Paso Region: 13 Population Served: General
County: El Paso Zip Code: 79936 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Paseo Palms, LTD
Owner Contact and Phone: R.L. (Bobby) Bowling IV (915) 821-3550
Developer: Tropicana Building Corporation
Housing General Contractor: Tropicana Building Corporation
Architect: ARTchitecture
Market Analyst: Powers Group
Syndicator: Richman Group Capital Corporation
Supportive Services: YWCA
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 180
18 0 0 162 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 28 68 72 12 0 Total Development Units: 180
Type of Building: Total Development Cost*: $15,154,976
L] Triplex ] Detached Residence HOME High Total Units: 0
Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,200,000 $1,200,000
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).

7/23/2007 12:30 PM




P MULTIFAMILY FINANCE DIVISION
ot July 30, 2007

Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Paseo Palms, TDHCA Number 07108

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Shapleigh, District 29, S Points: 7 US Representative: Reyes, District 16, NC
TX Representative: Quintanilla, District 75, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]

S, Jerry Patterson, Commissioner, General Land Office

Individuals and Businesses In Support: 6 In Opposition 0
Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 7

El Paso Alliance SorO: S
YMCA of Greater El Paso SorO: S
Center Against Family Violence SorO: S
Project Vida SorO: S
Lower Valley Housing Corporation Sor0O: S

General Summary of Comment:
Support received from elected officials and civic organizations.
CONDITIONS OF COMMITMENT

Should the terms and rates of the proposed debt or syndication change, the transaction should be reevaluated and an adjustment to the credit
allocation amount may be warranted.

Receipt of a commitment of funding from the El Paso Housing Finance Corporation in the amount of $30,000, and from the El Paso Department of
Parks and Recreation in the amount of $122,400, or a commitment from a qualifying substitute source(s) in an amount not less than $151,795, as
required by §49.9(i)(5) of the 2007 QAP. The Local Political Subdivision must attest to the fact that any funds committed were not first provided to
the Local Political Subdivision by the Applicant, the Developer, Consultant, Related Party or any individual or entity acting on behalf of the
proposed Application, unless the Applicant itself is a Local Political Subdivision or subsidiary. If the terms or amount of funding are different than
those of the source for which points were awarded, the Application may be reevaluated for financial feasibility.

7/23/2007 12:30 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Paseo Palms, TDHCA Number 07108

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:173 [ ] Meeting a Required Set-Aside Credit Amount*: $1,200,000
Recommendation: Has a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0

HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 12:30 PM




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

REPORT DATE: 05/28/07 PROGRAM: 9% HTC FILE NUMBER: 07108

DEVELOPMENT

Paseo Palms

Location: 3,000 feet east of Joe Battle/loop 375 off Pellicano Drive Region: 13
City: ElPaso County: El Paso Zip: 79936 [ ] ect [] ooa
Key Attributes: Multifamily, Family, Urban/Exurban, New Construction

ALLOCATION

REQUEST RECOMMENDATION

TDHCA Program Amount Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $1,200,000 $1,200,000

CONDITIONS

1 Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit/allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 18
60% of AMI 60% of AMI 162
PROS CONS
d The non-conventional sources of local financing d Half of the one mile radius surrounding the site
for this development could be safely replaced exists outside the Market Analyst's primary
by deferral of developer fees if needed. market area suggesting that the site is at the
edge of existing development for the area.
d The Developer has a strong history of d The Development's high expense to income
development in the El Paso area. ratio is within 3% of the maximum guideline,

reflecting extensive deep rent targeting, but is
below the Department's maximum.

d The site plan reflects an extraordinarily tight
building layout with very little open space.

PREVIOUS UNDERWRITING REPORTS

No previous reports.

1of9
07108 Paseo Palms.xls,
printed: 5/29/2007




DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

PASEO PALMS LTD‘_.

(ot yet formed)

APPLIGANT
b
[ ) |
El Paso Paseo, LLC Equity Inveators TBD
1% 0%
CHRCRA MIZA TROM 1 | ORGANIZATION 2 HICHMAN GROUPT
r )
Tropicana Building Corporation
100%
COrganization 1.1
i N
Babby Bowling v
— Progident
28%
L8
Inl' -
Bobby Bowling
P Vice-Prosideni
6%
e i— o —
r . =
Randal Bowling
= Tl LT
26%
L
i !
Gregary Bawling
— Secreany
8%
L
CONTACT
Contact: RL "Bobby" Bowling IV Phone: (915) 821-3550 Fax: (915)821-3556
Email: bbowling4@aol.com
KEY PARTICIPANTS
Name Net Assets Liquidity? # of Complete Developments
Tropicana Building Corp $4,634,420 ($3,768,031) N/A
RL "Bobby" Bowling IV Confidential 15 LIHTC Developments
Bobby Bowling lll Confidential 15 LIHTC Developments
Randal Bowling Confidential 15 LIHTC Developments
Gregory Bowling Confidential 15 LIHTC Developments

1 Liquidity = Current Assets - Current Liabilities

d The negative liquidity of Tropicana Building Corp. is offset by the financial capacity of the

principals of that entity.

IDENTITIES of INTEREST

d The Applicant, Developer, General Contractor, and property manager are related entities.

These are common relationships for HTC-funded developments.
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d The principals of Tropicana Building Corporation are also members of the seller, Americas
Loop 375, LP. This will be addressed in the acquisition cost section of this report.

PROPOSED SITE

SITE PLAN

SUN FIRE ST.

—
i

|
| -
—-re

ST
1
-._ﬂl-lﬂ. =

I
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BUILDING CONFIGURATION

Building Type A B C D Total
Floors/Stories 1 1 1 1 Buildings
Number 7 17 18 3 45
BR/BA SF Units Total Units | Total SF
1/1 706 4 28 19768
2/1 967 4 68 65756
3/2 1,083 4 72 77976
4/2 1,201 4 12 14412
Units per Building 4 4 4 4 180 177912
SITE ISSUES
Total Size: 12.379 acres Scattered site? Yes No
Flood Zone: Zone X Within 100-yr floodplain? Yes No
Zoning: A-2 Apartment Needs to be re-zoned? Yes No |:| N/A
Comments:

The Applicant's proposed development includes 180 units in 45 one story structures on 12.379 acres.
Compared to typical properties with one story structures, the subject property will have a very high
density of 14.54 units per acre, particularly since the site is in a relatively undeveloped area.

TDHCA SITE INSPECTION

Inspector: Manufactured Housing Staff Date:  4/25/2007

Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable
Surrounding Uses:

North:  vacant desert land East: vacant desert land

South: vacant desert land West: public school/vacant desert land

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider: Soil Mechanics International Date: 3/14/2007

Recognized Environmental Concerns (RECs) and Other Concerns:
d The ESA found no evidence of recognized environmental concerns.

MARKET HIGHLIGHTS

Provider:  The Powers Group Date:  3/28/2007
Contact: Linda M Powers Phone: (915) 479-2093 Fax: (915) 613-2354
Number of Revisions: 0 Date of Last Applicant Revision: N/A

Primary Market Area (PMA): 21.03 square miles (a2.5 mile radius)

The Primary Market Area is located in the East Planning area of El Paso, Texas. The geographic
boundaries are described generally as: West - Lee Trevino Drive; North - Montana Ave; East - City limits
boundary; and South - Interstate Highway 10 (p. 54). The site is located at the southeastern edge of the
market area such that half of the one mile radius surrounding the site is outside of the market area. This
market area is still acceptable because of the very limited population east of the site and the likely
competition the site will face from areas north which will also use IH10 as the primary corridor to get to
downtown.

Secondary Market Area (SMA):
The Market Analyst did not include a Secondary Market Area.
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PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name Fle# | o | comp Name Fle# | o@ Comp
Units Units Units |2s%  Units
Cedar Oaks Townhomes | 04070 160 93 N/A
Americas Palms 04196 112 79
INCOME LIMITS
El Paso
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $9,050 $10,350 $11,650 $12,950 $14,000 $15,000
60 $18,120 $20,700 $23,280 $25,860 $27,900 $30,000
MARKET ANALYST PMA DEMAND by UNIT TYPE*
Unstabilized
Unit Type ;i:g’:; Dir:g:; DS::; d D;;t;lll d Subject Units| Comparable | Capture Rate
(PMA)
1 BR/ 30% Rent Limit 31 0 31 2 0 6%
1 BR/ 60% Rent Limit 66 0 66 26 0 39%
2 BR/ 30% Rent Limit 37 0 37 4 0 11%
2 BR/ 60% Rent Limit 81 -4 77 64 0 83%
3 BR/ 30% Rent Limit 36 0 36 6 0 17%
3 BR/ 60% Rent Limit 53 0 53 66 0 125%
4 BR/ 30% Rent Limit 23 0 23 6 0 26%
4 BR/ 60% Rent Limit 67 0 67 6 0 9%
*The Market Analyst did not include unstabilized units from the two comparable properties in the PMA.
OVERALL DEMAND
HoLi:aghitlds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. 95 00 29,365 97% 28,513 | 100% 28,513 12% 3,387 65% 2,185
Underwriter 00% 29,887 97% 29,021 | 0% 29,021 8% 2,463 65% 1,588
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 96 97% 507 100% 507 12% 60 100% 60
Underwriter 97% 516 100% 501 8% 42 100% 42
INCLUSIVE CAPTURE RATE
Unstabilized | Unstabilized Total Inclusive
Subject Units| Comparable | Comparable | Total Supply| Demand Capture Rate
(PMA) (25% SMA) (W/25% of SMA)
Market Analyst p. 97 180 0 0 352 2,245 15.68%
Underwriter 180 172 0 352 1,631 21.58%

Primary Market Occupancy Rates:
The market study indicates that the current overall occupancy in the market is 96.7% for comparable
market rate properties. Furthermore, the occupancy rates based on unit type are: 97.1% for one
bedroom units; 96.5% for two bedroom units; 92.0% for three bedroom units; and no data was available
for four bedroom units. LIHTC properties within the PMA have an overall occupancy of 96.5%.

Absorption Projections:
The market study indicates that other LIHTC properties constructed between 2004 and 2006 in the PMA
have had absorption rates of 10 to 15 units per month.
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RENT ANALYSIS (Tenant-Paid Net Rents)
Unit Type (% AMI) Proposed Rent ’\:;(?rﬁnr; Market Rent Und(;(r:\r/]:tlng Sav;agrigtver
1 BR/ 30% Rent Limit $131 $137 $500 $137 $363
1 BR/ 60% Rent Limit $374 $380 $500 $380 $120
2 BR/ 30% Rent Limit $163 $171 $575 $171 $404
2 BR/ 60% Rent Limit $454 $462 $575 $462 $113
3 BR/ 30% Rent Limit $186 $197 $650 $197 $453
3 BR/ 60% Rent Limit $522 $533 $650 $533 $117
4 BR/ 30% Rent Limit $200 $214 $750 $214 $536
4 BR/ 60% Rent Limit $575 $589 $750 $589 $161

Market Impact:

The Market Analyst does not provide an opinion concerning the impact on the market. However, the
Analyst indicates that rising rental rates within the PMA indicates "the ability to absorb new apartment
units" (p. 67).

Comments:
The market study submitted provides sufficient information on which to base a funding
recommendation.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant’s projected rents collected per unit were calculated by subtracting tenant-paid utility
allowances as of July 1, 2006, maintained by the El Paso Housing Authority, from the 2007 program gross
rent limits. During subsequent correspondence, the Underwriter became aware of the availability of
updated utility allowances that will be effective July 1, 2007. The Underwriter has used the updated
allowances to determine the rent collected, which results in a slight difference between the Applicant's
potential gross rent figure and the Underwriter's figure.

Tenants will be required to pay electric, natural gas, water, and sewer costs. The Underwriter's proforma
analysis has been adjusted to reflect the proposed utility structure.

The Applicant's secondary income and vacancy and collection loss estimates are in line with the
Department's standards. Despite the difference in potential gross rent, the Applicant's effective gross
income estimate is within 5% of the Underwriter's estimate.

Expense: Number of Revisions: 1 Date of Last Applicant Revision: 4/30/2007

The Applicant’s total annual operating expense projection at $3,128 per unit is within 5% of the
Underwriter’s estimate of $3,252, derived from the TDHCA database, third-party data sources, and
operating history for two comparable Tropicana Building Corp properties.

The Applicant's estimate of payroll and payroll tax is 10% or $13K higher than the Underwriter's estimate.
Additionally, the Underwriter's overall expense estimate is $275 per unit lower than the TDHCA database
estimate. It should be emphasized that the Underwriter relied on actual 2006 operating history for two
comparable Tropicana properties to derive the general and administrative, payroll and payroll tax, and
property insurance expense estimates.

Conclusion:

The Applicant's estimates of effective gross income, total expense, and net operating income are each
within 5% of the Underwriter's estimates. Therefore, the Applicant's Year One proforma is used to
determine the development's debt capacity and debt coverage ratio (DCR). The Applicant's Year One
proforma results in a DCR within the Department's guideline of 1.15 to 1.35.
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Feasibility:

The Underwriter's and Applicant's expense to income ratios are below the Department's 65% maximum.
The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Applicant's base year effective gross income, expense and net operating income were utilized resulting
in a debt coverage ratio that remains above 1.15 and continued positive cashflow for the Department's
minimum 15 year period. Therefore, the development can be characterized as feasible.

ACQUISITION INFORMATION

APPRAISED VALUE
Provider:  The Powers Group Date:  2/16/2007
Number of Revisions: 0 Date of Last Applicant Revision: N/A
Land Only: 12.4 acres $540,000 As of: 2/16/2007

ASSESSED VALUE
Land Only: 279 acres $2,543,049 Tax Year: 2006
1 Acre: $9,100 Valuation by: El Paso CAD
Prorata: 12.4 acres $112,649 Tax Rate: 2.475782

EVIDENCE of PROPERTY CONTROL

Type: Commercial Contract Unimproved Property Acreage: 12.379
Contract Expiration: 12/30/2007 Valid Through Board Date? Yes |:| No
Acquisition Cost: $500,000 Other:

Seller:  Americas Loop 375, LP Related to Development Team? Yes |:| No

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 0 Date of Last Applicant Revision: N/A
Acquisition Value:

The Applicant has provided a contract for the purchase of the subject site for $500,000, which equates
to $40K per acre or $3K per unit. The property is a 12.379 acre portion of a larger 279 acre tract.
Members of the owner of the General Partner are also members of the current owner of the property,
Americas Loop 375, LP. The Applicant has included the costs for a dedicated roadway and utilities for
the property and has provided documentation of holding costs, including taxes, and return on
investment, that support a value of $475,536. Therefore, the Underwriter's development cost schedule
reflects an acquisition cost of $475,536. If the Applicant's costs are used in the final analysis, the sources
and uses of funds will be adjusted by the difference in acquisition costs to ensure that tax credit
proceeds are not used to fund a potential excess of profit on the identity of interest transfer to the
partnership.

Sitework Cost:
The Applicant’s claimed sitework costs of $7,444 per unit are within current Department guidelines.
Therefore, further third party substantiation is not required.

Direct Construction Cost:

The Applicant’s direct construction cost estimate is $173K or 2% lower than the Underwriter’s Marshall &
Swift Residential Cost Handbook-derived estimate.
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Contingency & Fees:

While the Applicant's fees are within the Department's guidelines, the Applicant included no
contingency leaving less margin for error in cost estimation than the typical transaction.

Conclusion:

The Applicant’s total development cost is within 5% of the Underwriter’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 $14,475,440 supports annual tax credits of $1,237,650. This
figure will be compared to the Applicant’s request and the tax credits calculated based on the gap in
need for permanent funds to determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 2 Date of Last Applicant Revision:  3/28/2007
Source: El Paso Housing Finance Corporation Type: Interim Financing

Principal: $30,000 Interest Rate: 5.0% Fixed Term: 24 months
Comments:

The Applicant has submitted an intent to apply for a $30,000 loan at 5%, ballooned after 24 months. The
Applicant included this source of funds as both an interim and permanent source. However, the loan
terms indicate that the funds will be an interim source repaid after completion of construction.
Therefore, the Underwriter's recommended financing structure does not include this source of funds,
which results in a comparable increase in deferred developer fees.

Source: Bank of America Type: Interim to Permanent Financing
Interim: $5,100,000 Interest Rate: 7.32% Fixed Term: 24 months
Permanent: $3,400,000 Interest Rate: 7.50% Fixed Term: 360 months
Comments:

The Underwriter's assumed interim interest rate of 7.32% is the 30-day LIBOR rate for March plus 2%, in line
with the term sheet provided. Tropicana Building Inc., Robert Bowling Ill, Robert Bowling IV, Randall J
Bowling, and Gregory Bowling are listed as guarantors.

Source: City of El Paso Waiver of Park fees Type: In Kind Donation
Amount: $122,400 Conditions:
Comments:

The Applicant has submitted an intent to apply for waiver of $680 per unit in park fees from the City of El
Paso. The Applicant also submitted a letter indicating that such park fees were waived for another
Tropicana development that received an allocation of 9% credits in 2006.

Source: Franklin Building Materials Type: Grant
Amount: $303,600 Conditions: Receipt of 9% HTC allocation.
Source: The Richman Group Type: Syndication
Proceeds: $11,160,000 Syndication Rate: 93% Anticipated HTC: $ 1,200,000
Amount: $163,440 Type: Deferred Developer Fees
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CONCLUSIONS

Recommended Financing Structure:

The Applicant’s total development cost estimate less the permanent loan of $3,400,000, grant of
$303,600, and $122,400 in fee waivers indicates the need for $11,353,440 in gap funds. Based on the
submitted syndication terms, a tax credit allocation of $1,220,922 annually would be required to fill this
gap in financing. Of the three possible tax credit allocations, Applicant’s request ($1,200,000), the gap-
driven amount ($1,220,922), and eligible basis-derived estimate ($1,237,650), the Applicant’s request of
$1,200,000 is recommended resulting in proceeds of $11,158,884 based on a syndication rate of 93%.

The Underwriter’s recommended financing structure indicates the need for $170,092 in additional
permanent funds. Deferred developer fees in this amount appear to be repayable from development
cashflow within three years of stabilized operation. Should the Applicant ultimately not receive the
$303,600 grant and/or $122,400 in park waivers, the resulting deferred developer fee is repayable within
15 years of stabilized operation.

Underwriter: Date: May 28, 2007
Cameron Dorsey
Reviewing Underwriter: Date: May 28, 2007
Lisa Vecchietti
Director of Real Estate Analysis: Date: May 28, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Paseo Palms, El Paso, 9% HTC #07108

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt Rent Collected Rent per Month Rent per SF Tnt-Pd Util Trash
TC 30% 2 1 1 706 $242 $137 $274 $0.19 $105.00 $15.00
TC 60% 26 1 1 706 $485 380 9,880 0.54 105.00 15.00
TC 30% 4 2 1 967 $291 171 684 0.18 120.00 15.00
TC 60% 64 2 1 967 $582 462 29,568 0.48 120.00 15.00
TC 30% 6 3 2 1,083 $336 197 1,182 0.18 139.00 15.00
TC 60% 66 3 2 1,083 $672 533 35,178 0.49 139.00 15.00
TC 30% 6 4 2 1,201 $375 214 1,284 0.18 161.00 15.00
TC 60% 6 4 2 1,201 $750 589 3,534 0.49 161.00 15.00
TOTAL: 180 AVERAGE: 988 $453 $81,584 $0.46 $128.00 $15.00

INCOME Total Net Rentable Sq Ft: 177,912 TDHCA APPLICANT COUNTY IREM REGION  COMPT. REGION
POTENTIAL GROSS RENT $979,008 $958,944 El Paso El Paso 13
Secondary Income Per Unit Per Month: $10.00 21,600 21,600 $10.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $1,000,608 $980,544
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (75,046) (73,541) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $925,562 $907,003
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 5.86% $301 0.30 $54,209 $64,000 $0.36 $356 7.06%

Management 6.00% 309 0.31 55,534 45,000 0.25 250 4.96%

Payroll & Payroll Tax 13.31% 685 0.69 123,212 136,000 0.76 756 14.99%

Repairs & Maintenance 6.56% 337 0.34 60,715 53,000 0.30 294 5.84%

Utilities 5.48% 282 0.28 50,700 38,000 021 211 4.19%

Water, Sewer, & Trash 4.85% 250 0.25 44,915 40,000 0.22 222 4.41%

Property Insurance 4.13% 213 0.22 38,253 38,000 0.21 211 4.19%

Property Tax 2.475782 10.97% 564 0.57 101,575 95,000 0.53 528 10.47%

Reserve for Replacements 4.86% 250 0.25 45,000 45,000 0.25 250 4.96%

TDHCA Compliance Fees 0.78% 40 0.04 7,200 5,000 0.03 28 0.55%

Other: Support Services 0.43% 22 0.02 4,000 4,000 0.02 22 0.44%

TOTAL EXPENSES 63.24% $3,252 $3.29 $585,313 $563,000 $3.16 $3,128 62.07%
NET OPERATING INC 36.76% $1,890 $1.91 $340,250 $344,003 $1.93 $1,911 37.93%
DEBT SERVICE
First Lien Mortgage 30.82% $1,585 $1.60 $285,280 $283,508 $1.59 $1,575 31.26%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 5.94% $305 $0.31 $54,970 $60,495 $0.34 $336 6.67%
AGGREGATE DEBT COVERAGE RATIO 1.19 1.21
RECOMMENDED DEBT COVERAGE RATIO 1.21
CONSTRUCTION COST

Descrigtion Factor % of TOTAL PER UNIT PERSQFT TDHCA APPLICANT PERSQFT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 3.10% $2,642 $2.67 $475,536 $500,000 $2.81 $2,778 3.29%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 8.73% 7,444 7.53 1,340,000 1,340,000 753 7,444 8.83%
Direct Construction 60.47% 51,551 52.16 9,279,208 9,106,000 51.18 50,589 59.99%
Contingency 0.00% 0.00% 0 0.00 0 0 0.00 0 0.00%
Contractor's Fees 13.77% 9.53% 8,125 8.22 1,462,440 1,462,440 8.22 8,125 9.63%
Indirect Construction 2.50% 2,128 2.15 383,000 383,000 215 2,128 2.52%
Ineligible Costs 0.61% 522 0.53 94,000 94,000 053 522 0.62%
Developer's Fees 14.78% 12.29% 10,478 10.60 1,886,000 1,886,000 10.60 10,478 12.42%
Interim Financing 1.94% 1,656 1.67 298,000 298,000 167 1,656 1.96%
Reserves 0.82% 703 0.71 126,476 110,000 0.62 611 0.72%
TOTAL COST 100.00% $85,248 $86.25 $15,344,661 $15,179,440 $85.32 $84,330 100.00%
Construction Cost Recap 78.74% $67,120 $67.91 $12,081,648 $11,908,440 $66.93 $66,158 78.45%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage 22.16% $18,889 $19.11 $3,400,000 $3,400,000 $3,400,000 Developer Fee Available
Housing Finance Corp 0.00% $0 $0.00 0 30,000 0 $1,886,000
Franklin Building Materials 1.98% $1,687 $1.71 303,600 303,600 303,600
City of El Paso Fee Waiver 0.80% $680 $0.69 122,400 122,400 122,400 % of Dev. Fee Deferred
HTC Syndication Proceeds 72.73% $62,000 $62.73 11,160,000 11,160,000 11,158,884 9%
Deferred Developer Fees 1.07% $908 $0.92 163,440 163,440 170,092
Additional (Excess) Funds Req'd 1.27% $1,085 $1.10 195,221 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $15,344,661 $15,179,440 $15,154,976 $1,356,495
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

DIRECT CONSTRUCTION COST ESTIMATE

Paseo Palms, El Paso, 9% HTC #07108

Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Townhome Basis
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $3,400,000 Amort 360
Base Cost $66.38 $11,809,642 Int Rate 7.50% DCR 1.19
Adjustments
Exterior Wall Finish 0.10% $0.07 $11,810 Secondary Amort
Elderly 0.00% 0.00 0 Int Rate Subtotal DCR 1.19
9-Ft. Ceilings 0.00% 0.00 0
Roofing 0.00 0 Additional Amort
Subfloor (1.85) (329,137) Int Rate Aggregate DCR 1.19
Floor Cover 3.08 547,969
Breezeways/Balconies $21.65 9,560 1.16 206,974 RECOMMENDED FINANCING STRUCTURE APPLICANT'S NC
Plumbing Fixtures $965 (108) (0.59) (104,220)
Rough-ins $425 0 0.00 0 Primary Debt Service $285,280
Built-In Appliances $2,425 180 2.45 436,500 Secondary Debt Service 0
Exterior Stairs $1,650 0 0.00 0 Additional Debt Service 0
Enclosed Corridors $56.46 0 0.00 0 NET CASH FLOW $58,724
Heating/Cooling 2.82 501,712
Garages/Carports 0.00 0 Primary $3,400,000 Amort 360
Comm &/or Aux Bldgs $67.23 3,013 1.14 202,564 Int Rate 7.50% DCR 121
Other: fire sprinkler $1.95 0 0.00 0
SUBTOTAL 74.67 13,283,813 Secondary $0 Amort 0
Current Cost Multiplier 0.98 (1.49) (265,676) Int Rate 0.00% Subtotal DCR 1.21
Local Multiplier 0.88 (8.96) (1,594,058)
TOTAL DIRECT CONSTRUCTION COSTS $64.21 $11,424,079 Additional $0 Amort 0
Plans, specs, survy, bld prm{  3.90% ($2.50) ($445,539) Int Rate 0.00% Aggregate DCR 121
Interim Construction Interest| ~ 3.38% (2.17) (385,563)
Contractor's OH & Profit 11.50% (7.38) (1,313,769)
NET DIRECT CONSTRUCTION COSTS $52.16 $9,279,208
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)
INCOME __at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $958,944 $987,712 $1,017,344 $1,047,864 $1,079,300 $1,251,204 $1,450,489 $1,681,514 $2,259,814
Secondary Income 21,600 22,248 22,915 23,603 24,311 28,183 32,672 37,876 50,902
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 980,544 1,009,960 1,040,259 1,071,467 1,103,611 1,279,388 1,483,161 1,719,390 2,310,716
Vacancy & Collection Loss (73,541) (75,747) (78,019) (80,360) (82,771) (95,954) (111,237) (128,954) (173,304)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $907,003 $934,213 $962,240 $991,107 $1,020,840 $1,183,433 $1,371,924 $1,590,436 $2,137,412
EXPENSES at 4.00%
General & Administrative $64,000 $66,560 $69,222 $71,991 $74,871 $91,092 $110,827 $134,838 $199,594
Management 45,000 46,350 47,741 49,173 50,648 58,715 68,067 78,908 106,045
Payroll & Payroll Tax 136,000 141,440 147,098 152,982 159,101 193,570 235,508 286,531 424,137
Repairs & Maintenance 53,000 55,120 57,325 59,618 62,003 75,436 91,779 111,663 165,289
Utilities 38,000 39,520 41,101 42,745 44,455 54,086 65,804 80,060 118,509
Water, Sewer & Trash 40,000 41,600 43,264 44,995 46,794 56,932 69,267 84,274 124,746
Insurance 38,000 39,520 41,101 42,745 44,455 54,086 65,804 80,060 118,509
Property Tax 95,000 98,800 102,752 106,862 111,137 135,215 164,509 200,151 296,272
Reserve for Replacements 45,000 46,800 48,672 50,619 52,644 64,049 77,925 94,808 140,339
Other 9,000 9,360 9,734 10,124 10,529 12,810 15,585 18,962 28,068
TOTAL EXPENSES $563,000 $585,070 $608,009 $631,852 $656,635 $795,990 $965,075 $1,170,256 $1,721,507
NET OPERATING INCOME $344,003 $349,143 $354,230 $359,255 $364,205 $387,443 $406,849 $420,180 $415,906
DEBT SERVICE
First Lien Financing $285,280 $285,280 $285,280 $285,280 $285,280 $285,280 $285,280 $285,280 $285,280
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $58,724 $63,864 $68,951 $73,975 $78,926 $102,164 $121,569 $134,900 $130,626
DEBT COVERAGE RATIO 121 1.22 1.24 1.26 1.28 1.36 1.43 1.47 1.46
20f2

07108 Paseo Palms.xls,
printed: 5/29/2007




HTC ALLOCATION ANALYSIS -Paseo Palms, El Paso, 9% HTC #07108

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $500,000 $475,536
Purchase of buildings
Off-Site Improvements
Sitework $1,340,000 $1,340,000 $1,340,000 $1,340,000
Construction Hard Costs $9,106,000 $9,279,208 $9,106,000 $9,279,208
Contractor Fees $1,462,440 $1,462,440 $1,462,440 $1,462,440
Contingencies
Eligible Indirect Fees $383,000 $383,000 $383,000 $383,000
Eligible Financing Fees $298,000 $298,000 $298,000 $298,000
All Ineligible Costs $94,000 $94,000
Developer Fees
Developer Fees $1,886,000 $1,886,000 $1,886,000 | $1,886,000
Development Reserves $110,000 $126,476
TOTAL DEVELOPMENT COSTS $15,179,440 $15,344,661 $14,475,440 $14,648,648
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $14,475,440 $14,648,648
High Cost Area Adjustment 100% 100%
TOTAL ADJUSTED BASIS $14,475,440 $14,648,648
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $14,475,440 $14,648,648
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $1,237,650 $1,252,459
Syndication Proceeds 0.9299 $11,508,995 $11,646,708
Total Tax Credits (Eligible Basis Method) $1,237,650 $1,252,459
Syndication Proceeds $11,508,995 $11,646,708
Requested Tax Creditsl $1,200,000 I
Syndication Proceeds $11,158,884
Gap of Syndication Proceeds Needed $11,353,440
Total Tax Credits (Gap Method) $1,220,922
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Project ID# 07108
LIHTC 9%lv/

L] No Previous Partici pation in Texas

Applicant Evaluation ||

Name: Paseo Palms

LIHTC 4%/ | HOME [ BOND [ ] HTF []

National Previous Participation Certification Received: N/A

Noncompliance Reported on National Previous Participation Certification:

City: El Paso

SECO [] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

DNo
[ ] No

L ves

[]Yes

Total # of Projects monitored: 11
Projects zerotonine: 11
grouped
by score

tentonineteen: 0
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Karen Curtice

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/31/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 6 /1 /2007

Portfolio Management and Compliance

Projectsin Material Noncompliance
Yes [ ] No
# monitored with ascore lessthan thirty: 11
# not yet monitored or pending review: 3
Single Audit

Not applicable

Review pending

No unresolved issues

OO0 K

Issues found regarding late cert
Issues found regarding late audit [ |

Unresolved issues found that L]
warrant disqualification
(Comments attached)

HOME

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Sandy M. Garcia
Date 5 /30/2007

Office of Colonia Initiatives

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Maria Cazares
Date 5/30/2007

Date

o

# in noncompliance:

Projects not reported  Yes
in application No

= LRI

# of projects not reported

Portfolio Analysis
Not applicable
No unresolved issues
Not current on set-ups
Not current on draws

OO0 R

Not current on match

5/31/2007

Real Estate Analysis
(Workout)
Not applicable
Review pending
No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer D. Burrell
Date 5 /30/2007

Financial Administration

No delinquencies found
Delinquencies found L]

Reviewer Melissa M. Whitehead
Date 6 /4 /2007




ff'f;‘; ":‘"I-, MULTIFAMILY FINANCE DIVISION
i b ": July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Elrod Place, TDHCA Number 07109
BASIC DEVELOPMENT INFORMATION
Site Address: W side of Approx. 3700 Blk Elrod Development #: 07109
City: Katy Region: 6 Population Served: Intg
County: Harris Zip Code: 77449 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Elrod Place, Ltd.
Owner Contact and Phone: Barry Kahn (713) 871-0063
Developer: HK/Elrod Development, Ltd.
Housing General Contractor: Hettig Construction Corp.
Architect: JRM Architects, Inc.
Market Analyst: O' Conner & Associates
Syndicator: Hudson Housing Capital, LLC
Supportive Services: Child & Adult Development Center of Houston, Inc.
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 123
13 0 0 110 Market Rate Units: 3
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 1
0 26 24 0 77 0 Total Development Units: 127
Type of Building: Total Development Cost*: $0
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,200,000 $0
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).

7/23/2007 12:33 PM




Py MULTIFAMILY FINANCE DIVISION

= July 30, 2007

3 Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Elrod Place, TDHCA Number 07109

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Janek, District 17, O Points: 0 US Representative: McCaul, District 10, NC
TX Representative: Callegari, District 132, O Points: -7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]

O, Leonard E. Merrell, Ed. D., Superintendent, Katy ISD

O, Rick Lawler, Board Member, Harris County Emergency
Services District #48

Individuals and Businesses In Support: 6 In Opposition 277
Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 7

Child and Adult Development Center of Houston, Inc. SorO: S
Families Under Urban & Social Attack SorO: S
Credit Services Unlimited Sor0O: S
Volunteers of America, Texas SorO: S
Greater Houston Builders Association SorO: S
Sheltering Arms Senior Services SorO: S

General Summary of Comment:

The only support received was from six civic organizations that agreed that this development integrates single family
homes with elderly units, a concept our society needs and wants more of.

Broad opposition was received from non-officials and from elected officials. The primary reasons cited for opposition to
the development are: the development will pose a financial burden on the school district and local tax base; the
development will lower the property values in our neighborhoods, increase crime in the community, and create an
additional burden on the already overloaded fire and emergency services; information presented to the community by
a representative of the applicant in three separate meetings was different than, or incomplete when compared to, the
application; the role of the Harris County Housing Authority was not disclosed to the public; the right of first refusal
provision was not disclosed to the public; the development site may have negative site features such as chlorine gas
and close proximity to power lines; the area in which the development will be located already has a high concentration
of low income individuals; and the Applicant represented in the application that the development is located in a MUD
that it is not actually located in.

CONDITIONS OF COMMITMENT

7/23/2007 12:33 PM
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n k. i July 30, 2007

- el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Elrod Place, TDHCA Number 07109

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:169 [ ] Meeting a Required Set-Aside Credit Amount*: $0
Recommendation: Not Recommended: Does not have a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 12:33 PM




- L MULTIFAMILY FINANCE DIVISION

e L July 30, 2007

3 Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Poteet Housing Authority Farm Labor, TDHCA Number 07110

BASIC DEVELOPMENT INFORMATION
Site Address: Ave. N at 4th St. Development #:

City: Poteet Region: 9 Population Served:

County: Atascosa Zip Code: 78065 Allocation:
HTC Set Asides: [J At-Risk [ Nonprofit ™ USDA L) Rural Rescue  HTC Housing Activity*:

HOME Set Asides: L] CHDO [ preservation [ General Acquisition:

*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC

07110
Family
Rural
RH

OWNER AND DEVELOPMENT TEAM
Owner: Poteet HA Farm Labor, Ltd.

Owner Contact and Phone: Gary M. Driggers (210) 684-0679

Developer: Legacy Renewal, Inc.
Housing General Contractor: Hoover Construction, Inc
Architect: ADA, Inc.

Market Analyst: N/A

Syndicator: WNC & Associates
Supportive Services: Poteet Housing Authority

Consultant: N/A

UNIT/BUILDING INFORMATION

Unit Breakdown: 30% 40% 50% 60% Total Restricted Units:
3 0 0 27 Market Rate Units:
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units:
0 5 17 4 4 0 Total Development Units:
Type of Building: Total Development Cost*:

L] Triplex [ ] Detached Residence HOME High Total Units:
Fourplex [ Single Room Occupancy HOME Low Total Units:
[ ] Townhome L] Transitional

*Note: If Development Cost = $0, an Underwriting Report has not been completed.

30

0

0

30
$1,535,753
8

0

0

FUNDING INFORMATION
Applicant Department

Request Analysis* Amort  Term

Competitive Housing Tax Credit Amount: $121,601 $87,371
HOME Activity Fund Amount: $0 $0 0

HOME CHDO Operating Grant Amount: $0 $0

Rate

0.00%

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).

7/23/2007 12:41 PM




P MULTIFAMILY FINANCE DIVISION
ey R o July 30, 2007

Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Poteet Housing Authority Farm Labor, TDHCA Number 07110

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment

State and Federal Officials with Jurisdiction:

TX Senator: Zaffirini, District 21, S Points: 7 US Representative: Cuellar, District 28, NC
TX Representative: Gonzalez Toureilles, District 35, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: S, Diana J. Bautista, County Judge Resolution of Support from Local Government [ ]

Individuals and Businesses In Support: 3 In Opposition 0
Quantifiable Community Participation Input:

Poteet Housing Authority Farm Labor Resident Council, Jesse Robles Letter Score: 12 SorO: S

Will be able to make needed improvements to property such as new flooring, installation of central heat and
air, new cabinetry, etc.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:
Support received from elected officials, some non-officials and an unqualified neighborhood organization.
CONDITIONS OF COMMITMENT

Receipt, review, and acceptance, by the 10% test, of USDA-RD's approval of the development plan, including a feasible financing structure with
the proposed loan from the Housing Authority, the rental assisted contract rents, the rehabilitation scope and budget, and the transfer price.

Receipt, review, and acceptance of USDA-RD's acceptance of the appraisal provided or a new appraisal performed in accordance with
Department guidelines that supports the proper determination of eligible building basis.

Receipt, review, and acceptance, by carryover, of a legal opinion or letter from the county appraisal district and back up documentation indicating
that the development will qualify for a property tax exemption.

Receipt, review, and acceptance, by carryover, of a revised survey with the railroad ROW and site acreage clearly indicated and a letter from the
surveyor or title attorney indicating that the said ROW will not have an adverse impact on the subject property.

Should the terms and rates of the proposed debt or syndication change or should the Board reinstate the Applicant's acquisition price and accept
the Applicant's appraisal, the transaction should be reevaluated and an adjustment to the credit allocation amount may be warranted.

7/23/2007 12:41 PM
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e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Poteet Housing Authority Farm Labor, TDHCA Number 07110

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: [ ] Score: 186 Meeting a Required Set-Aside Credit Amount*: $87,371
Recommendation: Competitive in USDA Allocation.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 12:41 PM




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

REPORT DATE: 07/20/07 PROGRAM: 9% HTC FILE NUMBER: 07110

DEVELOPMENT

Poteet Housing Authority Farm Labor

Location: Corner of Avenue N and 4th Street Region: 9

City: Poteet County: Atascosa Zip: 78065 |:| QCT |:| DDA

Key Attributes: Multifamily, Family, Rural, Acquisition/Rehab., USDA

ALLOCATION
REQUEST* REVISED RECOMMENDATION
TDHCA Program Amount Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $121,601 $87,371
*The original recommendation was $79,605.
CONDITIONS

1 Receipt, review, and acceptance, by the 10% test, of USDA-RD's approval of the development plan,
including a feasible financing structure with the proposed loan from the Housing Authority, the rental
assisted contract rents, the rehabilitation scope and budget, and the transfer price.

2 Receipt, review, and acceptance of USDA-RD's acceptance of the appraisal provided or a new
appraisal performed in accordance with Department guidelines and that supports the proper
determination of eligible building basis.

3 Receipt, review, and acceptance, by carryover, of a legal opinion or letter from the county appraisal
district and back up documentation indicating that the development will qualify for a property tax
exemption.

4 Receipt, review, and acceptance, by carryover, of a revised survey with the railroad ROW and site
acreage clearly indicated and a letter from the surveyor or title attorney indicating that the said ROW
will not have an adverse impact on the subject property.

5 Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 3
60% of AMI 60% of AMI 27
lof3
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PROS CONS

d The development plan calls for the continuation d The Applicant has not justified the overstated
of the USDA rental subsidy to potentially help transfer price which would significantly inflate
serve the lowest income levels in the the tax credit amount. USDA has indicated that
community. they too would have an issue with transfer

amount that was more than twice the
outstanding debt.

d This application represents an opportunity to d Based on the information provided, the property
revitalize a 28 year old Housing Authority owned has been operating in a very inefficient manner
property. compared to other tax credit properties of

similar size across the State.

d The original scope of work was revised
significantly in response to loss of the 30% boost
indicating needed improvements may have
been scaled back.

d The appraisal provided was not performed in
accordance with Department guidelines and
could not be relied upon in the analysis.

d The development has an expense to income
ratio over 65%, but this is mitigated by the
ongoing Rental Assistance subsidy.

ADDENDUM

This addendum report has been issued in response to the TDHCA Board's action at the Board meeting held
on July 12, 2007. Specifically, the Applicant appealed the original underwriting recommendation on the
basis that (1.) the Underwriter’s reduction in the acquisition cost was unnecessary and that the Applicant’s
acquisition cost was derived in line with Department guidelines, and (2.) the recommended credit amount,
below $100K, results in a reduction in the syndication rate from $0.90 per dollar of credit to $0.82 per dollar
of credit.

The TDHCA Board denied item number one of the Applicant's appeal regarding the acquisition price. The
Board approved the second appeal item regarding the syndication price. Information supporting the said
reduction in the syndication rate was not provided to staff until the TDHCA Board meeting on July 12, 2007;
therefore, such information was not considered in the original underwriting report or the appeal response.

The original HTC recommendation was derived based upon the development's gap in financing. While the
development's gap in funding has not changed, a reduction in the syndication rate associated with the
HTC allocation effectively reduces the syndication proceeds and increases the tax credit allocation
needed to fill the gap. Because the Board has approved the Applicant's appeal concerning the reduction
in the syndication rate, this addendum re-evaluates the development's gap in funding based on the new
syndication commitment provided. The following analysis includes discussion of only those portions of the
transaction that have been materially affected by syndication rate reduction and should be read in
conjunction with the original report.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 2 Date of Last Applicant Revision: 7/12/2007

Source: Stearns Bank Type: Interim Financing

Principal: $1,200,000 Interest Rate: 7.5% |:| Fixed Term: 18  months

Source: USDA 515 Type: Assumed Permanent Financing

Principal: $505,000 Interest Rate: 1.0% Fixed Amort: 600 months
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Source: Poteet Housing Authority Type: Interim to Permanent Financing

Principal: $400,000 Interest Rate: 7.80% Fixed Amort: 360  months
Source: Poteet Housing Authority Type: Grant

Principal: $400,000 Conditions: Can be structured as a loan.

Source: WNC & Associates, Inc. Type: Syndication

Revised Terms Accepted during Board Appeal:

Proceeds: $716,371 Syndication Rate: 82% Anticipated HTC: $ 87,371
Original Terms:

Proceeds: $1,094,516 Syndication Rate: 90% Anticipated HTC: $ 121,625
Comments:

As indicated above, the Applicant has submitted a new commitment based upon the reduction in the
tax credit recommendation below $100K. The commitment indicates, "Overall equity pricing in the
market since the original dated letter has dropped across the country. Additionally, this property is
under $1,000,000 in equity [or $100,000 annual HTC allocation] which is problematic for corporate
investors." The rate reduction from 90% to 82% reflects a significant drop and a price that is lower than
any other proposed syndication price for applications submitted in 2007.

Moreover, the revised syndication price is at the extreme low end of current market prices and any
increase in rate could reduce the final allocation of credits since there would be no deferred developer
fee to absorb excess syndication proceeds. Of note, the revised syndication commitment appears to
have anticipated the increase in the allocation that would result from the rate reduction.

CONCLUSIONS

Revised Recommended Financing Structure:
The Underwriter's total development cost estimate less the permanent loan of $505,000 and adjusted
loan from the Housing Authority of $314,382 indicates the need for $716,371 in gap funds. Based on the
submitted revised syndication terms, a tax credit allocation of $87,371 annually would be required to fill
this gap in financing. Of the three possible tax credit allocations, Applicant’s revised request ($121,601),
the revised gap-driven amount ($87,371), and eligible basis-derived estimate ($93,364), the gap derived
amount of $87,371 is recommended resulting in proceeds of $716,371 based on a revised syndication
rate of 82%. This amounts to $200K or 38% more funds than the total hard cost with contractor fees and
sitework included. Should additional information concerning the details of the transaction be sought,
the original underwriting report should be referenced.

Return on Equity:
This is a USDA-RD transaction, in which the Applicant is restricted by the loan agreement to a return of
no more than 8% per annum on the borrower’s original investment, with any excess cash flow going to
fund replacement reserves. USDA-RD will manage this return on equity restriction.

Underwriter: Date: July 20, 2007
Cameron Dorsey
Director of Real Estate Analysis: Date: July 20, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Poteet Housing Authority Farm Labor, Poteet, 9% HTC #07110 -- ADDENDUM

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 60% 5 1 1 646 $504 $440 $2,200 $0.68 $53.00 $38.00
TC 30% 3 2 1 747 $302 501 1,503 0.67 63.00 44.00
TC 60% 14 2 1 747 $604 501 7,014 0.67 63.00 44.00
TC 60% 4 3 1 987 $699 631 2,524 0.64 76.00 50.00
TC 60% 4 4 2 1,126 $780 688 2,752 0.61 87.00 50.00
TOTAL: 30 AVERAGE: 813 $533 $15,993 $0.66 $66.27 $44.60

INCOME Total Net Rentable Sq Ft: 24,381 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $191,916 $189,720 Atascosa 9
Secondary Income Per Unit Per Month: $5.00 1,800 1,440 $4.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $193,716 $191,160
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (14,529) (14,340) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $179,187 $176,820
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 8.40% $501 0.62 $15,044 $10,500 $0.43 $350 5.94%

Management 5.00% 299 0.37 8,959 10,000 0.41 333 5.66%

Payroll & Payroll Tax 14.67% 876 1.08 26,291 24,000 0.98 800 13.57%

Repairs & Maintenance 10.27% 614 0.75 18,407 15,000 0.62 500 8.48%

Utilities 9.37% 560 0.69 16,789 17,000 0.70 567 9.61%

Water, Sewer, & Trash 8.96% 535 0.66 16,056 18,000 0.74 600 10.18%

Property Insurance 3.95% 236 0.29 7,078 5,000 0.21 167 2.83%

Property Tax 2.9772 0.00% 0 0.00 0 0 0.00 0 0.00%

Reserve for Replacements 5.02% 300 0.37 9,000 9,000 0.37 300 5.09%

TDHCA Compliance Fees 0.67% 40 0.05 1,200 3,000 0.12 100 1.70%

Other: Supp. Serv., Cable 3.07% 183 0.23 5,500 5,500 0.23 183 3.11%

TOTAL EXPENSES 69.38% $4,144 $5.10 $124,324 $117,000 $4.80 $3,900 66.17%
NET OPERATING INC 30.62% $1,829 $2.25 $54,863 $59,820 $2.45 $1,994 33.83%
DEBT SERVICE
USDA 515 7.51% $449 $0.55 $13,459 $13,459 $0.55 $449 7.61%
Poteet Housing Auth-Loan 18.59% $1,111 $1.37 33,317 33,296 $1.37 $1,110 18.83%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 4.51% $270 $0.33 $8,088 $13,065 $0.54 $436 7.39%
AGGREGATE DEBT COVERAGE RATIO 1.17 1.28
RECOMMENDED DEBT COVERAGE RATIO 1.35
CONSTRUCTION COST

Descrigtion Eactor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 32.88% $16,833 $20.71 $505,000 $1,305,000 $53.53 $43,500 56.15%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 1.33% 679 0.84 20,372 27,000 111 900 1.16%
Direct Construction 26.92% 13,779 16.95 413,364 419,540 17.21 13,985 18.05%
Contingency 4.61% 1.30% 667 0.82 20,000 20,000 0.82 667 0.86%
Contractor's Fees 12.22% 3.45% 1,767 217 53,000 53,000 217 1,767 2.28%
Indirect Construction 7.10% 3,637 4.48 109,110 109,110 4.48 3,637 4.69%
Ineligible Costs 7.06% 3,617 4.45 108,500 108,500 4.45 3,617 4.67%
Developer's Fees 13.88% 10.74% 5,500 6.77 165,000 165,000 6.77 5,500 7.10%
Interim Financing 7.62% 3,900 4.80 117,000 117,000 4.80 3,900 5.03%
Reserves 1.59% 814 1.00 24,407 0 0.00 0 0.00%
TOTAL COST 100.00% $51,192 $62.99 $1,535,753 $2,324,150 $95.33 $77,472 100.00%
Construction Cost Recap 33.00% $16,891 $20.78 $506,736 $519,540 $21.31 $17,318 22.35%
SOURCES OF FUNDS RECOMMENDED
USDA 515 32.88% $16,833 $20.71 $505,000 $505,000 $505,000 Developer Fee Available
Poteet Housing Auth-Loan 26.05% $13,333 $16.41 400,000 385,678 314,382 $165,000
Poteet Housing Auth-Grant 0.00% $0 $0.00 0 338,847 0
HTC Syndication Proceeds 71.28% $36,488 $44.90 1,094,625 1,094,625 716,371 % of Dev. Fee Deferred
Deferred Developer Fees 0.00% $0 $0.00 0 0 0 0%
Additional (Excess) Funds Req'd -30.20% ($15,462) ($19.03) (463,872) 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $1,535,753 $2,324,150 $1,535,753 $245,059
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

Poteet Housing Authority Farm Labor, Poteet, 9% HTC #07110 -- ADDENDUM

PAYMENT COMPUTATION
Primary $505,000 Amort 600
Int Rate 1.01% DCR 4.08
Secondary $385,678 Amort 360
Int Rate 7.80% Subtotal DCR 117
Additional $1,094,625 Amort
Int Rate Aggregate DCR 1.17

RECOMMENDED FINANCING STRUCTURE:

Primary Debt Service $13,459
Secondary Debt Service 27,158
Additional Debt Service 0
NET CASH FLOW $14,246
Primary $505,000 Amort 600
Int Rate 1.01% DCR 4.08
Secondary $314,382 Amort 360
Int Rate 7.80% Subtotal DCR 1.35
Additional $1,094,625 Amort 0
Int Rate 0.00% Aggregate DCR 1.35
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $191,916 $197,673 $203,604 $209,712 $216,003 $250,407 $290,290 $336,526 $452,263
Secondary Income 1,800 1,854 1,910 1,967 2,026 2,349 2,723 3,156 4,242
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 193,716 199,527 205,513 211,679 218,029 252,755 293,013 339,682 456,504
Vacancy & Collection Loss (14,529) (14,965) (15,413) (15,876) (16,352) (18,957) (21,976) (25,476) (34,238)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME  $179,187 $184,563 $190,100 $195,803 $201,677 $233,799 $271,037 $314,206 $422,267
EXPENSES at 4.00%
General & Administrative $15,044 $15,646 $16,272 $16,923 $17,600 $21,413 $26,052 $31,696 $46,918
Management 8,959 9,228 9,505 9,790 10,084 11,690 13,552 15,710 21,113
Payroll & Payroll Tax 26,291 27,342 28,436 29,574 30,756 37,420 45,527 55,391 81,992
Repairs & Maintenance 18,407 19,143 19,909 20,705 21,534 26,199 31,875 38,781 57,405
Utilities 16,789 17,461 18,159 18,886 19,641 23,896 29,074 35,372 52,360
Water, Sewer & Trash 16,056 16,698 17,366 18,061 18,783 22,853 27,804 33,828 50,073
Insurance 7,078 7,361 7,655 7,962 8,280 10,074 12,256 14,912 22,073
Property Tax 0 0 0 0 0 0 0 0 0
Reserve for Replacements 9,000 9,360 9,734 10,124 10,529 12,810 15,585 18,962 28,068
Other 6,700 6,968 7,247 7,537 7,838 9,536 11,602 14,116 20,895
TOTAL EXPENSES $124,324 $129,208 $134,284 $139,560 $145,045 $175,890 $213,327 $258,767 $380,897
NET OPERATING INCOME $54,863 $55,355 $55,816 $56,243 $56,632 $57,908 $57,710 $55,439 $41,370
DEBT SERVICE
First Lien Financing $13,459 $13,459 $13,459 $13,459 $13,459 $13,459 $13,459 $13,459 $13,459
Second Lien 27,158 27,158 27,158 27,158 27,158 27,158 27,158 27,158 27,158
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $14,246 $14,739 $15,199 $15,626 $16,016 $17,292 $17,094 $14,822 $753
DEBT COVERAGE RATIO 1.35 1.36 1.37 1.38 1.39 1.43 1.42 1.36 1.02
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HTC ALLOCATION ANALYSIS -Poteet Housing Authority Farm Labor, Poteet, 9% HTC #07110 -- ADDENDUM

APPLICANT'S TDHCA APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL ACQUISITION ACQUISITION REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS

Acquisition Cost

Purchase of land | $90,000 $49,000

Purchase of buildings $1,215,000 $456,000 $1,215,000 | $456,000 |
Off-Site Improvements
Sitework $27,000 $20,372 $27,000 $20,372
Construction Hard Costs $419,540 $413,364 $419,540 $413,364
Contractor Fees $53,000 $53,000 $53,000 $53,000
Contingencies $20,000 $20,000 $20,000 $20,000
Eligible Indirect Fees $109,110 $109,110 $109,110 $109,110
Eligible Financing Fees $117,000 $117,000 $117,000 $117,000
All Ineligible Costs $108,500 $108,500
Developer Fees

Developer Fees $165,000 $165,000 $90,746 | | $74,254 | $165,000
Development Reserves $24,407
TOTAL DEVELOPMENT COSTS $2,324,150 $1,535,753 $1,305,746 | $456,000 | $819,904 | $897,846

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

Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)

TOTAL ELIGIBLE BASIS $1,305,746 $456,000 $819,904 $897,846
High Cost Area Adjustment 100% 100%
TOTAL ADJUSTED BASIS $1,305,746 $456,000 $819,904 $897,846
Applicable Fraction 100% 100% 100% 100%
TOTAL QUALIFIED BASIS $1,305,746 $456,000 $819,904 $897,846
Applicable Percentage 3.64% 3.64% 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $47,529 $16,598 $70,102 $76,766
Syndication Proceeds 0.8199 $389,700 $136,093 $574,778 $629,417
Total Tax Credits (Eligible Basis Method) $117,631 $93,364
Syndication Proceeds $964,477 $765,510

Requested Tax Credits $121,601

Syndication Proceeds $997,028
Gap of Syndication Proceeds Needed $1,504,768 $716,371
Total Tax Credits (Gap Method) $183,527 $87,371

Original Recommendation $79,605

Syndication Proceeds $652,696
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Real Estate Analysis Division
Underwriting Report

REPORT DATE: 06/22/07 PROGRAM: 9% HTC FILE NUMBER: 07110

DEVELOPMENT

Poteet Housing Authority Farm Labor

Location: Corner of Avenue N and 4th Street Region: 9

City: Poteet County: Atascosa Zip: 78065 |:| QCT |:| DDA

Key Attributes: Multifamily, Family, Rural, Acquisition/Rehab., USDA

ALLOCATION
REQUEST* RECOMMENDATION
TDHCA Program Amount Interest |Amort/Term| Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $121,601 $79,605

*The Applicant originally requested $287,596 but submitted a whole new economic/financing structure on 3/24/07 in order to
address the loss of the 30% boost.

CONDITIONS

1 Receipt, review, and acceptance, by the 10% test, of USDA-RD's approval of the development plan,
including a feasible financing structure with the proposed loan from the Housing Authority, the rental
assisted contract rents, the rehabilitation scope and budget, and the transfer price.

2 Receipt, review, and acceptance of USDA-RD's acceptance of the appraisal provided or a new
appraisal performed in accordance with Department guidelines that supports the proper determination
of eligible building basis.

3 Receipt, review, and acceptance, by carryover, of a legal opinion or letter from the county appraisal
district and back up documentation indicating that the development will qualify for a property tax
exemption.

4 Receipt, review, and acceptance, by carryover, of a revised survey with the railroad ROW and site
acreage clearly indicated and a letter from the surveyor or title attorney indicating that the said ROW
will not have an adverse impact on the subject property.

5 Should the terms and rates of the proposed debt or syndication change or should the Board reinstate
the Applicant's acquisition price and accept the Applicant's appraisal, the transaction should be re-
evaluated and an adjustment to the credit allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 3
60% of AMI 60% of AMI 27
1of12
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PROS

CONS

The development plan calls for the continuation
of the USDA rental subsidy to potentially help
serve the lowest income levels in the
community.

This application represents an opportunity to
revitalize a 28 year old Housing Authority owned

property.

The Applicant has not justified the overstated
transfer price which would significantly inflate
the tax credit amount. USDA has indicated that
they too would have an issue with transfer
amount that was more than twice the
outstanding debt.

Based on the information provided, the property
has been operating in a very inefficient manner
compared to other tax credit properties of
similar size across the State.

The original scope of work was revised
significantly in response to loss of the 30% boost
indicating needed improvements may have
been scaled back.

The appraisal provided was not performed in
accordance with Department guidelines and
could not be relied upon in the analysis.

The development has an expense to income
ratio over 65%, but this is mitigated by the
ongoing Rental Assistance subsidy.

PREVIOUS UNDERWRITING REPORTS

No previous reports.

This section intentionally left blank.
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DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

Foteet HA Farm Labor, Led.
A 1o he formed Texas Limited Partnership

[

[ General Partner &
Guarantor®

Fuoreel Public IBD
Foeiliiies Corp.
‘_.'1 %) b& fL':Il':I'!I'!IE'd PL[hliC—' ....................................
[ o
Facility Corporation per 99.99%
Chapter 203 of the Texas
| Local Government Code
iI A%
Poteet Housing Authority
Rebecca Leal
Principal | Executive Director
Rebecca Leal
Exccunve Dircctor
|
Principal 2
Grary M. Driggers
Wice President
Sponsor
CONTACT
Contact:  Gary M. Driggers Phone: (210) 684-0679 Fax: (210)521-7121
Email: gary.driggers@legacy-renewal.com
KEY PARTICIPANTS

Name Net Assets Liquidity? # of Complete Developments
HA of Poteet $1,192,710 $339,683 No Prior HTC Experience
Legacy Renewal, Inc. $328,832 $320,567 3
Gary M. Diggers Confidential | Confidential 3

1 Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

d The Applicant, property manager, and supportive services provider are related entities. These are

common relationships for HTC-funded developments.

d The selleris regarded as a related party. Moreover, as discussed below, the purchase contract was
revised after loss of the 30% boost to include a much higher price, and additional seller financing was
included to cover the inflated cost. The use of a higher acquisition price enables the proposed use of a

higher eligible building basis and ultimately a higher HTC allocation.
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PROPOSED SITE

SITE PLAN

e
/ Drainage Easement f
F

e T R —

Uility Exeam

BUILDING CONFIGURATION

Building Type | [ If v | v | v Total
Floors/Stories 1 1 1 1 1 1 Buildings
Number 1 1 1 3 1 1 8
BR/BA SF Units Total Units Total SF
1/1 646 4 1 5 3,230
2/1 47 3 2 4 17 12,699
3/1 987 4 4 3,948
4/2 1,126 4 4 4,504
Units per Building 4 4 2 4 4 4 30 24,381

Rehabilitation summary:
The 28 year old buildings are 97% occupied as of January 2007 and in good condition per the Capital
Needs Assessment. Most of the units will not require 100% access by the contractor or complete
evacuation by the tenants. In situations where this may be needed the contractor will work with the
Poteet Housing Authority to use vacant units available at their other properties. The repairs will consist of
overlaying new asphalt and seal coating the entire driveway, replacement or repair of all damaged
walkways and trash slabs, replacement of all windows, replacement of all door hardware, replacement
of all vinyl tile, painting of all of the units, replacement of all sink faucets, replacement of 25% of alll
cabinets, replacement of sinks and laminate countertops, and installation of 30 new heating and
cooling units, including new duct work, installation of a compressor, and updating the electrical to
accompany the additional HVAC units.
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The original plan included construction of a new community building; however, with removal of the QCT
designation, the Applicant cut costs by eliminating the new community building from the development
plan and cutting back significantly on the original proposed scope of work. The CNA provided was
submitted on March 30, 2007 which is subsequent to the revisions to the development plan. As a result,
staff cannot provide an evaluation of what components of the original development plan have been
scaled back. Moreover, and particularly of concern, it is unclear whether needed improvements have
been removed in the revised scope of work in response to loss of the 30% boost.

SITE ISSUES
Total Size: 10.861 acres Scattered site? Yes No
Flood Zone: X Within 100-yr floodplain? Yes No
Zoning: Multi-Family Needs to be re-zoned? Yes No |:| N/A
Comments:

The acreage of the subject may be decreased based on final survey. A rairoad easement and
drainage easement have caused the title company to question the total acreage. This is discussed in
more detail below in the Title section.

TDHCA SITE INSPECTION

Inspector: ORCA Staff Date:

Overall Assessment:
Acceptable |:| Poor

|:| Excellent
Surrounding Uses:

North: Vacant Land East: Vacant Land
South: Vacant Land West:

5/1/2007

|:| Questionable |:| Unacceptable

Commercial Building

HIGHLIGHTS of ENVIRONMENTAL REPORTS

A Phase | Environmental Site Assessment report was not included, as USDA financed projects are not
required to submit this report.

MARKET HIGHLIGHTS

A Market Study report was not included, as USDA financed projects are not required to submit this report.
An “As |s” appraisal dated February 6, 2007 prepared by Coastal Bend Real Estate Services.

Contact: Raulie Irwin
Number of Revisions: 0

Phone: (361) 645-2111 Fax:
Date of Last Applicant Revision: N/A

(361) 645-2118

Market Area:

Poteet is located on State Highway 16, approximately 25 miles south of San Antonio. The general
neighborhood is the City of Poteet, Texas. (p. 19)

07110 Poteet Housing Authority Farm Labor.xls,
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INCOME LIMITS
Atascosa
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $9,400 $10,750 $12,100 $13,450 $14,550 $15,600
60 $18,840 $21,480 $24,180 $26,880 $29,040 $31,200
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RENT ANALYSIS (Tenant-Paid Net Rents)
. Program Underwriting Savings Over
0,
Unit Type (% AMI) Proposed Rent Maximum Market Rent Rent Market
1BR  646SF  (60%) $451 $451 Not Provided $440 N/A
2BR  747SF  (30%) $239 $239 Not Provided $501 N/A
2BR  747SF  (60%) $541 $541 Not Provided $501 N/A
3BR 987 SF (60%) $623 $623 Not Provided $631 N/A
4BR 1126 SF  (60%) $693 $693 Not Provided $688 N/A
Comments:

The subject development is currently 100% occupied and it is likely the existing tenants will choose to
remain at the property. Therefore, an inclusive capture rate calculation is not a meaningful tool for
determining the feasibility of the subject development.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant’s projected rents collected per unit were calculated by subtracting tenant-paid utility
allowances as of November 2006 from the 2007 program gross rent limits. The Underwriter's rents are
equal to the current USDA-RD net contract rents effective November 1, 2006. The property receives
rental assistance to achieve the contract rents for all the units. The Applicant has not indicated that an
increase in the rents will be requested and the appraisal does not provide comparable rents within the
market. As such, the Underwriter cannot speculate about what rent increases may be reasonable or
achievable.

Based on information in the application, USDA-RD approved a 3% to 4% rent increase as recently as
November of 2006, which indicates that USDA-RD's approval of yet another increase may be unlikely.
Despite the difference in rents, the Applicant's estimate of effective gross income is within 5% of the
Underwriter's estimate. Tenants will be required to pay for electric service.

Expense: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant’s total annual operating expense projection at $3,900 per unit is not within 5% of the
Underwriter’s estimate of $4,144, derived from the TDHCA database and actual operating history of the
development. In addition, the following line items in the Applicant’s budget deviate significantly from
the Underwriter's estimates: general and administrative ($5K or 30% lower); compliance fees ($2K or
150% higher). The Applicant's total expense estimates appear to be on the high end of reasonable
expense levels, particularly considering the property's assumed 100% tax exempt status. However, the
2006 FYE expenses for the property provided indicate an even higher expense level. Based on the
information provided, the property appears to operate very inefficiently particularly with regard to
utilities including water, sewer and trash and may continue to do so, which is of concern to the
Underwriter.

The Applicant has indicated that the property will achieve a property tax exemption due to the Housing
Authority's ownership of the GP. However, staff's experience with such transactions suggests that this
alone is not sufficient to reasonably assume a 100% exemption. Typically a lease structure can be used
but no such structure was proposed by the applicant nor was any evidence of an agreement with the
local taxing authorities. Receipt, review, and acceptance of a legal opinion or letter from the county
appraisal district indicating that the development will qualify for a property tax exemption is a condition
of this report. Without the 100% exemption, basic rents would have to increase by at least 3% in order to
maintain minimum feasibility.
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Conclusion:
The Applicant’s total operating expense estimate and net operating income (NOI) estimate are each
not within 5% of the Underwriter’s estimates; therefore, the Underwriter’s Year One proforma will be used
to evaluate the development's debt capacity and debt coverage ratio. In both the Applicant’s and the
Underwriter’s income and expense estimates there is sufficient net operating income to service the
proposed first lien permanent mortgage and proposed loan from the Housing Authority, as adjusted.

Feasibility:
The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Underwriter’s base year effective gross income, expense and net operating income and adjusted loan
amount were utilized resulting in a debt coverage ratio that remains above 1.15 and continued positive
cash flow. The expense to income ratio is above 65% however this is mitigated by the rental assistance
that is available a the property.

ACQUISITION INFORMATION

APPRAISED VALUE
Provider: Coastal Bend Real Estate Services Date: 2/6/2007
Number of Revisions: 0 Date of Last Applicant Revision: N/A
Land Only: 10.1 acres $49,000 As of: 2/6/2007
Existing Buildings: (as-is) $831,000 As of: 2/6/2007
Favorable Financing: $375,000 As of: 2/6/2007
Total Development: (as-is) $1,255,000 As of: 2/6/2007

Comments:

The 2007 Real Estate Analysis Rules and Guidelines § 1.34(d)(9) state, "It is mandatory for all three
approaches, Cost Approach, Sales Comparison Approach and Income Approach, are considered in
valuing the property." The appraisal submitted relies solely on the income and cost approaches to
contemplate the "as-is as-restricted" value of the property. This value is exceedingly important
particularly for identity of interest acquisition/rehabilitation applications. In such applications, the "as-is
as-restricted" value establishes both the ceiling for the related party transfer and basis for determining
the eligible building basis. While the Appraisal includes a copy of the Department's appraisal guidelines,
the Appraiser failed to comply with these guidelines. Due to this and additional reasons clarified below,
the Underwriter has not relied upon the provided appraisal for the underwriting analysis.

The Appraiser notes, "Due to the lack of comparable sales data, the Sales Comparison Approach will
not be used in determining the "AS IS" value of the subject property" (p. 33). However, it is routine for an
appraiser to rely on sales that occur outside of the immediate market in cases where there are an
absence of comparable sales in the immediate area. While it is true that few USDA-RD 515 sales have
occurred, staff is aware of a few transfers due to foreclosures and outright sales from other parts of the
state that could have been used for comparison purposes.

Due to the Appraiser's primary reliance on the Income Approach to derive the development's value
and a discounted cashflow analysis to derive the value of USDA-RD's continued subsidy payments, the
Underwriter has taken a close look at the appraisal. The Appraiser did not include any analysis of the
appropriate market rent, but instead used the existing contract rents at face value. This lack of
justification for the current rents is a flaw in the study but also makes the analysis of the potential to
increase rents impossible to complete.
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The Appraiser used annual operating expenses of $67,133 or $2,238 per unit including property taxes,
which results in an NOI of $105,591. However, based on the 2006 FYE financial statement provided to the
Department, the property's 2006 expenses were approximately $5,011 per unit, which resulted in an
actual NOI of $31,367. Moreover, based on the underwriting analysis, the Underwriter estimates that the
property will operate at an expense level of $4,144 per unit which results in an NOI of $54,863. Based on
the information available, the Appraiser's value is based upon expenses that are below any reasonably
expected level for USDA-RD properties in Texas. Moreover, it is highly unlikely that USDA-RD would
continue to subsidize the property at the current level if the appraisal's assumed expense level could be
achieved. As such, the appraised value is based on an over-subsidy of the property.

As stated above, the underwriting analysis does not rely on the appraisal provided due to a failure to
generally comply with the Department's guidelines and the appraisal's use of extremely low expenses to
derive the value from the Income Approach. It is not known whether the appraisal will be accepted by
USDA -RD but if it is accepted it would technically meet the Department's requirement despite its limited
usefulness for the underwriting process. Therefore, receipt, review, and acceptance of USDA-RD's
acceptance of the appraisal provided or a new appraisal performed in accordance with Department
guidelines and that supports the proper determination of eligible building basis is a condition of this
report.

ASSESSED VALUE
Land Only: 10.867 acres $0 Tax Year: 2006
Existing Buildings: $0 Valuation by: Atascosa CAD
Total Assessed Value: Currently Tax Exempt Tax Rate: 2.9772

EVIDENCE of PROPERTY CONTROL

Type: Commercial Contract - Improved Property & Amendment Acreage: 10.067

Contract Expiration: 3/1/2008 Valid Through Board Date? Yes |:| No

Acquisition Cost: $1,255,000 Other: Amendment to contract dated 3/23/2007

Seller:  Poteet Housing Authority Related to Development Team? Yes |:| No
TITLE

Comments:

[tem "p" in Schedule B of the title commitment indicates that a portion of the subject property lies within
an abandoned railroad right-of-way, of which there appears to be no record title into the Housing
Authority of the City of Poteet. The said right-of-way does not appear to be indicated on the provided
survey. Therefore, receipt, review, and acceptance of a revised survey with the railroad ROW and site
acreage clearly indicated and a letter from the surveyor indicating that the said ROW will not have an
adverse impact on the subject property is a condition of this report.

This section intentionally left blank.
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CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 1 Date of Last Applicant Revision: 3/24/2007

Acquisition Value:

The original application included a Contract for the purchase of the property that indicates a purchase
price of $850,000. However, subsequent to submission of the application, the Applicant was informed
that the development was not eligible for the 30% boost in eligible basis and was asked to revise the
appropriate documentation in the application. Included in the Applicant's response was an
Amendment to Contract that increased the purchase price from $850,000 to $1,255,000. To fund this
increase and the loss of the 130% boost in credits, the Applicant has provided commitment for a
$400,000 grant and a $400,000 loan from the Housing Authority which is the current owner of the
property and proposed owner of the GP. this further calls into question the appropriateness of the
transfer price.

The revised purchase price is effectively the existing USDA-RD 515 loan balance plus these sources of
seller funds ($505,000 + $400,000 + $400,000 = $1,255,000). Based on the information available to staff, it
appears that the purchase price has been inflated in order to recover eligible basis resulting from a loss
of the boost and the inflated transfer price is being bolstered by the related seller's funds that are
effectively recycled through the transaction to fill the increase in gap as a result of the higher transfer
price. The higher transfer price of $1,255,000 does not appear to be the market value of the property.

The Applicant claimed eligible building basis using a building value of $1,215,000 which is 97% of the
contract price of $1,255,000. The appraisal concluded the “as-is” market value of the land to be $49,000
or 6% of the appraised value of the land and buildings of $880,000 (excludes favorable financing value).
However, as discussed above, the appraisal was not performed in accordance with Department
guidelines, it is based on data that is not supported by the actual operations of the property, and it is
based on an over-subsidy of the property. Discussions with USDA staff suggest that USDA-RD is unlikely to
approve the Applicant's transfer price or the proposed additional debt.

Moreover, staff's experience with USDA-RD 515 transactions suggests that transfer prices are typically
equal to the remaining 515 loan balance plus (in some cases) exit taxes and cash to outgoing owners.
As such, the Underwriter has reduced to purchase price to the estimated USDA-RD 515 loan balance
that will remain outstanding at the time of transfer ($505,000). The Underwriter has determined the
eligible building basis as the existing debt less the appraised value of the land, which is $456,000. This
adjustment will result in a significant reduction in eligible basis.

As the appraisal district appears to have no assessment of the land and building values on record, the
Underwriter has no alternative method of determining the eligible building basis and relied upon the
loan balance less appraised value of the land despite the clear deficiencies in the appraisal. However,
as discussed above, this report has been conditioned upon USDA-RD's acceptance of the appraisal or
a new appraisal that is performed in accordance with Department guidelines and upon which a
recalculation of eligible building basis will be made.

If the appraisal were used to determine the eligible building basis, the Applicant has still grossly
overstated the building value by $384,000 due to the inclusion of the value of favorable financing
($345,000) as part of the building value.

Sitework Cost:

Since this is a proposed rehabilitation the associated sitework costs are minimal. The Applicant has
estimated sitework costs of $900 per unit, which is consistent with the estimate in the capital needs
assessment.
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Direct Construction Cost:

The Applicant’s revised direct construction cost estimate is $66.8K or 14% lower than the estimate
provided in the Property Condition Assessment (PCA). The underwriting analysis will reflect the PCA
value. The Applicant dramatically revised downward the scope of work and direct construction cost
estimate from $1,130,000 to $419,540 when the loss of the 30% boost was identified by staff. The
Applicant has indicated that the original plan included reconstruction of the community building;
however, it is unclear what other parts of the original scope of work have been scaled back because a
CNA was not provided until after the revised development cost schedule was submitted. Nevertheless,
the revised development cost schedule is generally consistent with the CNA submitted. It is of concern
for the Underwriter that the direct construction costs were reduced by over 60% or $24K per unit in
response to the loss of the 30% boost. This indicates that the plan may have been revised to fit
programmatic constraints rather than utilizing a program that appropriately fits the needs of the
development.

Contingency & Fees:
The Applicant’s contractor’s fees, contingencies, and developer fees are all within the maximums
allowed by TDHCA guidelines.

Conclusion:
The Underwriter’s cost schedule was derived from information presented in the Application materials
submitted by the Applicant and based on a thorough evaluation of the appraisal provided. Any
deviations from the Applicant’s estimates are due to program and underwriting guidelines. Therefore,
Underwriter’s development cost schedule will be used to determine the development’s need for
permanent funds and to calculate eligible basis. An eligible basis of $1,353,846 supports annual tax
credits of $93,364. This figure will be compared to the Applicant’s request and the tax credits calculated
based on the gap in need for permanent funds to determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 1 Date of Last Applicant Revision: 3/24/2007
Source: Stearns Bank Type: Interim Financing

Principal: $1,200,000 Interest Rate: 7.5% |:| Fixed Term: 18 months
Comments:

The commitment indicates a variable interest rate equal to 0.75% over the WSJ Prime Rate (the index) at
the time of closing; the floor rate is indicated above.

Source: USDA 515 Type: Assumed Permanent Financing
Principal: $505,000 Interest Rate: 1.0% Fixed Amort: 600 months
Comments:

The application indicates that the Applicant plans to transfer the existing USDA-RD 515 loan with the
same rates and terms. USDA-RD provided a letter indicating that the remaining principal on the loan as
of March 22, 2007 was $507,217. The transaction has been underwritten using the estimated future
balance at the time the property is transferred of $505,000. The development was refinanced with a
USDA-RD 515 loan in January of 1989. The refinanced note carries an interest rate of 9.5% with a subsidy
that reduces the effective rate to approximately 1% and a maturity date of February 1, 2039. The
original loan principal was $672,160 (October 18, 1979).

This section intentionally left blank.
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Source: Poteet Housing Authority Type: Interim to Permanent Financing

Principal: $400,000 Interest Rate: 7.80% Fixed Amort: 360 months

Comments:
The Applicant has provided a commitment from the Housing Authority to provide a $400,000 loan that
essentially constitutes seller financing of the inflated acquisition. The commitment identifies an interest
rate of 4%. When the approximate USDA loan balance at transfer ($505,000) is added to the funding
sources provided by the Housing Authority, the total amount is equal to the contract purchase price.
This is discussed in more detail in the construction cost section above. Of note, in order to ensure that
the gap remains large enough to maximize the tax credit allocation, the Applicant has indicated a
slightly lesser amount in the sources and uses of funds.

As indicated above, the Underwriter has reduced the transfer price to the existing USDA-RD loan
balance, which in turn eliminates the need for this source of funds. Staff's experience and
conversations with USDA-RD staff suggest that inclusion of an additional source of debt for the purpose
of shoring up an inflated sales price is unlikely to be approved. Despite this concern, the both the
Applicant's and Underwriter's operating proforma reflect that the development can support additional
debt. Given that the Housing Authority is willing to make a contribution and that the development may
have received points for local funding, the recommended financing structure for the local funds is
adjusted to $314,382, which results in a debt coverage ratio of 1.35. If the recommended financing
structure was based on the fully committed $400,000 loan, the gap in financing would decrease further,
thereby resulting in a reduction in recommended tax credit allocation.

Source: Poteet Housing Authority Type: Grant
Principal: $400,000 Conditions: Can be structured as a loan.
Comments:

The grant amount committed is shown above; however, the Applicant has indicated that only a portion
will be used. As stated above, the Underwriter is concerned that this source of funds is contributing to
the ability of the applicant overstate the transfer price. In addition, the Underwriter requested that the
Applicant provide documentation that this source of funds is not federally-sourced. The Applicant
responded that the grant is federally-sourced but could be converted to a loan if needed in order to
avoid the risk of losing eligibility for the 9% HTCs. Based upon the proforma analysis, converting this grant
to a loan at AFR would needlessly burden the property by to an amount that cannot be serviced based
on the proposed rent structure and operating proforma.

As indicated above, the Underwriter has reduced the transfer price to the existing USDA-RD loan
balance, which in turn eliminates the need for this source of funds. As such, the development is not at
risk of losing eligibility for 9% HTCs. This adjustment is reflected in the recommended financing structure.
Should these funds end up being contributed to the development, documentation from and attorney
and/or CPA explaining how these funds would not taint the developments ability to qualify for higher 9%
credits would be required.

Source: WNC & Associates, Inc. Type: Syndication
Proceeds: $1,094,516 Syndication Rate: 90% Anticipated HTC: $ 121,625
Comments:

The syndication price is at the low end of current market prices however any increase in rate could
reduce the final allocation of credits since there would be no deferred developer fee to absorb excess
syndication proceeds.
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CONCLUSIONS

Recommended Financing Structure:
The Underwriter's total development cost estimate less the permanent loan of $505,000 and adjusted
loan from the Housing Authority of $314,382 indicates the need for $716,371 in gap funds. Based on the
submitted syndication terms, a tax credit allocation of $79,605 annually would be required to fill this gap
in financing. Of the three possible tax credit allocations, Applicant’s revised request ($121,601), the gap-
driven amount ($79,605), and eligible basis-derived estimate ($93,364), the gap derived amount of
$79,605 is recommended resulting in proceeds of $716,371 based on a syndication rate of 90%. This
amounts to $200K or 38% more funds than the total hard cost with contractor fees and sitework
included.

There has been considerable movement in the development and financing plan for this development
during the application review process none of which has been vetted through USDA-RD. Therefore,
receipt, review, and acceptance, by the 10% test, of USDA-RD's approval of the development plan,
including a feasible financing structure with the proposed loan from the Housing Authority, the contract
rents, the rehabilitation scope and budget, and the transfer price, is a condition of this report.

It should be noted that the use of the grant funds committed by the Housing Authority, as discussed
above, could result in loss of eligibility for 9% tax credit due to the inclusion of Below-Market Federal
Funds. Therefore, this source of financing has not been included in the recommended financing
structure and due to the reduction of the acquisition cost, this source of funds may not be needed.
However, should the Board's actions result in reinstatement of the Applicant's transfer price, the
development would be characterized as infeasible due to the following issues:

d The federal subsidized grant would cause a loss of eligibility for 9% HTCs or a reduction of a like
amount from eligible basis resulting in a lack of sufficient funds to complete the rehabilitation
proposed.

d Restructuring the grant as an above AFR loan would significantly increase the development's annual
debt service. However, the development would not generate sufficient NOI to service the substantial
increase in debt.

As a result, should the Board reinstate the Applicant's acquisition price and accept the Applicant's
appraisal, the transaction should be fully reevaluated and alternative financing structures would be
anticipated.

Return on Equity:
This is a USDA-RD transaction, in which the Applicant is restricted by the loan agreement to a return of

no more than 8% per annum on the borrower’s original investment, with any excess cash flow going to
fund replacement reserves. USDA-RD will manage this return on equity restriction.

Underwriter: Date: June 22, 2007

Cameron Dorsey

Reviewing Underwriter: Date: June 22, 2007

Lisa Vecchietti

Director of Real Estate Analysis: Date: June 22, 2007

Tom Gouris

12 of 12
07110 Poteet Housing Authority Farm Labor.xls,
printed: 6/26/2007




MULTIFAMILY COMPARATIVE ANALYSIS

Poteet Housing Authority Farm Labor, Poteet, 9% HTC #07110

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 60% 5 1 1 646 $504 $440 $2,200 $0.68 $53.00 $38.00
TC 30% 3 2 1 747 $302 501 1,503 0.67 63.00 44.00
TC 60% 14 2 1 747 $604 501 7,014 0.67 63.00 44.00
TC 60% 4 3 1 987 $699 631 2,524 0.64 76.00 50.00
TC 60% 4 4 2 1,126 $780 688 2,752 0.61 87.00 50.00
TOTAL: 30 AVERAGE: 813 $533 $15,993 $0.66 $66.27 $44.60

INCOME Total Net Rentable Sq Ft: 24,381 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $191,916 $189,720 Atascosa 9
Secondary Income Per Unit Per Month: $5.00 1,800 1,440 $4.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $193,716 $191,160
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (14,529) (14,340) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $179,187 $176,820
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 8.40% $501 0.62 $15,044 $10,500 $0.43 $350 5.94%

Management 5.00% 299 0.37 8,959 10,000 0.41 333 5.66%

Payroll & Payroll Tax 14.67% 876 1.08 26,291 24,000 0.98 800 13.57%

Repairs & Maintenance 10.27% 614 0.75 18,407 15,000 0.62 500 8.48%

Utilities 9.37% 560 0.69 16,789 17,000 0.70 567 9.61%

Water, Sewer, & Trash 8.96% 535 0.66 16,056 18,000 0.74 600 10.18%

Property Insurance 3.95% 236 0.29 7,078 5,000 0.21 167 2.83%

Property Tax 2.9772 0.00% 0 0.00 0 0 0.00 0 0.00%

Reserve for Replacements 5.02% 300 0.37 9,000 9,000 0.37 300 5.09%

TDHCA Compliance Fees 0.67% 40 0.05 1,200 3,000 0.12 100 1.70%

Other: Supp. Serv., Cable 3.07% 183 0.23 5,500 5,500 0.23 183 3.11%

TOTAL EXPENSES 69.38% $4,144 $5.10 $124,324 $117,000 $4.80 $3,900 66.17%
NET OPERATING INC 30.62% $1,829 $2.25 $54,863 $59,820 $2.45 $1,994 33.83%
DEBT SERVICE
USDA 515 7.51% $449 $0.55 $13,459 $13,459 $0.55 $449 7.61%
Poteet Housing Auth-Loan 18.59% $1,111 $1.37 33,317 33,296 $1.37 $1,110 18.83%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 4.51% $270 $0.33 $8,088 $13,065 $0.54 $436 7.39%
AGGREGATE DEBT COVERAGE RATIO 1.17 1.28
RECOMMENDED DEBT COVERAGE RATIO 1.35
CONSTRUCTION COST

Descrigtion Eactor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 32.88% $16,833 $20.71 $505,000 $1,305,000 $53.53 $43,500 56.15%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 1.33% 679 0.84 20,372 27,000 111 900 1.16%
Direct Construction 26.92% 13,779 16.95 413,364 419,540 17.21 13,985 18.05%
Contingency 4.61% 1.30% 667 0.82 20,000 20,000 0.82 667 0.86%
Contractor's Fees 12.22% 3.45% 1,767 217 53,000 53,000 217 1,767 2.28%
Indirect Construction 7.10% 3,637 4.48 109,110 109,110 4.48 3,637 4.69%
Ineligible Costs 7.06% 3,617 4.45 108,500 108,500 4.45 3,617 4.67%
Developer's Fees 13.88% 10.74% 5,500 6.77 165,000 165,000 6.77 5,500 7.10%
Interim Financing 7.62% 3,900 4.80 117,000 117,000 4.80 3,900 5.03%
Reserves 1.59% 814 1.00 24,407 0 0.00 0 0.00%
TOTAL COST 100.00% $51,192 $62.99 $1,535,753 $2,324,150 $95.33 $77,472 100.00%
Construction Cost Recap 33.00% $16,891 $20.78 $506,736 $519,540 $21.31 $17,318 22.35%
SOURCES OF FUNDS RECOMMENDED
USDA 515 32.88% $16,833 $20.71 $505,000 $505,000 $505,000 Developer Fee Available
Poteet Housing Auth-Loan 26.05% $13,333 $16.41 400,000 385,678 314,382 $165,000
Poteet Housing Auth-Grant 0.00% $0 $0.00 0 338,847 0
HTC Syndication Proceeds 71.28% $36,488 $44.90 1,094,625 1,094,625 716,371 % of Dev. Fee Deferred
Deferred Developer Fees 0.00% $0 $0.00 0 0 0 0%
Additional (Excess) Funds Req'd -30.20% ($15,462) ($19.03) (463,872) 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $1,535,753 $2,324,150 $1,535,753 $245,059
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

Poteet Housing Authority Farm Labor, Poteet, 9% HTC #07110

PAYMENT COMPUTATION
Primary $505,000 Amort 600
Int Rate 1.01% DCR 4.08
Secondary $385,678 Amort 360
Int Rate 7.80% Subtotal DCR 117
Additional $1,094,625 Amort
Int Rate Aggregate DCR 1.17

RECOMMENDED FINANCING STRUCTURE:

Primary Debt Service $13,459
Secondary Debt Service 27,158
Additional Debt Service 0
NET CASH FLOW $14,246
Primary $505,000 Amort 600
Int Rate 1.01% DCR 4.08
Secondary $314,382 Amort 360
Int Rate 7.80% Subtotal DCR 1.35
Additional $1,094,625 Amort 0
Int Rate 0.00% Aggregate DCR 1.35
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $191,916 $197,673 $203,604 $209,712 $216,003 $250,407 $290,290 $336,526 $452,263
Secondary Income 1,800 1,854 1,910 1,967 2,026 2,349 2,723 3,156 4,242
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 193,716 199,527 205,513 211,679 218,029 252,755 293,013 339,682 456,504
Vacancy & Collection Loss (14,529) (14,965) (15,413) (15,876) (16,352) (18,957) (21,976) (25,476) (34,238)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME  $179,187 $184,563 $190,100 $195,803 $201,677 $233,799 $271,037 $314,206 $422,267
EXPENSES at 4.00%
General & Administrative $15,044 $15,646 $16,272 $16,923 $17,600 $21,413 $26,052 $31,696 $46,918
Management 8,959 9,228 9,505 9,790 10,084 11,690 13,552 15,710 21,113
Payroll & Payroll Tax 26,291 27,342 28,436 29,574 30,756 37,420 45,527 55,391 81,992
Repairs & Maintenance 18,407 19,143 19,909 20,705 21,534 26,199 31,875 38,781 57,405
Utilities 16,789 17,461 18,159 18,886 19,641 23,896 29,074 35,372 52,360
Water, Sewer & Trash 16,056 16,698 17,366 18,061 18,783 22,853 27,804 33,828 50,073
Insurance 7,078 7,361 7,655 7,962 8,280 10,074 12,256 14,912 22,073
Property Tax 0 0 0 0 0 0 0 0 0
Reserve for Replacements 9,000 9,360 9,734 10,124 10,529 12,810 15,585 18,962 28,068
Other 6,700 6,968 7,247 7,537 7,838 9,536 11,602 14,116 20,895
TOTAL EXPENSES $124,324 $129,208 $134,284 $139,560 $145,045 $175,890 $213,327 $258,767 $380,897
NET OPERATING INCOME $54,863 $55,355 $55,816 $56,243 $56,632 $57,908 $57,710 $55,439 $41,370
DEBT SERVICE
First Lien Financing $13,459 $13,459 $13,459 $13,459 $13,459 $13,459 $13,459 $13,459 $13,459
Second Lien 27,158 27,158 27,158 27,158 27,158 27,158 27,158 27,158 27,158
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $14,246 $14,739 $15,199 $15,626 $16,016 $17,292 $17,094 $14,822 $753
DEBT COVERAGE RATIO 1.35 1.36 1.37 1.38 1.39 1.43 1.42 1.36 1.02
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HTC ALLOCATION ANALYSIS -Poteet Housing Authority Farm Labor, Poteet, 9% HTC #07110

APPLICANT'S TDHCA APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL ACQUISITION ACQUISITION REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $90,000 $49,000
Purchase of buildings $1,215,000 $456,000 $1,215,000 | $456,000 |
Off-Site Improvements
Sitework $27,000 $20,372 $27,000 $20,372
Construction Hard Costs $419,540 $413,364 $419,540 $413,364
Contractor Fees $53,000 $53,000 $53,000 $53,000
Contingencies $20,000 $20,000 $20,000 $20,000
Eligible Indirect Fees $109,110 $109,110 $109,110 $109,110
Eligible Financing Fees $117,000 $117,000 $117,000 $117,000
All Ineligible Costs $108,500 $108,500
Developer Fees
Developer Fees $165,000 $165,000 $90,746 | | $74,254 | $165,000
Development Reserves $24,407
TOTAL DEVELOPMENT COSTS $2,324,150 $1,535,753 $1,305,746 | $456,000 | $819,904 | $897,846
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $1,305,746 $456,000 $819,904 $897,846
High Cost Area Adjustment 100% 100%
TOTAL ADJUSTED BASIS $1,305,746 $456,000 $819,904 $897,846
Applicable Fraction 100% 100% 100% 100%
TOTAL QUALIFIED BASIS $1,305,746 $456,000 $819,904 $897,846
Applicable Percentage 3.64% 3.64% 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $47,529 $16,598 $70,102 $76,766
Syndication Proceeds 0.8999 $427,720 $149,371 $630,854 $690,824
Total Tax Credits (Eligible Basis Method) $117,631 $93,364
Syndication Proceeds $1,058,573 $840,195
Requested Tax Credits $121,601
Syndication Proceeds $1,094,300
Gap of Syndication Proceeds Needed $1,504,768 $716,371
Total Tax Credits (Gap Method) $167,213
TCSheet Version Date 4/11/05tg Page 1 07110 Poteet Housing Authority Farm Labor.xls Print Date6/26/2007 1:09 PM
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Project ID# 07110

LIHTC 9% i) LIHTC 4% (.

t ] No Previous Participation in Texas

National Previous Participation Certification Received:

Noncompliance Reported on National Previous Participation Certification:

Applicanf'k"évalﬁléﬁaﬁh |

Name:

HOME [ |

Poteet HA Farm Labor

BOND [

HTF !

SECO |

ESGP[ Other( ]

| ] Members of the development team have been disbarred by HUD

YIN/A

" Yes £ No

i_| Yes L No

Portfolio Management and Compliance

Projects in Material Noncompliance

warrant disqualification
(Comments attached)

Reviewer EEF

L Date

5 /115/2007

warrant disqualification
(Comments attached)

Raul Gonzales
5/9 /2007

Reviewer
Date

' Total # of Projects monitored: 2 o # in noncompliance: 0
Yes [ | No |vi -
Projects Zero tonine: 2 - Projects not reported  Yes [
grouped ten to nineteen: 0 # monitored with a score less than thirty: 2 in application No Wi
by score twenty to twenty-nine: 0 # not yet monitored or pending review: # of projects not reported ]
Portfolio Monitoring Single Audit - Portfolio Analysis
Not applicable V] Not applicable v Not applicable Wi
Review pending 1 Review pending 0 No unresolved issues L]
Mo unrcsolved issues [] No unresolved issues Il Not current on set-ups L]
Unresotved issucs found i1 Issues found regarding late cert [ Not current on draws il
Unresolved issues found that [ ] Issues found regarding late audit [ Not current on match [
| . . .
wCarrant dlsquallfliczglon Unresolved issues found that :
{Comments attached) warrant disqualification
(Comments attached) :
Reviewedby  _Patricia Murphy Date Sf10/2007
Multifamily Finance Production HOME - Real Estate Analysis
(Workout)
Not applicable L Not applicable M Not applicable [
Review pending Ll Review pending n Review pending 0]
No unresolved issucs. Wi No untesolved issues L No unresolved issues vl
Unresolved issues found 0 Unresolved tssues found [ ] Unresolved issues found ]
Unresolved issues found that . [J Unresolved issues found that© [ Unresolved issues found that L
warrant disqualification warrant disqualification warrant disqualification
(Comments attached) (Comments attached) {Comments attached)
Reviewer Shannon Roth Reviewer M. Tynan . Reviewer D. Burrell o
Date 579 IZOQT Date " 5/9/2007 - Date 5 10/2007
Community Affairs Office of Colonia Initiatives Financial Administration
No relationship v Not applicable . 4 No delinquencies found v
Review pending [l Review pending L] Delinquencies found £l
No unresolved issues L No unresolved issues L
Unresolved issues found £ Unresolved issues found L]
Unresolved issues found that [ Unresolved issues found that o

Reviewer
Date

Melissa M V\f}lhilehead
6 /6 /2007




Project ID# 07111
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

National Previous Participation Certification Received:

Noncompliance Reported on National Previous Participation Certification:

Total # of Projectsmonitored: 2
Projects zerotonine. 2
grouped
by score

tentonineteen: O
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 5/23/2007

Applicant Evaluation ||

Name: Alaniz Circle

HOME [

City: Beeville

BOND [ ] HTF [] SECO [ ] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

N/A ' No

[ ] No

L ves

[]Yes

Portfolio Management and Compliance

Projectsin Material Noncompliance

#in noncompliance: 0
Yes [ ] No
Projectsnot reported  Yes [ ]
# monitored with ascore less than thirty: 2 in application No
# not yet monitored or pending review: 2 # of projects not reported 0
Single Audit Portfolio Analysis
Not applicable Not applicable
Review pending [] No unresolved issues L]
No unresolved issues L] Not current on set-ups L]
Issues found regarding late cert [ Not current on draws U]
Issues found regarding late audit [ ] Not current on match [
Unresolved issues found that L]
warrant disqualification
(Comments attached)
Date 5/21/2007
HOME Real Edtate Analysis
(Workout)
Not applicable Not applicable [
Review pending [] Review pending [
No unresolved issues [ No unresolved issues
Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that | Unresolved issues found that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer M. Tynan Reviewer D. Burrell
Date 5 /18/2007 Date 5 /21/2007

Office of Colonia Initiatives Financial Administration

No delinquencies found
Delinquencies found L]

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 5 /18/2007 Date

Reviewer Melissa M. Whitehead
6 /6 /2007




fj'f;‘?" ":‘"I-, MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Tl Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Washington Village Apartments, TDHCA Number 07114
BASIC DEVELOPMENT INFORMATION
Site Address: 600 Flood St. Development #: 07114
City: Wichita Falls Region: 2 Population Served: General
County: Wichita Zip Code: 76301 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Washington Village, Ltd.
Owner Contact and Phone: Rick J. Deyoe (512) 306-9206
Developer: Washington Village Development, LLC
Housing General Contractor: Safari Construction, Inc.
Architect: Northfield Design Associates
Market Analyst: O' Conner & Associates
Syndicator: PNC Multifamily Capital
Supportive Services: Texas Inter-Faith Management Company
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 96
10 0 0 86 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 24 40 32 0 0 Total Development Units: 96
Type of Building: Total Development Cost*: $0
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $877,338 $0
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant
Request (pending the Financial Feasibility Analysis).

7/23/2007 12:43 PM




Py MULTIFAMILY FINANCE DIVISION

el L W July 30, 2007

3 Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Washington Village Apartments, TDHCA Number 07114

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Estes, District 30, S Points: 7 US Representative: Thornberry, District 13, NC
TX Representative: Farabee, District 69, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: S, Lanham Lyne, Mayor Resolution of Support from Local Government [ ]

S, Woodrow W. "Woody" Gossom, Jr., County Judge S, Darron J. Leiker, City Manager

S, Dawson R. Orr, Ph. D., Superintendent, Wichita Falls S, Linda Ammons, City Council District One
ISD

Individuals and Businesses In Support: 12 In Opposition 6
Quantifiable Community Participation Input:

Booker T. Washington Alumni & Neighborhood Association, Steve Clay Letter Score: 24 SorO: S

This project will create safe affordable housing within the boundaries of the organization. This project will
upgrade a blighted area an help create a drug free environment and educational support services. This
project will aid in the preservation of the historical significance of this neighborhood. This project will create
jobs to the area during the construction and operational phases.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:

Broad support from elected officials and non-officials. Opposition from non-officials. Support from a qualified
neighborhood organization. The primary reasons cited for opposition to the project is the desire to preserve the school
building on the site.

CONDITIONS OF COMMITMENT

7/23/2007 12:43 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Washington Village Apartments, TDHCA Number 07114

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:195 [ ] Meeting a Required Set-Aside Credit Amount*: $0
Recommendation: Not Recommended: Does not have a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 12:43 PM




fff;;, .'}.}_ MULTIFAMILY FINANCE DIVISION
= - July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Heights Apartments, TDHCA Number 07115
BASIC DEVELOPMENT INFORMATION
Site Address: MLK St., 1 BIk E. of FM 700 Development #: 07115
City: Big Spring Region: 12 Population Served: General
County: Howard Zip Code: 79720 Allocation: Rural
HTC Set Asides: [J At-Risk [ Nonprofit ™ USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Big Spring Heights Apartments, L.P.
Owner Contact and Phone: Justin Zimmerman (417) 883-1632
Developer: Zimmerman Properties, LLC
Housing General Contractor: Zimmerman Properties Construction, LLC
Architect: Parker & Associates
Market Analyst: Apartment Market Data Research Services, Inc.
Syndicator: CharterMac Capital
Supportive Services: Texas Inter-Faith Housing Corporation
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 48
5 0 0 43 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 16 24 8 0 0 Total Development Units: 48
Type of Building: Total Development Cost*: $4,356,731
] Duplex 4 units or more per building Number of Residential Buildings: 3
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
| Townhome | Transitional
*Note:_If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $377,886 $377,886
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant
Request (pending the Financial Feasibility Analysis).

7/23/2007 12:44 PM




—a ¥ MULTIFAMILY FINANCE DIVISION
- July 30, 2007

Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Heights Apartments, TDHCA Number 07115

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Seliger, District 31, NC Points: 0 US Representative: Neugebauer, District 19, NC
TX Representative: Heflin, District 85, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]
Individuals and Businesses In Support: 2 In Opposition 0

Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 2
Big Springs Downtown Lions Club Sor0O: S

General Summary of Comment:
Support received from elected officials and a civic organization.
CONDITIONS OF COMMITMENT

Receipt, review, and acceptance by Commitment of evidence of the appropriate zoning change or a variance for the proposed development from
the City.

Receipt, review, and acceptance prior to start of construction of evidence that all Phase | ESA recommendations have been carried out.

Receipt, review, and acceptance by carryover of documentation of approval by USDA of the proposed section 538 loan and interest rate subsidy.

Should the terms or amounts of the proposed debt or equity change, the transaction should be reevaluated and an adjustment to the credit amount
may be warranted.

Receipt of a commitment of funding from Great Southern Bank in the amount of $95,000, or a commitment from a qualifying substitute source(s) in
an amount not less than $87,135, as required by §49.9(i)(25) of the 2007 QAP. The provider of funds must attest to the fact that they are not the
Applicant, the Developer, Consultant, Related Party or any individual or entity acting on behalf of the proposed Application and attest that none of
the funds committed were first provided to the entity by the Applicant, the Developer, Consultant, Related Party or any individual or entity acting on
behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision. If the terms or amount of funding are different than
those of the source for which points were awarded, the Application may be reevaluated for financial feasibility.

7/23/2007 12:44 PM
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e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Heights Apartments, TDHCA Number 07115

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score: 129 Meeting a Required Set-Aside Credit Amount*: $377,886
Recommendation: Competitive in USDA Allocation, and has a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 12:44 PM




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

REPORT DATE: 06/09/07 PROGRAM: 9% HTC FILE NUMBER: 07115

DEVELOPMENT

Heights Apartments Phase ||

Location: MLK Street one-block east of FM-700 Region: 12

City: Big Spring County: Howard Zip: 79720 QCT |:| DDA

Key Attributes: Multifamily, Family, Rural, USDA, New Construction

ALLOCATION
REQUEST RECOMMENDATION
TDHCA Program Amount* Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $377,886 $377,886
* Reduced from $410,500 by the Applicant during the underwriting process on 6/5/07 and from $392,074 on 6/11/07.
CONDITIONS

1 Receipt, review, and acceptance by carryover of evidence of the appropriate zoning change or a
variance for the proposed development from the City.

2 Receipt, review, and acceptance prior to start of construction of evidence that all Phase | ESA
recommendations have been carried out.

3 Receipt, review and acceptance by carryover of documentation of approval by USDA of the proposed
section 538 loan and interest rate subsidy.

4 Should the terms or amounts of the proposed debt or equity change, the transaction should be
reevaluated and an adjustment to the credit amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 5
60% of AMI 60% of AMI 43
PROS CONS
d The Applicant is anticipating use of low interest d The Applicant's high expense to income ratio
USDA 538 funding to make this otherwise only slightly less than the maximum guideline,
infeasible rural development viable. reflecting extensive deep rent targeting, but still
acceptable.
d Recently completed adjacent property in Big d The multiple revisions to this application have
Spring, Knollwood Heights was approved in 2004 lead to additional inconsistencies and
and is already +90% occupied. unresolved concerns regarding the achievable
rent.

d The proposed rents are just slightly above
affordable rent for households earning 50% of
the area median income potentially reflecting a
limited demand for additional 60% units.

1o0f10
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PREVIOUS UNDERWRITING REPORTS

There are no previous reports; however, the proposed development will be considered phase two of
Knollwood Heights Apartments (TDHCA #04250) which is located next door.

DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

' 'Big Spring Heights Ap

a to-he formed M:ssmm LllmtiHl an!

.I_;Heygh'rs Housing, LLC
fnrnﬂ!-d Mlssn-nrl LLC LN

O'Brien Companies, LLC
HUB, Member
10% ownership

e Mo

Kelly M. Holden -
100% n’h:ﬁlhér
T L AT T T

Raheua A_ Z.lmmerman -
Revocable Trust dtd
5/5/08 25% member

CONTACT
Contact:  Justin Zimmerman Phone: 417.883.1632 Fax: 417.883.6343
Email: jzimmerman@wilhoitproperties.com
2 of 10
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KEY PARTICIPANTS

Name Net Assets Liquidity? # Completed Developments
Zimmerman Properties, LLC $10,930,411 $325,616 N/A

Zimmerman Investments, LLC Included with above N/A

Vaughn & Rebecca Zimmerman Confidential 9 HTC in TX

Justin & Leah Zimmerman Confidential 9 HTC in TX

O'Brien Companies, LLC $16,000 $16,000 N/A

Kelly M Holden Confidential 9 HTC in TX

1 Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

d The Applicant, Developer, General Contractor, and property manager are related entities. These are
common relationships for HTC-funded developments.

PROPOSED SITE

SITE PLAN
b e Al S —_—
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gz | ez y . 'I .
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BUILDING CONFIGURATION

Building Type A B Total
Floors/Stories 2 2 Buildings
Number 1 2 3
BR/BA SF Units Total Units | Total SF
171 712 8 16 11,392
2/2 964 8 8 24 23,136
3/2 1,131 8 8 9,048
Units per Building 16 16 48 43,576
SITE ISSUES
Total Size: 4 acres Scattered site? Yes No
Flood Zone: Zone C Within 100-yr floodplain? Yes No
Zoning: Single Family Needs to be re-zoned? X| Yes . No |:| N/A
Comments:

The subject property is currently zoned for Single Family residential. The Applicant has made application
to the city for a zoning change to Light Industrial, which allows for the proposed property. The Applicant
also supplied the approved 2004 ordinance for the zoning change for Phase |.

Receipt, review, and acceptance by carryover of evidence of the appropriate zoning change or a
variance for the proposed development from the City is a condition of this report.

TDHCA SITE INSPECTION

Inspector: ORCA Staff Date:  4/24/2007

Overall Assessment:

Excellent |:| Acceptable |:| Questionable |:| Poor |:| Unacceptable

Surrounding Uses:

North: vacant land East: vacant land
South:  Knollwood Heights Apts (Phase 1) West: vacant land
Comments:

The site plan indicates that the subject development will be located on the north side of Phase I. The
access drives for Phase | will provide access to the subject property. The GP of Phase |, Knollwood
Heights Housing, LLC, has provided a signed letter indicating that all easements and ingress and egress
necessary for development of the proposed property will be granted as well as rights for tenants of
Phase Il to use the facilities provided in Phase I.

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider:  Kaw Valley Engineering Date:  3/27/2007

Recognized Environmental Concerns (RECs) and Other Concerns:

d "Afew areas of trash dumping were observed on the south portion of the property" (p. 6).
"The...trash...should be cleaned up and disposed of properly prior to or with initial site preparation
operations" (p. 10).

d "No recognized environmental conditions or concerns are anticipated with the property" (p. 10).

Comments:

Receipt, review, and acceptance of evidence that all Phase | ESA recommendations have been
carried out is a condition of this report.

4 of 10
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MARKET HIGHLIGHTS

Provider:  Apartment MarketData, LLC Date: 10/31/2006
Contact: Darrell G Jack Phone: 210.530.0040 Fax: 210.340.5830
Number of Revisions: 2 Date of Last Applicant Revision: 6/6/2007

Primary Market Area (PMA):  903.12 Square Miles ~ 16.93 Mile Radius

The Market Analyst used Howard County as the Primary Market Area (p. 30).
Secondary Market Area (SMA):

The Market Analyst did not utilize a secondary market area.

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name e | 0@ | comp Name Fle# | TO@ Comp
Units Units Units  |2s%  Units
nollwood Heights Phase| 04250 64 63 N/A

The Market Analyst did not include any unstabilized comparable units from the primary market area.
However, Phase | of the development placed in service in December of 2005 and January of 2006
and reached stabilized occupancy in June of 2006. The Underwriter included 63 comparable units
from Knollwood Heights Phase | in the demand analysis because the property had not been
stabilized for 12 consecutive months prior to the 9% application deadline. The inclusion of these
additional units has a limited effect on the demand calculations and does not yield a capture rate
that exceeds the Department's maximum for rural properties.

INCOME LIMITS
Howard
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $9,300 $10,600 $11,950 $13,250 $14,300 $15,350
60 $18,540 $21,240 $23,880 $26,520 $28,620 $30,780
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type I;i;ﬁ;i; DGerrcT)]v;/:; DSrtnhaer: d D;;t;lll d Subject Units|Comparable| Capture Rate
(PMA)
1 BR/ 30% Rent Limit 67 -1 66 2 0 3%
1 BR/ 60% Rent Limit 129 0 129 14 0 11%
2 BR/ 30% Rent Limit 22 -1 21 2 0 9%
2 BR/ 60% Rent Limit 76 -1 75 22 0 29%
3 BR/ 30% Rent Limit 22 -1 21 1 0 5%
3 BR/ 60% Rent Limit 82 -1 81 0 9%
OVERALL DEMAND
HoLi:agheotlds Household Size | Income Eligible Tenure Demand

PMA DEMAND from TURNOVER

Market Analyst p. 56 100% 10,059 96% 9,698 10% 994 100% 994 65% 641

Underwriter 100% 9,879 96% 9,525 28% 2,677 36% 960 65% 619
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 57 96% -136 10% -14 100% -14 100% -14
Underwriter 96% -110 28% -30 36% -11 100% -11
50f10

07115 Heights Apartments.xls
printed: 6/19/2007




INCLUSIVE CAPTURE RATE

Unstabilized | Unstabilized Total .
. ) Inclusive
Subject Units| Comparable|Comparable| Total Supply| Demand Capture Rate
(PMA) (25% SMA) (W/25% of SMA) p
Market Analyst p. 57 48 0 N/A 48 627 7.66%
Underwriter 48 63 111 609 18.24%

Primary Market Occupancy Rates:
Apartment MarketData surveyed 13 properties within the PMA that report an overall occupancy level of
96.1%. The two rent restricted properties Knollwood Heights Phase | (#04250) and Limestone Ridge
Apartments (#01150) report an overall occupancy level of 98.5% (p. 35).

Absorption Projections:

"Within the PMA, there have only been two 'affordable' family rental projects built within recent times.
Knollwood Heights is a 64 unit project, which began leasing in December 2005. The site reports that it
reached stabilized occupancy of 90% by June 2006. This short lease-up time is indicative of the demand
for affordable housing within the PMA" (p. 13).

RENT ANALYSIS (Tenant-Paid Net Rents)
untype 6 ) | poposearent | O | enevave | ndenaing | sevns over
1BR 712SF  30% $192 $192 $390 $192 $198
1BR 712SF  60% 410 441 390 390 0
2BR 964 SF  30% 232 232 475 232 243
2BR 964 SF  60% 490 531 475 475 0
3 BR 1,131 SF  30% 262 262 525 262 263
3BR 1,131 SF  60% 535 607 525 525 0

The Market Analyst indicates market rent for unrestricted properties are well above the program
maximum 60% rents. However, the Market Analyst has documented significantly lower achievable
rents for restricted properties on two occasions for separate rent levels. Knollwood Heights Phase | is
currently achieving rental rates of $385 for one bedroom 60% units, $470 for two bedroom 60% units,
and $520 for three bedroom 60% units. Limestone Ridge is currently achieving rents of $383 for one
bedroom 60% units, $456 for two bedroom 60% units, and $520 for three bedroom 60% units. The
Market Analyst states, "It is evident from our comparison of the subject's proforma rents to existing
60% of AMI units within the PMA that the maximum 60% of AMI rents are not achievable within the Big

Spring market" (p. 16).

The Underwriter has used the rents supported by the Market Analyst's initial revision letter of $390,
$475, and $525 as the achievable market rents despite evidence that market rate properties are
achieving substantially higher rents. When it was determined that the Applicant's original rents were
too low to meet the 65% expense to income feasibility test, the Applicant raised rents on the existing
Phase | property and asked the Market Analyst to restate his conclusions. In a second letter
submitted to support the Applicant's revised slightly higher rents, the Market Analyst is more vague in
describing the actual achievable rents. Moreover, multiple changes to the market rents decreases
staff's confidence in the market study's conclusions. As a result, the Underwriter has assumed the
achievable market rents to be rents $5 higher than the rents on Phase | and supported by the Market
Analyst's first letter as apposed to the Applicant's final rent estimate which are $10 to $20 per unit
higher than the Underwriter's rents and $20 to $25 higher than what were the going rates for the units

next door.

Market Impact:

"The proposed project is not likely to have a dramatically detrimental effect on the balance of supply

and demand in this market" (p. 100).

07115 Heights Apartments.xls
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Comments:
The market study provides sufficient information on which to base a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 4 Date of Last Applicant Revision: 6/1/2007

The Applicant's projected rents for the units restricted at 30% of AMI were calculated as the program
gross rents less the property specific utility allowance estimates provided by TXU Energy. The Applicant's
revised rents for the 60% of AMI units are $20 to $25 higher than the rents currently being achieved in
Phase | of the development. As discussed above, the Market Analyst first suggested that a $5 increase
over existing Phase | rents was the maximum achievable and then revised their opinion when the
Applicant needed more income to satisfy Department guidelines. Therefore, the Underwriter has used
the lower rent levels for the 60% units, which are 86% to 89% of the maximum program net rents. The
Applicant's estimates of secondary income and vacancy and collection loss are line with Department
standards, and despite the rent differences, the Applicant's estimate of effective gross income is within
5% of the Underwriter's estimate. Tenants will be responsible for electric utility costs.

Expense: Number of Revisions: 2 Date of Last Applicant Revision: 6/1/2007

The Applicant's revised total operating expense estimate of $3,270 per unit is within 5% of the
Underwriter's estimate of $3,196 per unit derived from the TDHCA database, IREM data, and the 2006
actual expenses for Phase | of the development. However, the Applicant's estimate of water, sewer,
and trash is significantly different from the Underwriter's estimate and the historical data. It should also
be noted that the payroll estimate for the subject is heavily influenced on anticipated savings ($330 per
unit) from the economies of scale that will be observed with the adjacent Phase | development.

After being informed that the Applicant's original expense estimate was lower than could be reasonably
verified by the Department, the Applicant submitted three iterations of expense and income figures in
order to address Department concerns. Ultimately, the Underwriter was able to obtain support for the
underwritten expense levels; although, as discussed above, the underwriting report reflects rent levels
slightly lower than the Applicant's final proforma. The Underwriter's expense to income ratio remains
higher than the 65% expense to income ratio, which is generally an infeasibility conclusion pursuant to 8§
1.32(i)(4) of the 2007 Real Estate Analysis Rules and Guidelines. However, the Applicant's final expense to
income ratio is slightly below this maximum threshold (64.85%) and because income expense and NOI
are now within 5% of the Underwriter's estimates the Applicant's expense to income ratio will be used in
the final evaluation. Nonetheless, the Underwriter is concerned about the viability of the deal over the
long-term should the anticipated rent increases not be achieved.

Conclusion:

The Applicant's estimates of effective gross income, total operating expense and net operating income
each are within 5% of the Underwriter's estimates. Therefore, the Applicant's Year One proforma is used
to determine the development's debt capacity and debt coverage ratio (DCR). The Applicant's
proforma results in a Year One DCR within the Department'’s guideline of 1.15 to 1.35.

Feasibility:
The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Applicant's base year effective gross income, expense and net operating income were utilized resulting
in a debt coverage ratio that remains above 1.15 for the first 15 years and continued positive cashflow.
As discussed above the Applicant's expense to income ratio is marginally below the Department's 65%
guideline and is only able to get there by making slightly more aggressive rent assumptions than
originally contemplated. These revised rent assumption are still acceptable; however, since the Market
Analyst's original report projected unrestricted market rents for the area considerably higher still.
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ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 88.9 acres $17,751 Tax Year: 2006
One Acre: $200 Valuation by: Howard CAD
Prorata Value: 4 acres $799 Tax Rate: 2.879458

EVIDENCE of PROPERTY CONTROL

Type: Unimproved Property Commercial Contract and Addendum Acreage: 4
Contract Expiration: 10/15/2007 Valid Through Board Date? Yes |:| No
Acquisition Cost: $50,000 Other:

Seller: M & H Medical Properties, Ltd Related to Development Team? |:| Yes No

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 5 Date of Last Applicant Revision: 6/11/2007

Acquisition Value:
The site cost of $12,500 per acre or $1,042 per unit is assumed to be reasonable since the acquisition is
an arm’s-lenath transaction.

Sitework Cost:
The Applicant’s claimed sitework costs of $5,417 per unit are within current Department guidelines.
Therefore, further third party substantiation is not required.

Direct Construction Cost:
The Applicant’s revised direct construction cost estimate is $112K or 5% higher than the Underwriter’s
Marshall & Swift Residential Cost Handbook-derived estimate.
The Applicant was advised of the significant difference in costs and submitted multiple revisions of the
cost schedule in order to attempt to address this and issues with an overstated reserve amount. The
Underwriter has evaluated the actual construction costs submitted for Cost Certification of Knollwood
Heights Phase |, which placed in service in December of 2005 and January of 2006. The Underwriter's
hard cost estimate of $61,719 per unit is 14% higher than the Phase | cost per unit, which equates to an
18% difference on a net rentable square foot basis.

Contingency & Fees:
The Applicant's contractor fees and contingencies (combined) are $2,274 higher than the Department's
maximums. Therefore, the Applicant's eligible basis has been reduced accordingly and the excess cost
has been shifted to the ineligible costs line item.

Reserves:
As stated above, the Applicant has submitted multiple revisions of the development cost schedule to
address reserve and cost issues. The Applicant indicated that as part of the financing for a USDA 538
loan the initial reserve requirement is significantly larger than the norm. After correspondence it was
determined that the Applicant had added the USDA requirement to the TDHCA maximum guideline.
The Applicant provided lender confirmation that reserves will include: a 2% of total cost lease-up
reserve, a 2% of loan amount operating reserve and an initial reserve for replacement of $1,000 per unit.
The Applicant's calculations here are slightly higher than the Underwriter's based on the Applicant's
higher anticipated development costs.

Conclusion:
The Applicant’s total development cost is within 5% of the Underwriter’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 $3,918,295 supports annual tax credits of $435,518 This
figure will be compared to the Applicant’s request and the tax credits calculated based on the gap in
need for permanent funds to determine the recommended allocation.
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FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 3 Date of Last Applicant Revision:  6/5/2007
Source: CharterMac Capital Type: Interim Financing

Principal: $1,050,000 Interest Rate: 8.0% |:| Fixed Amort: 24 months
Comments:

The CharterMac commitment letter is consistent with the Applicant's sources and uses of funds.

Source: Great Southern Bank Type: Interim Financing
Principal: $95,000 Interest Rate: 6.0% |:| Fixed Term: 12 months
Comments:

The Great Southern Bank commitment is consistent with the Applicant's sources and uses of funds. The
loan will carry interest at the Great Southern Bank Prime Rate, floating daily, with a rate floor of 6% and
a 12 month term. The Underwriter has assumed a rate of 6%.

Source: Lancaster-Pollard Type: Permanent Financing
Principal: $1,050,000 Interest Rate: 5.00% Fixed Term: 480 months
Comments:

The Applicant's revised sources and uses of funds reflects a higher debt amount than the Lancaster-
Pollard term sheet letter. This revision was made due to changes to the proforma resulting in the ability
of the development to support more debt. Lancaster Pollard will provide a USDA Rural Development
Section 538 Guaranteed Loan. The loan will carry a fixed rate of 7.50%. However, the lender and
Applicant anticipate approval of an interest rate credit that will lower the interest rate to the Applicable
Federal Rate. The lender has used a rate of 5%, while the underwriting report reflects the AFR as of the
application deadline (4.90%). Also of note, the interest rate credit will be applied on a loan amount up
to $1,500,000 according to the lender's term sheet.

Source: CharterMac Capital Type: Syndication
Proceeds: $3,530,000 Syndication Rate: 86% Anticipated HTC: $ 410,500
Comments:

Due to changes to the cost schedule and an increase in the permanent debt amount, the Applicant's
request was revised down on two separate occasions. As a result the Applicant's sources and uses is
inconsistent with the syndication commitment. The syndication price is at the low end of current market
prices and any increase in the rate could reduce the final allocation of credits since there is little to no
deferred developer fee to absorb excess syndication proceeds.

Amount: $796 Type: Deferred Developer Fees

This section intentionally left blank.
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CONCLUSIONS

Recommended Financing Structure:

The Applicant’s total development cost estimate less the permanent loan of $1,106,935 indicates the
need for $3,249,796 in gap funds. Based on the submitted syndication terms, a tax credit allocation of
$377,915 annually would be required to fill this gap in financing. Should the Board approve this award,
of the three possible tax credit allocations, Applicant’s revised request ($377,886), the gap-driven
amount ($377,915), and eligible basis-derived estimate ($435,518), the Applicant's revised request of
$377,886 is recommended resulting in proceeds of $3,249,543 based on a syndication rate of 86%.

The Underwriter’s recommended financing structure indicates the need for $252 in additional
permanent funds. Deferred developer fees in this amount appear to be repayable within one year of

stabilized operation.

Underwriter: Date: June 9, 2007
Cameron Dorsey
Reviewing Underwriter: Date: June 9, 2007
Lisa Vecchietti
Director of Real Estate Analysis: Date: June 9, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Heights Apartments Phase Il, Big Spring, 9% HTC #07115

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 30% 2 1 1 712 $248 $192 $384 $0.27 $56.00 $55.00
TC 60% 14 1 1 712 $497 390 5,460 0.55 56.00 55.00
TC 30% 2 2 2 964 $298 232 464 0.24 66.00 59.00
TC 60% 22 2 2 964 $597 475 10,450 0.49 66.00 59.00
TC 30% 1 3 2 1,131 $344 262 262 0.23 82.00 64.00
TC 60% 7 3 2 1,131 $689 525 3,675 0.46 82.00 64.00
TOTAL: 48 AVERAGE: 908 $431 $20,695 $0.47 $65.33 $58.50

INCOME Total Net Rentable Sq Ft: 43,576 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $248,340 $256,500 Howard 12
Secondary Income Per Unit Per Month: $9.00 5,184 5,184 $9.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $253,524 $261,684
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (19,014) (19,632) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $234,510 $242,052
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 6.02% $294 0.32 $14,125 $11,334 $0.26 $236 4.68%

Management 5.00% 244 0.27 11,725 12,103 0.28 252 5.00%

Payroll & Payroll Tax 13.40% 655 0.72 31,424 32,680 0.75 681 13.50%

Repairs & Maintenance 5.28% 258 0.28 12,384 14,310 0.33 298 5.91%

Utilities 4.01% 196 0.22 9,408 7,464 0.17 156 3.08%

Water, Sewer, & Trash 8.46% 413 0.46 19,843 26,736 0.61 557 11.05%

Property Insurance 4.68% 229 0.25 10,976 8,832 0.20 184 3.65%

Property Tax 2.879458 10.02% 490 0.54 23,496 23,472 0.54 489 9.70%

Reserve for Replacements 5.12% 250 0.28 12,000 12,000 0.28 250 4.96%

TDHCA Compliance Fees 0.82% 40 0.04 1,920 1,920 0.04 40 0.79%

Other: Supp Services 2.61% 128 0.14 6,120 6,120 0.14 128 2.53%

TOTAL EXPENSES 65.42% $3,196 $3.52 $153,421 $156,971 $3.60 $3,270 64.85%
NET OPERATING INC 34.58% $1,689 $1.86 $81,088 $85,081 $1.95 $1,773 35.15%
DEBT SERVICE
Lancaster-Pollard 27.31% $1,334 $1.47 $64,051 $63,174 $1.45 $1,316 26.10%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 7.26% $355 $0.39 $17,037 $21,907 $0.50 $456 9.05%
AGGREGATE DEBT COVERAGE RATIO 1.27 1.35
RECOMMENDED DEBT COVERAGE RATIO 1.35
CONSTRUCTION COST
Descrigtion Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 1.19% $1,042 $1.15 $50,000 $50,000 $1.15 $1,042 1.15%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 6.18% 5,417 5.97 260,000 260,000 5.97 5,417 5.97%
Direct Construction 53.03% 46,448 51.16 2,229,513 2,341,450 53.73 48,780 53.74%
Contingency 5.00% 2.96% 2,593 2.86 124,476 132,000 3.03 2,750 3.03%
Contractor's Fees 14.00% 8.29% 7,261 8.00 348,532 364,550 8.37 7,595 8.37%
Indirect Construction 5.20% 4,552 5.01 218,500 218,500 5.01 4,552 5.02%
Ineligible Costs 5.19% 4,542 5.00 218,000 218,000 5.00 4,542 5.00%
Developer's Fees 15.50% 12.08% 10,583 11.66 508,000 508,000 11.66 10,583 11.66%
Interim Financing 2.29% 2,001 2.20 96,069 96,069 2.20 2,001 2.21%
Reserves 3.60% 3,150 3.47 151,200 168,162 3.86 3,503 3.86%
TOTAL COST 100.00% $87,589 $96.48 $4,204,290 $4,356,731 $99.98 $90,765 100.00%
Construction Cost Recap 70.46% $61,719 $67.99 $2,962,520 $3,098,000 $71.09 $64,542 71.11%
SOURCES OF FUNDS RECOMMENDED
Lancaster-Pollard 24.97% $21,875 $24.10 $1,050,000 $1,106,935 $1,106,935 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $508,000
CharterMac Syndication Proceeds 83.96% $73,542 $81.01 3,530,000 3,249,000 3,249,543 % of Dev. Fee Deferred
Deferred Developer Fees 0.02% $17 $0.02 796 796 252 0%
Additional (Excess) Funds Req'd -8.96% ($7,844) ($8.64) (376,506) 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $4,204,290 $4,356,731 $4,356,731 $423,578
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Heights Apartments Phase Il, Big Spring, 9% HTC #07115

DIRECT CONSTRUCTION COST ESTIMATE

Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Multiple Residence Basis
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $1,106,935 Amort 480
Base Cost |  s$s5.18| $2,404,649 Int Rate 5.00% DCR 127
Adjustments
Exterior Wall Finish 0.64% $0.35 $15,390 Secondary $0 Amort
Elderly 0.00% 0.00 0 Int Rate Subtotal DCR 1.27
9-Ft. Ceilings 0.00% 0.00 0
Roofing 0.00 0 Additional Amort
Subfloor (1.24) (53,816) Int Rate Aggregate DCR 1.27
Floor Cover 2.43 105,890
Breezeways/Balconies $21.66 10,778 5.36 233,398 RECOMMENDED FINANCING STRUCTURE APPLICANT'S N(¢
Plumbing Fixtures $805 96 1.77 77,280
Rough-ins $400 96 0.88 38,400 Primary Debt Service $63,174
Built-In Appliances $1,850 48 2.04 88,800 Secondary Debt Service 0
Exterior Stairs $1,800 12 0.50 21,600 Additional Debt Service 0
Enclosed Corridors 0.00 0 NET CASH FLOW $21,907
Heating/Cooling 1.90 82,794
Garages/Carports $0.00 0 0.00 0 Primary $1,106,935 Amort 480
Comm &/or Aux Bldgs $76.57 1,206 2.12 92,340 Int Rate 4.90% DCR 135
Other: Fire Sprinklers $1.95 43,576 1.95 84,973
SUBTOTAL 73.24 3,191,698 Secondary $0 Amort 0
Current Cost Multiplier 0.98 (1.46) (63,834) Int Rate 0.00% Subtotal DCR 1.35
Local Multiplier 0.88 (8.79) (383,004)
TOTAL DIRECT CONSTRUCTION COSTS $62.99 $2,744,860 Additional $0 Amort 0
Plans, specs, survy, bld pri{ ~ 3.90% ($2.46) ($107,050) Int Rate 0.00% Aggregate DCR 1.35
Interim Construction Interes|  3.38% (2.13) (92,639)
Contractor's OH & Profit 11.50% (7.24) (315,659)
NET DIRECT CONSTRUCTION COSTS $51.16 $2,229,513
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $256,500 $264,195 $272,121 $280,284 $288,693 $334,674 $387,979 $449,774 $604,459
Secondary Income 5,184 5,340 5,500 5,665 5,835 6,764 7,841 9,090 12,216
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 261,684 269,535 277,621 285,949 294,528 341,438 395,821 458,864 616,675
Vacancy & Collection Loss (19,632) (20,215) (20,822) (21,446) (22,090) (25,608) (29,687) (34,415) (46,251)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $242,052 $249,319 $256,799 $264,503 $272,438 $315,830 $366,134 $424,450 $570,425

EXPENSES at 4.00%

General & Administrative $11,334 $11,788 $12,259 $12,749 $13,259 $16,132 $19,627 $23,879 $35,347
Management 12,103 12,466 12,840 13,225 13,622 15,792 18,307 21,223 28,522
Payroll & Payroll Tax 32,680 33,987 35,347 36,761 38,231 46,514 56,591 68,852 101,918
Repairs & Maintenance 14,310 14,882 15,478 16,097 16,741 20,368 24,780 30,149 44,628
Utilities 7,464 7,763 8,073 8,396 8,732 10,624 12,925 15,726 23,278
Water, Sewer & Trash 26,736 27,805 28,918 30,074 31,277 38,054 46,298 56,329 83,380
Insurance 8,832 9,185 9,553 9,935 10,332 12,571 15,294 18,608 27,544
Property Tax 23,472 24,411 25,387 26,403 27,459 33,408 40,646 49,452 73,201
Reserve for Replacements 12,000 12,480 12,979 13,498 14,038 17,080 20,780 25,282 37,424
Other 8,040 8,362 8,696 9,044 9,406 11,443 13,923 16,939 25,074
TOTAL EXPENSES $156,971 $163,129 $169,530 $176,182 $183,097 $221,984 $269,172 $326,438 $480,315
NET OPERATING INCOME $85,081 $86,190 $87,269 $88,321 $89,341 $93,846 $96,962 $98,011 $90,110
DEBT SERVICE
First Lien Financing $63,174 $63,174 $63,174 $63,174 $63,174 $63,174 $63,174 $63,174 $63,174
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $21,907 $23,016 $24,095 $25,147 $26,167 $30,672 $33,788 $34,837 $26,936
DEBT COVERAGE RATIO 1.35 1.36 1.38 1.40 1.41 1.49 1.53 1.55 1.43
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HTC ALLOCATION ANALYSIS -Heights Apartments Phase I, Big Spring, 9% HTC #07115

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $50,000 $50,000
Purchase of buildings
Off-Site Improvements
Sitework $260,000 $260,000 $260,000 $260,000
Construction Hard Costs $2,341,450 $2,229,513 $2,341,450 $2,229,513
Contractor Fees $364,550 $348,532 $364,203 $348,532
Contingencies $132,000 $124,476 $130,073 $124,476
Eligible Indirect Fees $218,500 $218,500 $218,500 $218,500
Eligible Financing Fees $96,069 $96,069 $96,069 $96,069
All Ineligible Costs $218,000 $218,000
Developer Fees
Developer Fees $508,000 $508,000 $508,000 | $508,000
Development Reserves $168,162 $151,200
TOTAL DEVELOPMENT COSTS $4,356,731 $4,204,290 $3,918,295 $3,785,089
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $3,918,295 $3,785,089
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $5,093,783 $4,920,616
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $5,093,783 $4,920,616
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $435,518 $420,713
Syndication Proceeds 0.8599 $3,745,140 $3,617,821
Total Tax Credits (Eligible Basis Method) $435,518 $420,713
Syndication Proceeds $3,745,140 $3,617,821
Requested Tax Creditsl $377,886 I
Syndication Proceeds $3,249,543
Gap of Syndication Proceeds Needed $3,249,796
Total Tax Credits (Gap Method) $377,915
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Project ID# 07115
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

National Previous Participation Certification Received:

Noncompliance Reported on National Previous Participation Certification:

Total # of Projectsmonitored: 3
Projects zerotonine. 3
grouped
by score

tentonineteen: O
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 5/23/2007

Applicant Evaluation ||

Name: Big Spring Heights Apartments

HOME [

City: Big Spring

BOND [ ] HTF [] SECO [ ] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

N/A ' No

[ ] No

L ves

[]Yes

Portfolio Management and Compliance

Projectsin Material Noncompliance

#in noncompliance: 0
Yes [ ] No
Projectsnot reported  Yes [ ]
# monitored with ascore lessthan thirty: 3 in application No
# not yet monitored or pending review: 6 # of projects not reported 0
Single Audit Portfolio Analysis
Not applicable Not applicable
Review pending [] No unresolved issues L]
No unresolved issues L] Not current on set-ups L]
Issues found regarding late cert [ Not current on draws U]
Issues found regarding late audit [ ] Not current on match [
Unresolved issues found that L]
warrant disqualification
(Comments attached)
Date 5/21/2007
HOME Real Edtate Analysis
(Workout)
Not applicable Not applicable [
Review pending [ Review pending [
No unresolved issues [ No unresolved issues
Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that | Unresolved issuesfound that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer M. Tynan Reviewer D. Burrell
Date 5 /17/2007 Date 5 /21/2007

Office of Colonia Initiatives Financial Administration

No delinquencies found
Delinquencies found L]

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 5 /18/2007 Date

Reviewer Melissa M. Whitehead
5/21/2007




ff'f;‘;," ":‘"I-, MULTIFAMILY FINANCE DIVISION
"- of ": July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Deer Creek Apartments, TDHCA Number 07117
BASIC DEVELOPMENT INFORMATION
Site Address: SE Corner of W. Ellis St. & MLK St. Development #: 07117
City: Levelland Region: 1 Population Served: General
County: Hockley Zip Code: 79336 Allocation: Rural
HTC Set Asides: [J At-Risk [ Nonprofit ™ USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Levelland Deer Creek Apartments, L.P
Owner Contact and Phone: Justin Zimmerman (417) 883-1632
Developer: Zimmerman Properties, LLC
Housing General Contractor: Zimmerman Properties Construction, LLC
Architect: Parker & Associates
Market Analyst: Apartment Market Data Research Services, Inc.
Syndicator: CharterMac Capital
Supportive Services: Texas Inter-Faith Housing Corporation
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 63
7 0 0 56 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 1
0 16 28 20 0 0 Total Development Units: 64
Type of Building: Total Development Cost*: $5,877,051
] Duplex 4 units or more per building Number of Residential Buildings: 4
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
| Townhome | Transitional
*Note:_If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $508,375 $507,059
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant
Request (pending the Financial Feasibility Analysis).

7/23/2007 12:45 PM




—a ¥ MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Deer Creek Apartments, TDHCA Number 07117

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Duncan, District 28, NC Points: 0 US Representative: Neugebauer, District 19, NC
TX Representative: Jones, District 83, NC Points: 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]
Individuals and Businesses In Support: 3 In Opposition 0

Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 6

Levelland Noon Lions Club SorO: S
Levelland Noon Rotary Club SorO: S
Leadership Levelland SorO: S

General Summary of Comment:
Support received from three civic organizations.
CONDITIONS OF COMMITMENT

Receipt, review and acceptance before commencement of construction of an environmental lien search.

Receipt, review and acceptance by commitment of documentation indicating the pipeline listed in Schedule B, 9a of the title commitment is inactive
or certification that no buildings will be constructed on the easement.

Receipt, review and acceptance of documentation that the additional acreage has been transferred at no cost to the local government or is
encumbered or is reduced from the acquisition cost on a prorata basis by cost certification.

Receipt, review and acceptance by carryover of documentation of approval by USDA of the proposed section 538 loan and interest rate subsidy.

Should the terms and rates of the proposed debt or syndication change, the transaction should be reevaluated and an adjustment to the
credit/allocation amount may be warranted.

Receipt of a commitment of funding from Great Southern Bank in the amount of $120,000, or a commitment from a qualifying substitute source(s)
in an amount not less than $119,000, as required by §49.9(i)(25) of the 2007 QAP. The provider of funds must attest to the fact that they are not
the Applicant, the Developer, Consultant, Related Party or any individual or entity acting on behalf of the proposed Application and attest that none
of the funds committed were first provided to the entity by the Applicant, the Developer, Consultant, Related Party or any individual or entity acting
on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision. If the terms or amount of funding are different
than those of the source for which points were awarded, the Application may be reevaluated for financial feasibility.
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fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Deer Creek Apartments, TDHCA Number 07117

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: [ ] Score:149 Meeting a Required Set-Aside Credit Amount*: $507,059
Recommendation: Competitive in USDA Allocation.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Real Estate Analysis Division
Underwriting Report

REPORT DATE: 06/09/07 PROGRAM: HTC 9% FILE NUMBER: 07117

DEVELOPMENT

Deer Creek Apartments

Location: SE Corner of MLK Street & W. Ellis Street Region: 1

City: Levelland County: Hockley Zip: 79336 QCT |:| DDA

Key Attributes: Multifamily, New Construction, Family, Rural, USDA-RD

ALLOCATION
REQUEST* RECOMMENDATION
TDHCA Program Amount Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $508,375 $507,059

* Reduced from $516,000 by the Applicant during the underwriting process on 6/8/07

CONDITIONS

1 Receipt, review and acceptance before commencement of construction of an environmental lien
search.

N

Receipt, review and acceptance by commitment of documentation indicating the pipeline listed in
Schedule B, 9a of the title commitment is inactive or certification that no buildings will be constructed
on the easement.

Receipt, review and acceptance of documentation that the additional acreage has been transferred
at no cost to the local government or is encumbered or is reduced from the acquisition cost on a
prorata basis by cost certification.

w

N

Receipt, review and acceptance by TDHCA before commencement of construction of a written
commitment from Great Southern Bank or acceptable alternative for the $120,000 interim construction
loan and listing the terms and conditions for such a loan.

Receipt, review and acceptance by carryover of documentation of approval by USDA of the proposed
section 538 loan and interest rate subsidy.

(&)]

6 Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit/allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 7
60% of AMI 60% of AMI 56
PROS CONS
d The Applicant is anticipating use of low interest d The Applicant's high expense to income ratio is
USDA 538 funding to make this otherwise only slightly less than the maximum guideline,
infeasible rural development viable. reflecting extensive deep rent targeting, but still

acceptable.
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d This is the first affordable housing development d The Primary Market Area used to derive demand
constructed in Levelland since 1992. is overly large as it unnecessarily encompasses

the entire county.

PREVIOUS UNDERWRITING REPORTS

The Applicant has previously applied for tax credit funds from the Department but did not score high
enough to be underwritten or receive an allocation for this development.

DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

T rE ey oy ;.

‘ - I

e R DT | 0 A

1l na :'wmmmﬂm mc ‘Eﬁmﬂrﬁw Capital
a to-be formed Mksom ELC: : Limited Partner
- General Partner : 99.99% ownership

U‘Bﬁjﬂkﬂampﬂmas [.LG

“HUB, Member -
Wmemhip

:_ : ' t di s
.15% munﬁg umﬂ"lm'r ; ms 25% member 0% memben
CONTACT
Contact:  Justin ZiImmerman Phone: (417) 883-1632 Fax: (417) 883-6343

Email:

Jzimmerman@wilhoitproperties.com
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KEY PARTICIPANTS

Name Net Assets | Liquidity? # of Complete Developments
Zimmerman Properties, LLC $10,930,411 | $325,616 N/A
Zimmerman Investments, LLC Included with above N/A

Vaughn & Rebecca Zimmerman Confidential 9 HTCin TX

Justin & Leah Zimmerman Confidential 9 HTC in TX
O'Brien Companies, LLC $16,000 $16,000 N/A

Kelly M Holden Confidential 9 HTC in TX

1 Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

The Applicant, Developer, General Contractor and property manager are related entities. These are
common relationships for HTC-funded developments. The owner of the GP is also reselling the land to
the Applicant and this identity of interest is discussed and mitigated in the acquisition cost section of this
report.

PROPOSED SITE

SITE PLAN
) WEST ELLIE STREET [—— — E ]
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BUILDING CONFIGURATION

Building Type A B C Total
Floors/Stories 2 2 2 Buildings
Number 2 1 1 4
BR/BA SF Units Total Units | Total SF
1/1 690 4 4 8 5,520
171 768 4 4 8 6,144
2/2 942 4 4 2 14 13,188
2/2 1,021 4 4 2 14 14,294
3/2 1,109 4 2 10 11,090
3/2 1,188 4 2 10 11,880
Units per Building 16 16 16 64 62,116
SITE ISSUES
Total Size: 5 acres Scattered site? Yes No
Flood Zone: X Within 100-yr floodplain? Yes No
Zoning: MF-2 Needs to be re-zoned? Yes No |:| N/A

TDHCA SITE INSPECTION

Inspector: ORCA Staff Date:  4/20/2007

Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable

Surrounding Uses:
North:  West Ellis Street, one homestead and farmland with oil wells

East: Undeveloped land, residential housing, and small business

South:  Residential housing and a GED school

West: Martin L. King Blvd., undeveloped land and a few homesteads

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider:  Kaw Valley Engineering Date:  3/28/2007

Recognized Environmental Concerns (RECs) and Other Concerns:
d "This assessment has revealed surrounding regulated sites to exist within the prescribed radii...[but they]
do not appear to be of environmental concern to the subject property.” (p. 10)

d No recognized environmental conditions are anticipated with the property; however, the ESA provider
recommends that an environmental lien search be obtained by the purchaser prior to purchase.
Therefore, receipt, review and acceptance by TDHCA of an environmental lien search before
commencement of construction is a condition of this report.

MARKET HIGHLIGHTS

Provider:  Apartment MarketData, LLC. Date:  3/21/2007
Contact: Darrell Jack Phone: (210) 530-0040 Fax: (210) 340-5830
Number of Revisions: 0 Date of Last Applicant Revision: N/A

Primary Market Area (PMA):  908.93 square miles (417 mile radius)

"For this analysis, we utilized a "primary market area" utilizing the entire county of Hockley encompassing
908.93 square miles." (p. 30)
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PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name Fles | 0@ | Comp Name Fle# | 'O Comp
Units Units Units |2s%  Units
None None
INCOME LIMITS
Hockley
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $9,050 $10,350 $11,650 $12,950 $14,000 $15,000
60 $18,120 $20,700 $23,280 $25,860 $27,900 $30,000
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type ;i:g’:; Dir:g:; DS::; d D;;t:l] d Subject Units | Comparable| Capture Rate
(PMA)
1BR (30%) 31 0 0 31 2 0 %
1BR (60%) 51 0 0 51 14 0 27%
2BR (30%) 19 0 0 19 3 0 16%
2BR (60%) 28 0 0 28 24 0 85%
3 BR (30%) 15 0 0 15 2 0 13%
3 BR (60%) 49 0 0 48 18 0 37%
OVERALL DEMAND
HoLi:agheotlds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. 55 100% 7,394 95% 7,024 8% 617 Included in Inc. Eliq % 65% 377
Underwriter 100% 7,312 95% 6,926 8% 578 Included in Inc. Elig % 65% 373
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 55 95% -62 8% -6 Included in Inc. Eliq % | 100% -6
Underwriter 95% -33 8% -3 Included in Inc. Eliq % 100% -3
INCLUSIVE CAPTURE RATE
Unstabilized | Unstabilized fotal .
Subject Units | Comparable | Comparable | Total Supply (I\:/)v(ignszngf Inclusu;(;t(;apture
(PMA) (25% SMA) SMA)
Market Analyst p. 58 63 0 0 63 371 17.00%
Underwriter 63 0 0 63 370 17.03%
Primary Market Occupancy Rates:

The primary market occupancy rates are 98.9% with demand for new rental apartment units considered
to be growing. (p. 103)

Absorption Projections:

Absorption in the Primary Market Area is nearly impossible to calculate for the trade area. Only one
new project has been built since 1992, Levelland Manor (LIHTC). As such, there has not been adequate
new supply to determine a reasonable absorption rate for the submarket. We do know that Levelland
Manor is 100% occupied today, indicating demand for newer rental units with modern amenities. We
estimate that the project would achieve a lease rate of approximately 7% to 10% of its units per month
as they come on line for occupancy from construction.” An 8% monthly lease-up rate would therefore
indicate that the development will reach 93% occupancy approximately 12 months after the units are
available for occupancy. (p. 101)
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RENT ANALYSIS (Tenant-Paid Net Rents)

Unit Type (% AMI) Proposed Rent ’\:;(?rﬁnr; Market Rent Und(;(r:\r/]:tlng Sav;agrigtver
1BR 689 SF (30%) $179 $187 $525 $187 $346
1BR 689 SF (60%) $420 $430 $525 $430 $105
1BR 768 SF (30%) $179 $187 $550 $187 $371
1BR 768 SF (60%) $420 $430 $550 $430 $130
2BR 942 SF (30%) $209 $213 $600 $213 $391
2BR 942 SF (60%) $500 $504 $600 $504 $100
2BR 1,020 SF  (30%) $209 $213 $625 $213 $416
2BR 1,020 SF  (60%) $500 $504 $625 $504 $125
3BR 1,109 SF  (30%) $236 $235 $700 $235 $464
3BR 1,109 SF  (60%) $570 $571 $700 $571 $130
3BR 1,187 SF  (30%) $236 $235 $730 $235 $494
3BR 1,187 SF  (60%) $570 $571 $730 $571 $160

Market Impact:
"The proposed project is not likely to have a dramatically detrimental effect on the balance of supply
and demand in the market. Existing "affordable"” housing projects have an overall occupancy of 100%.
The only affordable project built in the last three decades, Levelland Manor (1992), is 100% occupied.
This demonstrates that the demand for new affordable rental housing is high, and that there is a
shortage of affordable housing in this market." (p. 101)

Comments:

The Underwriter found the market study provided sufficient information upon which to base a funding
recommendation.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant's projected rents collected per unit were calculated based on the 2007 program gross
rent limits and tenant-paid utility allowances that are not verifiable as they were handwritten without a
Housing Authority staff signature. The Levelland Housing Authority contracts with Zeffert & Associates to
determine the utility allowance for their public housing units. Although presented as natural gas
allowances, conversations with staff of the Housing Authority indicate the utility allowances are
applicable to all units including those with only electric utilities such as the Subject units. Therefore, the
underwriting analysis is based on utility allowances that are less than the Applicant's estimates resulting
in higher projected rents collected.

Estimates of secondary income and vacancy and collection losses are in line with TDHCA underwriting
guidelines. Despite of the difference in anticipated rents collected, the Applicant's effective gross
income projection is within 5% of the Underwriter's estimate.

Expense: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant's total annual operating expense projection at $3,400 per unit is within 5% of the
Underwriter's estimate of $3,527 per unit derived from the TDHCA database, other third party sources
and historical operations from the developer's other properties. However, several of the Applicant's
expenses deviate significantly from the Underwriter's figures, including: Payroll ($15K lower), repairs and
maintenance ($3K higher) and insurance ($6K lower). In addition, the Applicant has overstated TDHCA
compliance fees.
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Conclusion:

The Applicant’s estimated income, total estimated operating expense and net operating income (NOI)
estimate are all within 5% of the Underwriter’s estimate. Therefore, the Applicant's Year 1 proforma wiill
be used to evaluate debt service capacity. The proforma and estimated debt service result in a debt
coverage ratio (DCR) slightly above the current underwriting maximum guideline of 1.35. Therefore, the
recommended financing structure will be adjusted based on the interest rate and amortization period
indicated in the permanent financing documentation submitted at application.

Feasibility:
The Underwriter's proforma reflects an expense to income ratio of over 65% as a result of the deep rent
targeting proposed by the Applicant. The Applicant's estimate is similarly high at 64.97% but marginally
below the 65% Department guideline. Because the Applicant's NOI is generally accepted, the
Applicant's expense to income ratio is also used and is acceptable. The 30-year proforma utilizes a 3%
annual growth factor forincome and a 4% growth factor for expenses in accordance with current
TDHCA guidelines. The Applicant's base year effective gross income, expense and net operating
income and adjusted recommended financing structure were utilized resulting in a debt coverage ratio
that remains above 1.15 and continued positive cash flow. Therefore, the development can be
characterized as feasible.

ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 34.2 acres $34,240 Tax Year: 2006
1 acre: $1,000 Valuation by: Hockley County Tax Office
Prorata: 5 acres $5,000 Tax Rate: 2.712547

EVIDENCE of PROPERTY CONTROL

Type: Commercial & Industrial Real Estate Sales Contract Acreage: 5
Contract Expiration: 11/1/2007 Valid Through Board Date? Yes |:| No
Acquisition Cost: $40,000 Other:

Seller:  Zimmerman Properties Dev., LLC Related to Development Team? Yes |:| No
Comments:

The subject 5-acres is part of a 10.22-acre tract that is under contract to be purchased by Wilhoit
Properties or Assigns. The 10.22-acre tract is currently owned by a third party and will be purchased for
$65,000, or $6,360 per acre. The Applicant has included the acquisition cost of $65,000 for the full 10+
acres in the Subject's development cost schedule. The prorata value for the subject 5 acres is $31,800.
The Applicant indicated that the remaining land was flood plain impacted and of little or no value.
Moreover, the Applicant indicated that they would be willing to deed the remaining property to the
City for a park or encumber it under the LURA.

TITLE

Comments:

Schedule B, 9a of the title commitment lists a right of way easement for a pipeline. Receipt, review and
acceptance of documentation indicating the pipeline is inactive or no buildings will be constructed on
the easement is a condition of this report.
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CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 2 Date of Last Applicant Revision: 6/8/2007

Acquisition Value:
As stated above in the comment to the Evidence of Property Control Section, the land acquisition value
could be prorated to $31,800 for the 5-acre site that is to be used for the subject development, however
the Applicant has indicated that the remaining tract has little value and is to be donated for park use.
Receipt, review and acceptance of documentation that the additional acreage has been transferred
at not cost to the local government or is encumbered or is reduced from the acquisition cost on a
prorata basis by cost certification is a condition of this report.

Sitework Cost:
The Applicant's claimed sitework cost of $4,375 per unit are within current Department guidelines.
Therefore, no third party substantiation is required.

Direct Construction Cost:
The Applicant's direct construction cost estimate is $171K or 6% higher than the Underwriter's estimate
derived from the Marshall & Swift Residential Cost Handbook.

Contingency & Fees:
The Applicant's eligible contingency is overstated by $19K and along with a slight $100 overstatement in
contractor fees the developer fee is overstated by $2K . The Applicant's eligible fees in these areas
have been reduced by the same amount with the overage effectively moved to ineligible costs.

Reserves:
The Applicant indicated that as part of the financing for a USDA 538 loan the initial reserve requirement
is significantly larger than the norm. After correspondence it was determined that the Applicant had
added the USDA requirement to the TDHCA maximum guideline. The Applicant provided lender
confirmation that reserves will include: a 2% of total cost lease-up reserve, a 2% of loan amount
operating reserve and an initial reserve for replacement of $1,000 per unit. The Applicant's calculations
here are slightly higher than the Underwriter's based on the Applicant's higher anticipated development
Costs.

Conclusion:
While the Applicant's direct construction costs are more than 5% higher than the Underwriter's, their total
development cost estimate is marginally within 5% of the Underwriter's verifiable estimate; therefore, the
Applicant's development cost schedule will be used to calculate eligible basis and to determine the
development's need for permanent funds. An eligible basis of $5,198,325 supports annual tax credits of
$577,794. This figure will be compared to the Applicant’s request and the tax credits calculated based
on the gap in need for permanent funds to determine the recommended allocation.

This section intentionally left blank.
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FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 2 Date of Last Applicant Revision: 6/5/2007
Source: CharterMac Capital Type: Interim Financing

Principal: $1,505,000 Interest Rate: 8.0% Fixed Term: 24 months
Source: Lubbock Housing Finance Corporation Type: Interim Financing

Principal: $297,500 Interest Rate: AFR |:| Fixed Amort: 12 months
Source: Great Southern Bank Type: Interim Financing

Principal: $120,000 Interest Rate: 8.3% |:| Fixed Amort: 12 months
Source: Lancaster Pollard Mortgage Corp. Type: Permanent Financing

Principal: $1,500,000 Interest Rate: 5.00% Fixed Term: 480 months
Principal: $5,000 Interest Rate: 7.50% Fixed Term: 480 months
Comments:

Rural Development Section 538 Guaranteed Financing; An interest rate credit will be required to lower
the interest rate to the Long Term Applicable Federal Rate, which is currently 5% as of the date of the
proposal for financing. This interest rate will be applicable on up to $1,500,000 in debt; the remaining
debt will carry an interest rate of 7.5%.

Source: CharterMac Capital Type: Syndication

Proceeds: $4,371,987 Syndication Rate: 86% Anticipated HTC: $ 508,375
Amount: $464 Type: Deferred Developer Fees
Comments:

The syndication price is at the low end of current market prices and any increase in rate could reduce
the final allocation of credits since there is little to no deferred developer fee to absorb excess
syndication proceeds.

CONCLUSIONS

Condition:
The Applicant has not provided a written commitment from Great Southern Bank for the $120,000
interim construction loan. The need for this source of funds from a financial feasibility stand point is
unclear as the permanent sources could be altered to be more fully present during the construction
period. Regardless, it is a condition of this report that prior to commencement of construction a written
commitment acceptable to TDHCA be provided by Great Southern Bank or an acceptable alternative,
for the purpose of interim construction funding and addressing the rates and terms stated in the
application or at rates and terms acceptable to TDHCA.

Recommended Financing Structure:
As stated above, the proforma analysis results in a debt coverage ratio that is slightly above the
Department’s maximum guideline of 1.35. However, the underwriting analysis does not assume an
increase in the total combined permanent loan amount. Rather, the Underwriter has assumed the
permanent lender will require a larger share of the permanent funds to bear interest at 7.5% rather than
the lower 5%. This assumption effectively increase the total annual debt service projected and brings
the development’'s debt coverage ratio down to an acceptable 1.35.
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The Applicant’s total development cost estimate less the permanent loan total of $1,516,385 indicates
the need for $4,360,666 in gap funds. Based on the submitted syndication terms, a tax credit allocation
of $507,059 annually would be required to fill this gap in financing. Of the three possible tax credit
allocations, Applicant’s revised request ($508,375), the gap-driven amount ($507,059), and eligible basis-
derived estimate ($577,794), the gap-driven basis-derived estimate of $507,059 is recommended.

The Underwriter’s recommended financing structure does not indicate a need for additional permanent
funds from Deferred developer fees. In the event that additional funds are needed, deferred developer
fees are available for use.

Underwriter: Date: June 9, 2007

D. Burrell

Reviewing Underwriter: Date: June 9, 2007

Lisa Vecchietti

Director of Real Estate Analysis: Date: June 9, 2007

Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Deer Creek Apartments, Levelland, HTC 9% #07117

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Uﬁ WS&T
TC 30% 1 1 1 690 $242 $187 $187 $0.27 $55.00 $23.00
TC 60% 7 1 1 690 $485 $430 3,010 0.62 55.00 23.00
TC 30% 1 1 1 768 $242 $187 187 0.24 55.00 23.00
TC 60% 7 1 1 768 $485 $430 3,010 0.56 55.00 23.00
TC 30% 1 2 2 942 $291 $213 213 0.23 78.00 25.00
TC 60% 12 2 2 942 $582 $504 6,048 0.54 78.00 25.00

EO 1 2 2 942 $0 0 0.00 78.00 25.00
TC 30% 2 2 2 1,021 $291 $213 426 0.21 78.00 25.00
TC 60% 12 2 2 1,021 $582 $504 6,048 0.49 78.00 25.00
TC 30% 1 3 2 1,109 $336 $235 235 0.21 101.00 26.00
TC 60% 9 3 2 1,109 $672 $571 5,139 0.51 101.00 26.00
TC 30% 1 3 2 1,188 $336 $235 235 0.20 101.00 26.00
TC 60% 9 3 2 1,188 $672 $571 5,139 0.48 101.00 26.00
TOTAL: 64 AVERAGE: 971 $467 $29,877 $0.48 $79.44 $24.81
INCOME Total Net Rentable Sq Ft: 62,116 TDHCA APPLICANT COUNTY IREMREGION ~ COMPT. REGION
POTENTIAL GROSS RENT $358,524 $355,164 Hockley 1
Secondary Income Per Unit Per Month: $9.00 6,912 6,912 $9.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $365,436 $362,076
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (27,408) (27,156) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $338,028 $334,920
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 5.24% $277 0.29 $17,717 $17,106 $0.28 $267 5.11%

Management 5.00% 264 0.27 16,901 16,746 0.27 262 5.00%

Payroll & Payroll Tax 18.40% 972 1.00 62,196 47,500 0.76 742 14.18%

Repairs & Maintenance 4.89% 258 0.27 16,522 20,000 032 313 5.97%

Utilities 4.51% 238 0.25 15,252 15,000 0.24 234 4.48%

Water, Sewer, & Trash 5.64% 298 031 19,056 24,000 0.39 375 7.17%

Property Insurance 5.61% 296 031 18,948 12,500 0.20 195 3.73%

Property Tax 2.712547 8.88% 469 0.48 30,028 30,000 0.48 469 8.96%

Reserve for Replacements 4.73% 250 0.26 16,000 16,000 0.26 250 4.78%

TDHCA Compliance Fees 0.75% 39 0.04 2,520 8,160 0.13 128 2.44%

Supportive Services, security 3.13% 165 0.17 10,588 10,588 0.17 165 3.16%

TOTAL EXPENSES 66.78% $3,527 $3.63 $225,728 $217,600 $3.50 $3,400 64.97%
NET OPERATING INC 33.22% $1,755 $1.81 $112,300 $117,320 $1.89 $1,833 35.03%
DEBT SERVICE
Lancaster Pollard @ 5% 25.68% $1,356 $1.40 $86,795 $86,795 $1.40 $1,356 25.92%
Lancaster Pollard @ 7.5% 0.12% $6 $0.01 395 396 $0.01 $6 0.12%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 7.43% $392 $0.40 $25,110 $30,129 $0.49 $471 9.00%
AGGREGATE DEBT COVERAGE RATIO 1.29 1.35
RECOMMENDED DEBT COVERAGE RATIO 1.35
CONSTRUCTION COST

Description Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bidg) 1.16% $1,016 $1.05 $65,000 $65,000 $1.05 $1,016 1.11%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 5.00% 4,375 451 280,000 280,000 451 4,375 4.76%
Direct Construction 54.23% 47,432 48.87 3,035,624 3,206,750 51.63 50,105 54.56%
Contingency 5.00% 2.96% 2,590 2.67 165,781 184,337 2.97 2,880 3.14%
Contractor's Fees 14.00% 8.29% 7,253 7.47 464,187 488,250 7.86 7,629 8.31%
Indirect Construction 4.08% 3,570 3.68 228,500 228,500 3.68 3,570 3.89%
Ineligible Costs 6.54% 5,722 5.90 366,200 366,200 5.90 5,722 6.23%
Developer's Fees 15.00% 11.57% 10,117 10.42 647,496 680,000 10.95 10,625 11.57%
Interim Financing 2.55% 2,227 2.29 142,550 142,550 2.29 2,227 2.43%
Reserves 3.61% 3,160 3.26 202,234 235,464 3.79 3,679 4.01%
TOTAL COST 100.00% $87,462 $90.11 $5,597,573 $5,877,051 $94.61 $91,829 100.00%
Construction Cost Recap 70.49% $61,650 $63.52 $3,945,592 $4,159,337 $66.96 $64,990 70.77%
SOURCES OF FUNDS RECOMMENDED
Lancaster Pollard @ 5% 26.80% $23,438 $24.15 $1,500,000 $1,500,000 $1,500,000 Developer Fee Available
Lancaster Pollard @ 7.5% 0.09% $78 $0.08 5,000 5,000 16,385 $678,042
HTC Syndication Proceeds 78.10% $68,306 $70.38 4,371,587 4,371,587 4,360,666 % of Dev. Fee Deferred
Deferred Developer Fees 0.01% $7 $0.01 464 464 0 0%
Additional (Excess) Funds Req'd -4.99% ($4,367) ($4.50) (279,478) 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $5,597,573 $5,877,051 $5,877,051 $585,644
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Deer Creek Apartments, Levelland, HTC 9% #07117

DIRECT CONSTRUCTION COST ESTIMATE
Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Multiple Residence Basis

CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $1,500,000 Amort 480
Base Cost I $54.54 $3,388,033 Int Rate 5.00% DCR 1.29
Adjustments
Exterior Wall Finish 0.88% $0.48 $29,815 Secondary $5,000 Amort 480
Elderly 0.00 0 Int Rate 7.50% Subtotal DCR 1.29
9-Ft. Ceilings 0.00 0
Roofing 0.00 0 Additional Amort
Subfloor (1.24) (76,713) Int Rate Aggregate DCR 1.29
Floor Cover 2.43 150,942
Breezeways/Balconies $21.66 7,072 2.47 153,144 RECOMMENDED FINANCING STRUCTURE APPLICANT'S N
Plumbing Fixtures $805 144 1.87 115,920
Rough-ins $400 128 0.82 51,200 Primary Debt Service $85,607
Built-In Appliances $1,850 64 1.91 118,400 Secondary Debt Service 1,294
Interior Stairs $1,089 32 0.56 34,848 Additional Debt Service 0
Enclosed Corridors 0.00 0 NET CASH FLOW $30,419
Heating/Cooling 1.90 118,020
Garages/Carports 0.00 0 Primary $1,500,000 Amort 480
Comm &/or Aux Bldgs $69.10 2,780 3.09 192,091 Int Rate 4.90% DCR 137
Other: fire sprinkler $1.95 62,116 1.95 121,126
SUBTOTAL 70.78 4,396,826 Secondary $16,385 Amort 480
Current Cost Multiplier 0.98 (1.42) (87,937), Int Rate 7.50% Subtotal DCR 1.35
Local Multiplier 0.87 (9.20) (571,587)
TOTAL DIRECT CONSTRUCTION COSTS $60.17 $3,737,302 Additional $0 Amort 0
Plans, specs, survy, bld pr 3.90% ($2.35) ($145,755) Int Rate 0.00% Aggregate DCR 1.35
Interim Construction Interes| ~ 3.38% (2.03) (126,134)
Contractor's OH & Profit 11.50% (6.92) (429,790)|
NET DIRECT CONSTRUCTION COSTS $48.87 $3,035,624

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)

INCOME __at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $355,164 $365,819 $376,793 $388,097 $399,740 $463,408 $537,217 $622,782 $836,967
Secondary Income 6,912 7,119 7,333 7,553 7,780 9,019 10,455 12,120 16,289
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 362,076 372,938 384,126 395,650 407,520 472,427 547,672 634,902 853,256
Vacancy & Collection Loss (27,156) (27,970) (28,809) (29,674) (30,564) (35,432) (41,075) (47,618) (63,994)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME  $334,920 $344,968 $355,317 $365,976 $376,956 $436,995 $506,597 $587,285 $789,262

EXPENSES at 4.00%

General & Administrative $17,106 $17,790 $18,502 $19,242 $20,012 $24,347 $29,622 $36,040 $53,348
Management 16,746 17,248 17,766 18,299 18,848 21,850 25,330 29,364 39,463
Payroll & Payroll Tax 47,500 49,400 51,376 53,431 55,568 67,607 82,255 100,075 148,136
Repairs & Maintenance 20,000 20,800 21,632 22,497 23,397 28,466 34,634 42,137 62,373
Utilities 15,000 15,600 16,224 16,873 17,548 21,350 25,975 31,603 46,780
Water, Sewer & Trash 24,000 24,960 25,958 26,997 28,077 34,159 41,560 50,564 74,848
Insurance 12,500 13,000 13,520 14,061 14,623 17,791 21,646 26,336 38,983
Property Tax 30,000 31,200 32,448 33,746 35,096 42,699 51,950 63,205 93,560
Reserve for Replacements 16,000 16,640 17,306 17,998 18,718 22,773 27,707 33,710 49,898
Other 18,748 19,498 20,278 21,089 21,933 26,684 32,465 39,499 58,468
TOTAL EXPENSES $217,600 $226,137 $235,010 $244,232 $253,819 $307,728 $373,144 $452,533 $665,857
NET OPERATING INCOME $117,320 $118,831 $120,307 $121,744 $123,137 $129,267 $133,453 $134,751 $123,405

DEBT SERVICE

First Lien Financing $85,607 $85,607 $85,607 $85,607 $85,607 $85,607 $85,607 $85,607 $85,607
Second Lien 1,294 1,294 1,294 1,294 1,294 1,294 1,294 1,294 1,294
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $30,419 $31,931 $33,407 $34,844 $36,237 $42,367 $46,552 $47,851 $36,504
DEBT COVERAGE RATIO 135 137 1.38 1.40 142 1.49 154 155 1.42
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HTC ALLOCATION ANALYSIS -Deer Creek Apartments, Levelland, HTC 9% #07117

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $65,000 $65,000
Purchase of buildings
Off-Site Improvements
Sitework $280,000 $280,000 $280,000 $280,000
Construction Hard Costs $3,206,750 $3,035,624 $3,206,750 $3,035,624
Contractor Fees $488,250 $464,187 $488,145 $464,187
Contingencies $184,337 $165,781 $174,338 $165,781
Eligible Indirect Fees $228,500 $228,500 $228,500 $228,500
Eligible Financing Fees $142,550 $142,550 $142,550 $142,550
All Ineligible Costs $366,200 $366,200
Developer Fees $678,042
Developer Fees $680,000 $647,496 $647,496
Development Reserves $235,464 $202,234
TOTAL DEVELOPMENT COSTS $5,877,051 $5,597,573 $5,198,325 $4,964,139
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $5,198,325 $4,964,139
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $6,757,822 $6,453,380
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $6,757,822 $6,453,380
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $577,794 $551,764
Syndication Proceeds 0.8600 $4,968,984 $4,745,129
Total Tax Credits (Eligible Basis Method) $577,794 $551,764
Syndication Proceeds $4,968,984 $4,745,129
Requested Tax Credits $508,375
Syndication Proceeds $4,371,987
Gap of Syndication Proceeds Needed $4,360,666
Total Tax Credits (Gap Method) $507,059
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Project ID# 07117
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

Applicant Evaluation ||

Name: Levelland Deer Creek Apartments

HOME [ BOND [ ] HTF []

City: Levelland

SECO [] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

National Previous Participation Certification Received: N/A

Noncompliance Reported on National Previous Participation Certification:

Total # of Projectsmonitored: 3
Projects zerotonine. 3
grouped
by score

tentonineteen: O
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 5/23/2007

Portfolio Management and Compliance

Projectsin Material Noncompliance

Yes [ ] No [v]

# monitored with a score lessthan thirty: 3

# not yet monitored or pending review: 6

Single Audit
Not applicable
Review pending
No unresolved issues

OO0 K

Issues found regarding late cert
Issues found regarding late audit [ |
[]

Unresolved issues found that
warrant disqualification
(Comments attached)

HOME

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer M. Tynan
Date 5 /17/2007

Office of Colonia Initiatives

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 5 /18/2007

DNo
[ ] No

L ves

[]Yes

# in noncompliance:

Projects not reported  Yes
in application No

# of projects not reported

Portfolio Analysis
Not applicable
No unresolved issues
Not current on set-ups
Not current on draws

OO0 R

Not current on match

Date 5/21/2007

Real Estate Analysis
(Workout)
Not applicable
Review pending
No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer D. Burrell
Date 5/21/2007

Financial Administration

[

No delinquencies found
Delinquencies found

Reviewer Melissa M. Whitehead
Date 5/21/2007




fff;;, ﬁﬁﬂ.}_ MULTIFAMILY FINANCE DIVISION
"" - g e July 30, 2007
Tl Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Lakeside Apartments, TDHCA Number 07118
BASIC DEVELOPMENT INFORMATION
Site Address: 1 BIk E. of S. Jefferson St. & Tennison Rd. Development #: 07118
City: Mount Pleasant Region: 4 Population Served: General
County: Titus Zip Code: 75455 Allocation: Rural
HTC Set Asides: [J At-Risk [ Nonprofit ™ USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Mt. Pleasant Lakeside Apartments, L.P.
Owner Contact and Phone: Justin Zimmerman (417) 883-1632
Developer: Zimmerman Properties, LLC
Housing General Contractor: Zimmerman Properties Construction, LLC
Architect: Parker & Associates
Market Analyst: Apartment Market Data Research Services, LLC
Syndicator: CharterMac Capital
Supportive Services: Texas Inter-Faith Housing Corporation
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 63
7 0 0 56 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 1
0 15 37 12 0 0 Total Development Units: 64
Type of Building: Total Development Cost*: $6,059,996
] Duplex 4 units or more per building Number of Residential Buildings: 4
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
| Townhome | Transitional
*Note:_If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $520,342 $520,342
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant
Request (pending the Financial Feasibility Analysis).

7/23/2007 12:45 PM




- il MULTIFAMILY FINANCE DIVISION
- July 30, 2007

Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Lakeside Apartments, TDHCA Number 07118

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Eltife, District 1, S Points: 7 US Representative: Hall, District 4, NC

TX Representative: Homer, District 3, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]
Individuals and Businesses In Support: 4 In Opposition 0

Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 7

Independent Order of Odd Fellows Lodge #66 of Mt. Pleasant SorO: S
Rebekah Lodge # 127 of Mt. Pleasant SorO: S
Mount Pleasant Rotary Club SorO: S
Trinity Sor0O: S

General Summary of Comment:
Support received from elected officials and civic organizations.
CONDITIONS OF COMMITMENT

Receipt, review, and acceptance by cost certification of evidence that all Phase | ESA recommendations have been carried out and a third party
engineer's determination with regard to the potential flood impact for the portion of the site that is outside the FEMA mapped area.

Receipt, review and acceptance of documentation of approval by USDA of the proposed section 538 loan and interest rate subsidy.

Should the terms or amounts of the proposed debt or equity change, the transaction should be reevaluated and an adjustment to the credit amount
may be warranted.

Receipt of a commitment of funding from the Northeast Texas Housing Finance Corporation in the amount of $310,000, or a commitment from a
qualifying substitute source in an amount not less than $303,000, as required by §49.9(i)(5) of the 2007 QAP. The Local Political Subdivision must
attest to the fact that any funds committed were not first provided to the Local Political Subdivision by the Applicant, the Developer, Consultant,
Related Party or any individual or entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision or
subsidiary. If the terms or amount of funding are different than those of the source for which points were awarded, the Application may be
reevaluated for financial feasibility.

Receipt of a commitment of funding from Great Southern Bank in the amount of $125,000, or a commitment from a qualifying substitute source(s)
in an amount not less than $121,200, as required by §49.9(i)(25) of the 2007 QAP. The provider of funds must attest to the fact that they are not
the Applicant, the Developer, Consultant, Related Party or any individual or entity acting on behalf of the proposed Application and attest that none
of the funds committed were first provided to the entity by the Applicant, the Developer, Consultant, Related Party or any individual or entity acting
on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision. If the terms or amount of funding are different
than those of the source for which points were awarded, the Application may be reevaluated for financial feasibility.

7/23/2007 12:45 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Lakeside Apartments, TDHCA Number 07118

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score: 190 Meeting a Required Set-Aside Credit Amount*: $520,342
Recommendation: Competitive in USDA Allocation, and has a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Real Estate Analysis Division
Underwriting Report

REPORT DATE: 06/09/07 PROGRAM: 9% HTC FILE NUMBER: 07118

DEVELOPMENT

Lakeside Apartments

Location: 1 block East of South Jefferson Street and Tennison Road Region: 4

City: Mount Pleasant County: Titus Zip: 75455 QcCT DDA

Key Attributes: Multifamily, Family, New Construction, Rural, USDA

ALLOCATION
REQUEST* RECOMMENDATION
TDHCA Program Amount Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $520,342 $520,342

* Reduced from $522,100 by the Applicant during the underwriting process on 6/5/07

CONDITIONS

1 Receipt, review, and acceptance by cost certification of evidence that all Phase | ESA
recommendations have been carried out and a third party engineer's determination with regard to the
potential flood impact for the portion of the site that is outside the FEMA mapped area.

2 Receipt, review and acceptance by TDHCA before commencement of construction of a written
commitment from Great Southern Bank or acceptable alternative for the $125,000 interim construction
loan and listing the terms and conditions for such a loan.

3 Receipt, review and acceptance of documentation of approval by USDA of the proposed section 538
loan and interest rate subsidy.

4 Should the terms or amounts of the proposed debt or equity change, the transaction should be
reevaluated and an adjustment to the credit amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 7
60% of AMI 60% of AMI 56
PROS CONS

d The application along with 07175 Austin Place d The Applicant's high expense to income ratio
represent the first new tax credit developments only slightly less than the maximum guideline,
proposed in Mt. Pleasant and Titus County in 15 reflecting extensive deep rent targeting, but still
years. acceptable.

d The Applicant is anticipating use of low interest d The Primary Market Area used to derive demand
USDA 538 funding to make this otherwise is overly large as it unnecessarily encompasses
infeasible rural development viable. the entire county.
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PREVIOUS UNDERWRITING REPORTS

None
DEVELOPMENT TEAM
OWNERSHIP STRUCTURE
Mt. Pleasant Lakeside Apartments, LP
a to-be formed Missouri Limited Parinership
fd-units in Mi. Pleasant, TX
Mt Pleasant Lakeside Housing, LLC CharterMac Capital
a to=he formed Missonr LLC Limited Partner’
General Pariner 00,99%, pwnership
A1 % ownership
" Zimn rman... i O'Brien Companies, LLC
m LLc HUB, Member
Mumnging Member 10%: ewnership
| Kelly M. Holden
I GO 100 member
R |
Reboeca A, Zimmerman Justin & Leah
7 Revocabbe Trust oitd Fimmerman
55 25% mombor 5% members
I S T T T O T T O N T
CONTACT
Contact:  Justin ZiImmerman Phone: (417) 883-1632 Fax: (417) 883-6343
Email: jzimmerman@wilhoitproperties.com
KEY PARTICIPANTS
Name Net Assets Liquidity? # Completed Developments
Zimmerman Properties, LLC $10,930,411 $325,616 N/A
Zimmerman Investments, LLC Included with above N/A
Vaughn & Rebecca Zimmerman Confidential 9 HTC in TX
Justin & Leah Zimmerman Confidential 9 HTC in TX
O'Brien Companies, LLC $16,000 $16,000 N/A
Kelly M Holden Confidential 9 HTC in TX
1 Liquidity = Current Assets - Current Liabilities
20f9
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IDENTITIES of INTEREST

The Applicant, Developer, General Contractor, and property manager are related entities. These are
common relationships for HTC-funded developments.

PROPOSED SITE
SITE PLAN
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BUILDING CONFIGURATION
Building Type I I 1l \ Total
Floors/Stories 3 2 3 2 Buildings
Number 1 1 1 1 4
BR/BA SF Units Total Units | Total SF
1/1 712 5 10 15 10,680
2/2 964 15 4 10 8 37 35,668
3/2 1,131 4 8 12 13,572
Units per Building 20 8 20 16 64 59,920
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SITE ISSUES

Total Size: 5 acres Scattered site? Yes

Flood Zone: Zone C Within 100-yr floodplain? Yes

Zoning: C-Commercial Needs to be re-zoned? Yes |:| N/A
Comments:

According to the ESA provider, "A portion of the property is located in an area outside of the corporate
limits, therefore whether or not the entire property is located outside the 100 and 500 year flood plains
cannot be determined." (p.3)

TDHCA SITE INSPECTION

Inspector: Manufactured Housing Staff, TDHCA Staff Date:  4/26/2007

Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable
Surrounding Uses:

North:  vacant/undeveloped land and residential uses

South:  Hart Creek tributary and vacant/undeveloped land

East: vacant/undeveloped land and residential uses

West: vacant/undeveloped land, South Jefferson Avenue, and commercial uses

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider:  Kaw Valley Engineering, Inc Date:  3/22/2007

Recognized Environmental Concerns (RECs) and Other Concerns:

d "The areas of miscellaneous trash...should be cleaned up and disposed of properly prior to or with initial
site preparation operations." (p.10)

Comments:
"A portion of the property is located in an area outside of the corporate limits, therefore whether or not
the entire property is located outside the 100 and 500 year flood plains cannot be determined.” (p.3)
Receipt, review, and acceptance of evidence that all Phase | ESA recommendations have been
carried out and a third party engineer's determination with regard to the potential flood impact for the
portion of the site that is outside the FEMA mapped area is a condition of this report.

MARKET HIGHLIGHTS

Provider:  Apartment MarketData Date:  3/12/2007
Contact: Darrell Jack Phone: (210) 530-0040 Fax: (201) 340-5830
Number of Revisions: 1 Date of Last Applicant Revision: 6/6/2007

Primary Market Area (PMA): 425.87 square miles ~ 11.69 mile radius
"For this analysis, we utilized a 'primary market area' encompassing 425.87 square miles. The Primary
Market Area consists of all of Titus County."” (p. 31)

Secondary Market Area (SMA):
The market analyst did not define a secondary market.

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name Fle# | ow [ comp Name e | o@ Comp
Units Units Units  [2s%  Units
Austin Place 07175 76 76 No Secondary market
4 0of 9
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Austin Place is a proposed 9% HTC/HOME 76-unit development also targeting the general
population, located within the defined PMA boundaries. While these units were not considered by
the Market Analyst, the Underwriter has included these 76 units in the inclusive capture rate
calculation. The inclusion of these additional units, however, does not yield a capture rate that
exceeds the Department's maximum for rural properties.

INCOME LIMITS
Titus
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $9,300 $10,600 $11,950 $13,250 $14,300 $15,350
60 $18,540 $21,240 $23,880 $26,520 $28,620 $30,780
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type ;i:g’:; Dir:g:; Dgrtr:]aer: d D;zt:l] d Subject Units | Comparable| Capture Rate
(PMA)
1 BR/30% Rent Limit 430 2 432 2 0 0%
1 BR/60% Rent Limit 430 2 432 13 0 3%
2 BR/30% Rent Limit 430 2 432 4 8 3%
2 BR/60% Rent Limit 430 2 432 32 24 13%
3 BR/30% Rent Limit 430 2 432 1 0 0%
3 BR/60% Rent Limit 430 2 432 11 44 13%
OVERALL DEMAND
HoLasl:agheotlds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. 56 9,365 96% 9,024 9% 802 100% 802 65% 517
Underwriter 100% 9,334 93% 8,686 30% 2,569 26% 666 65% 430
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 56 96% -31 9% -3 100% -3 100% -3
Underwriter 93% 29 30% 8 26% 2 100% 2
INCLUSIVE CAPTURE RATE
Unstabilized | Unstabilized Total Inclusive
Subject Units| Comparable|Comparable| Total Supply| Demand Capture Rate
(PMA) (25% SMA) (W/25% of SMA)
Market Analyst p. 57 63 0 N/A 64 515 12.44%
Underwriter 63 76 139 432 32.18%

Primary Market Occupancy Rates:
"The current occupancy of the market area is 95.4% as a result of growing demand. According to the
household growth and employment growth methodologies, the forecast demand for new rental
apartment units is considered to be growing." (p.10)

Absorption Projections:
"Today, the PMA is 95.4% occupied overall. Based on occupancy rates currently reported by existing
projects, we opine that the market will readily accept the subject's units. Absorption over the previous
sixteen years for all unit types is estimated to be 76 units per year. We expect this to continue as the
number of new households continue to grow and as additional rental units become available." (p.11)
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RENT ANALYSIS (Tenant-Paid Net Rents)

Unit Type (% AMI) Proposed Rent ’\:;(?rﬁnr; Market Rent Und(;(r:\r/]:tlng Sav;agrigtver
1BR 712SF  30% $199 $201 $445 $201 $244
1BR 712SF  60% $445 $450 $460 $450 $10
2BR 964 SF 30% $237 $237 $535 $237 $298
2BR 964 SF  60% $535 $536 $545 $536 $9
3BR 1,131 SF  30% $270 $270 $615 $270 $345
3BR 1,131 SF  60% $615 $615 $620 $615 $5

It should be noted that the Market Analyst's market rents were based upon two units sizes for each
bedroom size, as the original plan called for a private interior staircase that resulted in slightly larger
square footage for the upstairs units compared to the downstairs units. The current square footages for
each bedroom size are in between the two original square footages but approximately 17 square feet
smaller than the average of the original units. The Market Analyst initially reflected a small difference in
achievable market rent for the two different square footages but the Underwriter used the higher
market rent conclusion as the current comparable market rent.

Market Impact:
"Due to the surrounding development and use, the analyst feels that there would be minimal social
resistance to developing the subject site as apartments. An apartment development would also help
with labor support for retail and industrial development in the immediate area, and would not
significantly impact neighborhood single-family housing. In fact, an apartment development would
have less of an impact on the existing housing than most other development types present in the sub-
market." (p.98)

Comments:
The Underwriter found the market study provided sufficient information on which to base a funding
recommendation.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 1 Date of Last Applicant Revision: 4/27/2007

The Underwriter utilized the lesser of the Market Analyst’s market rent conclusion or the rents calculated
by subtracting tenant-paid utility allowances as of October, 2006, maintained by Titus County, from the
2007 program gross rent limits. Tenants will be required to pay electric costs only. The Applicant’s
secondary income and vacancy and collection loss assumptions are in line with current TDHCA
underwriting guidelines; however, the Applicant has assumed the maximum HTC rents for the 60% two-
and three-bedroom units which the Market Analyst confirms are achievable. The Applicant's effective
gross income is within 5% of the Underwriter's estimate.

Expense: Number of Revisions: 1 Date of Last Applicant Revision: 5/22/2007

The Applicant’s revised total annual operating expense projection at $3,580 per unit is within 5% of the
Underwriter’s estimate of $3,539, derived from the TDHCA database, third-party data sources, and
historical operating expenses for Mill Creek Village, TDHCA #03028, for year end December 2006.

Conclusion:
The Applicant’s effective gross income total operating expense and net operating income are all within
5% of the Underwriter’s estimates; therefore, the Applicant's year one proforma will be used to
determine the development's debt capacity. The Applicant's proforma results in a Year One DCR above
the Department maximum of 1.35 when assuming their projected annual debt service figures. However,
based on the Underwriter's calculated annual debt service, the development would achieve a DCR
within the Department’s guideline of 1.15 to 1.35.
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Feasibility:
Both the Applicant's and the Underwriter's expense to income ratio are very high reflecting the
significant deep rent targeting proposed in the application. The Applicant's estimate is at 64.78%,
marginally below the 65% Department guideline. Because the Applicant's NOI is generally accepted,
the Applicant's expense to income ratio is also used and is acceptable. The underwriting 30-year
proforma utilizes a 3% annual growth factor forincome and a 4% annual growth factor for expenses in
accordance with current TDHCA guidelines. As noted above, the Applicant’s base year effective gross
income, expense and net operating income were utilized resulting in a debt coverage ratio that
remains above 1.15 and positive cashflow. Therefore, the development can be characterized as
feasible for the long term.

ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 15 acres $38,155 Tax Year: 2006
Existing Buildings: N/A Valuation by: Titus CAD
Total Assessed Value: $38,155 Tax Rate: 2.33868

EVIDENCE of PROPERTY CONTROL

Type: Commercial and Industrial Real Estate Sale Contract Acreage: 5
Contract Expiration: 8/31/2007 Valid Through Board Date? Yes |:| No
Acquisition Cost: $175,000 Other:

Seller:  David Huffman & Jerry Moody Related to Development Team? |:| Yes No

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 1 Date of Last Applicant Revision: 6/5/2007

Acquisition Value:
The site cost of $35,000 per acre or $2,734 per unit is assumed to be reasonable since the acquisition is
an arm’s-length transaction.

Off-Site Cost:
The Applicant claimed off-site costs of $45,000 for water and fire hydrants and offsite paving, and
provided sufficient third party certification through an architect to justify these costs.

Sitework Cost:
The Applicant’s claimed sitework costs of $4,375 per unit are within current Department guidelines.
Therefore, further third party substantiation is not required.

Direct Construction Cost:
The Applicant’s direct construction cost estimate is $26K or 1% higher than the Underwriter’s Marshall &
Swift Residential Cost Handbook-derived estimate.

Contingency & Fees:
The Applicant’s eligible contingency costs were adjusted down by $34,413 to meet the Department
guideline of 5% of eligible sitework and direct construction costs for new construction developments;
and contractor fees were reduced by $105. The Applicant’s developer’s fees are within the maximums
allowed by TDHCA guidelines.
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Reserves:
The Applicant indicated that as part of the financing for a USDA 538 loan the initial reserve requirement
is significantly larger than the norm. After correspondence it was determined that the Applicant had
added the USDA requirement to the TDHCA maximum guideline. The Applicant provided lender
confirmation that reserves will include: a 2% of total cost lease-up reserve, a 2% of loan amount
operating reserve and an initial reserve for replacement of $1,000 per unit. The Applicant's calculations
are slightly higher than the Underwriter's based on the Applicant's higher anticipated development
Costs.

Conclusion:
The Applicant’s total development cost is within 5% of the Underwriter’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 $5,264,484 supports annual tax credits of $585,147. This
figure will be compared to the Applicant’s request and the tax credits calculated based on the gap in
need for permanent funds to determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 1 Date of Last Applicant Revision:  6/6/2007
Source: CharterMac Capital Type: Interim Financing

Principal: $1,585,000 Interest Rate: 8.0% Fixed Term: 24 months
Source: Lancaster Pollard (USDA Loan) Type: Permanent Financing

Principal: $1,500,000 Interest Rate: 4.7% Fixed Amort: 480 months
Principal: $85,000 Interest Rate: 7.5% Fixed Amort: 480 months
Comments:

Interest rate: AFR for up to $1.5M; 7.5% for the remaining debt ($85K)

Source: Northeast Texas Housing Finance Corporation Type: LPS Loan Interim financing
Principal: $310,000 Conditions:
Comments:

Application made for this loan and several other interim loans described below that will have no direct
effect on the credit amount.

Amount: $125,000 from Great Southern Bank (no comm  Type: Bridge Loan

Amount: $125,000 from Kenneth A. Shwab Type: Private Interim Loan

Source: CharterMac Capital Type: Syndication

Proceeds: $4,474,000 Syndication Rate: 86% Anticipated HTC: $ 520,342
Comments:

The syndication price is at the low end of current market prices and any increase in rate could reduce
the final allocation of credits since there is little to no deferred developer fee to absorb excess
syndication proceeds.
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CONCLUSIONS

Condition:

The Applicant has not provided a written commitment from Great Southern Bank for the $125,000
interim construction loan. The need for this source of funds from a financial feasibility stand point is
unclear as the permanent sources could be altered to be more fully present during the construction
period. Regardless, it is a condition of this report that prior to commencement of construction, a written
commitment acceptable to TDHCA be provided by Great Southern Bank or an acceptable alternative,
for the purpose of interim construction funding and addressing the rates and terms stated in the
application or at rates and terms acceptable to TDHCA.

Recommended Financing Structure:

The Underwriter’s total development cost estimate less the permanent loan funds of $1,585,000 indicates
the need for $4,474,996 in gap funds. Based on the submitted syndication terms, a tax credit allocation
of $520,458 annually would be required to fill this gap in financing. Of the three possible tax credit
allocations, Applicant’s revised request ($520,342), the gap-driven amount ($520,458), and eligible basis-
derived estimate ($585,147), the Applicant’s revised request of $520,342 is recommended.

The Underwriter’s recommended financing structure indicates the need for $996 in additional
permanent funds. Deferred developer and contractor fees in this amount appear to be repayable from
development cashflow within one year of stabilized operation.

Underwriter: Date: June 9, 2007

Diamond Unique Thompson

Reviewing Underwriter: Date: June 9, 2007

Lisa Vecchietti

Director of Real Estate Analysis: Date: June 9, 2007

Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS
Lakeside Apartments, Mount Pleasant, 9% HTC #07118

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 30% 2 1 1 712 $248 $201 $402 $0.28 $47.06 $41.83
TC 60% 13 1 1 712 $497 450 5,849 0.63 47.06 41.83
TC 30% 4 2 2 964 $298 237 949 0.25 60.83 50.49
TC 60% 32 2 2 964 $597 536 17,157 0.56 60.83 50.49

EO 1 2 2 964 #N/A 0 0 0.00 60.83 50.49
TC 30% 1 3 2 1,131 $344 270 270 0.24 74.34 59.15
TC 60% 11 3 2 1,131 $689 615 6,761 0.54 74.34 59.15
TOTAL: 64 AVERAGE: 936 $490 $31,388 $0.52 $60.14 $50.08
INCOME Total Net Rentable Sq Ft: 59,920 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $376,658 $375,432 Titus 4
Secondary Income Per Unit Per Month: $9.00 6,912 6,912 $9.00 Per Unit Per Month
Other Support Income: 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $383,570 $382,344
Vacancy & Collection Loss 9% of Potential Gross Income: -7.50% (28,768) (28,680) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0
EFFECTIVE GROSS INCOME $354,802 $353,664
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 5.46% $303 0.32 $19,361 $16,937 $0.28 $265 4.79%

Management 5.00% 277 0.30 17,740 17,683 0.30 276 5.00%

Payroll & Payroll Tax 17.53% 972 1.04 62,196 62,196 1.04 972 17.59%

Repairs & Maintenance 4.66% 258 0.28 16,522 25,568 0.43 400 7.23%

Utilities 3.25% 180 0.19 11,546 18,000 0.30 281 5.09%

Water, Sewer, & Trash 7.09% 393 0.42 25,142 28,058 0.47 438 7.93%

Property Insurance 4.91% 272 0.29 17,404 14,997 0.25 234 4.24%

Property Tax 2.33868 8.44% 468 0.50 29,935 18,961 0.32 296 5.36%

Reserve for Replacements 4.51% 250 0.27 16,000 16,000 0.27 250 4.52%

TDHCA Compliance Fees 0.71% 39 0.04 2,520 2,560 0.04 40 0.72%

Other: Sup. Servs, cable 2.30% 128 0.14 8,160 8,160 0.14 128 2.31%

TOTAL EXPENSES 63.85% $3,539 $3.78 $226,525 $229,120 $3.82 $3,580 64.78%
NET OPERATING INC 36.15% $2,004 $2.14 $128,277 $124,544 $2.08 $1,946 35.22%
DEBT SERVICE
USDA - Lancaster Pollard 23.46% $1,301 $1.39 $83,250 $87,417 $1.46 $1,366 24.72%
Lancaster Pollard 1.89% $105 $0.11 6,712 7,197 $0.12 $112 2.03%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
NET CASH FLOW 10.80% $599 $0.64 $38,315 $29,930 $0.50 $468 8.46%
AGGREGATE DEBT COVERAGE RATIO 1.43 1.32
RECOMMENDED DEBT COVERAGE RATIO 1.35
CONSTRUCTION COST
Description Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 2.93% $2,734 $2.92 $175,000 $175,000 $2.92 $2,734 2.89%
Off-Sites 0.75% 703 0.75 45,000 45,000 0.75 703 0.74%
Sitework 4.69% 4,375 4.67 280,000 280,000 4.67 4,375 4.62%
Direct Construction 53.31% 49,694 53.08 3,180,421 3,206,750 53.52 50,105 52.92%
Contingency 5.00% 2.90% 2,703 2.89 173,021 208,750 3.48 3,262 3.44%
Contractor's Fees 14.00% 8.12% 7,570 8.09 484,459 488,250 8.15 7,629 8.06%
Indirect Construction 4.12% 3,842 4.10 245,900 245,900 4.10 3,842 4.06%
Ineligible Costs 5.06% 4,719 5.04 302,000 302,000 5.04 4,719 4.98%
Developer's Fees 14.96% 11.41% 10,641 11.37 681,000 681,000 11.37 10,641 11.24%
Interim Financing 3.16% 2,943 3.14 188,350 188,350 3.14 2,943 3.11%
Reserves 3.53% 3,294 3.52 210,803 238,996 3.99 3,734 3.94%
TOTAL COST 100.00% $93,218 $99.57 $5,965,954 $6,059,996 $101.13 $94,687 100.00%
Construction Cost Recap 69.02% $64,342 $68.72 $4,117,901 $4,183,750 $69.82 $65,371 69.04%
SOURCES OF FUNDS RECOMMENDED
USDA - Lancaster Pollard 25.14% $23,438 $25.03 $1,500,000 $1,500,000 $1,500,000 Developer Fee Available
Lancaster Pollard 1.42% $1,328 $1.42 85,000 85,000 85,000 $681,000
HTC Syndication Proceeds 74.99% $69,906 $74.67 4,474,000 4,474,000 4,474,000 % of Dev. Fee Deferred
Deferred Developer Fees 0.02% $16 $0.02 996 996 996 0%
Additional (Excess) Funds Req'd -1.58% ($1,469) ($1.57) (94,042) 0 O [ 15-Yr Cumulative Cash Flow
TOTAL SOURCES $5,965,954 $6,059,996 $6,059,996 $623,182
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Lakeside Apartments, Mount Pleasant, 9% HTC #07118

DIRECT CONSTRUCTION COST ESTIMATE
Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Multiple Residence Basis

CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $1,500,000 Amort 480
Base Cost | $5481] $3284,250 Int Rate 4.70% DCR 154
Adjustments
Exterior Wall Finish 0.88% $0.48 $28,901 Secondary $85,000 Amort 480
Elderly 0.00 0 Int Rate 7.50% Subtotal DCR 1.43
8-Ft. Ceilings 0.00% 0.00 0
Roofing 0.00 0 Additional Amort
Subfloor (1.08) (64,751) Int Rate Aggregate DCR 1.43
Floor Cover 2.43 145,606
Breezeways/Balconies $21.89 8,483 3.10 185,699 RECOMMENDED FINANCING STRUCTURE APPLICANT'S N
Plumbing Fixtures $805 147 1.97 118,335
Rough-ins $400 128 0.85 51,200 Primary Debt Service $85,607
Built-In Appliances $1,850 64 1.98 118,400 Secondary Debt Service 6,712
Exterior Stairs $1,800 18 0.54 32,400 Additional Debt Service 0
Enclosed Corridors $44.89 0.00 0 NET CASH FLOW $32,225
Heating/Cooling 1.90 113,848
Garages/Carports 0.00 0 Primary $1,500,000 Amort 480
Comm &/or Aux Bldgs $69.10 2,491 2.87 172,091 Int Rate 4.90% DCR 1.45
Other: fire sprinkler $1.95 59,920 1.95 116,844
SUBTOTAL 71.81 4,302,823 Secondary $85,000 Amort 480
Current Cost Multiplier 0.98 (1.44) (86,056) Int Rate 7.50% Subtotal DCR 1.35
Local Multiplier 0.93 (5.03) (301,198)
TOTAL DIRECT CONSTRUCTION COSTS $65.35 $3,915,569 Additional $0 Amort 0
Plans, specs, survy, bld prm|  3.90% ($2.55) ($152,707) Int Rate 0.00% Aggregate DCR 1.35
Interim Construction Interes|  3.38% (2.21) (132,150)
Contractor's OH & Profit 11.50% (7.51) (450,290)
NET DIRECT CONSTRUCTION COSTS $53.08 $3,180,421

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)

INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $375,432 $386,695 $398,296 $410,245 $422,552 $489,854 $567,875 $658,322 $884,730
Secondary Income 6,912 7,119 7,333 7,553 7,780 9,019 10,455 12,120 16,289
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 382,344 393,814 405,629 417,798 430,332 498,872 578,330 670,443 901,019
Vacancy & Collection Loss (28,680) (29,536) (30,422) (31,335) (32,275) (37,415) (43,375) (50,283) (67,576)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME ~ $353,664 $364,278 $375,207 $386,463 $398,057 $461,457 $534,955 $620,159 $833,442

EXPENSES at 4.00%

General & Administrative $16,937 $17,614 $18,319 $19,051 $19,813 $24,106 $29,329 $35,683 $52,819
Management 17,683 18,214 18,761 19,323 19,903 23,073 26,748 31,008 41,673
Payroll & Payroll Tax 62,196 64,684 67,271 69,962 72,761 88,524 107,703 131,038 193,968
Repairs & Maintenance 25,568 26,591 27,654 28,761 29,911 36,391 44,276 53,868 79,738
Utilities 18,000 18,720 19,469 20,248 21,057 25,620 31,170 37,923 56,136
Water, Sewer & Trash 28,058 29,180 30,348 31,561 32,824 39,935 48,587 59,114 87,503
Insurance 14,997 15,597 16,221 16,870 17,544 21,345 25,970 31,596 46,770
Property Tax 18,961 19,719 20,508 21,329 22,182 26,987 32,834 39,948 59,133
Reserve for Replacements 16,000 16,640 17,306 17,998 18,718 22,773 27,707 33,710 49,898
Other 10,720 11,149 11,595 12,059 12,541 15,258 18,564 22,585 33,432
TOTAL EXPENSES $229,120 $238,108 $247,450 $257,161 $267,254 $324,013 $392,888 $476,473 $701,070
NET OPERATING INCOME $124,544 $126,170 $127,756 $129,302 $130,803 $137,443 $142,067 $143,686 $132,373
DEBT SERVICE
First Lien Financing $85,607 $85,607 $85,607 $85,607 $85,607 $85,607 $85,607 $85,607 $85,607
Second Lien 6,712 6,712 6,712 6,712 6,712 6,712 6,712 6,712 6,712
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $32,225 $33,851 $35,437 $36,983 $38,484 $45,125 $49,748 $51,367 $40,054
DEBT COVERAGE RATIO 1.35 1.37 1.38 1.40 1.42 1.49 1.54 1.56 1.43
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HTC ALLOCATION ANALYSIS -Lakeside Apartments, Mount Pleasant, 9% HTC #07118

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $175,000 $175,000
Purchase of buildings
Off-Site Improvements $45,000 $45,000
Sitework $280,000 $280,000 $280,000 $280,000
Construction Hard Costs $3,206,750 $3,180,421 $3,206,750 $3,180,421
Contractor Fees $488,250 $484,459 $488,145 $484,459
Contingencies $208,750 $173,021 $174,338 $173,021
Eligible Indirect Fees $245,900 $245,900 $245,900 $245,900
Eligible Financing Fees $188,350 $188,350 $188,350 $188,350
All Ineligible Costs $302,000 $302,000
Developer Fees
Developer Fees $681,000 $681,000 $681,000 | $681,000
Development Reserves $238,996 $210,803
TOTAL DEVELOPMENT COSTS $6,059,996 $5,965,954 $5,264,483 $5,233,151
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $5,264,483 $5,233,151
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $6,843,827 $6,803,096
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $6,843,827 $6,803,096
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $585,147 $581,665
Syndication Proceeds 0.8598 $5,031,208 $5,001,264
Total Tax Credits (Eligible Basis Method) $585,147 $581,665
Syndication Proceeds $5,031,208 $5,001,264
Requested Tax Creditsl $520,342 I
Syndication Proceeds $4,474,000
Gap of Syndication Proceeds Needed $4,474,996
Total Tax Credits (Gap Method) $520,458

TCSheet Version Date 4/11/05tg

Page 1

07118 Lakeside Apartments.xls Print Date6/19/2007 2:24 PM




o DELORME Street Atlas USA® 2007 Plus

Data use subject to license. Scale 1 : 200,000
© 2006 DeLorme. Street Atlas USA® 2007 Plus.

www.delorme.com 1" =3.16 mi Data Zoom 10-0




Project ID# 07118
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

National Previous Participation Certification Received:

Noncompliance Reported on National Previous Participation Certification:

Total # of Projectsmonitored: 3
Projects zerotonine. 3
grouped
by score

tentonineteen: O
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 5/23/2007

Applicant Evaluation ||

Name: Lakeside Apartments

HOME [

City: Mt. Pleasant

BOND [ ] HTF [] SECO [ ] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

N/A ' No

[ ] No

L ves

[]Yes

Portfolio Management and Compliance

Projectsin Material Noncompliance

#in noncompliance: 0
Yes [ ] No
Projectsnot reported  Yes [ ]
# monitored with ascore lessthan thirty: 3 in application No
# not yet monitored or pending review: 6 # of projects not reported 0
Single Audit Portfolio Analysis
Not applicable Not applicable
Review pending [] No unresolved issues L]
No unresolved issues L] Not current on set-ups L]
Issues found regarding late cert [ Not current on draws U]
Issues found regarding late audit [ ] Not current on match [
Unresolved issues found that L]
warrant disqualification
(Comments attached)
Date 5/21/2007
HOME Real Edtate Analysis
(Workout)
Not applicable Not applicable [
Review pending [ Review pending [
No unresolved issues [ No unresolved issues
Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that | Unresolved issuesfound that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer M. Tynan Reviewer D. Burrell
Date 5 /17/2007 Date 5 /21/2007

Office of Colonia Initiatives Financial Administration

No delinquencies found
Delinquencies found L]

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 5 /18/2007 Date

Reviewer Melissa M. Whitehead
5/21/2007




ff'f;‘;," ":‘"I-, MULTIFAMILY FINANCE DIVISION
i b ": July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Tower Village, TDHCA Number 07123
BASIC DEVELOPMENT INFORMATION
Site Address: Park St. & Tower Rd. Development #: 07123
City: Nacogdoches Region: 5 Population Served: General
County: Nacogdoches Zip Code: 75961 Allocation: Rural
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Housing Associates of Nacogdoches I, Ltd.
Owner Contact and Phone: Robert Crow (936) 569-1151
Developer: Mgroup, LLC
Housing General Contractor: To Be Determined
Architect: Mgroup & Architects, Inc
Market Analyst: Ed Ipser & Associates, Inc.
Syndicator: Wachovia Securities
Supportive Services: Nacogdoches Housing Authority
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown: 30% 40% 50% 60% Total Restricted Units: 36
4 0 0 32 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 0 0 30 6 0 Total Development Units: 36
Type of Building: Total Development Cost*: $0
L] Triplex Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $545,417 $0
HOME Activity Fund Amount: $0 $0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).
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' Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Tower Village, TDHCA Number 07123

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Nichols, District 3, S Points: 7 US Representative: Gohmert, District 1, NC
TX Representative: Christian, District 9, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government

S, Larissa Philpot, Assistant City Planner

Individuals and Businesses In Support: 5 In Opposition 0
Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 7

Greater East Texas Community Action Program SorO: S
Nacogdoches Economic Development Corporation SorO: S
LOVE In the Name of Christ SorO: S
Kiwanis Club of Nacogdoches SorO: S
GODTEL Ministries SorO: S

General Summary of Comment:
Support received from elected officials and civic organizations.

CONDITIONS OF COMMITMENT

7/23/2007 12:51 PM
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Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Tower Village, TDHCA Number 07123

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: [ ] Score:187 [ ] Meeting a Required Set-Aside Credit Amount*: $0

Recommendation: Not Recommended: Due to forward commitments of credits made in 2006, funds available in sub-region are
insufficient to award any Application in sub-region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 12:51 PM




MULTIFAMILY FINANCE DIVISION
July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

King's Crossing Phase Il, TDHCA Number 07124

BASIC DEVELOPMENT INFORMATION

Site Address: 1505 E. Corral Development #: 07124
City: Kingsville Region: 10 Population Served: General
County: Kleberg Zip Code: 78363 Allocation: Rural
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC

HOME Set Asides:

] cHDO ] preservation General Acquisition: []

*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC

OWNER AND DEVELOPMENT TEAM

Owner: King's Crossing Partners, Ltd.
Owner Contact and Phone: Mark Musemeche (713) 522-4141
Developer: Mgroup, LLC
Housing General Contractor: To Be Determined
Architect: Mgroup & Architects, Inc
Market Analyst: Ed Ipser & Associates, Inc.
Syndicator: Wachovia Securities
Supportive Services: Community Action Corporation of South Texas
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 72
8 0 0 64 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 24 40 8 0 0 Total Development Units: 72
Type of Building: Total Development Cost*: $0
] Duplex 4 units or more per building Number of Residential Buildings: 6
L] Triplex ] Detached Residence HOME High Total Units: 1
] Fourplex ] Single Room Occupancy HOME Low Total Units:

[ ] Townhome

[ ] Transitional

*Note: If Development Cost = $0, an Underwriting Report has not been completed.

FUNDING INFORMATION

Applicant Department

Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $661,500 $0
HOME Activity Fund Amount: $125,000 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).
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' Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

King's Crossing Phase Il, TDHCA Number 07124

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Lucio, District 27, S Points: 7 US Representative: Ortiz, District 27, NC
TX Representative: Escobar, District 43, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]
Individuals and Businesses In Support: 8 In Opposition 0

Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 7

Knights of Columbus St. Martin's Council #2623 Sor0O: S
South Texas Youth Development Council SorO: S
Community Action Corporation of South Texas SorO: S
Kleberg Hispanic Chamber of Commerce SorO: S
Greater Kingsville Economic Development Corp SorO: S
Kingsville Noon Lions Club Sor0O: S
Kingsville Area Chamber of Commerce SorO: S
St. Vincent De Paul Society SorO: S

General Summary of Comment:
Support received from elected officials and civic organizations.

CONDITIONS OF COMMITMENT
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Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

King's Crossing Phase Il, TDHCA Number 07124

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:185 [ ] Meeting a Required Set-Aside Credit Amount*: $0

Recommendation: Not Recommended: Does not have a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0

HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation: Not being recommended for HOME funds because not being recommended for an HTC allocation.

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).
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D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Oak Timbers-Caplin Drive, TDHCA Number 07126
BASIC DEVELOPMENT INFORMATION
Site Address: 1301 Caplin Dr. & 4801 S. Collins St. Development #: 07126
City: Arlington Region: 3 Population Served: Elderly
County: Tarrant Zip Code: 76018 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Oak Timbers - Caplin Drive, L.P.
Owner Contact and Phone: A.V. Mitchell (817) 810-9337
Developer: A.V. Mitchell
Housing General Contractor: Cisco Construction
Architect: Southwest Architects, Inc.
Market Analyst: Ed Ipser & Associates, Inc.
Syndicator: SunAmerica Affordable Housing Partners
Supportive Services: Metroplex Senior Services
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown: 30% 40% 50% 60% Total Restricted Units: 112
12 0 0 100 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 56 56 0 0 0 Total Development Units: 112
Type of Building: Total Development Cost*: $12,574,000
L] Triplex ] Detached Residence HOME High Total Units: 0
Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $897,393 $897,393
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).
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Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Oak Timbers-Caplin Drive, TDHCA Number 07126

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Harris, District 9, S Points: 7 US Representative: Barton, District 6, NC
TX Representative: Zedler, District 96, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: S, Robert N. Cluck, M.D., Mayor Resolution of Support from Local Government [ ]
O, Jerry McCullough, Deputy Superintendent, Arlington

ISD

Individuals and Businesses In Support: 1 In Opposition 1

Quantifiable Community Participation Input:

Fitzgerald Concerned Citizens, Pat Struble Letter Score: 24 SorO: S

The development will make the are more attractive and will help the neighborhood with crime prevention by
providing additional lighting and fencing to the entrance of the neighborhood. The area is growing very
quickly, and the senior apartments will bring more stable residential development to the area.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:

Support received from elected officials and a qualified neighborhood organization. Limited opposition.
The primary reason cited for opposition to this development is overcrowding in the schools.

CONDITIONS OF COMMITMENT

Receipt, review, and acceptance by commitment of documentation verifying the appropriate re-zoning of the site for the use as planned.

Should the terms and rates of the proposed debt or syndication change, the transaction should be reevaluated and an adjustment to the
credit/allocation amount may be warranted.

Receipt of a commitment of funding from the Arlington Housing Finance Corporation in the amount of $650,000, or a commitment from a qualifying
substitute source in an amount not less than $628,700, as required by 849.9(i)(5) of the 2007 QAP. The Local Political Subdivision must attest to
the fact that any funds committed were not first provided to the Local Political Subdivision by the Applicant, the Developer, Consultant, Related
Party or any individual or entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision or
subsidiary. If the terms or amount of funding are different than those of the source for which points were awarded, the Application may be
reevaluated for financial feasibility.

Receipt of a commitment of funding from Forth Worth National Bank in the amount of $300,000, or a commitment from a qualifying substitute
source(s) in an amount not less than $251,480, as required by §49.9(i)(25) of the 2007 QAP. The provider of funds must attest to the fact that they
are not the Applicant, the Developer, Consultant, Related Party or any individual or entity acting on behalf of the proposed Application and attest
that none of the funds committed were first provided to the entity by the Applicant, the Developer, Consultant, Related Party or any individual or
entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision. If the terms or amount of funding are
different than those of the source for which points were awarded, the Application may be reevaluated for financial feasibility.
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Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Oak Timbers-Caplin Drive, TDHCA Number 07126

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:195 [ ] Meeting a Required Set-Aside Credit Amount*: $897,393
Recommendation: Has a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Real Estate Analysis Division
Underwriting Report

REPORT DATE:  06/21/07 PROGRAM: 9% HTC FILE NUMBER: 07126

DEVELOPMENT

Oak Timbers-Caplin Drive

Location: 1301 Caplin Drive and 4801 South Collins Street Region: 3

City: Arlington County: Tarrant Zip: 76018 |:| QCT |:| DDA

Key Attributes:  Multifamily, Seniors, New Construction, Urban/Exurban

ALLOCATION
REQUEST RECOMMENDATION
TDHCA Program Amount Interest [Amort/Term  Amount Interest Amort/Term
Housing Tax Credit (Annual) $897,393 $897,393
CONDITIONS

1 Receipt, review, and acceptance by commitment of documentation verifying the appropriate re-
zoning of the site for the use as planned.

2 Should the terms and rates of the proposed debt or syndication change, the transaction should be
re-evaluated and an adjustment to the credit/allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 12
60% of AMI 60% of AMI 100
PROS CONS
d There is relatively strong need for the d The development would need to capture a

proposed 2 bedroom elderly units targeted at majority of the projected market area
the 60% income level demand (i.e., capture rate exceeds 50%).

PREVIOUS UNDERWRITING REPORTS

None
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DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

Dak Timbers=Caplin Dirive, L.P,

{mamicr)
[ Caplin Dyive Senier Living, LLC 1 AV, Nlidcisell
[Cieneral Parine) [Lamisd P mroeerp
O (WP

i

-

AN, Mitchedl
(Sl Member [ Mansgerp
I, L R
CONTACT

Contact: A.V. Mitchell Phone: (817) 810-9337 Fax: (817) 810-9239
Email: avm@oaktimbers.net

KEY PARTICIPANTS

Name

Net Assets Liquidity?

# of Complete Developments

A.V. Mitchell

CONFIDENTIAL

6

1 Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

d The Applicant, Developer, General Contractor, and supportive services provider are related
entities. These are common relationships for HTC-funded developments.

This section intentionally left blank.
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PROPOSED SITE
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BUILDING CONFIGURATION

Building Type A Total
Floors/Stories 1 Buildings
Number 28 28
BR/BA SF Units Total Units | Total SF
1/1 668 2 56 37,408
2/2 930 2 56 52,080
Units per Building 4 112 89,488
SITE ISSUES
Total Size: 12.017 acres Scattered site?
Flood Zone: Zone X Within 100-yr floodplain?
Zoning: O, NS, CS Needs to be re-zoned? |:| N/A
Comments:

The property is presently zoned Office, (O), Neighborhood Service (NS) , and Community Service
(CS). The applicant is requesting a change in zoning to Planned Development for Multifamily.
Receipt, review, and acceptance by commitment of documentation verifying the appropriate re-
zoning of the site for the use as planned.

TDHCA SITE INSPECTION

Inspector: Manufactured Housing Staff Date: 5/4/2007

Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable
Surrounding Uses:

North: Residential, commercial, and retail uses

South: Vacant/undeveloped land

East: Residential uses
West:  An Airport
Comments:

Inspector: Site is in good location, 1-20 is within 1/2 mile and there are many fast food restaurants,
convenience stores and some retail shops within 1/2 mile of site. Across I-20 and East and West on
the service road of |-20 are many retail shops, car lots, restaurants, a hospital, a high school,
church, etc. These are all within a two mile radius of the site. There is a signal light (non-operational
at this time) at the intersection of Collins and Caplan making access safe. There is a senior assisted
living facility South of the site about 3/4 mile. The closest apartment complex is North on I-20 and
Arbrook, approximately 1.5 miles from the site. No safety hazards noted. Arlington airport is directly
across the street on the west side which may present noise issues.

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider: Honesty Environmental Services, Inc. Date: 2/17/2007

Recognized Environmental Concerns (RECs) and Other Concerns:
d None
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MARKET HIGHLIGHTS

Provider: Ipser & Associates

Date: 2/10/2007

Contact: Edward Ipser Phone: (817) 927-2838 Fax: (817) 927-0032

Number of Revisions: Date of Last Applicant Revision: N/A

Primary Market Area (PMA):
"The Market Area...encompasses 34 census tracts covering the south central part of Arlington.” (p.
2-13)

Secondary Market Area (SMA):
The Market Analyst did not define a secondary market.

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name File # Lc::iflsl %%Tf Name File # Lc:i?sl o Cu?wrirt]sp
Adington Villas (fka Hampton Vilas)| 03424 280 None
Parkview Townhomes| 03455 248 comp.
Addison Park Apartments| 03461 224 All are N/A
Providence @ Rush Creek | 03463 144 fi:?t”sy
Prairie Ranch Apartments| 05610 176
INCOME LIMITS
Tarrant
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $13,300 $15,200 $17,100 $19,000 $20,500 $22,050
60 $26,640 $30,420 $34,260 $38,040 $41,100 $44,100
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type ;ﬂ;?f& Dirivav:; Dgr:r:r: d D;rC:ZL d Subject Units| Comparabl| Capture Rate
e (PMA)
1 BR/30% Rent Limit 138 13 151 12 12 8%
1 BR/60% Rent Limit 138 13 151 44 44 29%
2 BR/60% Rent Limit 138 13 151 56 56 37%
OVERALL DEMAND
HoTuasreghE(!)tlds Household Size [ Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst Exb N-1 16,225 | 100% 16,225 | 20% 3,277 19% 623 26% 164
Underwriter 2% 17,148 | 100% 17,148 | 16% 2,762 10% 525 26% 138
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst Exb N-1 462 20% 93 19% 18 100% 18
Underwriter 100% 472 16% 76 19% 14 100% 14
DEMAND from OTHER SOURCES
Market Analyst Exb N-1 95
Underwriter 0
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INCLUSIVE CAPTURE RATE
Unstabilized | Unstabilized Total )
) . Inclusive
Subject Units| Comparabl | Comparabl | Total Supply| Demand Capture Rate
e (PMA) |e (25% SMA) (W/25% of SMA) p
Market Analyst p. 0 112 0 0 112 277 40.51%
Underwriter 112 0 0 112 152 73.46%

Primary Market Occupancy Rates:
In a letter dated June 19, 2007, the Market Analyst indicates, "...overall physical occupancy rates
within the subject's defined market area [are as follows]: 1Bd - 96.8% occupancy based on 22
vacancies in 692 units in four projects that provided both the number of units and vacancies by
unit type; 2Bd - 92.5% occupancy based on 29 vacancies in 386 units in four projects that provided
both the number of units and vacancies by unit type; 3Bd - 89.1% occupancy based on 6
vacancies in55 units in the two projects that offered three-bedroom floor plans and provided both
the number of units and vacancies by unit type."

Absorption Projections:
"Average absorption for the subject is estimated at 10 to 12 units per month, and it is expected that
an 9 to 10 month lease-up period will be required to achieve 92.5% occupancy of the 112 units." (p.
2-21)

RENT ANALYSIS (Tenant-Paid Net Rents)
. Program Underwriting | Savings Over
Unit Type (% AMI) Proposed Rent Maximum Market Rent Rent Market
1BR 668 SF 30% $246 $246 $670 $246 $424
1BR 668 SF 60% $603 $603 $670 $603 $67
2BR 930 SF 60% $714 $714 $880 $714 $166

Market Impact:
In a letter dated June 19, 2007, the Market Analyst indicates, "The high occupancy in both the
elderly [Independent Living Centers] and family complexes indicates that the proposed 112-unit
Oak Timbers will not have any significant impact on the existing elderly ILC complexes, nor the
family complexes where seniors may choose to relocate to a new elderly housing complex."

Comments:
The Underwriter found the market study provided sufficient information on which to base a funding
recommendation.

OPERATING PROFORMA ANALYSIS

0 Date of Last Applicant Revision: N/A

Income: Number of Revisions:

The Applicant’s projected rents collected per unit were calculated by subtracting tenant-paid
utility allowances as of January 1, 2007, maintained by The City of Arlington, from the 2007 program
gross rent limits. Tenants will be required to pay electric utility costs only. The Applicant’s vacancy
and collection loss assumptions are in line with current TDHCA underwriting guidelines; however,
secondary income assumptions are not, as the Applicant included an additional $5 per unit over
the $15 guideline. The Applicant indicated that this revenue would be from cable income and
provided income statements for two other properties by the developer to support these additional
amounts. The Underwriter's secondary income amount does not exceed the Department maximum
of $15 per unit. Despite this difference in secondary income, effective gross income is within 5% of
the Underwriter's estimate.
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Expense: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant’s total annual operating expense projection at $3,532 per unit is within 5% of the
Underwriter’s estimate of $3,695, derived from the TDHCA database, third-party data sources, and
actual operating history for Oak Timbers - White Settlement, TDHCA #01025, and Oak Timbers -
Grand Prairie for year-end December 2006.

The Applicant’s budget shows several line item estimates that deviate significantly when
compared to the database averages, specifically: General & Administrative ($11K lower), Payroll
and Payroll Tax ($14K higher), Repairs & Maintenance ($11K lower), and Utilities ($14K lower).
Additionally, it should be noted, the Applicant indicate that they are required by Fannie Mae to
make monthly deposits to the reserve account in the amount of $2,293, or approximately $215 per
unit. Current Department guidelines require a minimum of $250 per unit for replacement reserves.
Lastly, it appears the Applicant may have understated TDHCA compliance fees.

Conclusion:

The Applicant’s net operating income is not within 5% of the Underwriter’s estimates; therefore, the
Underwriter's year one proforma will be used to determine the development's debt capacity. The
proforma and estimated debt service result in a debt coverage ratio (DCR) within the current
underwriting guideline of 1.15 to 1.35.

Feasibility:
The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Underwriter’s base year effective gross income, expense and net operating income were utilized
resulting in a debt coverage ratio that remains above 1.15 and continued positive cashflow.
Therefore, the development can be characterized as feasible.

ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 12.0182 acres $523,513 Tax Year: 2006
Existing Buildings: $0 Valuation by: Tarrant CAD
Total Assessed Value: $523,513 Tax Rate: 2.904277

EVIDENCE of PROPERTY CONTROL

Type: Unimproved Commercial Property Contract Acreage: 12.017
Contract Expiration: 9/1/2007 Valid Through Board Date? Yes |:| No
Acquisition Cost: $1,170,000 Other:

Seller:  Landrith Family Ltd. Partnership Related to Development Team? |:| Yes No

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 0 Date of Last Applicant Revision: N/A

Acquisition Value:
The site cost of $97,362 per acre or $10,446 per unit is fairly high for an affordable multifamily
development but it is assumed to be reasonable since the acquisition is an arm’s-length
transaction.

Sitework Cost:
The Applicant’s claimed sitework costs of $8,004 per unit are within current Department guidelines.
Therefore, further third party substantiation is not required.
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Direct Construction Cost:
The Applicant’s direct construction cost estimate is within 5% of the Underwriter’s Marshall & Swift
Residential Cost Handbook-derived estimate.

Interim Interest Expense:
The Underwriter reduced the Applicant’s eligible interim financing fees by $66,725 to bring the
eligible interest expense down to one year of fully drawn interest expense. This results in an
equivalent reduction to the Applicant’s eligible basis estimate.

Contingency & Fees:
As a direct result of the adjustment to eligible interim interest expense, the Applicant’s developer’s
fee exceeds the TDHCA maximum guideline. The Applicant's eligible basis was adjusted down by
$6,909 to account for this overage.

Conclusion:
The Applicant’s total development cost is within 5% of the Underwriter’s estimate; therefore, the
Applicant’s cost schedule adjusted for overstated eligible costs will be used to determine the
development’s need for permanent funds and to calculate eligible basis. An eligible basis of
$10,910,366 supports annual tax credits of $932,836. This figure will be compared to the Applicant’s
request and the tax credits calculated based on the gap in heed for permanent funds to
determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 0 Date of Last Applicant Revision: N/A
Source: Arlington HFC Type: Interim Financing (Bridge Loan)
Principal: $650,000 Interest Rate: 4.9% Fixed Term: 12 months
Source: SunAmerica Type: Interim Financing (Bridge Loan)
Principal: $300,000 Interest Rate: 8.25% Fixed Term: L months
Source: Fort Worth National Bank Type: Interim Financing

Principal: $300,000 Interest Rate: 8.75% Fixed Term: L months
Comments:

Rate Index: Floating prime + 1/2 bps

Source: Stearns Bank Type: Interim Financing

Principal: M Interest Rate: 15% Fixed Term: 18 months
Source: Stearns Bank Type: Permanent Financing

Principal: $4,150,000 Interest Rate: 7.5% Fixed Amort: 480  months
Comments:

The loan will have a maturity of 180 months, with principal and interest payable monthly, beginning
30 davs from date of closina.

Source: SunAmerica Type: Syndication
Proceeds: $8,166,276 Syndication Rate: 91% Anticipated HTC: $ 897,393
Comments:

The syndication price is at the low end of current market prices and an increase in rate of two
cents could reduce the final allocation of credits since there is limited developer fee to absorb
excess syndication proceeds.

Amount:  $257,724 Type: Deferred Developer Fees
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CONCLUSIONS

Recommended Financing Structure:

The Underwriter’s total development cost estimate less the permanent loan of $4,150,000 indicates
the need for $8,424,000 in gap funds. Based on the submitted syndication terms, a tax credit
allocation of $925,807 annually would be required to fill this gap in financing. Of the three possible
tax credit allocations, Applicant’s request ($897,393), the gap-driven amount ($925,807), and
eligible basis-derived estimate ($932,836), the Applicant’s request for $897,393 is recommended.

The Underwriter’s recommended financing structure indicates the need for $258,541 in additional
permanent funds. Deferred developer fees in this amount appear to be repayable from
development cashflow within five years of stabilized operation.

Underwriter: Date: June 21, 2007

Diamond Unique Thompson

Reviewing Underwriter: Date: June 21, 2007

Lisa Vecchietti

Director of Real Estate Analysis: Date: June 21, 2007

Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Oak Timbers-Caplin Drive, Arlington, 9% HTC #07126

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 30% 12 1 1 668 $356 $246 $2,952 $0.37 $110.00 $49.00
TC 60% 44 1 1 668 $713 603 26,532 0.90 110.00 49.00
TC 60% 56 2 2 930 $856 714 39,984 0.77 142.00 53.00
TOTAL: 112 AVERAGE: 799 $620 $69,468 $0.78 $126.00 $51.00

INCOME Total Net Rentable Sq Ft: 89,488 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $833,616 $833,616 Tarrant 3
Secondary Income Per Unit Per Month: $15.00 20,160 26,880 $20.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $853,776 $860,496
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (64,033) (64,536) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $789,743 $795,960
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 4.96% $349 0.44 $39,133 $28,000 $0.31 $250 3.52%

Management 3.88% 274 0.34 30,656 31,863 0.36 284 4.00%

Payroll & Payroll Tax 12.80% 903 1.13 $101,091 115,000 1.29 1,027 14.45%

Repairs & Maintenance 5.33% 376 0.47 42,096 31,000 0.35 277 3.89%

Utilities 3.64% 256 0.32 28,710 15,000 0.17 134 1.88%

Water, Sewer, & Trash 5.12% 361 0.45 40,462 51,000 0.57 455 6.41%

Property Insurance 3.35% 236 0.30 26,470 26,880 0.30 240 3.38%

Property Tax 2.904277 9.21% 650 0.81 72,760 70,000 0.78 625 8.79%

Reserve for Replacements 3.55% 250 0.31 28,000 24,080 0.27 215 3.03%

TDHCA Compliance Fees 0.57% 40 0.05 4,480 2,800 0.03 25 0.35%

Other: 0.00% 0 0.00 0 0 0.00 0 0.00%

TOTAL EXPENSES 52.40% $3,695 $4.62 $413,858 $395,623 $4.42 $3,532 49.70%
NET OPERATING INC 47.60% $3,356 $4.20 $375,885 $400,337 $4.47 $3,574 50.30%
DEBT SERVICE
First Lien Mortgage 41.50% $2,926 $3.66 $327,719 $348,204 $3.89 $3,109 43.75%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 6.10% $430 $0.54 $48,166 $52,133 $0.58 $465 6.55%
AGGREGATE DEBT COVERAGE RATIO 1.15 1.15
RECOMMENDED DEBT COVERAGE RATIO 1.15
CONSTRUCTION COST

Description Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 9.47% $10,670 $13.35 $1,195,000 $1,195,000 $13.35 $10,670 9.50%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 7.10% 8,004 10.02 896,500 896,500 10.02 8,004 7.13%
Direct Construction 43.94% 49,513 61.97 5,545,435 5,500,000 61.46 49,107 43.74%
Contingency 4.94% 2.52% 2,839 3.55 318,000 318,000 3.55 2,839 2.53%
Contractor's Fees 13.83% 7.06% 7,955 9.96 891,000 891,000 9.96 7,955 7.09%
Indirect Construction 8.15% 9,183 11.49 1,028,500 1,028,500 11.49 9,183 8.18%
Ineligible Costs 2.47% 2,783 3.48 311,725 311,725 3.48 2,783 2.48%
Developer's Fees 15.00% 11.33% 12,767 15.98 1,429,907 1,430,000 15.98 12,768 11.37%
Interim Financing 6.76% 7,619 9.54 853,275 853,275 9.54 7,619 6.79%
Reserves 1.19% 1,339 1.68 150,000 150,000 1.68 1,339 1.19%
TOTAL COST 100.00% $112,673 $141.02 $12,619,342 $12,574,000 $140.51 $112,268 100.00%
Construction Cost Recap 60.63% $68,312 $85.50 $7,650,935 $7,605,500 $84.99 $67,906 60.49%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage 32.89% $37,054 $46.37 $4,150,000 $4,150,000 $4,150,000 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $1,423,091
HTC Syndication Proceeds 64.71% $72,913 $91.26 8,166,276 8,166,276 8,165,459 % of Dev. Fee Deferred
Deferred Developer Fees 2.04% $2,301 $2.88 257,724 257,724 258,541 18%
Additional (Excess) Funds Req'd 0.36% $405 $0.51 45,342 0 0 15-Yr Cumulative Cash Flow
TOTAL SOURCES $12,619,342 | $12,574,000 | $12,574,000 $1,490,540

TCSheet Version Date 6/5/06tg
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

DIRECT CONSTRUCTION COST ESTIMATE

Oak Timbers-Caplin Drive, Arlington, 9% HTC #07126

Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Townhome Basis
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $4,150,000 Amort 480
Base Cost | $69.18 |  $6,190,755 Int Rate 7.50% DCR 115
Adjustments
Exterior Wall Finish 6.10% $4.22 $377,636 Secondary $0 Amort
Elderly 3.00% 2.08 185,723 Int Rate Subtotal DCR 1.15
9-Ft. Ceilings 0.00 0
Roofing 0.00 0 Additional $8,166,276 Amort
Subfloor (1.85) (165,553) Int Rate Aggregate DCR 1.15
Floor Cover 3.08 275,623
Balconies $22.27 4,408 1.10 98,173 RECOMMENDED FINANCING STRUCTURE:
Plumbing Fixtures $965 0 0.00 0
Rough-ins $425 112 0.53 47,600 Primary Debt Service $327,719
Built-In Appliances $2,425 112 3.04 271,600 Secondary Debt Service 0
Exterior Stairs 0.00 0 Additional Debt Service 0
Enclosed Corridors 0.00 0 NET CASH FLOW $48,166
Heating/Cooling 243 217,456
Garages/Carports 0.00 0 Primary $4,150,000 Amort 480
Comm &/or Aux Bldgs $65.36 3,966 2.90 259,228 Int Rate 7.50% DCR 115
Other: fire sprinkler $1.95 0.00 0
SUBTOTAL 86.70 7,758,240 Secondary $0 Amort 0
Current Cost Multiplier 0.98 (1.73) (155,165) Int Rate 0.00% Subtotal DCR 1.15
Local Multiplier 0.90 (8.67) (775,824)
TOTAL DIRECT CONSTRUCTION COSTS $76.29 $6,827,252 Additional $8,166,276 Amort 0
Plans, specs, survy, bld pri|  3.90% ($2.98) ($266,263) Int Rate 0.00% Aggregate DCR 1.15
Interim Construction Intereg  3.38% (2.57) (230,420)
Contractor's OH & Profit 11.50% (8.77) (785,134)
NET DIRECT CONSTRUCTION COSTS| $61.97 $5,545,435
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $833,616 $858,624 $884,383 $910,915 $938,242 $1,087,680 $1,260,919 $1,461,751 $1,964,471
Secondary Income 20,160 20,765 21,388 22,029 22,690 26,304 30,494 35,351 47,508
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 853,776 879,389 905,771 932,944 960,932 1,113,984 1,291,413 1,497,101 2,011,979
Vacancy & Collection Loss (64,033) (65,954) (67,933) (69,971) (72,070) (83,549) (96,856) (112,283) (150,898)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME ~ $789,743 $813,435 $837,838 $862,973 $888,862 $1,030,435 $1,194,557 $1,384,819 $1,861,081
EXPENSES at 4.00%
General & Administrative $39,133 $40,698 $42,326 $44,019 $45,780 $55,699 $67,766 $82,447 $122,042
Management 30,656 31,576 32,523 33,499 34,503 39,999 46,370 53,755 72,243
Payroll & Payroll Tax 101,091 105,134 109,340 113,713 118,262 143,884 175,056 212,983 315,267
Repairs & Maintenance 42,096 43,780 45,531 47,353 49,247 59,916 72,897 88,690 131,283
Utilities 28,710 29,858 31,053 32,295 33,587 40,863 49,717 60,488 89,537
Water, Sewer & Trash 40,462 42,081 43,764 45,515 47,335 57,590 70,068 85,248 126,188
Insurance 26,470 27,529 28,630 29,775 30,967 37,675 45,838 55,769 82,552
Property Tax 72,760 75,670 78,697 81,845 85,118 103,560 125,996 153,293 226,912
Reserve for Replacements 28,000 29,120 30,285 31,496 32,756 39,853 48,487 58,992 87,322
Other 4,480 4,659 4,846 5,039 5,241 6,376 7,758 9,439 13,972
TOTAL EXPENSES $413,858 $430,106 $446,994 $464,549 $482,796 $585,415 $709,952 $861,104 $1,267,317
NET OPERATING INCOME $375,885 $383,329 $390,844 $398,424 $406,067 $445,020 $484,605 $523,714 $593,764
DEBT SERVICE
First Lien Financing $327,719 $327,719 $327,719 $327,719 $327,719 $327,719 $327,719 $327,719 $327,719
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $48,166 $55,610 $63,125 $70,705 $78,347 $117,301 $156,886 $195,995 $266,045
DEBT COVERAGE RATIO 1.15 1.17 1.19 1.22 1.24 1.36 1.48 1.60 1.81
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HTC ALLOCATION ANALYSIS -Oak Timbers-Caplin Drive, Arlington, 9% HTC #07126

TCSheet Version Date 4/11/05tg

Page 1

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $1,195,000 $1,195,000
Purchase of buildings
Off-Site Improvements
Sitework $896,500 $896,500 $896,500 $896,500
Construction Hard Costs $5,500,000 $5,545,435 $5,500,000 $5,545,435
Contractor Fees $891,000 $891,000 $891,000 $891,000
Contingencies $318,000 $318,000 $318,000 $318,000
Eligible Indirect Fees $1,028,500 $1,028,500 $1,028,500 $1,028,500
Eligible Financing Fees $853,275 $853,275 $853,275 $853,275
All Ineligible Costs $311,725 $311,725
Developer Fees $1,423,091
Developer Fees $1,430,000 $1,429,907 $1,429,907
Development Reserves $150,000 $150,000
TOTAL DEVELOPMENT COSTS $12,574,000 $12,619,342 $10,910,366 $10,962,617
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $10,910,366 $10,962,617
High Cost Area Adjustment 100% 100%
TOTAL ADJUSTED BASIS $10,910,366 $10,962,617
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $10,910,366 $10,962,617
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $932,836 $937,304
Syndication Proceeds 0.9099 $8,487,961 $8,528,611
Total Tax Credits (Eligible Basis Method) $932,836 $937,304
Syndication Proceeds $8,487,961 $8,528,611
Requested Tax Creditsl $897,393 I
Syndication Proceeds $8,165,459
Gap of Syndication Proceeds Needed $8,424,000
Total Tax Credits (Gap Method) $925,807

07126 Oak Timbers-Caplin Drive.xls Print Date6/21/2007 2:23 PM
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| Applicant Evaluation |

Project ID# 07126 Name: Qak Timbers-Caplin Drive

LIHTC 9% LIHTC 4% | HOME [] BOND [ HTF ]

L] No Previous Participation in Texas

National Previous Participation Certification Received: VI N/A

Noncompliance Reported on National Previous Participation Certification:

SECO [

City:

ESGP ]

[ 1 Members of the development team have been disbarred by HUD

i Projects in Material Noncompliance

| Total # of Projects monitored: 4
No v}

| T { Yes [

Portfolio Management and Compliance

[ Yes “I'No
(] Yes L1 No
# in noncompliance: 0

[}

Projects not reported  Yes ||

Other! |

\ Projects zero o nine: 4
( grouped ten 1o nineteen: # monitored with a scorc less than thirty: 4 in application No W
by score twenty to twenty-nine: 0 # not yet monitored or pending review: 2 # of projects not reported 0
Portfolio Monitoring Single Audit Portfolio Analysis . !
Not applicable ] Not applicable : W Not applicable M o
Review pending Ul Review pending b No unresolved issues []
No unresotved issues Cl No unresolved issues I Not current on set-ups L)
i Unresolved issues found i Issues found regarding late cert :7‘ Not current on draws L] [
‘l Unresolved issues found that [ Issues found regarding late audit ' | Net current on match P
} warrant disqualification Unresolved issues found that Ll
| (Comments attached) warrant disqualification
| {Comments attached)
Reviewedby _Patricia Murphy Date 512172007
i Multifamily Finance Production i HOME : Real Estate Analysis |
i i i (Workout) |
! Not applicable U i Not-applicable V) Not applicable Ll
Review pending (1 ‘ Review pending L] | Review pending L
No unresolved issues v ‘ No unresolved issues [ | No unresolved issues - v
Unresolved issues found (] ‘ Unresolved issues found L! Unresolved issues found C
| M

Umresolved issues found that
warrant disqualification
(Comments attached)

Unresolved issues found that [ !
warrant disqualification - |
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

3 Reviewer M. Tynan
Date 5 NM712007

Unresolved issues found that L1
warrant disqualification
(Comments attached)

Reviewer

Date

9. Burrell
5121/2007

Community Affairs Office of Colonia Initiatives

No relationship v Not applicable v
Review pending O Review pending L1
No unresolved issues L No unresolved issues L
Unresolved issues found O Unresolved issues found Ll
Unresolved issues found that [ Unresolved issues found that [

warrant disqualification
(Comments attached)

Reviewer RAUL GOI_\IZALE__S”
5 /18/2007

warrant disqualification
(Commcenis attached)

Reviewer EEF
Date 5 /23/2007

Date

Financial Administration

No detinquencies found v

M

Delinquencies found (-

Reviewer Melissa M. Whitehead

Date 5 /3072007

_ _



fj'f;‘?" ":‘"I-, MULTIFAMILY FINANCE DIVISION
i b ": July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
StonelLeaf at Dalhart, TDHCA Number 07131
BASIC DEVELOPMENT INFORMATION
Site Address: 1719 E. 1st St. Development #: 07131
City: Dalhart Region: 1 Population Served: General
County: Dallam Zip Code: 79022 Allocation: Rural
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Stoneleaf & Dalhart, LP
Owner Contact and Phone: Mike Sugrue (903) 887-4344
Developer: Stone Leaf Development, LLC
Housing General Contractor: Stone Leaf Builders, LLC
Architect: Architettura-Inc.
Market Analyst: Apartment Market Data Research Services, LLC
Syndicator: Alliant Capital
Supportive Services: To Be Determined
Consultant: The Youngs Company
UNIT/BUILDING INFORMATION
Unit Breakdown: 30% 40% 50% 60% Total Restricted Units: 76
8 0 0 68 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 16 44 16 0 0 Total Development Units: 76
Type of Building: Total Development Cost*: $0
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $707,970 $0
HOME Activity Fund Amount: $0 $0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).

7/23/2007 12:53 PM




Py MULTIFAMILY FINANCE DIVISION

el L W July 30, 2007

' Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

StonelLeaf at Dalhart, TDHCA Number 07131

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Seliger, District 31, S Points: 7 US Representative: Thornberry, District 13, NC
TX Representative: Smithee, District 86, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]

S, David Swinford, State Representative District 87

S, Todd Staples, Commissioner

Individuals and Businesses In Support: 5 In Opposition 0
Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 7

Dalhart Senior Citizens Association, Inc. SorO: S
Dalhart Lions Club #646 SorO: S
Dalhart Elks Lodge #2390 SorO: S
Dalhart Rotary Club SorO: S
Dalhart Area Chamber of Commerce SorO: S

General Summary of Comment:

Support received from elected officials and civic organizations. Received supportive comments during public comment
period at June and July Board meetings. Commenters requested a forward commitment of 2008 tax credits.

CONDITIONS OF COMMITMENT

7/23/2007 12:53 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

StonelLeaf at Dalhart, TDHCA Number 07131

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:185 [ ] Meeting a Required Set-Aside Credit Amount*: $0
Recommendation: Not Recommended: Does not have a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 12:53 PM




fj'f;‘?" ":‘"I-, MULTIFAMILY FINANCE DIVISION
i b ": July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
StonelLeaf at Tye, TDHCA Number 07133
BASIC DEVELOPMENT INFORMATION
Site Address: 649 Scott St. Development #: 07133
City: Tye Region: 2 Population Served: Intg
County: Taylor Zip Code: 79563 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: StonelLeaf at Tye, LP
Owner Contact and Phone: Mike Sugrue (903) 887-4344
Developer: Stone Leaf Development, LLC
Housing General Contractor: Stone Leaf Builders, LLC
Architect: Architettura-Inc.
Market Analyst: Apartment Market Data Research Services, Inc.
Syndicator: Alliant Capital
Supportive Services: To Be Determined
Consultant: The Youngs Company
UNIT/BUILDING INFORMATION
Unit Breakdown: 30% 40% 50% 60% Total Restricted Units: 118
12 0 0 106 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 40 62 16 0 0 Total Development Units: 118
Type of Building: Total Development Cost*: $9,713,603
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $799,605 $787,592
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).

7/23/2007 12:55 PM




—a ¥ MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

StonelLeaf at Tye, TDHCA Number 07133

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Fraser, District 24, S Points: 7 US Representative: Neugebauer, District 19, NC
TX Representative: King, District 71, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: S, Butch Schuman, Mayor City of Tye Resolution of Support from Local Government [ ]

S, Harold Boyd, Tye City Council Place 4

Individuals and Businesses In Support: 1 In Opposition 0
Quantifiable Community Participation Input:

Gardens of Tye Neighborhood Association, Johnny Warren Letter Score: 24 SorO: S

The Neighborhood Association supports the project because we are confident that we will have many more
people in line for these rental units prior to the time the development opens. We also are in need o f safe,
modern, and affordable places for our seniors to live. We are in need of high quality multifamily housing.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:
Support received from elected officials and a qualified neighborhood organization.
CONDITIONS OF COMMITMENT

Confirmation that StoneLeaf at Tye continues to have a higher score than 07285 Anson Park Seniors and that only one of these two developments
is approved for funding. Should StoneLeaf at Tye not be the higher scoring application, it would not be recommended.

Receipt review and acceptance by carryover of a revised site plan reflecting the separate buildings for leasing, separate and specific security
measures for seniors and any other documentation necessary to reflect that the subject meets the definition of an intergenerational housing
development.

Receipt, review and acceptance by commitment of final approval of a change in zoning to allow for the development as proposed.

Receipt, review and acceptance of a noise assessment specific to the development site, indicating the acceptability of noise levels based on HUD
guidelines for housing developments. Any recommendations of the report with regards to mitigating potential noise issues must be incorporated
into a development plan also submitted by carryover. Regardless of the findings of the noise assessment, at minimum, installation of sound
attenuation materials as recommended by the Air Force Civil Engineering study is required and evidence of plans to include such in construction of
the proposed development must be received by carryover.

Receipt, review and acceptance of proof of abandonment of the two (2) pipeline easements, or proof that no structures or buildings will be
constructed on the easements.

The entire 20.17 acres must be included in and restricted to all of the normal terms and conditions in the Land Use Restriction Agreement for this
development.

Should the terms and rates of the proposed debt or syndication change, the transaction should be reevaluated and an adjustment to the
credit/allocation amount may be warranted.

7/23/2007 12:55 PM
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iy 8 S July 30, 2007

Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

StonelLeaf at Tye, TDHCA Number 07133

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: [ ] Score:198 [ ] Meeting a Required Set-Aside Credit Amount*: $787,592

Recommendation: Recommended because without this award included, this sub-region's allocation shortfall would have been a
significant portion of their total targeted sub-regional allocation when tax credits are collapsed within Region 2.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 12:55 PM




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

REPORT DATE: 07/08/07 PROGRAM: 9% HTC FILE NUMBER: 07133

DEVELOPMENT

StonelLeaf at Tye

Location: 649 Scott Street Region: 2
City: Tye County: Taylor Zip: 79563 |:| QCT |:| DDA
Key Attributes: Multifamily, Intergenerational, New Construction, Urban/Exurban

ALLOCATION

REQUEST RECOMMENDATION

TDHCA Program Amount Interest | Amort/Term| Amount Interest |[Amort/Term
Housing Tax Credit (Annual) $799,605 $787,592

CONDITIONS

1 Confirmation that StonelLeaf at Tye continues to have a higher score than 07285 Anson Park Seniors and
that only one of these two developments is approved for funding. Should Stoneleaf at Tye not be the
higher scoring application, it would not be recommended.

2 Receipt review and acceptance by carryover of a revised site plan reflecting the separate buildings for
leasing, separate and specific security measures for seniors and any other documentation necessary to
reflect that the subject meets the definition of an intergenerational housing development.

3 Receipt, review and acceptance by commitment of final approval of a change in zoning to allow for
the development as proposed.

4 Receipt, review and acceptance of a noise assessment specific to the development site, indicating the
acceptability of noise levels based on HUD guidelines for housing developments. Any
recommendations of the report with regards to mitigating potential noise issues must be incorporated
info a development plan also submitted by carryover. Regardless of the findings of the noise
assessment, at minimum, installation of sound attenuation materials as recommended by the Air Force
Civil Engineering study is required and evidence of plans to include such in construction of the
proposed development must be received by carryover.

5 Receipt, review and acceptance of proof of abandonment of the two (2) pipeline easements, or proof
that no structures or buildings will be constructed on the easements.

6 The entire 20.17 acres must be included in and restricted to all of the normal terms and conditions in the
Land Use Restriction Agreement for this development.

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

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Target Population Number of Units
30% of AMI 30% of AMI Elderly 6
30% of AMI 30% of AMI Family 6
60% of AMI 60% of AMI Elderly 48
60% of AMI 60% of AMI Family 58
PROS CONS

= The subject represents the first intergenerational
development in Abilene that will put seniors units
and family units in close proximity to each other.

of 76%.

= The market for 2 bedroom seniors units at 60%
AMIl is somewhat saturated with a capture rate

PREVIOUS UNDERWRITING REPORTS

No previous reports.

DEVELOPMENT TEAM
OWNERSHIP STRUCTURE
StonelLeaf at Tye, LP
(TBF)
Applicant
|
| |
Solutions Plus, Inc. Alliant Capital
0.01% 99.99%
General Partner Limited Partner
L
L _I
J.M. Sugrue Victoria Sugrue
50% 50%
Principal Principal
CONTACT
Contact:  Mike Sugrue Phone: (903) 887-4344 Fax: (903) 887-4355
Email: MSurgue@Hotmail.com
KEY PARTICIPANTS
Name Net Assets Liguidity’ # of Complete Developments
Solutions Plus, Inc. $103K $42K 0
J.M. Sugrue Confidential N/A 7
Victoria Sugrue Confidential N/A 0

! Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

The Applicant, Developer and General Contractor are related entities. These are common relationships

for HTC-funded developments.
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PROPOSED SITE

SITE PLAN

 Ctoneleaf af Tye
_ @z"@——"-— -_.,_‘;& S

Seniors |
One Story |
C
|III
f
;
'\ Family
L J
\ . Two Story
\'.I Y _' ;
\'\ '. - L I - . { Irl
R architettura
BUILDING CONFIGURATION
Building Type A B C D Total
Floors/Stories 1 1 2 Buildings
Number ) 5 4 4 19
BR/BA SF Units Total Units |  Total SF
1/1 700 4 24 16,800
1/1 700 4 16 11,200
2/1 924 ) 30 27,720
2/2 900 4 4 32 28,800
3/2 1,065 4 16 17.040
Units per Building 4 6 8 8 118 101,560

The site plan reflects one common area building and no additional or unique security to set off the age
restricted units from the family units to meet the definition of Intergenerational housing in the QAP 10
TAC §49.3 (53). The building plans reflect that the single leasing building will be split into two parts with a
seniors leasing office and a family leasing office. Receipft, review and acceptance of a revised site
plan reflecting separate buildings for leasing, separate and specific security measures for seniors and
any other documentation necessary to reflect that the subject meets the definition of an
intergenerational housing development is a condition of this report that must be met by carryover.
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SITE ISSUES

Total Size: 20.17  acres Scattered site? . Yes No

Flood Zone: X Within 100-yr floodplain? . Yes No

Zoning: Ag/Industrial Needs to be re-zoned? Yes . No |:| N/A

Comments:
The Department received a letter from the 7th Civil Engineering Squadron of Dyess Air Force Base (AFB)
stating, "The site for the proposed development lies within the 75-80 dB DNL noise contours associated
with the flying mission of Dyess Air Force Base. The eastern edge of the property lies within Accident
Potential Zone I...we cannot support the proposed project." Dyess AFB Air Installation Compatible Use
Zone summary brochure dated November 2000 defines APZ | as "an area...that possesses a significant
potential for accidents." and further states, "While aircraft accident potential in APZs I...does not warrant
acquisition by the Air Force, land use planning and controls are strongly encouraged in these areas for
the protection of the public." Suggested compatible land uses specifically exclude residential
development.

The proposed site is not zoned for residential use and it is not known if the zoning commission takes into
account the recommendations of Dyess Air Force Base in accepting or refusing zoning changes.
Therefore, receipt, review and acceptance by commitment of final approval of a change in zoning to
allow for the development as proposed is a condition of this report.

Receipt, review and acceptance of a noise assessment specific to the development site, indicating the
acceptability of noise levels based on HUD guidelines for housing developments is also a condition of
this report. Any recommendations of the report with regards to mitigating potential noise issues must be
incorporated into the development plan. Regardless of the findings of the noise assessment, however,
the recommendations of this report is conditioned on, at minimum, installation of sound attenuation
materials as recommended by the Air Force Civil Engineering study for 70-75 dB contours (NOTE: the
subject lies in the 75-80 dB contour) and evidence of plans to include such in construction of the
proposed development must be received by carryover.

TDHCA SITE INSPECTION

Inspector:  Manufactured Housing Staff Date:  5/3/2007

Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable
Surrounding Uses:

North:  City of Tye, residential, commercial & retail

East: Mobile home park & abandoned railroad spur

South:  Commercial properties

West: Commercial properties

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider:  Enprotec/Hibbs & Todd Date:  3/1/2007

Recognized Environmental Concerns (RECs) and Other Concerns:

= The subject property has been used as cropland. In support of crop production, herbicides, pesticides,
fertilizers, and other agricultural chemicals may have been applied to the Site soils and to the soils of
neighboring properties. The historical use of such chemicals represents "conditions that indicate... a
past release.” The extent to which some residual contamination-if any may have resulted from the use
of agricultural chemicals would be difficult to ascertain and could only be approximated by soil
sampling and analysis. While use of agricultural chemicals may have taken place, similar land in the
Taylor County area is routinely developed without posing health hazards.
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= The Site is located in a commercial area. Adjacent properties do have the potential to impact the
Subject Property if a release of hazardous or regulated material occurs. However, it is considered
unlikely that the subject property would be held liable for groundwater contamination migrating from
other properties. In such a case, the subject property owner/occupant will most likely be protected by
current federal and state policies (Landowner Liability Protection (LLP) qualification) that exonerate
contiguous property owners.

Comments:
It should be noted that the potential RECs identified by this assessment are based on the unconfirmed
use of pesticides or herbicides at the Site or probability of a release occurring on adjacent property. A
decision to conduct further investigation or research to confirm or eliminate the potential RECs must be
based on several factors including the user's risk tolerance and the proposed future uses of the subject

property.

No evidence was noted to suggest that deliberate, illegal, or environmentally unsound activities
involving chemicals, petroleum products, or wastes were ever conducted on the subject property. This
assessment did not disclose any conspicuous evidence of environmental liability or culpability on the
part of the current or previous Site owners/occupants. This assessment did not disclose any findings or
concerns that would preclude the development of the subject property." (p. 10)

MARKET HIGHLIGHTS

Provider:  Apartment MarketData, LLC Date:  3/20/2007
Contact:  Darrell Jack Phone: (210) 530-0040 Fax: (210) 340-5830
Number of Revisions: 1 Date of Last Applicant Revision:  6/1/2007

Two separate Market Studies were submitted to address each of the target populations (elderly
households and family households) of an intergenerational development. Therefore, this section also
presents two separate demand, inclusive capture rate and market rent analyses and conclusions.

INCOME LIMITS
Taylor
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $10,000 $11,400 $12,850 $14,250 $15,400 $16,550
60 $19,980 $22,800 $25,680 $28,500 $30,780 $33,060

UNITS PROPOSED for ELDERLY HOUSEHOLDS

Primary Market Area (PMA): 180.58 square miles  (=7.5 mile radius)
North:  Taylor County Line
East: Taylor County Line

South:  FM 707 South
West: FM 707 West

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name File # TOT.Ol Comp Name File # TOT.Ol Comp
Units Units Units 2% Units
Anson Park 03066 64 0
Anson Park |l 04241 80 0 N/A
Arbors-Rose Park 05141 80 77
Anson Park Seniors | 07285 80 80
50f 11
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MARKET ANALYST'S PMA DEMAND by UNIT TYPE

Unstabilized
Unit Type ;L;rr:%vfé Dir;\g::j D(Sr‘fr::?r:d D(aTs:gil’]d Subject Units|Comparable| Capture Rate
(PMA)
1BR/30% 142 1 0 143 5 7 8%
1BR/60% 219 4 0 223 19 56 34%
2BR/30% 24 0 0 24 1 7 33%
2BR/60% 54 1 0 55 29 13 76%
OVERALL DEMAND
HoTuosregheoTIds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. 56 13.277 | 0% 13,277 % 551 Included in Inc Eiig % 65% 355
Underwriter % 13,442 | wox 13,380 | ss% 4,712 35% 1,653 16% 265
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 56 100% 96 % 4 Included in Inc Elig % 100% 4
Underwriter 100% 95 35% 33 35% 12 100% 12
INCLUSIVE CAPTURE RATE
‘ . Unstabilized | Unstabilized Total Inclusive
Subject Units| Comparable|Comparable| Total Supply | Demand Capture Rate
(PMA) (25% SMA) (W/25% of SMA)
Market Analyst p. 56 54 77 0 131 359 36.49%
Underwriter 54 157 0 211 276 76.37%
RENT ANALYSIS (Tenant-Paid Net Rents)
Unit Type (% AMI) Proposed Rent I\iro?(?nrqounr:w Market Rent Und:r;/rv}rfmng Sovgc?ri(e)tver
1 BR 700 SF  (30%) $196 $196 $515 $196 $319
1 BR 700 SF  (60%) $463 $463 $515 $463 $52
2BR 924 SF  (30%) $226 $226 $625 $226 $399
2BR 924 SF  (60%) $548 $547 $625 $547 $78

Elderly Market Comments:
The Market Analyst included 80 units from the 2005 award for Arbors-Rose Park but did not consider
the 80 potential units from a competing application for 9% credits known as Anson Park Seniors
(#07285). Anson Park Seniors currently has a lower score and therefore is not as high a priority
fransaction for funding as the subject. The Underwriter has included the proposed Anson Park
Seniors units in the capture rate calculation for comparison purposes. As reflected above the
inclusion of these additional comparable units results in a capture rate above the Department's

threshold.

As such, staff recommends that despite the Market Analyst's likely conclusion that demand may be

able to support two 2007 senior developments in Abilene, only one should be approved because the

Underwriter's more complete analysis indicates an excessive inclusive capture rate with both
fransactions. Thus the StonelLeaf at Tye is recommended only if it continues to score higher and
therefore be prioritized ahead of Anson Park Seniors. Moreover, the Underwriter recommends that
only one of these two applications receive a 9% HTC allocation during the 2007 cycle and would
strongly discourage additional TDHCA multifamily funding of elderly transactions in the Abilene
market until the apartments currently under development are stabilized.
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UNITS PROPOSED for FAMILY HOUSEHOLDS

Primary Market Area (PMA): 96.75 square miles  (=5.5 mile radius)
North:  Taylor County Line
East: Treadway Boulevard (US 83D)
South:  FM 707 South
West: FM 707 West

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS

PMA SMA
Name File # :T:\'i' kﬁj\[.r:cp Name | File # | :IL:I(: 25%  Units
Anson Park 03066 64 60
Anson Park |l 04241 80 65 N/A
Arbors-Rose Park 05141 80 0
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type ;Lgr:]?]vr]e(; Dir;\g::j D(Sr‘fr::?r:d D(—:‘T;tgil’]d Subject Units|Comparable| Capture Rate
(PMA)
1BR/30% 183 -2 0 181 4 10 8%
1BR/60% 365 -3 0 362 12 19 9%
2BR/30% 106 -4 0 102 2 0 2%
2BR/60% 258 -7 0 251 59 21 32%
3BR/30% 68 -2 0 66 1 0 2%
3BR/60% 183 -6 0 177 15 18 19%
OVERALL DEMAND
HoTuC;(reghirlds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. 57 oo 30,968 | 7% 29,906 | 14% 4,166 included in inc elig % 65% 2,687
Underwriter 0o 30,449 | 9% 29,404 | a3 9,301 39% 3,618 65% 2,334
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 57 97% -503 14% -70 included in inc elig % 100% -70
Underwriter 97% -319 32% -101 39% -39 100% -39

INCLUSIVE CAPTURE RATE

Unstabilized | Unstabilized Total .
. . Inclusive
Subject Units|Comparable|Comparable| Total Supply | Demand Capiure Rate
(PMA) (25% SMA) (W/25% of SMA) P
Market Analyst p. 57 64 64 0 128 2,617 4.89%
Underwriter 64 125 0 189 2,294 8.24%

RENT ANALYSIS (Tenant-Paid Net Rents)

Unit Type (% AMI) Proposed Rent I\iro?(?nrqounr:w Market Rent Und:g/rv}rfmng Sovycg'gri(e)tver
1 BR 700 SF  (30%) $196 $196 $505 $196 $309
1 BR 700 SF  (60%) $463 $463 $505 $463 $42
2 BR 900 SF  (30%) $226 $226 $600 $226 $374
2 BR 900 SF  (60%) $548 $547 $600 $547 $53
3 BR 1,065SF (30%) $250 $250 $695 $250 $445
3 BR 1,065SF  (60%) $620 $620 $695 $620 $75
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MARKET DATA RELEVANT to the DEVELOPMENT as a WHOLE

Primary Market Occupancy Rates:
The current occupancy of the market area for family units is 96.5% and for seniors units 94.6%.

Absorption Projections:
It is estimated that the project would achieve a lease rate of approximately 7% to 10% of its units per
month as they come on line for occupancy from construction. Af this rate, the project will reach 93%
occupancy within one year after completion of construction.

Market Impact:
"The proposed project is not likely to have a dramatically detrimental effect on the balance of supply
and demand in this market. Existing "affordable" housing projects have an overall occupancy of 90.9%."
(p. 99 of elderly unit market report & p. 101 of the family unit market report).

Comments:
The submitted market studies provide sufficient information upon which to base a funding
recommendation. The Market Analyst concludes an overall inclusive capture rate of 6.95% for all 118
units. Allinclusive capture rate figures are within current Department guidelines as long as the Anson
Park Senior development is not simultaneously approved.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 1 Date of Last Applicant Revision:  4/3/2007

The Applicant's projected rents collected per unit were calculated by subtracting tenant-paid utility
allowances as of 7/9/2006 from the program gross rent limits. Tenants will be required to pay electric
utility costs. The Applicant's secondary income and vacancy and collection loss assumptions are in line
with current TDHCA underwriting guidelines. The Applicant's effective gross income is comparable to
the Underwriter's estimate.

Expense:  Number of Revisions: 0 Date of Last Applicant Revision:  N/A

The Applicant's total annual operating expense projection at $3,211 per unit is not within 5% of the
Underwriter's estimate of $3,599, derived from the TDHCA database and third party data sources. The
Applicant's budget shows several line item estimates that deviate significantly when compared to the
database and IREM averages, particularly: payroll and payroll taxes ($23K lower), utilities ($15K lower),
water, sewer & trash ($15K higher), and property taxes ($9K lower).

Conclusion:

The Applicant's projected income is within 5% of the Underwriter's estimate and is considered consistent
for the most part; however, expenses and net operating income (NOI) are 6% and 10% different
respectively from the Underwriter's estimate. Therefore, the Underwriter's NOI will be used to evaluate
debt service capacity.

Accordingly, using the Underwriter's NOI for evaluation of debt service capacity indicates a need to
reduce debft service on the development. The proforma and estimated debt service result in a debt
coverage ratio (DCR) below the current underwriting minimum guideline of 1.15. Therefore, the
recommended financing structure reflects a decrease in the permanent mortgage based on the
interest rate and amortization period indicated in the permanent financing documentation submitted
at application. This is discussed in more detail in the conclusion fo the "Financing Structure Analysis”
section below.

Feasibility:
The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% growth factor
for expenses in accordance with current TDHCA guidelines. As noted above, the Underwriter's base
year effective gross income, expense and net operating income and revised debt service were utilized
resulting in a debt coverage ratio that remains above 1.15 and continued positive cash flow.

8of 11
07133 StonelLeaf at Tye, Tye.xls,
printed: 7/9/2007




ACQUISITION INFORMATION

ASSESSED VALUE
Land Only:  20.17 acres $36,755 Tax Year: 2006
Existing Buildings: $0 Valuation by: Taylor CAD
Total Assessed Value: $36,755 Tax Rate: 2.121

EVIDENCE of PROPERTY CONTROL

Type: Earnest Money Contract - Unimproved Property Acreage: 20.17
Contract Expiration: 12/31/2007 Valid Through Board Date? Yes |:| No
Acquisition Cost: $100 Other:  Upon receipt of tax credit allocation

Seller:  Tye Industrial Development Corp. Related to Development Team? |:| Yes m No
Comments:

This property was purchased by the Tye Industrial Development Corporation (TIDC), an instrumentality of
the City of Tye, from a third party at a price of $5,000 per acre for a total of $100,850. A letter dated
4/5/2007 states TIDC will tfransfer the site to the Applicant in the form of a grant for the construction of
the subject units. An executed earnest money contract indicates a token price of $100 for the land.

It appears granting of the site to the Applicant is an attempt to qualify for points attributed to funding
from a local political subdivision under the 2007 QAP. The Applicant's cost schedule includes $100,000
for the site plus $5,000 for closing as the total acquisition cost. The sources and uses indicates a
contribution by TIDC of $100,850 in the form of a grant to offset this acquisition cost.

TITLE

Comments:
There is a pipeline easement dated 1/12/1956 executed by J.D. Thomas to Lone Star Gas Company,
recorded in Volume 504, Page 230 of the Deed Records of Taylor County, and an easement dated
2/24/1956 executed by J.D. Thomas, et ux to Cosden Petroleum Corporation, recorded in Volume 526,
Page 102 of the Deed Records of Taylor County. There does not appear to be pipelines currently
crossing the subject property; however, there is no proof that the easements have been abandoned.
Therefore it is a condition of this report that the Applicant provide proof of abandonment of the pipeline
easements, or proof that no structures or buildings will be constructed on the easements.

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 0 Date of Last Applicant Revision:  N/A

Acquisition Value:
The Tye Industrial Development Corporation (TIDC) has purchased the subject site at a price of $5,000
per acre for a total price of $100,850. TIDC intends to grant the site to the Applicant for the construction
of affordable housing subject to the receipt of housing tax credits. The earnest money contract
indicates a nominal sales price of $100. The 20.17acre site is rather large for the development of 118
units of multifamily housing; however, the Applicant has indicated that the entire tract is being granted
for the construction of the subject units and has indicated that the development will have 5.9 units per
acre for development. Accordingly, it is a condition of this report that the entire 20.17 acres be
included and restricted to all of the normal terms and conditions in the Land Use Restriction Agreement
for this development.

Both the Applicant's and the Underwriter's sources and uses reflect the original contract price of
$100,850 as the acquisition cost for the site and an offsetting grant as a source of funds.
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Sitework Cost:
The Applicant's claimed sitework costs of $3,814 per unit are within current Department guidelines.
Therefore, further third party substantiation is not required.

Direct Construction Cost:
The Applicant's direct construction cost is $480K or 9% higher than the Underwriter's Marshall & Swift
Residential Cost Handbook-derived estimate.

Contingency & Fees:
The Applicant's contingency and fees for the contractor and developer were set at the maximums
allowed by TDHCA guidelines based on their submitted cost schedule.

Conclusion:
The Applicant's total development cost is not within 5% of the Underwriter's estimate; therefore, the
Underwriter's cost schedule will be used to determine the development's need for permanent funds and
to calculate eligible basis. An eligible basis of $9,211,603 supports annual tax credits of $787,592. This
figure will be compared to the Applicant's request and the tax credits calculated based on the gap in
need for permanent funds to determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 1 Date of Last Applicant Revision:  4/3/2007
Source: Tye Economic Development Corporation Type: Interim Financing

Principal: $398,075 Interest Rate: AFR |:| Fixed Term: ConstrCompletion
Source: Alliant Mortgage Corp. Type: Interim to Permanent Financing
Interim: $4,500,000 Interest Rate: 10.25% Fixed Term: 24 months
Permanent:  $3,400,000 Interest Rate: 7.0% Fixed Amort: 360 months
Comments:

Interim Interest Rate: Prime plus 200 bps, lender estimate not provided, TDHCA Underwriter estimate at
10.25% as of March 2007.

Permanent Interest Rate: 30-yr T-Bill plus 240 bps, lender estimate of 7.0%.
$250 per unit per month replacement reserve requirement; 1.15 debt coverage ratio requirement.

Source: Tye Industrial Development Corporation Type: Grant
Principal: $100,850 Conditions: The Applicant must receive an award of tax credits.
Comments

Grant funds to offset cost of the land.

Source: Tye Economic Development Corporation Grant
Principal: $23,000 Conditions: The Applicant must receive an award of tax credits.
Comments:

$3K of the grant was contributed by Taylor Electric Company

Source: Alliant Capital Corp. Type: Syndication
Proceeds: $6,795,962 Syndication Rate: 85% Anticipated HTC: $ 799.605
Comments:

The syndication price is below the low end of current market prices and an increase in rate of $0.04 per
dollar of syndicated credit could reduce the final allocation of credits since there is limited deferred
developer fee to absorb excess syndication proceeds.

Amount:  $216,928 Type: Deferred Developer Fees
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CONCLUSIONS

Recommended Financing Structure:

As stated above, the proforma analysis results in a debt coverage ratio below the Department’s

minimum guideline of 1.15. The current underwriting analysis assumes a decrease in the permanent
loan amount to $2,650,000 based on the terms reflected in the application materials. As a result the
development’s gap in financing will increase.

The Underwriter's total development cost estimate less the revised permanent loan of $2,650,000 and
grants totaling $123,850 indicates the need for $6,962,753 in gap funds. Based on the submitted
syndication terms, a tax credit allocation of $819,229 annually would be required to fill this gap in
financing. Of the three possible tax credit allocations, Applicant’s request ($799.605), the gap-driven
amount ($819,229), and eligible basis-derived estimate ($787,592), eligible basis-derived estimate of
$787,592 is recommended resulting in proceeds of $6,693,862 based on a syndication rate of 85%.

The Underwriter's recommended financing structure indicates the need for $245,891 in additional
permanent funds. Deferred developer fees in this amount appear to be repayable from development
cashflow in roughly seven years of stabilized operation.

Underwriter: Date: July 8, 2007
D. Burrell
Reviewing Underwriter: Date: July 8, 2007
Lisa Vecchietti
Director of Real Estate Analysis: Date: July 8, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS
Stoneleaf at Tye, Tye, 9% HTC #07133

Type of Unit Other Number Bedrooms No. of Baths Size in S-F Gross Rent Lmt. Rent Collected Rent per Month Rent per S-F Tnt-Pd Util WS&T
TC 30% Elderly 5 1 1 700 $267 $196 $980 $0.28 $71.00 $31.00
TC 30% Family 4 1 1 700 $267 196 784 0.28 71.00 31.00
TC 60% Elderly 19 1 1 700 $534 463 8,797 0.66 71.00 31.00
TC 60% Family 12 1 1 700 $534 463 5,556 0.66 71.00 31.00
TC 30% Family 1 2 2 900 $321 226 226 0.25 95.00 33.00
TC 60% Family 31 2 2 900 $642 547 16,957 0.61 95.00 33.00
TC 30% Elderly 1 2 1 924 $321 226 226 0.24 95.00 33.00
TC 60% Elderly 29 2 1 924 $642 547 15,863 0.59 95.00 33.00
TC 30% Family 1 3 2 1,065 $371 250 250 0.23 121.00 37.00
TC 60% Family 15 3 2 1,065 $741 620 9,300 0.58 121.00 37.00
TOTAL: 118 AVERAGE: 861 $499 $58,939 $0.58 $90.39 $32.86

INCOME Total Net Rentable Sq Ft: 101,560 TDHCA APPLICANT COUNTY IREM REGION  COMPT. REGION
POTENTIAL GROSS RENT $707,268 $706,548 Taylor 2
Secondary Income Per Unit Per Month: $10.00 14,160 14,160 $10.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $721,428 $720,708
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (54,107) (54,048) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $667,321 $666,660
EXPENSES % OF EGI PER UNIT PER SQFT PER SQFT PER UNIT % OF EGI

General & Administrative 4.78% $270 0.31 $31,907 $27,960 $0.28 $237 4.19%

Management 3.88% 220 0.26 25,904 27,301 0.27 231 4.10%

Payroll & Payroll Tax 17.33% 980 1.14 115,631 92,252 0.91 782 13.84%

Repairs & Maintenance 6.56% 371 043 43,791 40,500 0.40 343 6.08%

Utilities 4.71% 266 0.31 31,413 16,200 0.16 137 2.43%

Water, Sewer, & Trash 4.78% 270 0.31 31,870 46,800 0.46 397 7.02%

Property Insurance 4.47% 253 0.29 29,820 22,200 0.22 188 3.33%

Property Tax 2.121 8.80% 498 0.58 58,745 50,000 0.49 424 7.50%

Reserve for Replacements 4.42% 250 0.29 29,500 29,500 0.29 250 4.43%

TDHCA Compliance Fees 0.71% 40 0.05 4,720 4,800 0.05 41 0.72%

Cbl, suppserv, sec, misc 3.21% 181 0.21 21,400 21,400 0.21 181 3.21%

TOTAL EXPENSES 63.64% $3,599 $4.18 $424,700 $378,913 $3.73 $3,211 56.84%
NET OPERATING INC 36.36% $2,056 $2.39 $242,621 $287,747 $2.83 $2,439 43.16%
DEBT SERVICE
Alliant Mortgage 38.46% $2,175 $2.53 $256,655 $250,209 $2.46 $2,120 37.53%
Tye IDC Land Contribution 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW -2.10% ($119) ($0.14) ($14,034) $37,538 $0.37 $318 5.63%
AGGREGATE DEBT COVERAGE RATIO 0.95 1.15
RECOMMENDED DEBT COVERAGE RATIO 1.15
CONSTRUCTION COST

Description Factor % of TOTAL PER UNIT PERSQFT TDHCA APPLICANT PERSQFT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 1.08% $890 $1.03 $105,000 $105,000 $1.03 $890 1.01%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 4.63% 3,814 4.43 450,000 450,000 443 3,814 4.34%
Direct Construction 57.97% 47,718 55.44 5,630,747 6,111,200 60.17 51,790 58.98%
Contingency 5.00% 3.13% 2,577 2.99 304,037 325,000 3.20 2,754 3.14%
Contractor's Fees 14.00% 8.76% 7,214 8.38 851,305 914,000 9.00 7,746 8.82%
Indirect Construction 4.23% 3,483 4.05 411,000 411,000 4.05 3,483 3.97%
Ineligible Costs 1.82% 1,500 1.74 177,000 177,000 1.74 1,500 1.71%
Developer's Fees 15.00% 12.37% 10,182 11.83 1,201,513 1,285,300 12.66 10,892 12.40%
Interim Financing 3.74% 3,076 3.57 363,000 363,000 3.57 3,076 3.50%
Reserves 2.26% 1,864 217 220,000 220,000 2.17 1,864 2.12%
TOTAL COST 100.00% $82,319 $95.64 $9,713,603 $10,361,500 $102.02 $87,809 100.00%
Construction Cost Recap 74.49% $61,323 $71.25 $7,236,089 $7,800,200 $76.80 $66,103 75.28%
SOURCES OF FUNDS RECOMMENDED
Alliant Mortgage 35.00% $28,814 $33.48 $3,400,000 $3,214,760 $2,650,000 Developer Fee Available
Tye IDC Land Contribution 1.04% $855 $0.99 100,850 100,850 100,850 $1,285,300
Tye IDC Grant 0.24% $195 $0.23 23,000 23,000 23,000 % of Dev. Fee Deferred
HTC Syndication Proceeds 69.96% $57,593 $66.92 6,795,962 6,795,962 6,693,862 19%
Deferred Developer Fees 2.23% $1,838 $2.14 216,928 216,928 245,891 15-Yr Cumulative Cash Flow
Additional (Excess) Funds Req'd -8.47% ($6,976) ($8.10) (823,137) 10,000 0 $755,829
TOTAL SOURCES $9,713,603 $10,361,500 $9,713,603
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
StonelLeaf at Tye, Tye, 9% HTC #07133

DIRECT CONSTRUCTION COST ESTIMATE
Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Multiple Residence Basis

CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $3,214,760 Amort 360
Base Cost | $60.61 $6,155,680 Int Rate 7.00% DCR 0.95
Adjustments
Exterior Wall Finish 1.60% $0.97 $98,491 Secondary $100,850 Amort
Elderly 1.32% 0.80 81,255 Int Rate Subtotal DCR 0.95
9-Ft. Ceilings 3.20% 1.94 196,982
Roofing 0.00 0 Additional Amort
Subfloor (1.65) (167,235) Int Rate Aggregate DCR 0.95
Floor Cover 243 246,791
Breezeways/Balconies $21.66 17,862 3.81 386,802 RECOMMENDED FINANCING STRUCTURE:
Plumbing Fixtures $805 144 1.14 115,920
Rough-ins $400 172 0.68 68,800 Primary Debt Service $211,566
Built-In Appliances $1,850 118 2.15 218,300 Secondary Debt Service 0
Exterior Stairs $1,800 16 0.28 28,800 Additional Debt Service 0
Enclosed Corridors 0.00 0 NET CASH FLOW $31,055
Heating/Cooling 1.90 192,964
Garages/Carports 0.00 0 Primary $2,650,000 Amort 360
Comm &/or Aux Bldgs $67.23 3,558 2.36 239,204 Int Rate 7.00% DCR 1.15
Other: fire sprinkler $1.95 101,560 1.95 198,042
SUBTOTAL 79.37 8,060,795 Secondary $100,850 Amort 0
Current Cost Multiplier 0.98 (1.59) (161,216) Int Rate 0.00% Subtotal DCR 1.15
Local Multiplier 0.88 (9.52) (967,295)
TOTAL DIRECT CONSTRUCTION COSTS $68.26 $6,932,284 Additional $0 Amort 0
Plans, specs, survy, bld prmts 3.90% ($2.66) ($270,359) Int Rate 0.00% Aggregate DCR 1.15
Interim Construction Interest 3.38% (2.30) (233,965)
Contractor's OH & Profit 11.50% (7.85) (797,213)
NET DIRECT CONSTRUCTION COSTS $55.44 $5,630,747

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE

INCOME __at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $707,268 $728,486 $750,341 $772,851 $796,036 $922,824 $1,069,806 $1,240,199 $1,666,723
Secondary Income 14,160 14,585 15,022 15,473 15,937 18,476 21,418 24,830 33,369
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 721,428 743,071 765,363 788,324 811,974 941,300 1,091,225 1,265,028 1,700,092
Vacancy & Collection Loss (54,107) (55,730) (57,402) (59,124) (60,898) (70,597) (81,842) (94,877) (127,507)
Employee or Other Non-Rental Units or Cor 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $667,321 $687,341 $707,961 $729,200 $751,076 $870,702 $1,009,383 $1,170,151 $1,572,585
EXPENSES at 4.00%
General & Administrative $31,907 $33,183 $34,510 $35,891 $37,326 $45,413 $55,252 $67,223 $99,506
Management 25,904 26,681 27,481 28,306 29,155 33,799 39,182 45,422 61,044
Payroll & Payroll Tax 115,631 120,256 125,066 130,069 135,272 164,579 200,235 243,617 360,613
Repairs & Maintenance 43,791 45,542 47,364 49,258 51,229 62,328 75,831 92,260 136,567
Utilities 31,413 32,669 33,976 35,335 36,748 44,710 54,396 66,182 97,965
Water, Sewer & Trash 31,870 33,145 34,470 35,849 37,283 45,361 55,188 67,145 99,391
Insurance 29,820 31,013 32,254 33,544 34,886 42,444 51,639 62,827 92,999
Property Tax 58,745 61,095 63,539 66,081 68,724 83,613 101,728 123,768 183,207
Reserve for Replacements 29,500 30,680 31,907 33,183 34,511 41,988 51,084 62,152 92,000
Other 26,120 27,165 28,251 29,381 30,557 37,177 45,231 55,031 81,459
TOTAL EXPENSES $424,700 $441,429 $458,819 $476,897 $495,690 $601,410 $729,768 $885,626 $1,304,751
NET OPERATING INCOME $242,621 $245,911 $249,141 $252,302 $255,385 $269,292 $279,615 $284,525 $267,835
DEBT SERVICE
First Lien Financing $211,566 $211,566 $211,566 $211,566 $211,566 $211,566 $211,566 $211,566 $211,566
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $31,055 $34,345 $37,575 $40,736 $43,819 $57,726 $68,048 $72,959 $56,268
DEBT COVERAGE RATIO 1.15 1.16 1.18 1.19 1.21 1.27 1.32 1.34 1.27
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HTC ALLOCATION ANALYSIS -StoneLeaf at Tye, Tye, 9% HTC #07133

TCSheet Version Date 4/11/05tg

Page 1

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $105,000 $105,000
Purchase of buildings
Off-Site Improvements
Sitework $450,000 $450,000 $450,000 $450,000
Construction Hard Costs $6,111,200 $5,630,747 $6,111,200 $5,630,747
Contractor Fees $914,000 $851,305 $914,000 $851,305
Contingencies $325,000 $304,037 $325,000 $304,037
Eligible Indirect Fees $411,000 $411,000 $411,000 $411,000
Eligible Financing Fees $363,000 $363,000 $363,000 $363,000
All Ineligible Costs $177,000 $177,000
Developer Fees
Developer Fees $1,285,300 $1,201,513 $1,285,300 | $1,201,513
Development Reserves $220,000 $220,000
TOTAL DEVELOPMENT COSTS $10,361,500 $9,713,603 $9,859,500 $9,211,603
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $9,859,500 $9,211,603
High Cost Area Adjustment 100% 100%
TOTAL ADJUSTED BASIS $9,859,500 $9,211,603
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $9,859,500 $9,211,603
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $842,987 $787,592
Syndication Proceeds 0.8499 $7,164,674 $6,693,862
Total Tax Credits (Eligible Basis Method) $842,987 $787,592
Syndication Proceeds $7,164,674 $6,693,862
Requested Tax Credits $799,605
Syndication Proceeds $6,795,962
Gap of Syndication Proceeds Needed $6,962,753
Total Tax Credits (Gap Method) $819,229

07133 StonelLeaf at Tye, Tye.xIs Print Date7/9/2007 2:53 PM



" DELORME

Street Atlas USA® 2007 Plus

e S v
04241 Anson Park Il (Family 65 HTC units)
03066 Anson Park (Family 60 HTC units)
07133 StoneLeaf at Tye BRAEE N 5= ARG R DI HoiieS
07285 Anson Park Seniors
7 01138-Carver Neighborhood Townhomes
06627-Eastern Oaks Apartments -
93126-The Old Windsor Hotel
94067-Canterbury Crossing Apartments
frile radiiis [ 05141 Arbors at Rose Park (Elderly 77 HTC units) o &0
ANlovessarsf i el v 7 U Z .\ | T
Pm\l.- Family ¥ P \[PmA - Elderly (includes all of PMA - Family)
96.75 square miles i i \130.53 square miles :
g 1
Scale 1: 137,500

StonelLeaf at Tye

Data use subject to license.

© 2006 DeLorme. Street Atlas USA® 2007 Plus.

www.delorme.com

™

1 2 3

=3

o

; MN (6.1°E) ki
2 3 4 5
1"=217mi Data Zoom 10-5



Project ID# 07133
LIHTC 9%lv/ LIHTC 4%[ ]

No Previous Participation in Texas

National Previous Participation Certification Received:

Noncompliance Reported on National Previous Participation Certification:

Total # of Projectsmonitored: 0
Projects zerotonine: 0
grouped
by score

tentonineteen: O
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 5/23/2007

Applicant Evaluation ||

Name: Stoneleaf at Tye

HOME [

City: Tye

BOND [ ] HTF [] SECO [ ] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

N/A ' No

[ ] No

L ves

[]Yes

Portfolio Management and Compliance

Projectsin Material Noncompliance

#in noncompliance: 0
Yes [ ] No
Projectsnot reported  Yes [ ]
# monitored with ascore lessthan thirty: 0 in application No
# not yet monitored or pending review: 0 # of projects not reported 0
Single Audit Portfolio Analysis
Not applicable Not applicable
Review pending [] No unresolved issues L]
No unresolved issues L] Not current on set-ups L]
Issues found regarding late cert [ Not current on draws U]
Issues found regarding late audit [ ] Not current on match [
Unresolved issues found that L]
warrant disqualification
(Comments attached)
Date 5/21/2007
HOME Real Edtate Analysis
(Workout)
Not applicable Not applicable [
Review pending [ Review pending [
No unresolved issues [ No unresolved issues
Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that | Unresolved issuesfound that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer M. Tynan Reviewer D. Burrell
Date 5 /17/2007 Date 5 /21/2007

Office of Colonia Initiatives Financial Administration

No delinquencies found
Delinquencies found L]

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 5 /18/2007 Date

Reviewer Melissa M. Whitehead
5/21/2007




fjf;;, "3‘".}_ MULTIFAMILY FINANCE DIVISION
"" - g e July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Hampton Villages, TDHCA Number 07137
BASIC DEVELOPMENT INFORMATION
Site Address: 1600 BIk of Alcock St. Development #: 07137
City: Pampa Region: 1 Population Served: General
County: Gray Zip Code: 79065 Allocation: Rural
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Hampton Villages L.P.
Owner Contact and Phone: Tim Lang (512) 249-9095
Developer: Eagles Nest Enterprises LLC
Housing General Contractor: Charter Contractors, LP
Architect: Cross Architects
Market Analyst: Apartment Market Data Research Services, LLC
Syndicator: Raymond James
Supportive Services: Newlife Housing Foundation
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 76
8 0 0 68 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 0 14 40 22 0 Total Development Units: 76
Type of Building: Total Development Cost*: $10,487,232
] Duplex [ 4 units or more per building Number of Residential Buildings: 76
L] Triplex Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
| Townhome | Transitional
*Note:_If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,038,857 $1,038,857
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).

7/23/2007 12:55 PM




—a ¥ MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Hampton Villages, TDHCA Number 07137

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Duncan, District 28, S Points: 7 US Representative: Thornberry, District 13, NC
TX Representative: Chisum, District 88, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: S, Lonny Robbins, Mayor Resolution of Support from Local Government [ ]

S, John Horst, City Manager

S, Barry Haenisch, Superintendent, Pampa ISD

Individuals and Businesses In Support: 5 In Opposition 0
Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 7

Greater Pampa Area Chamber of Commerce SorO: S
Pampa Economic Development Corporation SorO: S
Eastern Texas Panhandle Chapter American Red Cross SorO: S
Golden Spread Council Boy Scouts of America SorO: S
Pampa Meals on Wheels SorO: S

General Summary of Comment:
Broad support received from elected officials and civic organizations.
CONDITIONS OF COMMITMENT

Receipt, review and acceptance prior to commencement of construction of proof of removal of all household and commercial debris and plastic
insulated pipe material from the development site.

Receipt, review and acceptance prior to commencement of construction of documentation that the five parcels have been replatted into one
contiguous site as proposed .

Receipt, review and acceptance of evidence that judgment listed in title commitment is paid in full and released prior to commencement of
construction.

Should the terms and rates of the proposed debt or syndication change, the transaction should be eevaluated and an adjustment to the
credit/allocation amount may be warranted.

Receipt of a commitment of funding from the Pampa Economic Development Corporation in the amount of $525,000, or a commitment from a
qualifying substitute source in an amount not less than $523,632, as required by 8§49.9(i)(5) of the 2007 QAP. The Local Political Subdivision must
attest to the fact that any funds committed were not first provided to the Local Political Subdivision by the Applicant, the Developer, Consultant,
Related Party or any individual or entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision or
subsidiary.

Receipt of a commitment of funding from Donco Holding Group, LLC in the amount of $259,697, or a commitment from a qualifying substitute
source(s) in an amount not less than $209,745, as required by §49.9(i)(25) of the 2007 QAP. The provider of funds must attest to the fact that they
are not the Applicant, the Developer, Consultant, Related Party or any individual or entity acting on behalf of the proposed Application and attest
that none of the funds committed were first provided to the entity by the Applicant, the Developer, Consultant, Related Party or any individual or
entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision.

7/23/2007 12:55 PM



G 08y MULTIFAMILY FINANCE DIVISION
iy 8 S July 30, 2007

Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Hampton Villages, TDHCA Number 07137

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: [ ] Score:190 [ ] Meeting a Required Set-Aside Credit Amount*: $1,038,857

Recommendation: Recommended because without this award included, this sub-region's allocation shortfall would have been a
significant portion of their total targeted sub-regional allocation when tax credits are collapsed state-wide.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 12:55 PM




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

REPORT DATE: 07/01/07 PROGRAM: 9% HTC FILE NUMBER: 07137

DEVELOPMENT

Hampton Villages

Location: 1600 Block of Alcock Street Region: 1
City: Pampa County: Gray Zip: 79065 Qct [ ] opa
Key Attributes: Multifamily, Family, New Construction, Rural

ALLOCATION

REQUEST RECOMMENDATION

TDHCA Program Amount Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $1,038,857 $1,038,857

CONDITIONS

1 Receipt, review and acceptance prior to commencement of construction of proof of removal of all
household and commercial debris and plastic insulated pipe material from the development site.

2 Receipt, review and acceptance prior to commencement of construction of documentation that the
five parcels have been replatted into one contiguous site as proposed .

3 Receipt, review and acceptance of a commitment with all terms and conditions of a grant to the
Applicant in the minimum amount of $82,098 (applied for $259,697) from Donco Holding Group, LLC or
some other alternative source.

4 Receipt, review and acceptance of evidence that judgment listed in titte commitment is paid in full
and released prior to commencement of construction.

5 Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit/allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 8
60% of AMI 60% of AMI 68
PROS CONS
d This subject represents the first new tax credit d The Applicant's high expense to income ratio is
development in Pampa in 14 years. only slightly less than the maximum guideline,

reflecting extensive deep rent targeting, but still
acceptable.

d The subject represents a relatively unique site d The Primary Market Area used to derive demand
plan with a single family design. is overly large as it unnecessarily encompasses
the entire county.

1of9
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d The anticipated syndication proceeds as a
percentage of total cost (83%) is higher than the
typical percentage (less than 70%) for a 9%
transaction due to the level of low income
targeting.

d The number of 3 and 4 bedroom units targeting
60% units may be more than needed based
upon the unit capture rate calculated by the
Market Analyst.

PREVIOUS UNDERWRITING REPORTS

No previous reports.

DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

HAMPTON
VILLAGES LP
EAGLES NEST Limited Partner
\ ENTERPRISES LLC
- 100% Owner
General Partner
Tim Lang, President  100% Ownership
CONTACT
Contact: Tim Lang Phone: (512) 249-9095 Fax: (512) 249-6660
Email: tlangtejas@austin.rr.com
KEY PARTICIPANTS
Name Net Assets Liquidity? # of Completed Developments
Eagles Nest Enterprises, LLC $3K $3K None
Tim Lang Confidential N/A None reported
Michael Hartman Confidential N/A 4

1 Liquidity = Current Assets - Current Liabilities

20f9
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IDENTITIES of INTEREST

The Applicant and Developer are related entities. This is a common relationship for HTC-funded

developments.

PROPOSED SITE

SITE PLAN
J
e e ALCOCK ROAD
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BUILDING CONFIGURATION
Building Type A B C Total
Floors/Stories 1 2 Buildings
Number 14 40 22 76
BR/BA SF Units Total Units | Total SF
2/2 1,020 1 14 14,280
3/2 1,260 1 40 50,400
4/2 1,400 22 30,800
Units per Building 1 1 1 76 95,480
30f9

07137 Hampton Villages, Pampa.xls,
printed: 7/2/2007




SITE ISSUES

Total Size: 14.35 acres Scattered site? Yes No

Flood Zone: C Within 100-yr floodplain? Yes No

Zoning: Commercial Needs to be re-zoned? Yes No |:| N/A
Comments:

Flood Zone: According to the ESA provider "Flood maps were not available for the subject property.
The Federal Emergency Management Agency (FEMA) has issued a Special Notice to Community
Number 480256 which is the City of Pampa. Based on the available flood map data in this notice the
adjacent property to the North and the adjacent property to the East of the subject property appear to
be as Zone C. Since the subject property is outside the corporate limits of the City of Pampa the
adjacent areas to the South and West are not classified.” (p. 19)

TDHCA SITE INSPECTION

Inspector: ORCA Staff Date:  4/20/2007

Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable

Surrounding Uses:
North:  Alcock St, Commercial Properties and undeveloped land beyond

East: Single family residential

South:  Single family residential and commercial

West: Single family residential

Comments:
Inspector: The site is somewhat isolated, but is still acceptable.

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider: Matrix Environmental Sciences, Inc. Date: 3/3/2007

Recognized Environmental Concerns (RECs) and Other Concerns:

d "At the time of the Phase | Environmental Site Assessment and based on current historical information
reviewed no recognized environmental conditions were revealed in connection with the property.” (p.
3) However, Maxtrix recommends the following:

d "Remove all household and commercial debris prior to development. Most of this is concentrated on
the southern portion of Lot 1 off Dwight Street." (p. 31)

d "Remove the plastic insulated pipe material on the south portion of Lot 1 near the fence (property) line."
(p.31)
Comments:

Receipt, review and acceptance by TDHCA of proof of removal of all household and commercial
debris and plastic insulated pipe material from the development site prior to commencement of
construction is a condition of this report.

MARKET HIGHLIGHTS

Provider:  Apartment MarketData, LLC Date:  3/30/2007
Contact: Darrell Jack Phone: (210) 530-0040 Fax: (210) 340-5830
Number of Revisions: 0 Date of Last Applicant Revision: N/A

Primary Market Area (PMA): 937.65 square miles (17.33 mile radius)

"For this analysis, we defined the "Trade Area" as Gray County, Texas." (p. 3)
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Secondary Market Area (SMA):
The Market Analyst did not specify a Secondary Market Area (PMA).

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name Fle# | o@ [ comp Name e | o@ Comp
Units Units Units  [2s%  Units
None None
INCOME LIMITS
Gray
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $9,900 $11,300 $12,750 $14,150 $15,300 $16,400
60 $19,800 $22,680 $25,500 $28,320 $30,600 $32,880
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type I;i;ﬁ;i; DGerrcT)]v;/:; DSrtnhaer: d D;;t;lll d Subject Units|Comparable| Capture Rate
(PMA)
2BR/30% 18 -1 0 17 2 0 12%
2BR/60% 27 -1 0 26 12 0 46%
3BR/30% 6 0 0 6 4 0 67%
3BR/60% 17 -1 0 16 36 0 225%
4BR/30% 2 0 0 2 2 0 100%
4BR/60% 10 0 0 10 20 0 200%
OVERALL DEMAND
HoLi:agheotlds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. 53 100% 7,312 99% 7,239 7% 485 Included in Elig % 65% 315
Underwriter 100% 7,125 99% 7,072 % 474 100% 474 65% 306
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 53 99% -148 % -10 Included in Elig % 100% -10
Underwriter 99% -140 7% -9 100% -9 100% -9
INCLUSIVE CAPTURE RATE
Unstabilized | Unstabilized Total Inclusive
Subject Units| Comparable|Comparable| Total Supply| Demand Capture Rate
(PMA) (25% SMA) (W/25% of SMA)
Market Analyst p. 55 76 0 0 76 305 24.93%
Underwriter 76 0 0 76 296 25.65%

Primary Market Occupancy Rates:
"The current occupancy of the market area is 98.3% as a result of limited new supply.” (p. 10)

Absorption Projections:
"We estimate that the project would achieve a lease rate of approximately 7% to 10% of its units per
month as they come on line for occupancy from construction.” (p. 98). At this rate, and taking into
account the fact that during months 1-6, the project will be under construction and no units will be
occupied, the development should reach 93% occupancy by month 18 with 71 units leased.
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RENT ANALYSIS (Tenant-Paid Net Rents)
Unit Type (% AMI) Proposed Rent ’\:;(?rﬁnr; Market Rent Und(;(r:\r/]:tlng Sav;agrigtver
2BR 1,020 SF  (30%) $204 204 $600 204 396
2BR 1,020 SF  (60%) $493 493 $600 493 107
3BR 1,260 SF  (30%) $231 231 $750 231 519
3BR 1,260 SF  (60%) $550 550 $750 550 201
4BR 1,400 SF  (30%) $239 239 $850 239 611
4BR 1,400 SF  (60%) $590 590 $850 590 260

Market Impact:
"The proposed project is not likely to have a dramatically detrimental effect on the balance of supply
and demand in this market. There is one existing "affordable" housing project, and it has an overall
occupancy of 100%. The only affordable project in the last two decades, Pampa Manor (1993) is 100%
occupied. This demonstrates that the demand for new affordable rental housing is high, and that there
is a shortage of affordable housing in this market." (p. 98)

Comments:
The Development is located in a rural area; therefore, an inclusive capture rate above 25%, but limited
to no more than 75% is acceptable. The Underwriter found the market study provided sufficient
information upon which to base a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant's restricted rents are at maximum program rents (less tenant paid utilities) on 6 units, but
below maximum limits (less tenant paid utilities) on 68 units and above the rent limit by $1 on one (1)
unit. The Underwriter however, used maximum program rents less tenant paid utilities, supported by the
market rent conclusions of the Market Study, for underwriting purposes. Tenants will be required to pay
heating, cooling, water heater, cooking, water, sewer and general electricity.

Estimates of secondary income and vacancy and collection losses are in line with TDHCA underwriting
guidelines. Due to differences in the rent collected estimates, the Applicant's effective gross income is
not within 5% of the Underwriter's estimate.

Expense: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant's total annual operating expense projection at $3,819 per unit is not within 5% of the
Underwriter's estimate of $4,090 derived from the TDHCA database and third-party data sources. The
Applicant's budget shows several line item estimates that deviate significantly when compared to the
database averages, particularly: repairs and maintenance are $10K lower, utilities are $17K lower,
water, sewer and trash is $8K lower and real property taxes are $10K higher. Finally, the Applicant has
assumed a reserve for replacement of $300 per unit per year, exceeding the underwriting requirement
of $250 per unit for new construction developments.

Conclusion:
The Applicant's effective gross income, total operating expense and net operating income are not
within 5% of the Underwriter's estimate. Therefore, the Underwriter's proforma will be used to determine
the development's debt service capacity. The resulting debt coverage ratio (DCR) is above the current
underwriting maximum of 1.35. The recommended financing structure reflects an increase in the
permanent mortgage based on the interest rate and amortization period indicated in the permanent
financing documentation submitted at application to bring the DCR down to an acceptable 1.35. This
is discussed in more detail in the conclusion to the "Financing Structure Analysis" section below.
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Feasibility:
The Underwriter's proforma reflects an expense to income ratio slightly below 65% as a result of the deep
rent targeting proposed by the Applicant. The Applicant's estimate is similarly high at 64.62% but
marginally below the 65% Department guideline. Because both estimates are just below the maximum
they are acceptable.

The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above the
Underwriter's base year effective gross income, expense and net operating income and revised total
annual debt service were utilized resulting in a debt coverage ratio that remains above 1.15% and
continued positive cashflow. Therefore, the development can be characterized as feasible.

ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 13.1 acres $31,200 Tax Year: 2006
Existing Buildings: $0 Valuation by: Gray CAD
Total Assessed Value: $31,200 Tax Rate: 2.588023

EVIDENCE of PROPERTY CONTROL

Type: Unimproved Property Contract Acreage: 15 +/-
Contract Expiration: 9/1/2007 Valid Through Board Date? Yes |:| No
Acquisition Cost: $265,780 Other:

Seller:  Heathmore, Inc. Related to Development Team? |:| Yes No
Comment:

The subject site is to consist of five total parcels that will be replatted to form one contiguous lot.
Currently the site consists of five total parcels, four of which are normal platted lots and a fifth parcel
that is a vacated street (Carter Street) and easements that will be converted and integrated into the
final single parcel with the other four lots to form one contiguous lot. Accordingly, it is a condition of this
report that the five parcels be replatted into one contiguous lot as proposed before commencement of
construction.

TITLE

Comments:
Schedule B of the title commitment indicates that a judgment is outstanding against the subject
property. The judgmentis recorded in Volume 314, Page 190 of the Deed Records of Gray County. The
Applicant has not been able to provide satisfactory information on the subject judgment. Therefore, it is
a condition of this report that the judgment be paid in full or released before commencement of
construction.

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 0 Date of Last Applicant Revision: N/A

Acquisition Value:
The site cost of $18,521per acre (or $3,500 per unit) is assumed to be reasonable since the acquisition is
an arm's length transaction.

Sitework Cost:

The Applicant's claimed sitework costs of $9,000 per unit are at the maximum of current Department
guidelines, therefore further third party substantiation is not required.
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Direct Construction Cost:

The Applicant's direct construction cost estimate is within 5% of the Underwriter's Marshall and Swift
Residential Cost Handbook-derived estimate for single family homes.

Conclusion:
The Applicant's total development cost is within 5% of the Underwriter'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 $9,686,313 supports annual tax credits of $1,076,634. This
figure will be compared to the Applicant's request and the tax credits calculated based on the gap in
need for permanent funds to determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 0 Date of Last Applicant Revision: N/A
Source: Raymond James Multifamily Finance Type: Interim to Permanent Financing
Interim: $3,464,101 8.5% Fixed Term: 24 months
Permanent: $1,324,699 Interest Rate: 8.5% Fixed Amort: 360 months
Comments:

Eagles Nest Enterprises, LLC and Tim Lang are listed as Guarantors. The interest rate on this debt is
considerably higher than the average available sources of debt in the current market. This may be the
case because of the additional risks such as size of market and developer experience associated with
this transaction. If a lower interest rate is achieved additional debt could be serviced thereby reducing
the need for tax credits.

Source: Pampa Economic Development Corp. Type: Interim Financing

Principal: $525,000 Comments: Application for grant, loan or in-kind contribution
Source: Donco Housing Group, LLC Type: Grant

Principal: $259,697 Conditions: Receipt of tax credit allocation

Comments:

The Donco Holding Group, LLC stated in a letter dated March 28, 2007 that it will provide a contribution
of $259,697 if the Applicant receives an allocation of tax credits; however, no other terms or conditions
of the funding were stated. Therefore, it is a condition of this report that the Donco Holding Group, LLC
or some other alternative source provide a firm commitment with all terms and conditions acceptable

to TDHCA before commencement of construction.

Source: Raymond James Tax Credit Fund Type: Syndication
Proceeds: $8,881,339 Syndication Rate: 85.5% Anticipated HTC: $ 1,038,857
Comments:

The syndication price is at the low end of current market prices and any increase in rate could reduce
the final allocation of credits since there is little to no deferred developer fee to absorb excess
syndication proceeds.

Amount: $21,497 Type: Deferred Developer Fees
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CONCLUSIONS

Recommended Financing Structure:

As stated above, the proforma analysis results in a debt coverage ratio above the Department’s
maximum guideline of 1.35. The underwriting analysis assumes an increase in the permanent loan
amount to $1,406,797 based on the terms reflected in the application materials. As a result the
development’s gap in financing will decrease by $82,098. The debt service on this amount could easily
be absorbed by the $259,697 Donco Housing Group second lien financing whose terms have not yet
been provided. Therefore the afore referenced condition regarding the Donco Housing Group loan will
at a minimum be required to fill an equivalent amount in terms of debt service based upon $82,098 in
debt and an 8.5% interest rate amortized over 30 years.

The Underwriter's total development cost estimate less the permanent loan and grant indicates the
need for $8,902,836 in gap funds. Based on the submitted syndication terms, a tax credit allocation of
$1,041,372 annually would be required to fill this gap in financing. Of the three possible tax credit
allocations, Applicant’s request ($1,038,857), the gap-driven amount ($1,041,372), and eligible basis-
derived estimate ($1,076,634), the requested amount of $1,038,857 is recommended.

The Underwriter’s recommended financing structure indicates need for $21,497 in deferred fees which
can easily be repaid in the first year of stabilized occupancy. It is worth noting again that the subject's
syndication price is extremely low and the interest rate on the debt is extremely high. These factors
combined with the marginal expense to income ratio help to set an allocation of credits for the subject
to provide syndication proceeds at the remarkably high level of 83% of anticipated total cost.

Underwriter: Date: July 1, 2007
D. Burrell
Reviewing Underwriter: Date: July 1, 2007
Lisa Vecchietti
Director of Real Estate Analysis: Date: July 1, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS
Hampton Villages, Pampa, 9% HTC #07137

Type of Unit Number Bedrooms | No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util Trash
TC 30% 2 2 2 1,020 $318 $204 $408 $0.20 $114.00 $16.00
TC 60% 12 2 2 1,020 $637 523 6,276 0.51 114.00 16.00
TC 30% 4 3 2 1,260 $368 231 924 0.18 137.00 18.00
TC 60% 36 3 2 1,260 $736 599 21,564 0.48 137.00 18.00
TC 30% 2 4 2 1,400 $410 238 476 0.17 172.00 22.00
TC 60% 20 4 2 1,400 $822 650 13,000 0.46 172.00 22.00
TOTAL: 76 AVERAGE: 1,256 $561 $42,648 $0.45 $142.89 $18.79

INCOME Total Net Rentable Sq Ft: 95,480 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $511,776 $471,912 Gray 1
Secondary Income Per Unit Per Month: $15.00 13,680 13,680 $15.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $525,456 $485,592
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (39,409) (36,420) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0
EFFECTIVE GROSS INCOME $486,047 $449,172
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQFT PER UNIT % OF EGI

General & Administrative 6.40% $410 0.33 31,131 $28,780 $0.30 $379 6.41%

Management 5.00% 320 0.25 24,311 22,459 0.24 296 5.00%

Payroll & Payroll Tax 13.68% 875 0.70 66,500 67,200 0.70 884 14.96%

Repairs & Maintenance 8.93% 571 0.45 43,428 33,440 0.35 440 7.44%

Utilities 4.57% 292 0.23 22,216 5,320 0.06 70 1.18%

Water, Sewer, & Trash 4.44% 284 0.23 21,602 13,376 0.14 176 2.98%

Property Insurance 4.55% 291 0.23 22,099 26,600 0.28 350 5.92%

Property Tax 2.588023 10.11% 647 0.51 49,152 58,900 0.62 775 13.11%

Reserve for Replacements 3.91% 250 0.20 19,000 22,800 0.24 300 5.08%

TDHCA Compliance Fees 0.63% 40 0.03 3,040 3,040 0.03 40 0.68%

Other: Supportive Services 1.72% 110 0.09 8,360 8,360 0.09 110 1.86%

TOTAL EXPENSES 63.95% $4,090 $3.26 $310,838 $290,275 $3.04 $3,819 64.62%
NET OPERATING INC 36.05% $2,305 $1.84 $175,209 $158,897 $1.66 $2,091 35.38%
DEBT SERVICE
Raymond James 25.15% $1,608 $1.28 $122,229 $122,230 $1.28 $1,608 27.21%
Donco - Grant 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 10.90% $697 $0.55 $52,979 $36,667 $0.38 $482 8.16%
AGGREGATE DEBT COVERAGE RATIO 1.43 1.30
RECOMMENDED DEBT COVERAGE RATIO 1.35
CONSTRUCTION COST

Descrigtion Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bidg) 2.48% $3,497 $2.78 $265,780 $265,780 $2.78 $3,497 2.53%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 6.37% 9,000 7.16 684,000 684,000 7.16 9,000 6.52%
Direct Construction 51.93% 73,339 58.38 5,573,750 5,328,740 55.81 70,115 50.81%
Contingency 4.80% 2.80% 3,956 3.15 300,637 300,637 3.15 3,956 2.87%
Contractor's Fees 13.45% 7.84% 11,076 8.82 841,783 841,783 8.82 11,076 8.03%
Indirect Construction 7.88% 11,128 8.86 845,720 845,720 8.86 11,128 8.06%
Ineligible Costs 1.25% 1,762 1.40 133,917 133,917 1.40 1,762 1.28%
Developer's Fees 14.58% 11.77% 16,624 13.23 1,263,434 1,263,434 13.23 16,624 12.05%
Interim Financing 3.93% 5,553 4.42 422,001 422,001 4.42 5,553 4.02%
Reserves 3.74% 5,279 4.20 401,220 401,220 4.20 5,279 3.83%
TOTAL COST 100.00% $141,214 $112.40 $10,732,242 $10,487,232 $109.84 $137,990 100.00%
Construction Cost Recap 68.95% $97,371 $77.50 $7,400,170 $7,155,160 $74.94 $94,147 68.23%
SOURCES OF FUNDS RECOMMENDED
Raymond James 12.34% $17,430 $13.87 $1,324,699 $1,324,699 $1,324,699 Developer Fee Available
Additional debt 0.00% $0 $0.00 $82,098
Donco - Grant 2.42% $3,417 $2.72 259,697 259,697 177,599 $1,263,432
HTC Syndication Proceeds 82.75% $116,860 $93.02 8,881,339 8,881,339 8,881,339 % of Dev. Fee Deferred
Deferred Developer Fees 0.20% $283 $0.23 21,497 21,497 21,497 2%
Additional (Excess) Funds Req'd 2.28% $3,224 $2.57 245,010 0 O | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $10,732,242 $10,487,232 $10,487,232 $892,479
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Hampton Villages, Pampa, 9% HTC #07137

DIRECT CONSTRUCTION COST ESTIMATE

Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Single Family Basis
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $1,324,699 Amort 360
Base Cost | $84.73 $8,089,758 Int Rate 8.50% DCR 1.43
Adjustments
Exterior Wall Finish already included $0.00 $0 Secondary $259,697 Amort 0
Subdivision Discount -10.00% (8.47) (808,976) Int Rate 0.00% Subtotal DCR 1.43
9-Ft. Ceilings 0.00 0
Roofing 0.00 0 Additional Amort
Subfloor (2.51) (239,655) Int Rate Aggregate DCR 1.43
Floor Cover 3.20 305,536
Patio $5.54 6,080 0.35 33,683 RECOMMENDED FINANCING STRUCTURE:
Plumbing Fixtures $1,110 22 0.26 24,420
Rough-ins $450 76 0.36 34,200 Primary Debt Service $122,229
Built-In Appliances $2,575 76 2.05 195,700 Secondary Debt Service 0
Exterior Stairs $1,650 0.00 0 Additional Debt Service 7,575
Enclosed Corridors $74.81 0.00 0 NET CASH FLOW $45,404
Heating/Cooling 1.78 169,954
Garages $32.06 18,240 6.12 584,774 Primary $1,324,699 Amort 360
Comm &/or Aux Bldgs $67.23 2,800 1.97 188,244 Int Rate 8.50% DCR 1.43
Other: fire sprinkler $1.95 0 0.00 0
SUBTOTAL 89.84 8,577,639 Secondary $177,599 Amort 0
Current Cost Multiplier 0.94 (5.39) (514,658) Int Rate 0.00% Subtotal DCR 1.43
Local Multiplier 0.86 (12.58) (1,200,870)
TOTAL DIRECT CONSTRUCTION COSTS $71.87 $6,862,112 Additional $82,098 Amort 360
Plans, specs, survy, bld prm{  3.90% ($2.80) ($267,622) Int Rate 8.50% Aggregate DCR 1.35
Interim Construction Interes{  3.38% (2.43) (231,596)
Contractor's OH & Profit 11.50% (8.27) (789,143)
NET DIRECT CONSTRUCTION COSTS $58.38 $5,573,750
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $511,776 $527,129 $542,943 $559,231 $576,008 $667,752 $774,107 $897,402 $1,206,034
Secondary Income 13,680 14,090 14,513 14,949 15,397 17,849 20,692 23,988 32,238
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 525,456 541,220 557,456 574,180 591,405 685,601 794,799 921,390 1,238,271
Vacancy & Collection Loss (39,409) (40,591) (41,809) (43,063) (44,355) (51,420) (59,610) (69,104) (92,870)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $486,047 $500,628 $515,647 $531,116 $547,050 $634,181 $735,189 $852,286 $1,145,401
EXPENSES at 4.00%
General & Administrative $31,131 $32,376 $33,671 $35,018 $36,419 $44,309 $53,909 $65,588 $97,087
Management 24,311 25,040 25,791 26,565 27,362 31,720 36,772 42,629 57,290
Payroll & Payroll Tax 66,500 69,160 71,926 74,803 77,796 94,650 115,156 140,105 207,390
Repairs & Maintenance 43,428 45,165 46,971 48,850 50,804 61,811 75,202 91,495 135,435
Utilities 22,216 23,104 24,028 24,990 25,989 31,620 38,470 46,805 69,283
Water, Sewer & Trash 21,602 22,466 23,365 24,300 25,272 30,747 37,408 45,513 67,370
Insurance 22,099 22,982 23,902 24,858 25,852 31,453 38,268 46,558 68,918
Property Tax 49,152 51,118 53,163 55,290 57,501 69,959 85,116 103,556 153,289
Reserve for Replacements 19,000 19,760 20,550 21,372 22,227 27,043 32,902 40,030 59,254
Other 11,400 11,856 12,330 12,823 13,336 16,226 19,741 24,018 35,553
TOTAL EXPENSES $310,838 $323,029 $335,699 $348,869 $362,559 $439,538 $532,945 $646,299 $950,869
NET OPERATING INCOME $175,209 $177,600 $179,948 $182,247 $184,491 $194,643 $202,244 $205,987 $194,532

DEBT SERVICE

First Lien Financing $122,229 $122,229 $122,229 $122,229 $122,229 $122,229 $122,229 $122,229 $122,229
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 7,575 7,575 7,575 7,575 7,575 7,575 7,575 7,575 7,575
NET CASH FLOW $45,404 $47,795 $50,143 $52,442 $54,687 $64,838 $72,440 $76,182 $64,727
DEBT COVERAGE RATIO 1.35 1.37 1.39 1.40 1.42 1.50 1.56 1.59 1.50
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HTC ALLOCATION ANALYSIS -Hampton Villages, Pampa, 9% HTC #07137

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $265,780 $265,780
Purchase of buildings
Off-Site Improvements
Sitework $684,000 $684,000 $684,000 $684,000
Construction Hard Costs $5,328,740 $5,573,750 $5,328,740 $5,573,750
Contractor Fees $841,783 $841,783 $841,783 $841,783
Contingencies $300,637 $300,637 $300,637 $300,637
Eligible Indirect Fees $845,720 $845,720 $845,720 $845,720
Eligible Financing Fees $422,001 $422,001 $422,001 $422,001
All Ineligible Costs $133,917 $133,917
Developer Fees $1,263,432
Developer Fees $1,263,434 $1,263,434 $1,263,434
Development Reserves $401,220 $401,220
TOTAL DEVELOPMENT COSTS $10,487,232 $10,732,242 $9,686,313 $9,931,325
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $9,686,313 $9,931,325
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $12,592,207 $12,910,723
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $12,592,207 $12,910,723
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $1,076,634 $1,103,867
Syndication Proceeds 0.8549 $9,204,298 $9,437,117
Total Tax Credits (Eligible Basis Method) $1,076,634 $1,103,867
Syndication Proceeds $9,204,298 $9,437,117
Requested Tax Creditsl $1,038,857
Syndication Proceeds $8,881,339
Gap of Syndication Proceeds Needed $8,902,836
Total Tax Credits (Gap Method) $1,041,372
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Project ID# 07137
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

National Previous Participation Certification Received:

Noncompliance Reported on National Previous Participation Certification:

Total # of Projectsmonitored: 3
Projects zerotonine. 3
grouped
by score

tentonineteen: O
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 5/23/2007

Applicant Evaluation ||

Name: Hampton Villages

HOME [

City: Pampa

BOND [ ] HTF [] SECO [ ] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

N/A ' No

[ ] No

L ves

[]Yes

Portfolio Management and Compliance

Projectsin Material Noncompliance

#in noncompliance: 0
Yes [ ] No
Projectsnot reported  Yes [ ]
# monitored with ascore lessthan thirty: 3 in application No
# not yet monitored or pending review: 1 # of projects not reported 0
Single Audit Portfolio Analysis
Not applicable Not applicable
Review pending [] No unresolved issues L]
No unresolved issues L] Not current on set-ups L]
Issues found regarding late cert [ Not current on draws U]
Issues found regarding late audit [ ] Not current on match [
Unresolved issues found that L]
warrant disqualification
(Comments attached)
Date 5/21/2007
HOME Real Edtate Analysis
(Workout)
Not applicable Not applicable [
Review pending [] Review pending [
No unresolved issues [ No unresolved issues
Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that | Unresolved issues found that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer M. Tynan Reviewer D. Burrell
Date 5 /17/2007 Date 5 /21/2007

Office of Colonia Initiatives Financial Administration

No delinquencies found
Delinquencies found L]

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 5 /18/2007 Date

Reviewer Melissa M. Whitehead
5/21/2007




fjf;? ":‘"I}_ MULTIFAMILY FINANCE DIVISION
= - July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Pinnacle of Pleasant Humble, TDHCA Number 07141
BASIC DEVELOPMENT INFORMATION
Site Address: 1200 Blk of 1st Ave. E Development #: 07141
City: Humble Region: 6 Population Served: Elderly
County: Harris Zip Code: 77338 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Pinnacle of Pleasant Humble, L.P.
Owner Contact and Phone: Kenneth W. Fambro (817) 742-1851
Developer: RES IHS, LLC
Housing General Contractor: Integrated Construction and Development
Architect: Architettura-Inc.
Market Analyst: O' Conner & Associates
Syndicator: Red Capital Markets, Inc.
Supportive Services: Comunidad Corporation
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 147
16 0 36 95 Market Rate Units: 6
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 61 92 0 0 0 Total Development Units: 153
Type of Building: Total Development Cost*: $14,750,000
] Duplex 4 units or more per building Number of Residential Buildings: 8
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
| Townhome | Transitional
*Note:_If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,200,000 $0
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant
Request (pending the Financial Feasibility Analysis).

7/23/2007 01:01 PM




—a ¥ MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Pinnacle of Pleasant Humble, TDHCA Number 07141

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Whitmire, District 15, NC Points: 0 US Representative: Poe, District 2, NC

TX Representative: Thompson, District 141, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government
Individuals and Businesses In Support: 1 In Opposition 0

Quantifiable Community Participation Input:

Humble Area Association Neighborhood Organization, Aaron Jelin Letter Score: 24 SorQO: S

The development will provide quality affordable housing for the elderly population of Humble. The
development fits within the community and will hopefully create value to surrounding area. This development
is supported by the City and has received a resolution of support.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:
Support received from an elected official and a qualified neighborhood organization.

CONDITIONS OF COMMITMENT

Receipt, review, and acceptance, before cost certification of evidence that all Phase | ESA recommendations have been carried out, including
recommendations with regard to disposal of containers of potentially hazardous material, and further testing of any potential contaminants related
to past oil & gas exploration which are uncovered during development.

Receipt, review, and acceptance, before carryover, of documentation identifying any possible impact on the development from the pipeline
easement, ingress/egress easement, and sulfur lease listed in Schedule B of the Title Commitment.

Should the terms and rates of the proposed debt or syndication change, the transaction should be reevaluated and an adjustment to the credit
allocation amount may be warranted.

Receipt of a commitment of funding from the Harris County Housing Finance Corporation in the amount of $737,500, or a commitment from a
qualifying substitute source in an amount not less than $737,500, as required by 8§49.9(i)(5) of the 2007 QAP. The Local Political Subdivision must
attest to the fact that any funds committed were not first provided to the Local Political Subdivision by the Applicant, the Developer, Consultant,
Related Party or any individual or entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision or
subsidiary. If the terms or amount of funding are different than those of the source for which points were awarded, the Application may be
reevaluated for financial feasibility.

7/23/2007 01:01 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Pinnacle of Pleasant Humble, TDHCA Number 07141

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:187 [ ] Meeting a Required Set-Aside Credit Amount*: $0
Recommendation: Not Recommended: Does not have a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 01:01 PM




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

REPORT DATE: 07/17/07 PROGRAM: 9% HTC FILE NUMBER: 07141

DEVELOPMENT

Pinnacle of Pleasant Humble

Location: 1200 block of 1st Ave East Region: 6

City: Humble County: Harris Zip: 77338 |:| QCT DDA

Key Attributes: Multifamily, Elderly, New Construction, Urban/Exurban

ALLOCATION
REQUEST RECOMMENDATION
TDHCA Program Amount Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $1,200,000 $1,200,000
CONDITIONS

1 Receipt, review, and acceptance, before cost certification of evidence that all Phase | ESA
recommendations have been carried out, including recommendations with regard to disposal of
containers of potentially hazardous material, and further testing of any potential contaminants related
to past oil & gas exploration which are uncovered during development.

2 Receipt, review, and acceptance, before carryover, of documentation identifying any possible impact
on the development from the pipeline easement, ingress/egress easement, and sulfur lease listed in
Schedule B of the Title Commitment.

3 Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 16
50% of AMI 50% of AMI 36
60% of AMI 60% of AMI 95
PROS CONS

d The market study for a higher scoring
development in the same market as the subject
suggests that there is sufficient demand for only
one of the two developments.

d The market for 2 bedroom units at 50% and 60%
AMI appears to be saturated with unit capture
rates of over 125%.

1of11
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d The Applicant's high expense to income ratio
while only slightly less than the maximum
guideline, reflects extensive deep rent targeting,
but is still considered to be acceptable.

PREVIOUS UNDERWRITING REPORTS

This development was the subject of application # 060136 in the 2006 9% tax credit cycle, but did not score
high enough to receive consideration.

DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

Operating Partmership

Pinnacle of Fleasant Humble, LF

A

Texas Limited Partnership

1% General Partner

Integrated Pleasant Humble GF,

LLE

|
L]

Shareholder:
Richard E. Simmans,

Managing Member - 75%

Eenneth W. Fambro,
Member - 25%

CONTACT

Contact: Kenneth Fambro

Phone: (817) 742-1851 Fax: (817) 742-1852

Email: kfambro@integratedreg.com

KEY PARTICIPANTS

Name

Net Assets Liquidity? # of Complete Developments

Richard E. Simmons

confidential

8 complete development

Kenneth W. Fambro Il

confidential

1 complete development

1 Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

d The Applicant, Developer, General Contractor, and Property Manager are related entities. These are
common relationships for HTC-funded developments.

20f11
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PROPOSED SITE

SITE PLAN
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Building Type I I M CH Total
Floors/Stories 3 3 3 Buildings
Number 4 2 1 1 8
BR/BA SF Units Total Units Total SF
1/1 700 15 1 61 42,700
2/2 940 11 18 12 92 86,480
Units per Building 26 18 12 1 153 129,180
Comments:

The project includes one one-bedroom unit in the community building. This unit could be designated as

a tax credit unit or a market rent unit.

This section intentionally left blank.
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SITE ISSUES

Total Size: 10.22 acres Scattered site? Yes No
Flood Zone: X Within 100-yr floodplain? Yes No
Zoning: N/A Needs to be re-zoned? Yes No N/A
Comments:
The application initially indicated the development site acreage would be 6.7 acres out of a total
acquisition of 10.22 acres. The Applicant subsequently submitted a site plan which encompasses the
entire 10.22 acre tract. All proposed improvements are contained within a roughly square area of
approximately 6.7 acres. The remainder of the tract consists of green space, including a creek, along
the north and west sides of the tract. It should be noted that as part of this application, the entire 10.22
acre tract must remain part of the development, subject to restrictions for the duration of the
associated Land Use Restriction Agreement.

TDHCA SITE INSPECTION

Inspector: Manufactured Housing Staff Date:  5/1/2007

Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable

Surrounding Uses:
North:  vacant property, industrial buildings East: restaurant, single family residential

South:  post office, school West: pawn shop, commercial

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider: Professional Service Industries, Inc. Date: 3/29/2007

Recognized Environmental Concerns (RECs) and Other Concerns:

d "The historical information developed and reviewed for the subject property revealed evidence of
recognized environmental conditions ... Aerial photographs were reviewed ... the 1957 and 1962
photographs indicate the presence of a water or driling fluids pit. The 1986 photograph depicts the
presence of a structure on the subject property. The historical review indicated there may have been
oil or gas wells on the subject property ... Because of the likelihood of historic oil and gas exploration ...
there is the possibility of environmental issues that could be observed during development ... If
observations of oil and gas exploration contaminants are observed during development, PSI
recommends that sampling of such potential contaminants be conducted to determine if hazardous
materials are present." (pp. 4,13, 19)

d "The Phase | ESA revealed on-site conditions of containers of lamp oil and other hazardous materials ...
recommendations included disposal of such containers in accordance with local and TCEQ
regulations." (p. 13)

Comments:
Receipt, review, and acceptance, before carryover, that all Phase | ESA recommendations regarding
the monitoring for and disposition of potential oil and gas exploration contaminants and lamp oil. etc.
have been carried out, will be a condition of this report.

This section intentionally left blank.
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MARKET HIGHLIGHTS

Provider: O'Connor & Associates Date: 3/8/2007
Contact: Daniel C. Hollander Phone: (713) 686-9955 Fax: (713) 686-8336
Number of Revisions: 2 Date of Last Applicant Revision: 7/16/2007

Primary Market Area (PMA): 283 square miles & 9.5 mile radius
"For the purposes of this report, the subject's primary market area includes the city of Humble and parts
of Huffman, Kingwood, Crosby, and Houston. This geographic area essentially is contained within the
following zip codes 77044, 77336, 77338, 77339, 77345, 77346, 77396, and 77532 ... The PMA contains a
population of 202,304 persons as of 2006 ... because the subject is a Seniors project, it is allowable to
exceed the 100,000 population TDHCA guideline. Because of the limited number of existing Seniors HTC
complexes in the Houston area, and the extensive transportation network, which allows for a larger
drawing area for a Seniors project, it is considered appropriate to exceed the 100,000 population
guideline" (p.10) ... Based on our research, there is one (additional) senior affordable housing project
(the Wentworth Apartments with 90 units, 100% rent restricted) that has been submitted for tax credit
financing ... There is one affordable senior housing project under construction (Knightsbridge with 120
units, 100% rent restricted), and no affordable senior housing projects currently approved for
construction in the PMA.

One HTC senior complex, Kingwood Senior Village, is located approximately 4.6 radial miles north of the
subject site, with 193 total units, 192 being rent restricted. The Underwriter believes that Kingwood Senior
Village is located within the boundaries of the original PMA, and should have been included in the
(Analyst's) capture rate calculations. Humble Memorial Gardens is a Senior HTC project, located
approximately 1.25 radial miles west of the subject. It was reported that Humble Memorial Gardens
opened in early 2005 and has a current overall occupancy of 99%. (p. 87)

However, in addition to crossing Lake Houston and including half of the PMA on the east side of the
lake, the PMA originally defined by the Analyst was quite large (with a population over 200,000).
Moreover, another proposed senior development, the Wentworth Apartments (#07300), is located a few
miles east of the subject. A different market analyst who did the study for that development derived a
much smaller market area that did not cross the lake to the east or the river to the north. It should be
noted that the Wentworth Apartments application has a higher priority. The conclusions of the market
analysis for Wentworth Apartments indicated there was insufficient demand to support two new senior
developments in the area. On request from the Underwriter, the Market Analyst for the subject provided
a revised PMA, and based upon the Underwriter's suggestion excluded the areas east and north of the
lake. The analysis of both the original and revised market areas are reflected below.

07141 Pinnacle at Pleasant Humble.xls,

printed: 7/18/2007

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name Fle# | o@ [ comp Name Fle# | o@ Comp
Units Units Units  [2s%  Units
Wentworth Apartments | 07300 90 90 0 0 0 0
Knightsbridge 060225 120 120 0 0 0 0
Kingwood Senior Vilage| 05222 192 192 0 0 0 0
INCOME LIMITS
Harris
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $12,800 $14,650 $16,450 $18,300 $19,750 $21,250
50 $21,350 $24,400 $27,450 $30,500 $32,950 $35,400
60 $25,620 $29,280 $32,940 $36,600 $39,540 $42,480
50f11




MARKET ANALYST'S PMA DEMAND by UNIT TYPE

. Turnover Growth Other Unstabilized
Unit Type bemand | bemand | bemand Total Demand | Subject Units Cor(r;?vz:\:;lble Capture Rate
1BR/ 30% 102 18 0 120 10 0 8%
1BR / 50% 148 32 0 180 10 105 64%
1BR / 60% 169 42 0 211 39 0 19%
2 BR/ 30% 14 2 0 16 6 0 38%
2BR / 50% 54 12 0 66 26 105 199%
2BR / 60% 58 12 0 70 56 0 128%
OVERALL DEMAND
HoLi:eghitlds Household Size | Income Eligible Tenure Demand
ORIGINAL PMA DEMAND from TURNOVER
Market Analyst 74 25% 13,852 67% 9,303 100% 9,303 9% 859 65% 558
Underwriter 18% 18,268 | 1004 18,268 14% 2,613 62% 1,630 46% 755
ORIGINAL PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst 74 67% 2,107 25% 531 9% 49 100% 49
Underwriter 100% 481 14% 69 62% 43 100% 43
DEMAND from OTHER SOURCES
Market Analyst 74 188
Underwriter 0
ORIGINAL PMA INCLUSIVE CAPTURE RATE
. . Unstabilized Unstabilized Total Demand Inclusive Capture
Subject Units | Comparable | Comparable | Total Supply (w/25% of Rate
(PMA) (25% SMA) SMA)
Market Analyst 75 147 210 0 357 795 45%
Underwriter 147 402 0 549 798 69%
HoLi:eghitlds Household Size | Income Eligible Tenure Demand
REVISED PMA DEMAND from TURNOVER
Market Analyst T4r 23% 8,647 100% 8,647 100% 8,647 119% 915 46% 421
Underwriter 15% 9,196 100% 9,196 16% 1,510 62% 942 46% 433
REVISED PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst T4r 23% 555 100% 555 119% 59 100% 59
Underwriter 100% 631 16% 104 62% 65 100% 65
DEMAND from OTHER SOURCES
Market Analyst T4r 103
Underwriter 13
REVISED PMA INCLUSIVE CAPTURE RATE
. . Unstabilized Unstabilized Total Demand Inclusive Capture
Subject Units | Comparable | Comparable | Total Supply (w/25% of Rate
(PMA) (25% SMA) SMA)
Market Analyst 75r 147 210 0 357 583 61%
Underwriter 147 210 0 357 511 70%
6 of 11

07141 Pinnacle at Pleasant Humble.xls,
printed: 7/18/2007




Inclusive Capture Rate Rates:
Based on the original PMA, the Analyst understates population by unnecessarily restricting the number
of total households. The Analyst overstates turnover based on the IREM turnover rate of 65% for
multifamily housing in Houston, and calculates an inclusive capture rate of 45%. The unstabilized
comparable supply used by the Analyst included Wentworth and Knightsbridge, a senior development
under construction located in the PMA. If the Analyst had included the third project, Kingwood Senior
Village, their inclusive capture rate would have increased to 69% but they excluded Kingwood stating
that it is outside the PMA.

The IREM turnover rate unquestionably overstates turnover for elderly households because it includes
nonelderly households such as students and higher income households. The Underwriter has looked to
the TDHCA database for more localized turnover information. The available data indicates the average
turnover rate for all stabilized HTC developments in the vicinity to be 46%. Historical data has generally
suggested that senior households in rental developments turnover at a much lower rate than non-senior
households. Since there are no stabilized senior developments operating in the vicinity of the PMA, it is
difficult to obtain specific information to reflect the senior market in the area. The Underwriter therefore
applied the overall average turnover rate of 46%.

The Underwriter also included Kingwood Senior Village in the supply because TDHCA data indicates that
it is located inside the original PMA. The Analyst also included demand from Section 8 housing choice
vouchers. The Underwriter did not consider Section 8 demand as it was not necessary to meet the
capture rate guidelines. Based on the original PMA, the underwriting analysis calculates an inclusive
capture rate of 67%.

The capture rates determined by both the Analyst and the Underwriter are within Department
guidelines. However, due to the concerns about the PMA as discussed above, the Analyst submitted a
revised PMA excluding the areas east and north of Lake Houston. The revised market area has an
overall population of approximately 116,000. Wentworth and Knightsbridge are located within this area.
Since Kingwood Senior Village is located north of the lake it is not a factor in the revised calculations.
Based on the revised market area, the Analyst determined an inclusive capture rate of 61%;
underwriting analysis concludes an inclusive capture rate of 70%, both of which are acceptable.

Primary Market Occupancy Rates:
"According to the 4th quarter 2006 O'Connor & Associates program, there were 64 projects in the
primary market area, which contained a total of 11,541 units. The overall occupancy rate for the
projects in this primary market area was reported to be 88.65% Occupancy rates for Class B projects
was the lowest of the four Classes at 86.42% ... occupancy rates and rental rates have remained strong
over the past 14 quarters, with gradual increases in both categories. Rents in the area have been
strengthened by the moderate level of new construction over the past several years. However, overall
occupancy has trended down from reporting period. Overall, supply and demand are generally in
balance." (pp. 39, 41)

"The majority of the apartment facilities in the subject's primary market are older, less appealing
projects. Itis our opinion that rental rates will show moderate increases over the next few years. With
continued demand and negligible new construction, the supply of available apartment product is
declining. This trend is expected to continue, which is likely to result in occupancies remaining high in
the area. Although rents are slowly increasing, there are limited indications of external obsolescence in
the market ..."

"Due to the overall lack of recently-constructed affordable housing projects in the subject's primary
market area, and based on the performance of the current low income housing projects, it appears as
though there is a pent-up demand in the subject's primary market area. The newer projects in the
primary market area report notably higher occupancy levels, along with higher rents. With average
rental rates in the subject's submarket at $0.843 psf, and occupancy rates averaging 88.65% overall, it is
reasonable to project that a newly constructed affordable housing project with competitive amenities
and an average rent of $0.74 psf per month, such as the subject property, would perform favorably in
this market." (p. 48)
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Absorption Projections:
"Absorption in the subject's PMA over the past fourteen quarters ending December 2006 totals a
negative 106 units. Absorption has ranged from negative 120 units to positive 437 units. Absorption over
the past three years has averaged +/- 124 units per quarter, with the greatest amount of absorption
taking place in the Class B Properties." (p. 41) "Considering the absorption history of similar properties
and the available quality affordable units in this market, we project that the subject property will lease
an average of 10-20 units per month until achieving stabilized occupancy ... within 6-12 months
following completion." (p. 89)

RENT ANALYSIS (Tenant-Paid Net Rents)

Unit Type (% AMI) Proposed Rent ’\:;(?rﬁnr; Market Rent Und(;(r:\r/]:tlng Sav;agrigtver
1BR 700SF  30% $251 $251 $730 $251 $479
1BR 700 SF  50% $479 $479 $730 $479 $251
1BR 700 SF  60% $594 $594 $730 $594 $136
1BR 700 SF MR $720 $730 $720 $10
2BR 940 SF  30% $303 $303 $920 $303 $617
2BR 940 SF  50% $578 $578 $920 $578 $342
2BR 940 SF  60% $714 $715 $920 $715 $205
2 BR 940 SF MR $863 $920 $863 $57

Market Impact:
"Based on the high occupancy levels of the existing properties in the market, along with the strong
recent absorption history, we project that the subject property will have minimal sustained negative
impact on the existing apartment market. Any negative impact ... should be of reasonable scope and
limited duration.” (p. 89)

Houston Market Study:
The Department commissioned a market study for the Houston-Baytown-Sugar Land Metropolitan
Statistical Area (MSA). The study, completed in February 2006 by Vogt, Wiliams & Bowen, LLC, only
considers demand from household growth, and from replacement or renovation of existing housing. It
does not incorporate demand from turnover as normally considered in development-specific market
studies because in an overall study the demand from turnover returns to all of the units in the market
area. A development-specific market study identifies the demand from turnover as potential demand
that can be attracted away from existing units and to the proposed development (and any other new
developments that have not yet become fully occupied).

The proposed development is located in the IAH/Lake Houston submarket within the Houston MSA. This
submarket contains more than double the population of the subject PMA, and is three times the size in
area. The subject PMA is similar in size to the Lake Houston submarket, but oriented more to the
southeast (where there are less developments). In this submarket, the Vogt, Williams study determines
total one year growth-based demand for 11 units from senior households below 30% AMI, and negative
demand (-210 units) from senior households between 51-60% AMI. The Market Analyst for the subject
application did not address the Vogt, Wiliams, Bowen study.

Comments:
By defining a large PMA, the Market Analyst was able to identify sufficient demand to support the
subject property (Pinnacle) as well as another proposed development, Wentworth Apartments (07300)
located less than 4 miles away. Conversely, the Analyst for Wentworth defined a much smaller PMA and
did not consider Pinnacle in calculating the capture rate because Wentworth had a higher application
score. Including Pinnacle in the supply for the capture rate for Wentworth leads to the conclusion that
the demand is insufficient to support both developments. Wentworth has been recommended based
on its higher priority and a market analysis indicating sufficient demand for one new development.
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The subject application highlights the potential conflict and inconsistency in the Department's market
analysis guidelines. Two applications located several miles apart have submitted market analyses from
different providers with different conclusions. The analysis for the higher priority application is based on
a very reasonable and defensible market area, and concludes that demand is sufficient for only one
new development. The Underwriter determined that the original PMA defined for the lower priority
application was not as defensible in comparison to the market area of the first application. By revising
the market area to be more geographically reasonable, however, the Market Analyst was able to
demonstrate sufficient demand to support both proposed developments and the Underwriter concurs
with this finding based upon the numerical analysis.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant's projected income is based on the maximum tax credit program rents for Harris County,
adjusted for utility allowances dated April 2007 provided by the Harris County Housing Authority. For the
six market rate units, the Applicant has projected rents higher than the 60% tax credit rent but slightly
lower than the market rent reported by the Market Analyst.

The Applicant has included secondary income of $10.26 per unit per month from vending, late fees,
and deposits. The Applicant has also included income from the rental of 50 garages at $50 per month
each, but did not provide any documentation to support the likelihood that this income can be
achieved. The Underwriter has therefore included a total of $15 per unit per month, the maximum of
the underwriting guideline range for secondary income. The Applicant's vacancy and collection loss
assumption at 7.5% is acceptable under current underwriting guidelines. Despite the difference in
secondary income assumptions, the Applicant's projected effective gross income is within 5% of the
Underwriter's estimate.

Expense: Number of Revisions: 1 Date of Last Applicant Revision: 5/9/2007

The Applicant's projection for total annual operating expenses, at $4,496 per unit, is not within 5% of the
Underwriter's estimate of $4,163. Specific line items with significant variances include: payroll & payroll
tax (the Applicant's projection is $25K higher than the Underwriter's estimate); utilities (the Applicant's
projection is $14K lower); and property tax (the Applicant's projection is $32K higher).

Conclusion:
The Applicant's projections for total annual operating expenses and net operating income (NOI) each
differ from the Underwriter's estimates by more than 5%; the Underwriter's figures will therefore be used
to determine debt capacity. The Underwriter's projected NOI and debt service provide a first year debt
coverage ratio of 1.34, within the acceptable range of 1.15 to 1.35.

Feasibility:
The Applicant's expense to income ratio is marginally below the Department's 65% maximum while the
Underwriter's estimate is slightly lower. A minor increase in Applicant's expenses would suggest that this
development would not meet the expense to income standard and would not be predicted to sustain
future periods of expense growth with flat rents. Nonetheless, the Underwriter's estimates are used in this
case and are within the Department's tolerance standards; the development can therefore be
characterized as feasible.

The Underwriter's projected NOI and debt service are used to create a 30-year operating proforma,
applying a 3% growth factor to income and 4% to expenses. This analysis indicates continued positive
cash flow providing a debt coverage ratio that remains above 1.15; the development can therefore be
considered financially feasible.
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ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 10.228 acres $488,386 Tax Year: 2007
Existing Buildings: $0 Valuation by: Harris County CAD
Total Assessed Value: $488,386 Tax Rate: 2.60182

EVIDENCE of PROPERTY CONTROL

Type: Commercial Contract -- Unimproved Property Acreage: 10.23

Contract Expiration: 8/15/2007 Valid Through Board Date? Yes |:| No

Acquisition Cost: $1,336,000 Other:

Seller: MBS Joint Venture Related to Development Team? |:| Yes No
TITLE

Comments:

Schedule B of the Title Commitment lists: 10.b) a pipeline right-of-way and easement over and across
the subject tract, 10.c) An ingress and egress easement, and 10.h) Subject to Sulfur Lease in favor of
Walter Thomas. Receipt, review, and acceptance, before carryover, of documentation identifying any
possible impact these items may have on the development, and that any necessary corrective action
has been completed, will be a condition of this report.

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 0 Date of Last Applicant Revision: N/A

Acquisition Value:

The acquisition cost of $1,336,000, or $131K per acre, is assumed to be reasonable as the purchase is an
arm’s length transaction.

Direct Construction Cost:

The Applicant indicated $262,500 in construction cost for 50 garages, but correctly excluded this
amount from eligible direct costs. The Underwriter's estimate of $198K for garage construction was also
excluded from eligible cost. The Applicant's projected direct construction costs of $7 million is 8% lower
than the Underwriter's estimate of $7.7 million.

Conclusion:
The Applicant's projection for total development cost is within 5% of the Underwriter's estimate; the
Applicant's projection will therefore be used to calculate eligible basis and determine the need for
permanent financing. The eligible basis indicated in the application is incorrect due to an arithmetic
error. The correct calculated eligible basis of $12,322,932 is increased by 30% because Harris County
has been designated a Difficult Development Area. This is then reduced by 4% because 6 units of the
total 153 units will not be subject to rent restrictions. (The Applicant used an Applicable Fraction of 100%
rather than 96%, neglecting to exclude the market rent units from eligible basis.) The adjusted basis of
$15,379,911 supports a tax credit allocation of $1,314,982 annually; however, the allocation to any
development is limited to $1,200,000. This amount will be compared to the Applicant's requested
allocation, as well as the credit amount determined by the gap in financing, to determine any
recommended allocation.
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FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 0 Date of Last Applicant Revision: N/A
Source: Red Capital Markets Type: Interim to Permanent Financing
Interim: $6,000,000 Interest Rate:  7.82% || Fixed Term: 24 months
Permanent:  $3,500,000 Interest Rate: 8.00% Fixed Amort: 360 months
Source: Harris County HFC Type: Interim Financing

Principal: $737,500 Interest Rate: 4.9% Fixed Term: 12 months
Comments:

Applied for; Applicant has anticipated terms of floating rate at AFR, balloon payment at 12 months;
requested amount adjusted up from $650,000.

Source: Communidad Corporation Type: Interim Financing
Principal: $300,000 Interest Rate: |:| Fixed Term: 9 months
Comments:

Floating interest rate at Prime rate + 1%.

Source: Red Capital Markets Type: Syndication
Proceeds: $10,798,920 Syndication Rate: 90% Anticipated HTC: $ 1,200,000
Comments:

The syndication price is at the low end of current market prices and an increase in rate of just over $0.04
could reduce the final allocation of credits since there is limited deferred developer fee to absorb
excess syndication proceeds.

Amount: $451,080 Type: Deferred Developer Fees

CONCLUSIONS

Recommended Financing Structure:
The Applicant’s total development cost estimate less the permanent loan of $3,500,000 indicates the
need for $11,250,000 in gap funds. Based on the submitted syndication terms, a tax credit allocation of
$1,250,125 annually would be required to fill this gap in financing. The Applicant requested an annual
allocation of $1,200,000, which is the maximum permitted. This amount is recommended as the other
two possibilities, the amount determined by eligible basis and the amount determined by the gap in
financing, both exceed the maximum. An allocation of $1,200,000 annually for ten years results in
proceeds of $10,798,920 at a syndication rate of 90%. The anticipated deferred developer's fees of
$451,080 appears to be repayable within five years of stabilized operations.

Underwriter: Date: July 17, 2007
Thomas Cavanagh
Reviewing Underwriter: Date: July 17, 2007
Lisa Vecchietti
Director of Real Estate Analysis: Date: July 17, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Pinnacle of Pleasant Humble, Humble, 9% HTC #07141

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 30% 10 1 1 700 $343 $251 $2,510 $0.36 $92.00 $41.31
TC 50% 10 1 1 700 $571 479 4,790 0.68 92.00 41.31
TC 60% 39 1 1 700 $686 594 23,166 0.85 92.00 41.31

MR 2 1 1 700 720 1,440 1.03 92.00 41.31
TC 30% 6 2 2 940 $411 303 1,818 0.32 108.00 41.31
TC 50% 26 2 2 940 $686 578 15,028 0.61 108.00 41.31
TC 60% 56 2 2 940 $823 715 40,040 0.76 108.00 41.31
MR 4 2 2 940 863 3,452 0.92 108.00 41.31
TOTAL: 153 AVERAGE: 844 $603 $92,244 $0.71 $101.62 $41.31
INCOME Total Net Rentable Sq Ft: 129,180 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $1,106,928 $1,106,256 Harris Houston 6
2nd Income: vending, late fees, dep's, etc Per Unit Per Month: $15.00 27,540 18,840 $10.26 Per Unit Per Month
Other Income: 50 garages @ $50 0 30,000 $16.34 Per Unit Per Month
POTENTIAL GROSS INCOME $1,134,468 $1,155,096
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (85,085) (86,628) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $1,049,383 $1,068,468
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 5.59% $383 0.45 $58,618 $59,000 $0.46 $386 5.52%

Management 4.32% 296 0.35 45,327 54,487 0.42 356 5.10%

Payroll & Payroll Tax 13.58% 931 1.10 142,492 167,703 1.30 1,096 15.70%

Repairs & Maintenance 7.35% 504 0.60 77,105 68,120 0.53 445 6.38%

Utilities 4.16% 285 0.34 43,627 29,236 0.23 191 2.74%

Water, Sewer, & Trash 4.67% 321 0.38 49,046 50,760 0.39 332 4.75%

Property Insurance 3.85% 264 0.31 40,393 46,315 0.36 303 4.33%

Property Tax 2.60182 11.38% 781 0.92 119,424 151,290 1.17 989 14.16%

Reserve for Replacements 3.64% 250 0.30 38,250 38,250 0.30 250 3.58%

TDHCA Compliance Fees 0.56% 38 0.05 5,880 5,880 0.05 38 0.55%

Other: sup srvcs & security 1.60% 110 0.13 16,780 16,780 0.13 110 1.57%

TOTAL EXPENSES 60.70% $4,163 $4.93 $636,943 $687,821 $5.32 $4,496 64.37%
NET OPERATING INC 39.30% $2,696 $3.19 $412,440 $380,647 $2.95 $2,488 35.63%
DEBT SERVICE
Red Capital Markets 29.37% $2,014 $2.39 $308,181 $308,181 $2.39 $2,014 28.84%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 9.94% $681 $0.81 $104,259 $72,466 $0.56 $474 6.78%
AGGREGATE DEBT COVERAGE RATIO 1.34 1.24
RECOMMENDED DEBT COVERAGE RATIO 1.34
CONSTRUCTION COST

DESCI’iQIiDn Factor % of TOTAL PER UNIT PER SQFT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bidg) 8.76% $8,732 $10.34 $1,336,000 $1,336,000 $10.34 $8,732 9.06%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 7.52% 7,500 8.88 1,147,500 1,147,500 8.88 7,500 7.78%
Direct Construction 50.34% 50,203 59.46 7,681,091 7,050,590 54,58 46,082 47.80%
Contingency 4.64% 2.69% 2,679 3.17 409,905 409,905 3.17 2,679 2.78%
Contractor's Fees 13.00% 7.52% 7,502 8.88 1,147,732 1,147,732 8.88 7,502 7.78%
Indirect Construction 3.84% 3,834 454 586,596 586,596 454 3,834 3.98%
Ineligible Costs 4.06% 4,048 4.79 619,393 741,068 5.74 4,844 5.02%
Developer's Fees 14.11% 10.50% 10,471 12.40 1,602,024 1,602,024 12.40 10,471 10.86%
Interim Financing 2.48% 2,474 2.93 378,585 378,585 2.93 2,474 2.57%
Reserves 2.29% 2,288 2.71 350,000 350,000 2.71 2,288 2.37%
TOTAL COST 100.00% $99,731 $118.12 $15,258,826 $14,750,000 $114.18 $96,405 100.00%
Construction Cost Recap 68.07% $67,884 $80.40 $10,386,228 $9,755,727 $75.52 $63,763 66.14%
SOURCES OF FUNDS RECOMMENDED
Red Capital Markets 22.94% $22,876 $27.09 $3,500,000 $3,500,000 $3,500,000 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $1,602,024
HTC: Red Capital Markets 70.77% $70,581 $83.60 10,798,920 10,798,920 10,798,920 % of Dev. Fee Deferred
Deferred Developer Fees 2.96% $2,948 $3.49 451,080 451,080 451,080 28%
Additional (Excess) Funds Req'd 3.33% $3,326 $3.94 508,826 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $15,258,826 | $14,750,000 [ $14,750,000 $2,174,141
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Pinnacle of Pleasant Humble, Humble, 9% HTC #07141

DIRECT CONSTRUCTION COST ESTIMATE

Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Multiple Residence Basis
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $3,500,000 Amort 360
Base Cost |  $s5.17| $7,590,271 Int Rate 8.00% DCR 134
Adjustments
Exterior Wall Finish 4.80% $2.65 $342,069 Secondary $0 Amort
Elderly 3.00% 1.65 213,793 Int Rate Subtotal DCR 1.34
9-Ft. Ceilings 3.60% 1.99 256,551
Elevators $43,500 5 1.68 217,500 Additional $10,798,920 Amort
Subfloor (0.82) (106,358) Int Rate Aggregate DCR 1.34
Floor Cover 2.43 313,907
Breezeways/Balconies $22.15 34,152 5.86 756,467 RECOMMENDED FINANCING STRUCTURE:
Plumbing Fixtures $805 276 1.72 222,180
Rough-ins $400 306 0.95 122,400 Primary Debt Service $308,181
Built-In Appliances $1,850 153 2.19 283,050 Secondary Debt Service 0
Exterior Stairs $1,800 24 0.33 43,200 Additional Debt Service 0
Hurricane Wind Adj $0.94 129,180 0.94 121,429 NET CASH FLOW $104,259
Heating/Cooling 1.90 245,442
Garages $19.88 10,000 1.54 198,780 Primary $3,500,000 Amort 360
Comm &/or Aux Bldgs $59.76 7,700 3.56 460,152 Int Rate 8.00% DCR 1.34
Other: fire sprinkler $1.95 129,180 1.95 251,901
SUBTOTAL 85.69 11,068,893 Secondary $0 Amort 0
Current Cost Multiplier 0.98 (1.71) (221,378) Int Rate 0.00% Subtotal DCR 1.34
Local Multiplier 0.89 (9.43) (1,217,578)
TOTAL DIRECT CONSTRUCTION COSTS $74.55 $9,629,937 Additional $10,798,920 Amort 0
Plans, specs, survy, bld prm| ~ 3.90% ($2.91) ($375,568) Int Rate 0.00% Aggregate DCR 1.34
Interim Construction Interes; 3.38% (2.52) (325,010)
Contractor's OH & Profit 11.50% (8.57) (1,107,443)
NET DIRECT CONSTRUCTION COSTS $60.55 $7,821,916
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $1,106,928 $1,140,136 $1,174,340 $1,209,570 $1,245,857 $1,444,290 $1,674,328 $1,941,005 $2,608,548
Secondary Income 27,540 28,366 29,217 30,094 30,997 35,933 41,657 48,292 64,900
Other Income: 50 garages @ $! 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 1,134,468 1,168,502 1,203,557 1,239,664 1,276,854 1,480,223 1,715,985 1,989,297 2,673,448
Vacancy & Collection Loss (85,085) (87,638) (90,267) (92,975) (95,764) (111,017) (128,699) (149,197) (200,509)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $1,049,383 $1,080,864 $1,113,290 $1,146,689 $1,181,090 $1,369,207 $1,587,286 $1,840,099 $2,472,940

EXPENSES at 4.00%

General & Administrative $58,618 $60,963 $63,402 $65,938 $68,575 $83,432 $101,508 $123,500 $182,810
Management 45,327 46,687 48,088 49,530 51,016 59,142 68,561 79,481 106,816
Payroll & Payroll Tax 142,492 148,192 154,120 160,284 166,696 202,811 246,750 300,210 444,383
Repairs & Maintenance 77,105 80,189 83,397 86,733 90,202 109,745 133,521 162,449 240,465
Utilities 43,627 45,372 47,187 49,074 51,037 62,095 75,548 91,915 136,057
Water, Sewer & Trash 49,046 51,008 53,049 55,170 57,377 69,808 84,932 103,333 152,959
Insurance 40,393 42,009 43,689 45,437 47,254 57,492 69,947 85,102 125,971
Property Tax 119,424 124,200 129,168 134,335 139,709 169,977 206,803 251,607 372,440
Reserve for Replacements 38,250 39,780 41,371 43,026 44,747 54,442 66,237 80,587 119,288
Other 22,660 23,566 24,509 25,489 26,509 32,252 39,240 47,741 70,669
TOTAL EXPENSES $636,943 $661,967 $687,979 $715,017 $743,123 $901,195 $1,093,048 $1,325,926 $1,951,859
NET OPERATING INCOME $412,440 $418,897 $425,311 $431,672 $437,967 $468,012 $494,238 $514,173 $521,080
DEBT SERVICE
First Lien Financing $308,181 $308,181 $308,181 $308,181 $308,181 $308,181 $308,181 $308,181 $308,181
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $104,259 $110,716 $117,130 $123,491 $129,786 $159,830 $186,057 $205,992 $212,899
DEBT COVERAGE RATIO 1.34 1.36 1.38 1.40 1.42 1.52 1.60 1.67 1.69
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HTC ALLOCATION ANALYSIS -Pinnacle of Pleasant Humble,

Humble, 9% HTC #07141

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $1,336,000 $1,336,000
Purchase of buildings
Off-Site Improvements
Sitework $1,147,500 $1,147,500 $1,147,500 $1,147,500
Construction Hard Costs $7,050,590 $7,681,091 $7,050,590 $7,681,091
Contractor Fees $1,147,732 $1,147,732 $1,147,732 $1,147,732
Contingencies $409,905 $409,905 $409,905 $409,905
Eligible Indirect Fees $586,596 $586,596 $586,596 $586,596
Eligible Financing Fees $378,585 $378,585 $378,585 $378,585
All Ineligible Costs $741,068 $619,393
Developer Fees
Developer Fees $1,602,024 $1,602,024 $1,602,024 | $1,602,024
Development Reserves $350,000 $350,000
TOTAL DEVELOPMENT COSTS $14,750,000 $15,258,826 $12,322,932 $12,953,433
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $12,322,932 $12,953,433
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $16,019,811 $16,839,464
Applicable Fraction 96% 96%
TOTAL QUALIFIED BASIS $15,379,911 $16,166,824
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $1,314,982 $1,382,263
Syndication Proceeds 0.8999 $11,833,658 $12,439,127
Total Tax Credits (Eligible Basis Method) $1,314,982 $1,382,263
Syndication Proceeds $11,833,658 $12,439,127
Requested Tax Creditsl $1,200,000 I
Syndication Proceeds $10,798,920
Gap of Syndication Proceeds Needed $11,250,000
Total Tax Credits (Gap Method) $1,250,125
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Project ID# 07141
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

National Previous Participation Certification Received:

Noncompliance Reported on National Previous Participation Certification:

Total # of Projectsmonitored: 8
Projects zerotonine. 6
grouped
by score

tentonineteen: 1
twenty to twenty-nine: 1

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 5/23/2007

Applicant Evaluation ||

Name: Pinnacle of Pleasant Humble

HOME [

City: Humble

BOND [ ] HTF [] SECO [ ] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

N/A ' No

[ ] No

L ves

[]Yes

Portfolio Management and Compliance

Projectsin Material Noncompliance

#in noncompliance: 0
Yes [ ] No
Projectsnot reported  Yes [ ]
# monitored with ascore lessthan thirty: 8 in application No
# not yet monitored or pending review: 0 # of projects not reported 0
Single Audit Portfolio Analysis
Not applicable Not applicable
Review pending [] No unresolved issues L]
No unresolved issues L] Not current on set-ups L]
Issues found regarding late cert [ Not current on draws U]
Issues found regarding late audit [ ] Not current on match [
Unresolved issues found that L]
warrant disqualification
(Comments attached)
Date 5/21/2007
HOME Real Edtate Analysis
(Workout)
Not applicable Not applicable [
Review pending [ Review pending [
No unresolved issues [ No unresolved issues
Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that | Unresolved issuesfound that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer M. Tynan Reviewer D. Burrell
Date 5 /17/2007 Date 5 /21/2007

Office of Colonia Initiatives Financial Administration

No delinquencies found
Delinquencies found L]

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 5 /18/2007 Date

Reviewer Melissa M. Whitehead
5/21/2007




fj'f"ﬂ" ":‘"I-, MULTIFAMILY FINANCE DIVISION
i b ": July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Residences at Eastland, TDHCA Number 07149
BASIC DEVELOPMENT INFORMATION
Site Address: 5500 Eastland St. Development #: 07149
City: Fort Worth Region: 3 Population Served: General
County: Tarrant Zip Code: 76119 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: FW-Eastland Housing Partners, Ltd.
Owner Contact and Phone: Dan Allgeier (972) 745-0756
Developer: NuRock Development Group, Inc.
Housing General Contractor: NuRock Construction, LLC
Architect: GTF Design Associates
Market Analyst: Ed Ipser & Associates, Inc.
Syndicator: Provident Tax Credit Funds IX, LLC
Supportive Services: NuRock Housing Foundation I, Inc.
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 140
15 0 0 125 Market Rate Units: 6
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 0 80 60 6 0 Total Development Units: 146
Type of Building: Total Development Cost*: $16,459,946
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,200,000 $1,200,000
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).

7/23/2007 01:01 PM




- il MULTIFAMILY FINANCE DIVISION
- July 30, 2007

Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Residences at Eastland, TDHCA Number 07149

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Brimer, District 10, S Points: 7 US Representative: Burgess, District 26, NC
TX Representative: Veasey, District 95, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]

S, Donavan R. Wheatfall, City Council District 5

S, Roy C. Brooks, County Commissioner Precinct 1

Individuals and Businesses In Support: 3 In Opposition 0
Quantifiable Community Participation Input:

Eastland Estates Owner's Assoc., Ruby Stoy Letter Score: 24 SorO: S

The Townhomes will replace an old run down farmhouse. It will serve as a form of gateway to the
community. The development will enhance our area and the quality design will be an attractive addition to
the neighborhood. The amenities will provide guidance to our youth in the area.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:
Support from elected officials, non-officials and a qualified neighborhood organization.

CONDITIONS OF COMMITMENT

Receipt, review, and acceptance of a revised rent schedule and commitment to restrict 125 units to 50% rents but allow households earning up to
60% of AMI in accordance with 10 TAC §1.32 (i)(3) and the allowable mitigation therein.

Receipt, review, and acceptance of documentation by cost certification verifying no buildings and/or improvements to include drives are located in
the 100-year floodplain. Should buildings or improvements be found to be in the floodplain, a flood hazard mitigation plan must be provided to
include, at a minimum, consideration and documentation of floodplain reclamation sitework costs, building flood insurance and tenant flood
insurance costs.

Receipt, review, and acceptance by cost certification of documentation verifying the title issue with regards to clear ownership of an adjacent lot
proposed for purchase has been resolved or that the property can be developed around the lot if clear title cannot be obtained. In addition,
evidence that all liens including, but not limited to several minor labor liens, a paving lien, two city liens, and a tax suit lien, have been cleared.

Receipt, review, and acceptance by cost certification of evidence that all Phase | ESA recommendations have been carried out including, but not
limited to proper plugging of the water wells, removal of the vehicles, a confirmation soil sampling and testing, and a survey for asbestos
containing materials and lead based paint after existing structures are demolished or removed.

Should the terms and rates of the proposed debt or syndication change, the transaction should be reevaluated and an adjustment to the credit
allocation amount may be warranted.

Receipt of a commitment of funding from the Fort Worth Housing Finance Corporation in the amount of $900,000, or a commitment from a
qualifying substitute source in an amount not less than $822,998, as required by §49.9(i)(5) of the 2007 QAP. The Local Political Subdivision must
attest to the fact that any funds committed were not first provided to the Local Political Subdivision by the Applicant, the Developer, Consultant,
Related Party or any individual or entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision or
subsidiary. If the terms or amount of funding are different than those of the source for which points were awarded, the Application may be
reevaluated for financial feasibility.

Receipt of a commitment of funding from Trinity Victory Family Ministries in the amount of $360,000, or a commitment from a qualifying substitute
source(s) in an amount not less than $329,199, as required by 849.9(i)(25) of the 2007 QAP. The provider of funds must attest to the fact that they
are not the Applicant, the Developer, Consultant, Related Party or any individual or entity acting on behalf of the proposed Application and attest
that none of the funds committed were first provided to the entity by the Applicant, the Developer, Consultant, Related Party or any individual or
entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision. If the terms or amount of funding are
different than those of the source for which points were awarded, the Application may be reevaluated for financial feasibility.
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fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Residences at Eastland, TDHCA Number 07149

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:195 [ ] Meeting a Required Set-Aside Credit Amount*: $1,200,000
Recommendation: Has a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0

HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Real Estate Analysis Division
Underwriting Report

REPORT DATE: 06/21/07 PROGRAM: 9% HTC FILE NUMBER: 07149

DEVELOPMENT

Residences at Eastland

Location: 5500 Eastland Street Region: 3
City: Fort Worth County: Tarrant Zip: 76119 Qct [ ] opa
Key Attributes: Multifamily, Family, New Construction, Urban/Exurban

ALLOCATION

REQUEST RECOMMENDATION

TDHCA Program Amount Interest |Amort/Term Amount Interest |[Amort/Term
Housing Tax Credit (Annual) $1,200,000 $1,200,000

CONDITIONS

1 Receipt, review, and acceptance of a revised rent schedule and commitment to restrict 125 units to
50% rents but allow households earning up to 60% of AMI in accordance with 10 TAC 81.32 (i)(3) and the
allowable mitigation therein.

2 Receipt, review, and acceptance of documentation by cost certification verifying no buildings and/or
improvements to include drives are located in the 100-year floodplain. Should buildings or
improvements be found to be in the floodplain, a flood hazard mitigation plan must be provided to
include, at a minimum, consideration and documentation of floodplain reclamation sitework costs,
building flood insurance and tenant flood insurance costs.

3 Receipt, review, and acceptance by cost certification of documentation verifying the title issue with
regards to clear ownership of an adjacent lot proposed for purchase has been resolved or that the
property can be developed around the Iot if clear title cannot be obtained. In addition, evidence that
all liens including, but not limited to several minor labor liens, a paving lien, two city liens, and a tax suit
lien, have been cleared.

4 Receipt, review, and acceptance by cost certification of evidence that all Phase | ESA
recommendations have been carried out including, but not limited to proper plugging of the water
wells, removal of the vehicles, a confirmation soil sampling and testing, and a survey for asbestos
containing materials and lead based paint after existing structures are demolished or removed.

5 Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 15
60% of AMI 50% of AMI 125
1o0f10
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PROS

CONS

d The development will have a competitive price d The originally proposed rents and Market
advantage over other typical tax credit Analyst's concluded market rents for 60% units
properties in the area since it can serve up to were below the 50% calculated rent reflecting
60% households with 50% rents. limited need for additional units at 60% in this

market.

d The economics of the transaction work with d A portion of the property may be within the 100-
rents restricted to the 50% level. year floodplain.

PREVIOUS UNDERWRITING REPORTS
None
DEVELOPMENT TEAM
OWNERSHIP STRUCTURE
Fw-Eastland
[Tousing Partners, Ltd.
NDG-Eastland, LLC Provident Tax Credit
Cieneral Partner " F “‘"d_ ”"}1 LLC
& 0.01% Interest 09.99% Limited Partner
Robert G. Hoskins ] .
Manager & Sandra K. Hoskins
(%4 N-{E".Ihe]. 50% Member
CONTACT
Contact: Daniel Allgeier Phone: 972-745-0756 Fax: 678-218-1496
Email: dallgeier@nurock.com
KEY PARTICIPANTS
Name Net Assets | Liquidity? # of Completed Developments
Robert & Sandra Hoskins CONFIDENTIAL
NuRock Develop. Group, Inc. $27,830,573 | $27,812,073 16+

1 Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

d The Applicant, Developer, General Contractor, property manager, and supportive services provider are
related entities. These are common relationships for HTC-funded developments.
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PROPOSED SITE

SITE PLAN

BUILDING CONFIGURATION

Building Type A B C D E Total
Floors/Stories 2 2 2 Buildings
Number 8 16 2 4 1 31

BR/BA SF Units Total Units | Total SF

2/2 1,015 2 16 16,240
2/2.5 1,095 2 3 64 70,080
3/2.5 1,350 2 4 4 4 60 81,000
4/2.5 1,489 2 2 6 8,934
Units per Building 4 5 6 4 6 146 176,254

30f10
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SITE ISSUES

Total Size: 28.54 acres Scattered site?

Flood Zone: Zones AE & X Within 100-yr floodplain?
Zoning: CR&B Needs to be re-zoned?
Comments:

According to the ESA provider, a portion of the Subject Property is located within the 100- to 500-year
flood zone. This is discussed in more detail in the "Highlights of Environmental Reports" section (below).

Also, it should be noted, the site is bordered on the South by a creek and vacant, undeveloped land,
that lies within the limits of the 100-year floodplain. According to the site plan, it appears that the
Applicant plans to maintain the "natural area’' of the floodplain.

Receipt, review, and acceptance of documentation by cost certification verifying no buildings and/or
improvements to include drives are located in the 100-year floodplain. Should buildings or
improvements be found to be in the floodplain, a flood hazard mitigation plan should be provided to
include, at a minimum, consideration and documentation of floodplain reclamation sitework costs,
building flood insurance and tenant flood insurance costs is a condition of this report.

TDHCA SITE INSPECTION

Inspector: Manufactured Housing Staff Date:  5/15/2007

Overall Assessment:

|:| Excellent |:| Acceptable Questionable |:| Poor |:| Unacceptable
Surrounding Uses:

North:  Eastland Street, residential uses, and a church

South: Vacant/undeveloped land

East: Zeppeline Mobile Homes and vacant Green Heaven Nursery
West: Public park and vacant/undeveloped land
Comments:

The site inspector considered the site questionable because a "low end" apartment is located across
the street from the site and a run-down small ranch barns is next to site.

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider:  Rone Engineering Services, Ltd. Date:  3/24/2006

Recognized Environmental Concerns (RECs) and Other Concerns:

d "Asmall fringe area located near the southern fringe of the Subject Property from east to west is located
within the 100 to 500-year flood zone. The remaining area of the Subject Property, adjacent to the
creek, is located within special hazard areas inundated by a 100-year flood zone or where base flood
elevations are determined." (p.10)

d "Based upon observations made during the Subject Property visit, the horse stable area on the Subject
Property does not appear to contain areas suspected of containing asbestos. All but one of the
structures on the property consist of wood and the other one metal. Insulation materials were not
observed. Therefore, asbestos testing is not required or warranted for these structures. Based on the age
of the one residence on the Subject Property, a Confirmation Asbestos Survey should be conducted.”
(p. 13)

d "Based on the age of a majority of the painted structures on the Subject Property, lead based paint
testing should be conducted by the party that will demolish or remove these structures. Rone
understands that the current property owner will be responsible for removing the painted structures."

(p-14)
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Comments:
"Both water wells should be properly plugged and abandoned by a State of Texas licensed well driller as
both wells are inoperable.

Based on the age of a majority of the painted structures on the Subject Property, lead based paint
testing should be conducted by the party that will demolish or remove these structures. Rone
understands that the current property owner will be responsible for removing painted structures.

Numerous vehicles are stored on the Subject Property. Since vehicles may drip or leak oils, and metals
have over time leach into the soil, confirmation soil sampling and testing for metals and total petroleum
hydrocarbons should be conducted after the vehicles and equipment have been removed from the
Subject Property to determine if the remaining soil meets current TCEQ Residential Criteria. Rone
understands that the current property owner is removing the vehicles and equipment from the Subject
Property after which, FW-Eastland Housing Partners, Ltd. will authorize the recommended confirmation
soil sampling and testing.

Prior to renovation or demolition of the residence, a Confirmation Asbestos Survey should be
conducted." (p.16)

Receipt, review, and acceptance by cost certification of evidence that all Phase | ESA
recommendations have been carried out including, but not limited to proper plugging of the water
wells, removal of the vehicles, a confirmation soil sampling and testing, and a survey for asbestos
containing materials and lead based paint after existing structures are demolished or removed is a
condition of this report.

MARKET HIGHLIGHTS

Provider:  Ipser & Associates, Inc. Date:  3/16/2006
Contact: Edward Ipser Phone: (817) 927-2838 Fax: (817) 927-0032
Number of Revisions: 0 Date of Last Applicant Revision: N/A

Primary Market Area (PMA):  28.51 square miles ~ 3.02 mile radius
"The market area...is generally defined as east and southeast Fort Worth. This area is south of Interstate
30, west of Lake Arlington, north of US *Bus) Highway 287 and east of Sycamore Creek which flow
through the chain of park land comprising Sycamore Park and Cobb Park. The eastern boundary along
Lake Arlington is extended northward along Sandy Lane Road and includes the three census tracts
directly north of the lake."

Secondary Market Area (SMA):
The Market Analyst did not define a secondary market.

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name Fle# | 'o@ | comp Name Flex | 'o@ comp
Units Units Units 25%  Units
Village Creek 06415 252 252 No secondary market
INCOME LIMITS
Tarrant
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $13,300 $15,200 $17,100 $19,000 $20,500 $22,050
60 $26,640 $30,420 $34,260 $38,040 $41,100 $44,100
50f 10
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MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type I;i;ﬁ;i; DGerrcT)]v;/:; DSrtnhaer: d D;;t;lll d Subject Units|Comparable| Capture Rate
(PMA)
2 BR/30% Rent Limit 111 1 112 15 0 13%
2 BR/50% Rent Limit 375 5 380 64 0 17%
3 BR/50% Rent Limit 381 6 387 57 0 15%
4 BR/50% Rent Limit 6 0 6 4 0 67%
OVERALL DEMAND
HoLi:agheotlds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. ExN-1 30,558 30,558 2% 12,620 34% 4,304 5% 1,924
Underwriter 100 30,955 30,955 45% 14,013 34% 4,779 45% 2,136
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. ExN-1 198 41% 82 34% 28 100% 28
Underwriter 216 45% 98 34% 33 100% 33
DEMAND from OTHER SOURCES
Market Analyst p. 3-6 99
Underwriter 0
INCLUSIVE CAPTURE RATE
Unstabilized | Unstabilized Total Inclusive
Subject Units| Comparable|Comparable| Total Supply| Demand Capture Rate
(PMA) (25% SMA) (W/25% of SMA)
Market Analyst p. = ) o] 140 0 392 2,051 19.12%
Underwriter 140 0 392 2,170 18.07%

Primary Market Occupancy Rates:
"The nearest complexes to the subject were 2 rental-assisted locations that had a physical occupancy

rate of 96.2% and an economic or leased occupancy rate of 97.6% ...

Cobb Park Townhomes, [the

closest new tax credit development] about 4.4 miles northwest and rated in good condition, was 70.9%
occupied."(p.2-16) The Market Analyst also produced the following chart on occupancies in the area
reflecting a 79% occupancy rate for tax credit transaction surveyed:
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APARTMENT SURTVEY Non-subsidized Subsidized Total
Fort Worth, Texas — — - — W Housing
Conven- HiC Total Pri-Bsd PHA Total Lnifs
tional Sec &
MNumber of Units 1,955 548 [ 2,503 348 300 64 3.151
Number of Vacancies 3186 120 436 10 31 141 477
Facant, bur Leased Units 19 g 27 5 0 32
Number of Qff-line Units 203 2 205 1 0 206
Physical Occupancy B3 8% 78.1% | 82.6% 97.1% 80.7% 093 7 8499
Occupancy minus off-line uniis 03.6% 78.4% | 89.0% 07.4% 80.7% 93 8% 90.8%
Leased Occupancy 24 8% 79.6% | 83.7% 08.6% 80.7% O 4% 85.0%
Occupancy minus aoff-ling unirs 04 6% 709% [ 91.1% 08.8% 89.7% 04 6% 01.99
Sowrce: Ided Survey in March 2007




Absorption Projections:
"Average absorption for the subject is estimated at 15 to 16 units per month. It is expected that about 8
to 9 months will be required to achieve 92.5% occupancy of the 146 units. Absorption could be
accelerated by the acceptance of Section 8 Vouchers." (p.3-7)

RENT ANALYSIS (Tenant-Paid Net Rents)

Unit Type (% AMI) Proposed Rent l\::ac;?rrninr:w Market Rent Und(;(r:\r/]:tlng Savaagri;ver
2BR 1,015SF  30% $343 $343 $600 $343 $257
2 BR 1,015SF  50% $594 $629 $600 $600 $0
2 BR 1,015 SF 60% $594 $772 $600 $600 $0
2 BR 1,015 SF MR $594 N/A $600 $600 $0
2 BR 1,095 SF  30% $343 $343 $620 $343 $277
2 BR 1,095 SF  50% $594 $629 $620 $620 $0
2 BR 1,095 SF 60% $594 $772 $620 $620 $0
3 BR 1,350 SF 50% $687 $728 $740 $728 $12
3 BR 1,350 SF 60% $687 $893 $740 $740 $0
3 BR 1,350 SF MR $687 N/A $740 $740 $0
4 BR 1,489 SF 50% $770 $811 $790 $790 $0
4 BR 1,489 SF 60% $770 $995 $790 $790 $0
4 BR 1,489 SF MR $770 N/A $790 $790 $0

The underwriting rents are typically derived from the lesser of the market study achievable rent or the
maximum tax credit income restricted rent. In this case the Market Analyst derived a market rent for
similarly restricted units that are $18 to $38 below the maximum net program rent for units targeting 50%
of AMGI households. Initially this development was considered infeasible for lack of demand for 60%
units pursuant to 10 TAC § 1.32 (i)(3) and was not recommended for funding. After being informed of
the Department's concern in this regard, the Applicant provided an updated utility allowance from the
Fort Worth Housing Authority dated April 2, 2007 which increased from $6 to $10. In addition, the
Applicant provided a revised rent schedule where all of the 60% units were converted to units restricted
to rents at the 50% of AMGI level, while income limits remained at 60%. As this is an acceptable
mitigation under the rule; therefore, the development can be recommended for funding.

Market Impact:

The Market Analyst does not explicity comment on the impact the proposed development will have on
the market area.

Comments:

The Underwriter found the market study provided sufficient information on the market area but it leads
to a conclusion that the subject should not be recommended for funding.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 3 Date of Last Applicant Revision: 6/21/2007

The Underwriter utilized the lesser of the Market Analyst’s market rent conclusion or the 30% or 50% rents
calculated by subtracting “Total Electric Units Only” tenant-paid utility allowances as of April 2, 2007,
maintained by the Housing Authority of the City of Fort Worth, from the 2007 program gross rent limits.
Tenants will be required to pay electric costs only. The Applicant’s secondary income and vacancy and
collection loss assumptions are in line with current TDHCA underwriting guidelines. Furthermore, despite
the Applicant's use of slightly lower rents for the units with rents restricted at the 50% level, and incomes
restricted at the 60% level, as well as the Market rate units, effective gross income is within 5% of the
Underwriter's estimate.
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Expense: Number of Revisions: 2 Date of Last Applicant Revision: 5/22/2007

The Applicant’s revised total annual operating expense projection at $4,070 per unit is within 5% of the
Underwriter’s adjusted estimate of $4,146, derived from the TDHCA database, third-party data sources,
and historical operating expenses for Residences at Diamond Hill, TDHCA #01025, for year end
December 2006 provided by the Applicant.

Conclusion:
The Applicant’s net operating income is not within 5% of the Underwriter’s estimates; therefore, the
Underwriter's year one proforma will be used to determine the development's debt capacity. The
proposed permanent financing structure results in an initial year’s debt coverage ratio (DCR) of 1.27,
which is within the Department’s DCR guideline of 1.15 to 1.35.

Feasibility:
The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Underwriter’s base year effective gross income, expense and net operating income were utilized
resulting in a debt coverage ratio that remains above 1.15 and continued positive cashflow. Therefore,
the development can be characterized as feasible for the long-term.

ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 32.9 acres $164,315 Tax Year: 2006
1 acre: $5,000 Valuation by: Tarrant CAD
Total Prorata: 28.5 acres $142,700 Tax Rate: 2.727382

EVIDENCE of PROPERTY CONTROL

Type: Purchase and Sale Agreement Acreage: 28.541

Contract Expiration: 8/30/2007 Valid Through Board Date? Yes |:| No

Acquisition Cost: $802,000 Other:

Seller:  Eastland Real Estate Investors, LP Related to Development Team? |:| Yes No
TITLE

Comments:

Schedule C, items 12-14 of the title commitment appears to question the legal ownership of a portion of
the property. The Underwriter has asked the Applicant for clarification on this item. The Applicant
indicated that the title company is working to address this issue but at this time no improvements are
planned for the property. The Applicant has indicated that they are acquiring this lot because it is
currently an eyesore and needs to be removed from the front of the future development. This report is
conditioned upon receipt, review, and acceptance by cost certification of documentation verifying
the title issue has been resolved or that the property can be developed around the lot if clear title
cannot be obtained.

Also, it should be noted, Schedule C of the title commitment lists a number of liens including several
minor labor liens, a paving lien, two city liens, and a tax suit lien all of which must be cleared as a
condition of this report.
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CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 1 Date of Last Applicant Revision: 4/23/2007

Acquisition Value:
The site cost of $28,100 per acre or $5,493 per unit is assumed to be reasonable since the acquisition is
an arm’s-length transaction.

Sitework Cost:
The Applicant’s claimed sitework costs of $5,692 per unit are within current Department guidelines.
Therefore, further third party substantiation is not required.

Direct Construction Cost:

The Applicant’s direct construction cost estimate is $801K or 8% lower than the Underwriter’s Marshall &
Swift Residential Cost Handbook-derived estimate.

Contingency & Fees:
The Applicant’s contractor fees exceed the 14% maximum allowed by HTC guidelines by a total of $926
based on their own construction costs. Consequently the Applicant’s eligible fees in these areas have
been reduced by the same amount with the overage effectively moved to ineligible costs. The
Applicant’s developer fee also exceeds 15% of the Applicant’s adjusted eligible basis by $11,304 and
therefore the eligible portion of the Applicant’s developer fee must be reduced by the same amount.

Conclusion:
The Applicant’s total development cost is within 5% of the Underwriter’s estimate; therefore, the
Underwriter’s cost schedule will be used to determine the development’s need for permanent funds
and to calculate eligible basis. An eligible basis of $14,748,336 supports annual tax credits of $1,564,472.
This figure will be compared to the Applicant’s request and the tax credits calculated based on the gap
in need for permanent funds to determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 0 Date of Last Applicant Revision: N/A
Source: City of Fort Worth Type: Interim Financing

Principal: $900,000 Interest Rate: AFR |:| Fixed Term: 24 months
Comments:

Application made to Fort Worth Housing Development Fund

Source: Red Capital Group Type: Interim to Permanent Financing
Interim: $4,700,000 Interest Rate: 7.10% Fixed Term: 24 months
Permanent: $4,700,000 Interest Rate: 6.65% Fixed Amort: 360 months
Comments:

Construction interest rate: Fannie-Mae construction pass-through rate plus 1.25%

Source: Trinity Victory Family Ministries Type: Grant
Principal: $360,000 Comments: Application submitted
Conditions:

1. Grant funds are to be used for land acquisition upon receipt of low income housing tax credits.
2. The subject development shall have at least 3% of all LIHTC units designated @ 30% of AMI.

Source: Red Capital Group Type: Syndication
Proceeds: $10,798,920 Syndication Rate: 90% Anticipated HTC: $ 1,200,000
Amount:  $601,026 Type:  Deferred Developer Fees
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CONCLUSIONS

Recommended Financing Structure:

The Applicant’s total development cost estimate less the permanent loan of $4,700,000 and $360,000 in
grant funds indicates the need for $11,399,946 in gap funds. Based on the submitted syndication terms,
a tax credit allocation of $1,266,787 annually would be required to fill this gap in financing. Of the three
possible tax credit allocations, Applicant’s request ($1,200,000), the gap-driven amount ($1,266,787),
and eligible basis-derived estimate ($1,564,472), the Applicant’s request of $1,200,000 is recommended
resulting in proceeds of $10,798,920 based on a syndication rate of 90%.

The Underwriter’s recommended financing structure indicates the need for $601,026 in additional
permanent funds. Deferred developer fees in this amount appear to be repayable from development
cashflow within six years of stabilized operation.

Underwriter: Date: June 21, 2007

Diamond Unique Thompson

Reviewing Underwriter: Date: June 21, 2007

Lisa Vecchietti

Director of Real Estate Analysis: Date: June 21, 2007

Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Residences at Eastland, Fort Worth, 9% HTC #07149

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS, T & WH
TC 30% 12 2 2 1,015 $427 $343 $4,116 $0.34 $84.00 $39.00
TC50%r60%i 3 2 2 1,015 $713 600 1,800 0.59 84.00 39.00
MR 1 2 2 1,015 600 600 0.59 84.00 39.00
TC 30% 3 2 25 1,095 $427 343 1,029 0.31 84.00 39.00
TC50%r60%i 61 2 25 1,095 $713 620 37,820 0.57 84.00 39.00
TC50%r60%i 57 3 25 1,350 $824 728 41,496 0.54 96.00 46.00
MR 3 3 2.5 1,350 740 2,220 0.55 96.00 46.00
TC50%r60%i 4 4 25 1,489 $918 790 3,160 0.53 107.00 48.00
MR 2 4 2.5 1,489 790 1,580 0.53 107.00 48.00
TOTAL: 146 AVERAGE: 1,207 $643 $93,821 $0.53 $89.88 $42.25
INCOME Total Net Rentable Sq Ft: 176,254 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $1,125,852 $1,075,140 Tarrant Fort Worth 3
Secondary Income Per Unit Per Month: $15.00 26,280 26,280 $15.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $1,152,132 $1,101,420
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (86,410) (82,608) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $1,065,722 $1,018,812
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI
General & Administrative 5.27% $385 0.32 $56,179 $55,228 $0.31 $378 5.42%
Management 4.00% 292 0.24 42,629 40,812 0.23 280 4.01%
Payroll & Payroll Tax 13.30% 971 0.80 141,735 139,815 0.79 958 13.72%
Repairs & Maintenance 4.40% 321 0.27 46,904 46,850 0.27 321 4.60%
Utilities 5.38% 393 0.33 57,347 57,347 0.33 393 5.63%
Water, Sewer, & Trash 5.55% 405 0.34 59,177 59,170 0.34 405 5.81%
Property Insurance 3.57% 261 0.22 38,051 32,615 0.19 223 3.20%
Property Tax 2.727382 11.05% 806 0.67 117,740 116,887 0.66 801 11.47%
Reserve for Replacements 3.42% 250 0.21 36,500 36,500 0.21 250 3.58%
TDHCA Compliance Fees 0.53% 38 0.03 5,600 5,600 0.03 38 0.55%
Other: Sup Servs 0.32% 23 0.02 3,391 3,391 0.02 23 0.33%
TOTAL EXPENSES 56.79% $4,146 $3.43 $605,253 $594,216 $3.37 $4,070 58.32%
NET OPERATING INC 43.21% $3,154 $2.61 $460,470 $424,596 $2.41 $2,908 41.68%
DEBT SERVICE
Red Capital 33.97% $2,480 $2.05 $362,068 $362,068 $2.05 $2,480 35.54%
Trinity Victory Family Ministries Gran ~ 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 9.23% $674 $0.56 $98,401 $62,528 $0.35 $428 6.14%
AGGREGATE DEBT COVERAGE RATIO 1.27 1.17
RECOMMENDED DEBT COVERAGE RATIO 1.27
CONSTRUCTION COST
Description Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bidg) 4.65% $5,493 $4.55 $802,000 $802,000 $4.55 $5,493 4.87%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 4.81% 5,692 4.71 831,000 831,000 4.71 5,692 5.05%
Direct Construction 57.33% 67,780 56.15 9,895,908 9,095,000 51.60 62,295 55.26%
Contingency 4.61% 2.87% 3,390 2.81 495,000 495,000 2.81 3,390 3.01%
Contractor's Fees 12.96% 8.06% 9,524 7.89 1,390,566 1,390,566 7.89 9,524 8.45%
Indirect Construction 2.84% 3,363 2.79 491,000 491,000 2.79 3,363 2.98%
Ineligible Costs 4.35% 5,146 4.26 751,380 751,380 4.26 5,146 4.56%
Developer's Fees 14.20% 11.21% 13,253 10.98 1,935,000 1,935,000 10.98 13,253 11.76%
Interim Financing 3.03% 3,582 2.97 523,000 523,000 2.97 3,582 3.18%
Reserves 0.85% 1,004 0.83 146,533 146,000 0.83 1,000 0.89%
TOTAL COST 100.00% $118,229 $97.93 $17,261,388 $16,459,946 $93.39 $112,739 100.00%
Construction Cost Recap 73.07% $86,387 $71.56 $12,612,474 $11,811,566 $67.01 $80,901 71.76%
SOURCES OF FUNDS RECOMMENDED
Red Capital 27.23% $32,192 $26.67 $4,700,000 $4,700,000 $4,700,000 Developer Fee Available
Trinity Victory Family Ministries Gran 2.09% $2,466 $2.04 360,000 360,000 360,000 $1,923,696
HTC Syndication Proceeds 62.56% $73,965 $61.27 10,798,920 10,798,920 10,798,920 % of Dev. Fee Deferred
Deferred Developer Fees 3.48% $4,117 $3.41 601,026 601,026 601,026 31%
Additional (Excess) Funds Req'd 4.64% $5,489 $4.55 801,442 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $17,261,388 $16,459,946 $16,459,946 $2,290,316
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Residences at Eastland, Fort Worth, 9% HTC #07149

DIRECT CONSTRUCTION COST ESTIMATE

Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Town Home Basis
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $4,700,000 Amort 360

Base Cost | $60.92[ $10,737,660 Int Rate 6.65% DCR 127
Adjustments

Exterior Wall Finish 6.00% $3.66 $644,260 Secondary $360,000 Amort

Elderly 0.00 0 Int Rate Subtotal DCR 1.27

9-Ft. Ceilings 3.75% 2.28 402,662

Roofing 0.00 0 Additional $10,798,920 Amort

Subfloor (0.98) (172,486) Int Rate Aggregate DCR 1.27

Floor Cover 2.97 523,474

Balconies $31.31 6,844 1.22 214,244 RECOMMENDED FINANCING STRUCTURE:

Plumbing Fixtures $805 472 2.16 379,960

Rough-ins $400 0 0.00 0 Primary Debt Service $362,068

Built-In Appliances $1,850 146 1.53 270,100 Secondary Debt Service 0

Interior Stairs $1,089 130 0.80 141,570 Additional Debt Service 0

Enclosed Corridors $51.00 0.00 0 NET CASH FLOW $98,401

Heating/Cooling 2.43 428,297

Garages/Carports 0.00 0 Primary $4,700,000 Amort 360

Comm &/or Aux Bldgs $64.74 4,247 1.56 274,951 Int Rate 6.65% DCR 1.27

Other: fire sprinkler $1.95 0.00 0
SUBTOTAL 78.55 13,844,691 Secondary $360,000 Amort 0
Current Cost Multiplier 0.98 (1.57) (276,894) Int Rate 0.00% Subtotal DCR 1.27
Local Multiplier 0.90 (7.85) (1,384,469)
TOTAL DIRECT CONSTRUCTION COSTS $69.12 $12,183,328 Additional $10,798,920 Amort 0
Plans, specs, survy, bld pr 3.90% ($2.70) ($475,150) Int Rate 0.00% Aggregate DCR 1.27
Interim Construction Interes|  3.38% (2.33) (411,187)
Contractor's OH & Profit 11.50% (7.95) (1,401,083),
NET DIRECT CONSTRUCTION COSTS $56.15 $9,895,908

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE

INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $1,125,852  $1,159,628 $1,194,416 $1,230,249 $1,267,156 $1,468,981 $1,702,952 $1,974,188 $2,653,144
Secondary Income 26,280 27,068 27,880 28,717 29,578 34,289 39,751 46,082 61,931
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 1,152,132 1,186,696 1,222,297 1,258,966 1,296,735 1,503,271 1,742,703 2,020,270 2,715,075
Vacancy & Collection Loss (86,410) (89,002) (91,672) (94,422) (97,255) (112,745) (130,703) (151,520) (203,631)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME ~ $1,065,722  $1,097,694 $1,130,625 $1,164,543 $1,199,480 $1,390,526 $1,612,000 $1,868,750 $2,511,444
EXPENSES at 4.00%
General & Administrative $56,179 $58,426 $60,763 $63,193 $65,721 $79,960 $97,283 $118,360 $175,202
Management 42,629 43,908 45,225 46,582 47,979 55,621 64,480 74,750 100,458
Payroll & Payroll Tax 141,735 147,404 153,300 159,432 165,810 201,733 245,439 298,614 442,021
Repairs & Maintenance 46,904 48,780 50,731 52,761 54,871 66,759 81,222 98,820 146,277
Utilities 57,347 59,641 62,027 64,508 67,088 81,623 99,307 120,822 178,846
Water, Sewer & Trash 59,177 61,544 64,006 66,566 69,229 84,228 102,476 124,678 184,553
Insurance 38,051 39,573 41,156 42,802 44,514 54,158 65,892 80,167 118,667
Property Tax 117,740 122,450 127,348 132,441 137,739 167,581 203,887 248,060 367,190
Reserve for Replacements 36,500 37,960 39,478 41,058 42,700 51,951 63,206 76,900 113,831
Other 8,991 9,351 9,725 10,114 10,518 12,797 15,569 18,943 28,040
TOTAL EXPENSES $605,253 $629,036 $653,759 $679,457 $706,169 $856,410 $1,038,762 $1,260,113 $1,855,085
NET OPERATING INCOME $460,470 $468,657 $476,866 $485,086 $493,310 $534,116 $573,238 $608,637 $656,359
DEBT SERVICE
First Lien Financing $362,068 $362,068 $362,068 $362,068 $362,068 $362,068 $362,068 $362,068 $362,068
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $98,401 $106,589 $114,798 $123,018 $131,242 $172,048 $211,170 $246,569 $294,291
DEBT COVERAGE RATIO 1.27 1.29 1.32 1.34 1.36 1.48 1.58 1.68 181
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HTC ALLOCATION ANALYSIS -Residences at Eastland, Fort Worth, 9% HTC #07149

TCSheet Version Date 4/11/05tg

Page 1

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $802,000 $802,000
Purchase of buildings
Off-Site Improvements
Sitework $831,000 $831,000 $831,000 $831,000
Construction Hard Costs $9,095,000 $9,895,908 $9,095,000 $9,895,908
Contractor Fees $1,390,566 $1,390,566 $1,389,640 $1,390,566
Contingencies $495,000 $495,000 $495,000 $495,000
Eligible Indirect Fees $491,000 $491,000 $491,000 $491,000
Eligible Financing Fees $523,000 $523,000 $523,000 $523,000
All Ineligible Costs $751,380 $751,380
Developer Fees $1,923,696
Developer Fees $1,935,000 $1,935,000 $1,935,000
Development Reserves $146,000 $146,533
TOTAL DEVELOPMENT COSTS $16,459,946 $17,261,388 $14,748,336 $15,561,474
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $14,748,336 $15,561,474
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $19,172,837 $20,229,917
Applicable Fraction 95% 95%
TOTAL QUALIFIED BASIS $18,297,923 $19,306,765
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $1,564,472 $1,650,728
Syndication Proceeds 0.8999 $14,078,843 $14,855,070
Total Tax Credits (Eligible Basis Method) $1,564,472 $1,650,728
Syndication Proceeds $14,078,843 $14,855,070
Requested Tax Creditsl $1,200,000 I
Syndication Proceeds $10,798,920
Gap of Syndication Proceeds Needed $11,399,946
Total Tax Credits (Gap Method) $1,266,787

07149 Residences at Eastland.xls Print Date6/22/2007 10:23 AM
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Project ID# 07149
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

National Previous Participation Certification Received:

Noncompliance Reported on National Previous Participation Certification:

Total # of Projectsmonitored: 4
Projects zerotonine. 4
grouped
by score

tentonineteen: O
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 5/23/2007

Applicant Evaluation ||

Name: Residences at Eastland

HOME [

City: Ft. Worth

BOND [ ] HTF [] SECO [ ] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

N/A ' No

[ ] No

L ves

[]Yes

Portfolio Management and Compliance

Projectsin Material Noncompliance

#in noncompliance: 0
Yes [ ] No
Projectsnot reported  Yes [ ]
# monitored with ascore lessthan thirty: 4 in application No
# not yet monitored or pending review: 4 # of projects not reported 0
Single Audit Portfolio Analysis
Not applicable Not applicable
Review pending [] No unresolved issues L]
No unresolved issues L] Not current on set-ups L]
Issues found regarding late cert [ Not current on draws U]
Issues found regarding late audit [ ] Not current on match [
Unresolved issues found that L]
warrant disqualification
(Comments attached)
Date 5/21/2007
HOME Real Edtate Analysis
(Workout)
Not applicable Not applicable [
Review pending [] Review pending [
No unresolved issues [ No unresolved issues
Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that | Unresolved issues found that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewar M. tynan Reviewer D. Burrell
Date 5 /17/2007 Date 5 /21/2007

Office of Colonia Initiatives Financial Administration

No delinquencies found
Delinquencies found L]

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 5 /18/2007 Date

Reviewer Melissa M. Whitehead
6 /6 /2007




fj'f;‘?" ":‘"I-, MULTIFAMILY FINANCE DIVISION
e July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Key West Village Phase II, TDHCA Number 07151
BASIC DEVELOPMENT INFORMATION
Site Address: 1600 W. Clements Development #: 07151
City: Odessa Region: 12 Population Served: Elderly
County: Ector Zip Code: 79763 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk ™ Nonprofit ) USDA ) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Odessa Senior Housing Partnership II, Ltd.
Owner Contact and Phone: Bernadine Spears (432) 333-1088
Developer: Rocky Ridge Developer, LP
Housing General Contractor: To Be Determined
Architect: Beeler, Guest, Owens Architects, L.P.
Market Analyst: Ed Ipser & Associates, Inc.
Syndicator: MMA Financial
Supportive Services: Odessa Housing Authority
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown: 30% 40% 50% 60% Total Restricted Units: 36
4 0 0 32 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 28 8 0 0 0 Total Development Units: 36
Type of Building: Total Development Cost*: $0
L] Triplex ] Detached Residence HOME High Total Units: 0
Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $237,938 $0
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).

7/23/2007 01:03 PM




Py MULTIFAMILY FINANCE DIVISION

el L W July 30, 2007

3 Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Key West Village Phase II, TDHCA Number 07151

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Seliger, District 31, S Points: 7 US Representative: Conaway, District 11, NC
TX Representative: West, District 81, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: S, Larry L. Melton, Mayor Resolution of Support from Local Government [ ]
S, Michael Sanchez, Council member District 5 S, Wendell Sollis, Superintendent, Ector County ISD
S, Armando S. Rodriguez, Commissioner Precinct #4 S, Susan M. Redford, County Judge Ector County
Individuals and Businesses In Support: 5 In Opposition 0

Quantifiable Community Participation Input:

Key West Neighborhood Association, A. Faye Biggers Letter Score: 24 SorO: S
Community Desperately Needs Additional Approved Senior Citizen Housing.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:

Broad support from elected officials, non-officials and a qualified neighborhood organization. Received supportive
comments during public comment period of June and July Board meetings. Commenters requested forward
commitments of 2008 tax credits.

CONDITIONS OF COMMITMENT

7/23/2007 01:03 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Key West Village Phase II, TDHCA Number 07151

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:196 [ ] Meeting a Required Set-Aside Credit Amount*: $0
Recommendation: Not Recommended: Does not have a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 01:03 PM




ff'f;‘;," ":‘"I-, MULTIFAMILY FINANCE DIVISION
= July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Los Ebanos Apartments, TDHCA Number 07153
BASIC DEVELOPMENT INFORMATION
Site Address: 300 Yards S. of 5 Mile Line Rd. on E. Side of Los Ebanos Rd. Development #: 07153
City: Alton Region: 11 Population Served: General
County: Hidalgo Zip Code: 78573 Allocation: Rural
HTC Set Asides: [J At-Risk [ Nonprofit ™ USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Alton Los Ebanos, LP
Owner Contact and Phone: Alyssa Carpenter (512) 789-1295
Developer: Fortuna Enterprises DBA
Housing General Contractor: Fortuna Ace Builders LLC
Architect: Art Ayala Architects Inc.
Market Analyst: Apartment Market Data Research Services, LLC
Syndicator: Apollo Housing Capital, LLC
Supportive Services: To Be Determined
Consultant: S. Anderson Consulting
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 76
8 0 0 68 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 6 38 32 0 0 Total Development Units: 76
Type of Building: Total Development Cost*: $8,467,475
L] Triplex ] Detached Residence HOME High Total Units: 0
Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $764,747 $738,251
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant
Request (pending the Financial Feasibility Analysis).

7/23/2007 01:04 PM




- il MULTIFAMILY FINANCE DIVISION
- July 30, 2007

Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Los Ebanos Apartments, TDHCA Number 07153

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Hinojosa, District 20, NC Points: 0 US Representative: Cuellar, District 28, NC
TX Representative: Gonzales, District 41, NC Points: 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]
Individuals and Businesses In Support: 1 In Opposition 0

Quantifiable Community Participation Input:

Los Ebanos Apartment Neighborhood Organization, Maria R. Gonzalez Letter Score: 24 SorQO: S

This project will bring life back to our area. It will cause more city and county officials to take note of the
improvements needed to serve this community and will increase property values.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:
Support was received from a qualified neighborhood organization but no other comment was received.
CONDITIONS OF COMMITMENT

Confirmation that Los Ebanos Apartments continues to have a higher score than 07302 Casa Alton and that only one of these two developments is
approved for funding. Should Los Ebanos Apartments not be the higher scoring application, it would not be recommended.

Receipt, review, and acceptance, by carryover, that the Applicant has taken on an experienced partner for the development and ownership of the
proposed property or confirmation from the lenders and syndicator that they have fully evaluated the capacity of the General Partner and will
require no other guarantors.

Receipt, review, and acceptance, by cost certification, of evidence that the completed development meets the 2007 QAP 849.6(a) guideline for
new construction in the floodplain.

Receipt, review, and acceptance, by cost certification, of evidence that all Phase | environmental site assessment recommendations, including an
asbestos inspection and detection and proper removal of any existing septic systems, and subsequent report recommendations have been carried
out.

Receipt, review, and acceptance, by carryover, of a recommendation from the Phase | ESA provider concerning the potential need for a noise
survey.

Should the terms or amounts of the proposed debt or equity change, the transaction should be reevaluated and an adjustment to the credit amount
may be warranted.

Receipt of a commitment of funding from the City of Alton in the amount of $435,000, or a commitment from a qualifying substitute source in an
amount not less than $423,374, as required by 849.9(i)(5) of the 2007 QAP. The Local Political Subdivision must attest to the fact that any funds
committed were not first provided to the Local Political Subdivision by the Applicant, the Developer, Consultant, Related Party or any individual or
entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision or subsidiary. If the terms or amount
of funding are different than those of the source for which points were awarded, the Application may be reevaluated for financial feasibility.

7/23/2007 01:04 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Los Ebanos Apartments, TDHCA Number 07153

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: [ ] Score:179 Meeting a Required Set-Aside Credit Amount*: $738,251
Recommendation: Competitive in USDA Allocation.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 01:04 PM




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

REPORT DATE: 07/07/07 PROGRAM: 9% HTC FILE NUMBER: 07153

DEVELOPMENT

Los Ebanos Apartments

Location: 300 yards south of 5 Mile Line Rd on the east side of Los Ebanos Rd Region: 11

City: Alton County: Hidalgo Zip: 78573 [] Qcr DDA

Key Attributes: Multifamily, Family, Rural, USDA Set-Aside, New Construction

ALLOCATION
REQUEST RECOMMENDATION
TDHCA Program Amount* Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $764,747 $738,251

*Applicant's original request of $847,135 was reduced by the Applicant during the underwriting process

CONDITIONS

1 Confirmation that Los Ebanos Apartments continues to have a higher score than 07302 Casa Alton and
that only one of these two developments is approved for funding. Should Los Ebanos Apartments not
be the higher scoring application, it would not be recommended.

2 Receipt, review, and acceptance, by carryover, that the Applicant has taken on an experienced
partner for the development and ownership of the proposed property or confirmation from the lenders
and syndicator that they have fully evaluated the capacity of the General Partner and will require no
other guarantors.

3 Receipt, review, and acceptance, by cost certification, of evidence that the completed development
meets the 2007 QAP 849.6(a) guideline for new construction in the floodplain.

4 Receipt, review, and acceptance, by cost certification, of evidence that all Phase | environmental site
assessment recommendations, including an asbestos inspection and detection and proper removal of
any existing septic systems, and subsequent report recommendations have been carried out.

5 Receipt, review, and acceptance, by carryover, of a recommendation from the Phase | ESA provider
concerning the potential need for a noise survey.

6 Should the terms or amounts of the proposed debt or equity change, the transaction should be
reevaluated and an adjustment to the credit amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 8
60% of AMI 60% of AMI 68
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PROS CONS

d The entire Rio Grande Valley is a fast growing d The same development team received an
area where safe decent and affordable housing allocation for 76 HTC units in Alton during the
is a key concern. 2006 9% cycle. Approval of the subject would

result in 128 pending units within a mile and a
half of each other in this rural designated area.

d The Developer has little experience with HTC
programs and has received one other
allocation from 2006 but has not yet completed
an HTC development and has another
application for funding in 2007.

d The development will be located within the 100-
year floodplain.

d The Applicant's high expense to income
ratio is within .01% of the maximum guideline,
reflecting extensive deep rent targeting, but it
still an acceptable ratio.

PREVIOUS UNDERWRITING REPORTS

No previous reports.

DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

Alton Los Ebanos, LP

Fortuna Enterprises, DBA Apollo Equity Partners
General Fartner and Limited Partner and
J0 %% Owner 2. 99% Owner

Gilberte De Los Santos
100% Owner of Fortuna
Enterprises, DEA

CONTACT
Contact: Alyssa Carpenter Phone: 512.789.1295 Fax: 512.233.2269
Email: ajcarpen@gmail.com
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KEY PARTICIPANTS

Name Net Assets Liquidity?* # of Complete Developments
Fortuna Enterprises DBA Same as Mr. de Los Santos N/A

Gilberto de los Santos Confidential 1 LIHTC Allocation in Texas
Sarah Anderson Consulting Consultant N/A

1 Liquidity = Current Assets - Current Liabilities

Based on personal financials of the General Partner and Developer, Mr. Gilberto de los Santos, a
substantial portion of assets is in the form of receivables for the La Villa de Alton development, which
received a 9% HTC allocation during the 2006 cycle. Moreover, the subject is his first LIHTC development in
which no other partners will balance his relative inexperience and limited financial capacity. Therefore,
receipt, review, and acceptance, by carryover, that the Applicant has taken on an experienced partner
for the development and ownership of the proposed property or confirmation from the lenders and
syndicator that they have fully evaluated the capacity of the General Partner and will require no other
guarantors is a condition of this report.

IDENTITIES of INTEREST

d The Applicant, Developer, General Contractor, and Architect are related entities. These are common
relationships for HTC-funded developments. The Applicant did not disclose the identity of interest
(family) relationship between the Architect and Gilberto de los Santos on the application. The
Underwriter recalled the nature of this relationship from last year's application confirmed this with the

Applicant.
PROPOSED SITE
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BUILDING CONFIGURATION
Building Type A B Total
Floors/Stories 2 Buildings
Number 16 3 19
BR/BA SF Units Total Units | Total SF
1/1 750 2 6 4,500
2/2 1,054 2 2 38 40,052
3/2 1,187 2 32 37,984
Units per Building 4 4 76 82,536
SITE ISSUES
Total Size: 7 acres Scattered site? . Yes No
Flood Zone: Zone B/ Zone AH Within 100-yr floodplain? Yes . No
Zoning: No Zoning Needs to be re-zoned? . Yes No |:| N/A
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Comments:
Floodplain: A significant portion of the site including proposed residential buildings will be located within
the 100 year flood zone (Zone AH), which is defined as "Areas of 100-year shallow flooding where depths
are between one(1) foot and three (3) feet."

According to the 2007 QAP 8§49.6(a) "Floodplain. Any Development proposing New Construction
located within the 100 year floodplain as identified by the Federal Emergency Management Agency
(FEMA) Flood Insurance Rate Maps must develop the site so that all finished ground floor elevations are
at least one foot above the flood plain and parking and drive areas are no lower than six inches below
the floodplain, subject to more stringent local requirements. If no FEMA Flood Insurance Rate Maps are
available for the proposed Development, flood zone documentation must be provided from the local
government with jurisdiction identifying the 100 year floodplain. No buildings or roads that are part of a
Development proposing Rehabilitation, with the exception of Developments with federal funding
assistance from HUD or TX USDA-RHS, will be permitted in the 100 year floodplain unless they already
meet the requirements established in this subsection for New Construction.”

The Applicant has indicated their intention to comply with the QAP floodplain guidelines. However,
receipt, review, and acceptance, by cost certification, of evidence that the completed development
meets the 2007 QAP 849.6(a) guideline for new construction in the floodplain is a condition of this report.

Natural Gas Transmission Line: The Phase | ESA, survey, and siteplan indicate a buried, 8.63" Kinder
Morgan gas line that runs directly through the middle of the site. The same portion of land includes a
utility easement for above ground power lines. However, based on the siteplan, no structures are
planned on a one hundred wide area stretching across the site where the said gas and power lines are
located.

TDHCA SITE INSPECTION

Inspector: ORCA Staff Date:  4/17/2007

Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable

Surrounding Uses:
North:  vacantland

South:  two single-family homes

East: irigation ditch / citrus orchards
West: Los Ebanos Blvd / elementary school / junior high school
Comments:

The site inspector noted, "Although the site is on a section of Los Ebanos Street that has not been
developed, it is close to two major schools and the streets are improved. The area has the potential for
further development.”

The Applicant has indicated that 7 of the ten acres being purchased will be dedicated to the proposed
development. The remaining three acres is located at the rear of the property and does not have direct
access to dedicated roadways. The Applicant has indicated that this portion of the property will be
used as a park area but will not be restricted and development of this property is not included in the
application.

This section intentionally left blank.
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HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider:  Environmental Risk Management, Inc Date:  3/10/2007

Recognized Environmental Concerns (RECs) and Other Concerns:

d "Asbestos containing materials (ACM) may be present in the derelict house" (p.6). "The subject property
has only one structure; a dilapidated former home. A formal survey for ACM was not conducted as part
of the Phase | environmental site assessment (ESA) because of safety concerns related to the apparent
weak structural condition of the house. Due to the apparent age of the house, ACMs may be present.
Although single family residences are exempt from the regulations requiring formal asbestos survey prior
to material disturbance, the change in property status from residential to commercial (assuming that a
"for rent" apartment complex is a commercial endeavor) would require an asbestos inspection. A
licensed asbestos inspector should be retained to determine if the building is safe for inspection and
then proceed accordingly" (addendum).

d "The Phase | ESA site inspection found no visual evidence of the existence of a septic tank system on the
site. However, the age and location of the house presupposes the necessary existence of a septic tank
system. A licensed plumbing contractor should be contracted to find and properly remove the system"
(addendum).

d "Testing for lead based paint was not within the scope of services of the Phase | ESA. Due to the age
and wood construction of the house, the presence of lead based paint is considered possible.
However, the house is to be demolished, not occupied, and normal demolition and disposal should
be able to proceed as planned" (addendum).

Comments:
Receipt, review, and acceptance, by cost certification, of evidence that all Phase | environmental site
assessment recommendations, including an asbestos inspection and detection and proper removal of
any existing septic systems, and subsequent report recommendations have been carried out is a
condition of this report.

The ESA Provider did not provide a recommendation concerning a noise survey. Therefore, receipt,
review, and acceptance, by carryover, of a recommendation from the Phase | ESA provider
concerning the potential need for a noise survey is a condition of this report.

MARKET HIGHLIGHTS

Provider:  Apartment MarketData, LLC Date:  3/10/2007

Contact: Darrell Jack Phone: 210.530.0040 Fax: 210.340.5830

Number of Revisions: 0 Date of Last Applicant Revision: N/A

Primary Market Area (PMA): 51.04 Square Miles (& 4.03 Mile Radius)
The boundaries of the Primary Market Area are as follows: (p. 3)
North: East University Drive
East North Taylor Road
South: Highway 83
West: East Goodwin Road

The Primary market area encompasses the majority of the City of Mission where most of the
population in the PMA exists.

Secondary Market Area (SMA):
The Market Analyst did not use a Secondary Market Area.
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PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name e | 0@ | comp Name Flex | 'o@ comp
Units Units Units 25%  Units
La Villa de Alton 060095 76 76 N/A
Casa Alton 07302 76 73

Comments

The Market Analyst did not include the comparable units from the other 2007 9% HTC application for
Casa Alton (07302) in the demand calculations. Casa Alton is a proposed 76 unit development
targeting families and is located within 3,500 feet of the subject development. The Underwriter has
included the comparable units from Casa Alton in the capture rate calculation. As indicated below,
inclusion of these additional comparable units does not result in a capture rate above the Department's
threshold. As of the date of this report, the subject would have priority over Casa Alton due to scoring.

However, approval of both transactions would result in three 9% allocations within two years for
proposed developments in Alton. The Board approved an allocation of 9% HTCs for La Villa de Alton
(060095), a 76 unit development targeting families, during the 2006 cycle. Both the subject
development and La Villa de Alton have the same GP, the same developer, and are located within 1.5
miles of each other. In addition, the Board approved an allocation for a 30 unit elderly rehab property
in 2001 in the same part of Alton. Therefore, approval of both of the 2007 Alton applications would result
in four approved developments since 2001 within the same one mile radius (i.e. less than two miles from
each other).

While awards for two rural developments within 3,500 feet of each other during the same 9% HTC cycle
does not explicitly violate the 2007 QAP limits on density or development size, the underwriting staff
believe that approval of both transactions would run against the intent of the QAP guidelines which
state:

d §49.3(81) Rural Development--A Development located within a Rural Area. A Rural Development
may not exceed 76 Units if involving any New Construction (excluding New Construction of non-
residential buildings).

d & 49.6(e)(4) For those Developments which are a second phase or are otherwise adjacent to an
existing tax credit Development unless such proposed Development is being constructed to provide
replacement of previously existing affordable multifamily units on its site (in a number not to exceed
the original units being replaced, unless a market study supports the absorption of additional units) or
that were originally located within a one mile radius from the proposed Development, the combined
Unit total for the Developments may not exceed the maximum allowable Development size, unless
the first phase has been completed and has attained Sustaining Occupancy (as defined in 81.31 of
this title) for at least six months.

Despite the fact that the market study suggests that sufficient demand exists to develop 228 new units
within a one-year period in a rural city with 4,384 residents is a significant concern for the Underwriter. In
the 2000 census the City of Alton and Alton North CPD had a total of 430 rental housing units and no
single development with more than 30 units. The 228 units proposed would represent a 53% increase in
the number of rental units in the area. The above QAP rules were developed to prevent the
development of significant numbers of units in a limited area during a short period of time.
Development of all 228 units could result in unnecessary financial strain on one or all of the
developments in the area, particularly during the initial years of operations.

The Market Analyst anticipates an absorption level of 56 units per year (p. 11). At this rate, it will take
more than four years to absorb 228 new units. Moreover, over the previous sixteen years the subject
market (which is much greater than the City limits of Alton) absorbed 577 units, which is two and a half
times the number that would be approved within just two years if both 2007 applications are awarded.
Preventing such a rapid concentration of affordable housing is the reason for the 76 unit limit per
development for rural areas.
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As such, staff recommends that despite the Market Analyst's conclusion that demand could support two
2007 developments in Alton only one should be approved. Thus, the Los Ebanos is recommended only if
it continues to score higher and therefore be prioritized ahead of Casa Alton. Moreover, the
Underwriter recommends that one of these two applications receive a 9% HTC allocation during the
2007 cycle and would strongly discourage additional TDHCA multifamily funding in Alton and North
Alton until the apartments currently under development are stabilized.

INCOME LIMITS
Hidalgo
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $9,050 $10,350 $11,650 $12,950 $14,000 $15,000
60 $18,120 $20,700 $23,280 $25,860 $27,900 $30,000
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type I;i;ﬁ;i; DGerrcT)]v;/:; DSrtnhaer: d D;;t;lll d Subject Units|Comparable| Capture Rate
(PMA)
1 BR/30% Rent Limit 78 4 0 82 2 2 5%
1 BR/60% Rent Limit 63 4 0 67 4 18 33%
2 BR/30% Rent Limit 55 3 0 58 3 3 10%
2 BR/60% Rent Limit 69 7 0 76 35 28 85%
3 BR/30% Rent Limit 97 3 0 100 3 3 6%
3 BR/60% Rent Limit 80 7 0 87 29 22 59%
OVERALL DEMAND
HoLasl:agheotlds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. 57 00 27,416 85% 23,405 9% 2,031 100% 2,031 65% 1,310
Underwriter 00 28,315 85% 24,175 30% 7,236 20% 2,108 65% 1,360
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 57 85% 766 9% 67 100% 67 100% 67
Underwriter 85% 894 30% 228 20% 67 100% 67
INCLUSIVE CAPTURE RATE
Unstabilized | Unstabilized Total Inclusive
Subject Units| Comparable|Comparable| Total Supply| Demand Capture Rate
(PMA) (25% SMA) (w/25% of SMA)
Market Analyst p. 58 76 76 0 152 1,377 11.00%
Underwriter 76 149 0 225 1,427 15.77%

Primary Market Occupancy Rates:
"Today, the PMA is 96.4% occupied overall. Based on occupancy rates currently reported by existing
projects, we opine that the market will readily accept the subject’s units" (p. 11). "Within the PMA, there
has only been one “affordable” family rental project built within recent times. Pueblo de Paz is a 200
unit project, which began leasing in December 2003. The site reports that it reached a stabilized
occupancy of 90% by August 2004 and is currently 95% occupied" (p. 109). It should be noted that
Pueblo de Paz is located over three miles south of the subject in the northern portion of the City of
Mission.
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Absorption Projections:
"Absorption over the previous sixteen years for all unit types is estimated to be 56 units per year. We
expect new units to be absorbed as the number of new household continues to grow" (p. 11). "We
estimate that the project would achieve a lease rate of approximately 7% to 10% of its units per month
as they come on line for occupancy from construction” (p. 104).

RENT ANALYSIS (Tenant-Paid Net Rents)

Unit Type (% AMI) Proposed Rent ’\:;(?rﬁnr; Market Rent Und(;(r:\r/]:tlng Sav;agrigtver
1BR 750SF  30% $191 $201 $615 $201 $414
1BR 750SF  60% $434 $444 $615 $444 $171
2 BR 1,064 SF  30% $226 $236 $720 $236 $484
2 BR 1,054 SF  60% $517 $527 $720 $527 $193
3 BR 1,187 SF  30% $250 $266 $805 $266 $539
3 BR 1,187 SF 60% $586 $602 $805 $602 $203

Market Impact:

The Market Analyst believes that, "The proposed project is not likely to have a dramatically detrimental
effect on the balance of supply and demand in this market" (p. 104).

Comments:
As discussed above, the subject development is one of two applications for Alton. While the market
study does comply with all of the Department's guidelines, staff has identified an issue of significant
concern with respect to two 76 unit rural developments within 3,500 feet of each other being approved
for funding during the same cycle. The subject application has scored higher than the Casa Alton
development and therefore has priority in consideration for funding. The Underwriter has reviewed the
Casa Alton application and it reflects that the savings, attributed to the use of a USDA 538 loan (which is
also being use in the subject), are being used more effectively in the Casa Alton application by
including more deep rent targeting than the subject (with 10 units at 30% x units at 40% and 8 units at
50% 17 compared tot he subjects 8 units at 30%).

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 1 Date of Last Applicant Revision: 6/22/2007

The Applicant's projected net rent collected is equal to the gross program rent less utility allowances
maintained by the La Joya Housing Authority. However, the Applicant included allowances for
"range/microwave" and "refrigerator." These allowances are typically used only when the tenant is
responsible for providing these appliances, which will not be the case for the subject property. The
Applicant chose not to change this despite the discrepancy being brought to their attention during
correspondence.

Also of note, the Applicant's original rent schedule indicated only $5 per unit in secondary income,
vacancy and collection loss of 8%, and rent concession of over $10K per year. However, the Applicant's
revised schedule indicates $15 per unit in secondary income, 7.5% vacancy and collection loss, and no
rent concessions. The Applicant has indicated that the development was originally intended to be a
Public Housing Authority transaction, and that this is the reason these changes were made. This is
discussed further in the Expense section below.

Despite the difference in the utility allowances, the Applicant's estimate of effective gross income is
within 5% of the Underwriter's estimate.

This section intentionally left blank.
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Expense: Number of Revisions: 2 Date of Last Applicant Revision: 6/22/2007

The Applicant's revised expense estimate of $3,740 per unit is within 5% of the Underwriter's estimate of
$3,628 per unit derived from the TDHCA expense database, IREM, and other sources. However, the
Applicant's estimate of general and administrative expense is $4K higher than the Underwriter's
estimate. Additionally, the Applicant's original supportive service estimate was decreased significantly in
response to concerns form the Underwriter regarding the high expense to income ratio in the originally
submitted operating proforma. The Applicant stated, "The services line has dropped significantly, we do
not propose any changes to the services initially proposed. Our initial estimate was based on how
generous we could afford to be, and not on actual contracts. Our revision proposes less extravagant
costs. Also, we still have budgeted for tenant education in addition to support services" (email dated
6/22/07).

The Applicant revised the operating expenses in response to a letter indicating that the original rent
schedule and operating proforma resulted in an expense to income ratio of 80%, which is significantly in
excess of the Department's 65% maximum. Additionally, the Applicant's original income estimate was
substantially lower but unjustifiably so. In addition to a high expense to income ratio, understating
income and overstating expenses results in an artificially low debt coverage ratio (DCR). The low debt
coverage ratio in the application resulted in a lower debt amount which was even lower than it should
have been given the proposed USDA section 538 funding, which is intended to reduce the interest
burden and increase the amount debt that can be serviced by an affordable housing development in
arural area.

The result was that the original proforma suggested a much lower debt amount than it should have and
suggested a gap amount that was larger than it should have been. The larger gap suggested, again
unrealistically, that more tax credits would be needed. The original application indicated syndication
proceeds amounting to 87% of the development costs as compared to the typical 9% transaction
which is funded with syndication proceeds of 70% or less. Because the 65% expense to income ratio
limit exists, the Applicant was motivated to reconcile income and expenses closer to reality and as a
result voluntarily decreased their credit request by $82K.

Conclusion:
The Applicant's revised estimate of net operating income is not within 5% of the Underwriter's estimate.
Therefore, the Underwriter's Year One proforma is used to determine the development's debt capacity
and debt coverage ratio (DCR). The Underwriter's Year One proforma results in a DCR above the
Department's maximum of 1.35. Therefore, the recommended financing structure will reflect an increase
the permanent debt and a decrease in the gap in financing. This is discussed in more detail in the
"Recommended Financing Structure" section.

Feasibility:
The Applicant's revised operating proforma estimates and initial expense to income ratio is 0.01% below
the Department's 65% maximum and no mitigating circumstances exist in the application to support
such a high figure. The Underwriter's analysis, reflects a slightly lower expense estimate and a lower
expense to income ratio. In both cases, however, the development can be characterized as feasible
under this criterion.

The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Underwriter’s base year effective gross income, expense, net operating income, and revised debt
service were utilized resulting in a debt coverage ratio that remains above 1.15 and continued positive
cashflow for the Department's 15 year minimum. Therefore, the development can be characterized as
feasible.

ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 10 acres $90,000 Tax Year: 2006
One Acre: $9,000 Valuation by: Hidalgo CAD
Prorata Value: 7 acres $63,000 Tax Rate: 2.2435
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EVIDENCE of PROPERTY CONTROL

Type: Commercial Contract - Unimproved Property (w/Amendment) Acreage: 10
Contract Expiration: 8/31/2007 Valid Through Board Date? Yes |:| No
Acquisition Cost: $275,000 Other:

Seller: Maria R Gonzales Related to Development Team? |:| Yes No

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 2 Date of Last Applicant Revision: 6/22/2007

Acquisition Value:
The site cost of $27,500 per acre or $2,533 per unit is assumed to be reasonable since the acquisition is
an arm’s-length transaction. However, only 7 of the 10 acres to be purchased will be used for the
subject development. As a result the Applicant has used a prorata value of $192,500 plus closing costs.
The Underwriter also has determined a prorata value of $192,500 plus closing costs.

Off-Site Cost:
The Applicant has included off-site costs of $100,000 for off-site concrete, storm drains, hydrants, off-site
utilities, sewer laterals, off-site paving, off-site electrical, and other. The Architect provided a sealed
verification of the Applicant's off-site estimate.

Sitework Cost:
The Applicant’s claimed sitework costs of $10,915 per unit are higher than the current Department
maximum. The Applicant provided verification of the sitework costs from a third-party Architect and a
letter from a PCA supporting the Applicant's estimate of the eligible costs. It is likely that the sitework
costs are higher as a result of the marshy soils and need to elevate the buildings and parking per the
Department's floodplain requirements.

Direct Construction Cost:

The Applicant’s direct construction cost estimate is $51K or 1% higher than the Underwriter’s Marshall &
Swift Residential Cost Handbook-derived estimate.

Interim Interest Expense:
The Applicant overstated eligible interim interest by including more than three years of fully drawn
construction interest as eligible. The excess interest has been reallocated to ineligible costs, which results
in a reduction in eligible basis.

Contingency & Fees:
The Applicant's eligible developer fees exceed the 15% maximum by $57,133 and contingencies
exceed the 5% maximum by $205; therefore, the excess fees and contingencies will effectively be
reallocated to ineligible costs.

Conclusion:
The Applicant’s total development cost is within 5% of the Underwriter’s estimate; therefore, the
Applicant’s cost schedule as adjusted above will be used to determine the development’s need for
permanent funds and to calculate eligible basis. An eligible basis of $7,228,646 supports annual tax
credits of $803,464. This figure will be compared to the Applicant’s request and the tax credits
calculated based on the gap in need for permanent funds to determine the recommended allocation.

This section intentionally left blank.
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FINANCING STRUCTURE

SOURCES & USES Number ofRevisions: 1 Date of Last Applicant Revision:  6/22/2007
Source: City of Alton Type: Interim Financing

Principal: $435,000 Interest Rate: |:| Fixed Term: months
Comments:

The Applicant has indicated their intent to apply for a "low-interest" loan from the City of Alton. No other
anticipated terms were provided. The Underwriter has assumed a rate equal to AFR as of March 1, 2007
and a term of at least 12 months in order to calculated eligible interim interest.

Source: BEY, LLC Type: Interim to Permanent Financing
Principal: $170,000 Interest Rate: 7.8% Fixed Term: 18 months
Source: Lancaster-Pollard (USDA Section 538) Type: Interim to Permanent Financing
Interim: $1,500,000 Interest Rate: 4.90% Fixed Term: 24 months
Permanent: $1,500,000 Interest Rate: 4,90% Fixed Amort: 480 months
Permanent: $250,000 Interest Rate: 7.40% Fixed Amort: 480 months
Comments:

The Lancaster-Pollard commitment indicates the permanent first lien mortgage will be a Section 538
USDA-RD loan. The loan will carry a fixed rate of 7.4% with an interest rate credit to bring the effective
rate down to the Applicable Federal Rate (AFR), estimated by the lender to be 4.9%. The commitment
indicates the interest rate credit will be available on a debt amount up to $1,500,000. Any additional
debt would carry the 7.4% rate, and the maximum loan amount is indicted to be $1,750,000.

The revised sources and uses indicates a total loan amount of $1,805,000 which is higher than the
maximum identified by the lender. As a result, the Applicant may be required to defer developer fees or
seek an additional source of funds for $55K (the difference between the Applicant's amount and the
lender's maximum). Any such deferral of developer fee will be repayable from available cashflow within
two years of stabilized operation.

Source: RBC Capital Markets/Apollo Equity Partners Type: Syndication
Proceeds: $7,380,240 Syndication Rate: 88% Anticipated HTC: $ 847,135
Comments:

The syndicator will require reserve for replacements of $250 per unit per year. The syndication price is at
the low end of current market prices and any increase in rate could reduce the final allocation of
credits since there is little or no deferred developer fee to absorb excess syndication proceeds.

Amount: $0 Type: Deferred Developer Fees

CONCLUSIONS

Recommended Financing Structure:
As stated above, the proforma analysis results in a debt coverage ratio above the Department’s
maximum guideline of 1.35. The underwriting analysis assumes an increase in the Lancaster-Pollard
unsubsidized permanent loan amount to $535,835 ($2,035,835 including both the rate subsidized and
non-subsidized portions) based on the terms reflected in the application materials. As a result the
development’s gap in financing will decrease.

This section intentionally left blank.
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The Applicant's total development cost estimate less the total Lancaster-Pollard permanent loan of
$2,035,835 indicates the need for $6,431,640 in gap funds. Based on the submitted syndication terms, a
tax credit allocation of $738,251 annually would be required to fill this gap in financing. Of the three
possible tax credit allocations, Applicant’s revised request ($764,747), the gap-driven amount ($738,251),
and eligible basis-derived estimate ($803,464), the gap-driven amount of $738,251 is recommended
resulting in proceeds of $6,431,640 based on a syndication rate of 88%.

The Underwriter’s recommended financing structure indicates no need for additional permanent funds.
However, as indicated above, the lender's commitment indicates a maximum loan amount of
$1,750,000, while the recommended financing structure indicates a permanent loan amount of
$2,035,538. As a result, the Applicant may be required to defer developer fee equal to the difference
between the loan maximum and the recommended loan amount ($285,835). Deferred developer fees
in this amount appear to be repayable in just over five years of stabilized operations.

Underwriter: Date: July 7, 2007
Cameron Dorsey
Reviewing Underwriter: Date: July 7, 2007
Raquel Morales
Director of Real Estate Analysis: Date: July 7, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Los Ebanos Apartments, Alton, 9% HTC #07153

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 30% 2 1 1 750 $242 $201 $402 $0.27 $41.00 $26.00
TC 60% 4 1 1 750 $485 444 1,776 0.59 41.00 26.00
TC 30% 3 2 2 1,054 $291 236 708 0.22 55.00 32.00
TC 60% 35 2 2 1,054 $582 527 18,445 0.50 55.00 32.00
TC 30% 3 3 2 1,187 $336 266 798 0.22 70.00 44.00
TC 60% 29 3 2 1,187 $672 602 17,458 0.51 70.00 44.00
TOTAL: 76 AVERAGE: 1,086 $521 $39,587 $0.48 $60.21 $36.58

INCOME Total Net Rentable Sq Ft: 82,536 TDHCA APPLICANT COUNTY IREM REGION  COMPT. REGION
POTENTIAL GROSS RENT $475,044 $463,620 Hidalgo 11
Secondary Income Per Unit Per Month: $10.00 9,120 9,120 $10.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $484,164 $472,740
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (36,312) (35,455) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $447,852 $437,285
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 4.64% $273 0.25 $20,758 $25,100 $0.30 $330 5.74%

Management 5.00% 295 0.27 22,393 21,500 0.26 283 4.92%

Payroll & Payroll Tax 12.83% 756 0.70 57,471 60,500 0.73 796 13.84%

Repairs & Maintenance 6.90% 407 0.37 30,914 28,950 0.35 381 6.62%

Utilities 3.07% 181 0.17 13,728 16,218 0.20 213 3.71%

Water, Sewer, & Trash 6.90% 406 0.37 30,886 28,299 0.34 372 6.47%

Property Insurance 6.45% 380 0.35 28,888 32,896 0.40 433 7.52%

Property Tax 2.2435 7.61% 449 0.41 34,101 34,164 0.41 450 7.81%

Reserve for Replacements 4.24% 250 0.23 19,000 19,000 0.23 250 4.34%

TDHCA Compliance Fees 0.68% 40 0.04 3,040 3,040 0.04 40 0.70%

Other: Cbl/SuppServ/Secur/Educ 3.25% 191 0.18 14,550 14,550 0.18 191 3.33%

TOTAL EXPENSES 61.57% $3,628 $3.34 $275,729 $284,217 $3.44 $3,740 64.996%
NET OPERATING INC 38.43% $2,265 $2.09 $172,122 $153,068 $1.85 $2,014 35.00%
DEBT SERVICE
Lancaster-Pollard w/ Rate Subsidy ~ 19.11% $1,126 $1.04 $85,607 $113,278 $1.37 $1,491 25.90%
Lancater-Pollard w/o Rate Subsidy 5.32% $313 $0.29 23,815 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 14.00% $825 $0.76 $62,700 $39,790 $0.48 $524 9.10%
AGGREGATE DEBT COVERAGE RATIO 1.57 1.35
RECOMMENDED DEBT COVERAGE RATIO 1.35
CONSTRUCTION COST

Descrigtion Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 2.40% $2,632 $2.42 $200,000 $200,000 $2.42 $2,632 2.36%
Off-Sites 1.20% 1,316 1.21 100,000 100,000 1.21 1,316 1.18%
Sitework 9.95% 10,915 10.05 829,574 829,574 10.05 10,915 9.80%
Direct Construction 45.55% 49,984 46.03 3,798,753 3,850,141 46.65 50,660 45.47%
Contingency 5.00% 2.77% 3,045 2.80 231,416 234,191 2.84 3,081 2.77%
Contractor's Fees 14.00% 7.77% 8,526 7.85 647,966 654,703 7.93 8,615 7.73%
Indirect Construction 5.49% 6,030 5.55 458,300 458,300 5.55 6,030 5.41%
Ineligible Costs 6.91% 7,578 6.98 575,901 575,901 6.98 7,578 6.80%
Developer's Fees 15.00% 11.20% 12,286 11.31 933,763 1,000,000 12.12 13,158 11.81%
Interim Financing 3.11% 3,409 3.14 259,075 259,075 3.14 3,409 3.06%
Reserves 3.66% 4,021 3.70 305,590 305,590 3.70 4,021 3.61%
TOTAL COST 100.00% $109,741 $101.05 $8,340,337 $8,467,475 $102.59 $111,414 100.00%
Construction Cost Recap 66.04% $72,470 $66.73 $5,507,709 $5,568,609 $67.47 $73,271 65.76%
SOURCES OF FUNDS RECOMMENDED
Lancaster-Pollard w/ Rate Subsidy ~ 17.98% $19,737 $18.17 $1,500,000 $1,500,000 $1,500,000 Developer Fee Available
Lancater-Pollard w/o Rate Subsidy 3.00% $3,289 $3.03 250,000 305,000 535,835 $942,867
Apollo Syndication Proceeds 88.49% $97,108 $89.42 7,380,240 6,662,476 6,431,640 % of Dev. Fee Deferred
Deferred Developer Fees 0.00% $0 $0.00 0 0 0 0%
Additional (Excess) Funds Req'd -9.47% ($10,393) ($9.57) (789,903) (1) 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $8,340,337 $8,467,475 $8,467,475 $916,070
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

DIRECT CONSTRUCTION COST ESTIMATE

Los Ebanos Apartments, Alton, 9% HTC #07153

Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Multiple Residence Basis
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $1,500,000 Amort 480
Base Cost | $54.42 | $4,491,388 Int Rate 4.90% DCR 201
Adjustments
Exterior Wall Finish 0.00% $0.00 $0 Secondary $305,000 Amort 480
Elderly 0.00% 0.00 0 Int Rate 7.40% Subtotal DCR 1.57
9-Ft. Ceilings 0.00% 0.00 0
Roofing 0.00 0 Additional Amort
Subfloor (1.24) (101,932) Int Rate Aggregate DCR 1.57
Floor Cover 2.43 200,562
Breezeways/Balconies $24.01 6,110 1.78 146,671 RECOMMENDED FINANCING STRUCTURE:
Plumbing Fixtures $805 210 2.05 169,050
Rough-ins $400 152 0.74 60,800 Primary Debt Service $85,607
Built-In Appliances $1,850 76 1.70 140,600 Secondary Debt Service 41,840
Exterior Stairs $1,800 29 0.62 51,300 Additional Debt Service 0
Enclosed Corridors $44.50 0.00 0 NET CASH FLOW $44,676
Heating/Cooling 1.90 156,818
Garages/Carports $10.15 12,768 1.57 129,595 Primary $1,500,000 Amort 480
Comm &/or Aux Bldgs $63.50 4,949 3.81 314,237 Int Rate 4.90% DCR 2.01
Other: fire sprinkler $1.95 82,536 1.95 160,945
SUBTOTAL 71.73 5,920,034 Secondary $535,835 Amort 480
Current Cost Multiplier 0.98 (1.43) (118,401) Int Rate 7.40% Subtotal DCR 1.35
Local Multiplier 0.81 (13.63) (1,124,806)
TOTAL DIRECT CONSTRUCTION COSTS $56.66 $4,676,827 Additional $0 Amort 0
Plans, specs, survy, bld pri 3.90% ($2.21) ($182,396) Int Rate 0.00% Aggregate DCR 1.35
Interim Construction Interes|  3.38% (1.91) (157,843)
Contractor's OH & Profit 11.50% (6.52) (537,835)
NET DIRECT CONSTRUCTION COSTS $46.03 $3,798,753
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $475,044 $489,295 $503,974 $519,093 $534,666 $619,825 $718,547 $832,993 $1,119,472
Secondary Income 9,120 9,394 9,675 9,966 10,265 11,900 13,795 15,992 21,492
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 484,164 498,689 513,650 529,059 544,931 631,724 732,341 848,985 1,140,964
Vacancy & Collection Loss (36,312) (37,402) (38,524) (39,679) (40,870) (47,379) (54,926) (63,674) (85,572)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME  $447,852 $461,287 $475,126 $489,380 $504,061 $584,345 $677,416 $785,311 $1,055,392
EXPENSES at 4.00%
General & Administrative $20,758 $21,589 $22,452 $23,350 $24,284 $29,545 $35,947 $43,734 $64,738
Management 22,393 23,064 23,756 24,469 25,203 29,217 33,871 39,266 52,770
Payroll & Payroll Tax 57,471 59,770 62,161 64,648 67,234 81,800 99,522 121,084 179,234
Repairs & Maintenance 30,914 32,151 33,437 34,775 36,166 44,001 53,534 65,132 96,412
Utilities 13,728 14,277 14,848 15,442 16,060 19,539 23,772 28,923 42,813
Water, Sewer & Trash 30,886 32,121 33,406 34,742 36,132 43,960 53,484 65,071 96,322
Insurance 28,888 30,043 31,245 32,495 33,794 41,116 50,024 60,862 90,090
Property Tax 34,101 35,465 36,884 38,359 39,894 48,537 59,052 71,846 106,350
Reserve for Replacements 19,000 19,760 20,550 21,372 22,227 27,043 32,902 40,030 59,254
Other 17,590 18,294 19,025 19,786 20,578 25,036 30,460 37,059 54,857
TOTAL EXPENSES $275,729 $286,534 $297,765 $309,438 $321,571 $389,794 $472,568 $573,008 $842,838
NET OPERATING INCOME $172,122 $174,753 $177,361 $179,941 $182,490 $194,551 $204,848 $212,303 $212,554
DEBT SERVICE
First Lien Financing $85,607 $85,607 $85,607 $85,607 $85,607 $85,607 $85,607 $85,607 $85,607
Second Lien 41,840 41,840 41,840 41,840 41,840 41,840 41,840 41,840 41,840
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $44,676 $47,306 $49,914 $52,495 $55,044 $67,104 $77,402 $84,857 $85,107
DEBT COVERAGE RATIO 1.35 1.37 1.39 1.41 1.43 1.53 1.61 1.67 1.67
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HTC ALLOCATION ANALYSIS -Los Ebanos Apartments, Alton, 9% HTC #07153

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $200,000 $200,000
Purchase of buildings
Off-Site Improvements $100,000 $100,000
Sitework $829,574 $829,574 $829,574 $829,574
Construction Hard Costs $3,850,141 $3,798,753 $3,850,141 $3,798,753
Contractor Fees $654,703 $647,966 $654,703 $647,966
Contingencies $234,191 $231,416 $233,986 $231,416
Eligible Indirect Fees $458,300 $458,300 $458,300 $458,300
Eligible Financing Fees $259,075 $259,075 $259,075 $259,075
All Ineligible Costs $575,901 $575,901
Developer Fees $942,867
Developer Fees $1,000,000 $933,763 | $933,763
Development Reserves $305,590 $305,590
TOTAL DEVELOPMENT COSTS $8,467,475 $8,340,337 $7,228,646 $7,158,846
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $7,228,646 $7,158,846
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $9,397,239 $9,306,500
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $9,397,239 $9,306,500
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $803,464 $795,706
Syndication Proceeds 0.8712 $6,999,778 $6,932,189
Total Tax Credits (Eligible Basis Method) $803,464 $795,706
Syndication Proceeds $6,999,778 $6,932,189
Requested Tax Credits $764,747
Syndication Proceeds $6,662,476
Gap of Syndication Proceeds Needed $6,431,640
Total Tax Credits (Gap Method)l $738,251 I
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Project ID# 07153
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

National Previous Participation Certification Received:

Applicant Evaluation ||

Name: L osEbanosApartments

HOME [

City: Alton

BOND [ ] HTF [] SECO [ ] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

N/A ' No

[ ] No

L ves

[]Yes

Noncompliance Reported on National Previous Participation Certification:

Total # of Projects monitored: 1
Projects zerotonine: 1
grouped
by score

tentonineteen: O
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer S. Gamble

Date 6 /27/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 7 13 12007

Portfolio Management and Compliance

Projectsin Material Noncompliance
Yes [ ] No
# monitored with a score less than thirty: 1
# not yet monitored or pending review: 0
Single Audit

Not applicable

Review pending

No unresolved issues

OO0 K

Issues found regarding late cert
Issues found regarding late audit [ |

Unresolved issues found that L]
warrant disqualification
(Comments attached)

HOME

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Sandy M. Garcia
Date 6 /29/2007

Office of Colonia Initiatives

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 6 /29/2007

Date

# in noncompliance:

Projects not reported  Yes
in application No

# of projects not reported

Portfolio Analysis
Not applicable
No unresolved issues
Not current on set-ups
Not current on draws

OO0 R

Not current on match

6/27/2007

Real Estate Analysis
(Workout)
Not applicable
Review pending
No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer D. Burrell
Date 6 /28/2007

Financial Administration

No delinquencies found
Delinquencies found L]

Reviewer Melissa M. Whitehead
Date 7 /13/2007




fj'f;‘?" ":‘"I-, MULTIFAMILY FINANCE DIVISION
i b ": July 30, 2007
Tl Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Pointe North, TDHCA Number 07162
BASIC DEVELOPMENT INFORMATION
Site Address: 3710 Magnolia Development #: 07162
City: Beaumont Region: 5 Population Served: General
County: Jefferson Zip Code: 77703 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: RC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: 158 Pointe North, L.P.
Owner Contact and Phone: Robert Reyna (409) 951-7200
Developer: Carleton Development, Ltd./ Golden Triangle Redevelopment Corp.
Housing General Contractor: Carleton Construction, Ltd
Architect: KAI
Market Analyst: Integra Realty Resources
Syndicator: Red Capital Group, Inc.
Supportive Services: Housing Authority of the City of Beaumont
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 158
79 0 0 79 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 24 74 60 0 0 Total Development Units: 158
Type of Building: Total Development Cost*: $0
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,200,000 $1,200,000
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).

7/23/2007 01:05 PM




Py MULTIFAMILY FINANCE DIVISION

el L W July 30, 2007

3 Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Pointe North, TDHCA Number 07162

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Williams, District 4, S Points: 7 US Representative: Poe, District 2, NC

TX Representative: Deshotel, District 22, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC, Guy N. Goodson, Mayor Resolution of Support from Local Government [ ]

S, Kyle Hayes, City Manager

S, Robert L. Reyna, Executive Director, Beaumont
Housing Authority

Individuals and Businesses In Support: 2 In Opposition 0
Quantifiable Community Participation Input:

Magnolia Fairgrounds Neighborhood, Eva Westbrooks Letter Score: 12 SorO: S
Due to the shortage of housing in the area and the Beaumont Housing Authority is filling that gap.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:

Support received from elected officials, some non officials and a qualified neighborhood organization. Comment
received during the public hearing requested a forward commitment of 2008 tax credits.

CONDITIONS OF COMMITMENT

Pending completion of feasibility analysis.

7/23/2007 01:05 PM



G 08y MULTIFAMILY FINANCE DIVISION
iy 8 S July 30, 2007

Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Pointe North, TDHCA Number 07162

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: [ ] Score:193 [ ] Meeting a Required Set-Aside Credit Amount*: $1,200,000

Recommendation: Recommended because without this award included, this sub-region's allocation shortfall would have been a
significant portion of their total targeted sub-regional allocation when tax credits are collapsed state-wide.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 01:05 PM




ff'f;‘;," ":‘"I-, MULTIFAMILY FINANCE DIVISION
Sl g July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Covington Townhomes, TDHCA Number 07164
BASIC DEVELOPMENT INFORMATION
Site Address: E Side of Milam St. Between 13th & 11th St. Development #: 07164
City: Texarkana Region: 4 Population Served: General
County: Bowie Zip Code: 75501 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: RC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Texarkana Two Neighborhood Ventures Limited
Owner Contact and Phone: Richard Herrington (903) 838-8548
Developer: Braziel and Associates
Housing General Contractor: Carleton Construction, Ltd.
Architect: Beeler, Guest, Owens Architects, L.P.
Market Analyst: Integra Realty Resources
Syndicator: Red Capital Group, Inc.
Supportive Services: Housing Authority of the City of Texarkana Texas
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown: 30% 40% 50% 60% Total Restricted Units: 126
14 0 0 112 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 32 62 32 0 0 Total Development Units: 126
Type of Building: Total Development Cost*: $13,956,919
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,200,000 $0
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant
Request (pending the Financial Feasibility Analysis).

7/23/2007 01:05 PM




—a ¥ MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Covington Townhomes, TDHCA Number 07164

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Eltife, District 1, S Points: 7 US Representative: Hall, District 4, NC

TX Representative: Frost, District 1, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: S, James Bramlett, Mayor Resolution of Support from Local Government [ ]

S, Derrick McGary, Council Member Ward 1

S, Larry Sullivan Ed. D., Superintendent, Texarkana ISD

Individuals and Businesses In Support: 1 In Opposition 0
Quantifiable Community Participation Input:

Rosehill Neighborhood Improvement Association, Inc., Erma Stenson Letter Score: 12 SorO: S

The proposed project will replace old public housing units constructed in 1941. The development will be a
welcome source of nice new housing for low-income residents of this historic neighborhood.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:
Support received from elected officials and an unqualified neighborhood organization.
CONDITIONS OF COMMITMENT

Receipt, review, and acceptance prior to demolition and start of construction of evidence that all Phase | ESA recommendations have been carried
out including, but not limited to a survey for asbestos containing materials, lead based paint, and lead in drinking water.

Receipt, review, and acceptance, by the 10% test, of a HUD-approved application for demolition or disposition.

Receipt, review, and acceptance, by the 10% test, of documentation of a Development Based Operating Subsidy Agreement from the Housing
Authority.

Receipt, review, and acceptance by carryover of a revised ground lease, clearly indicating an upfront payment equal to the purchase price.

Should the terms and rates of the proposed debt or syndication change, the transaction should be reevaluated and an adjustment to the credit
allocation amount may be warranted.

Receipt of a commitment of funding from the City of Texarkana in the amount of $750,000, or a commitment from a qualifying substitute source in
an amount not less than $707,346, as required by §49.9(i)(5) of the 2007 QAP. The Local Political Subdivision must attest to the fact that any
funds committed were not first provided to the Local Political Subdivision by the Applicant, the Developer, Consultant, Related Party or any
individual or entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision or subsidiary. If the
terms or amount of funding are different than those of the source for which points were awarded, the Application may be reevaluated for financial
feasibility.

7/23/2007 01:05 PM
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Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Covington Townhomes, TDHCA Number 07164

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: [ ] Score:197 [ ] Meeting a Required Set-Aside Credit Amount*: $0

Recommendation: Not Recommended: Due to a forward commitment of credits made in 2006, funds available in sub-region are
insufficient to award any Application in sub-region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 01:05 PM




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

REPORT DATE: 07/10/07 PROGRAM: 9% HTC FILE NUMBER: 07164

DEVELOPMENT

Covington Townhomes

Location: East Side of Milam Street Between 13th and 11th Streets Region: 4
City: Texarkana County: Bowie Zip: 75501 Qct [ ] opa
Key Attributes: Multifamily, Family, Reconstruction, Urban/Exurban

ALLOCATION

REQUEST RECOMMENDATION

TDHCA Program Amount Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $1,200,000 $1,200,000

CONDITIONS

1 Receipt, review, and acceptance prior to demolition and start of construction of evidence that all
Phase | ESA recommendations have been carried out including, but not limited to a survey for asbestos
containing materials, lead based paint, and lead in drinking water.

2 Receipt, review, and acceptance, by the 10% test, of a HUD-approved application for demolition or
disposition.

3 Receipt, review, and acceptance, by the 10% test, of documentation of a Development Based
Operating Subsidy Agreement from the Housing Authority.

4 Receipt, review, and acceptance by carryover of a revised ground lease, clearly indicating an upfront
payment equal to the purchase price.

5 Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 14
60% of AMI 60% of AMI 112
PROS CONS
d Development represents the reconstruction of d The acquisition is an identity of interest.
67 year old public housing development
d The development plan calls for the continuation d The anticipated syndication proceeds as a
of the public housing subsidy for some units to percentage of total cost (78%) is higher than the
potentially help serve the lowest income levels in typical percentage (less than 70%) for a 9%
the community. transaction due to the level of low income
targeting.
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d The development will result in the elimination of
funding for 112 public housing units on the site.

d The market for 2 and 3 bedroom units at 60%
AMI may be somewhat saturated with unit
capture rates of over 150%.

PREVIOUS UNDERWRITING REPORTS

None
DEVELOPMENT TEAM
OWNERSHIP STRUCTURE
Taxarkana Two Neighborhood Ventures
Lirnited
.
| |
To be dalarmined ax cradil invesiorn 0" Texarkana Two MMaighborhood Wanures GP, LLC
General Pariner 1%
CONTACT
Contact: Richard Herrington Phone: (903) 838-8548 Fax: (903) 832-2899
Email: rherrington@texarkanaha.org
KEY PARTICIPANTS

Name Net Assets Liquidity? # of Complete Developments
Texarkana Two Neighborhood Ventures, Ltd N/A
Texarkana Two Neighborhood Ventures GP, LLC N/A 1
Melvin Braziel CONFIDENTIAL

1 Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

d The Applicant and General Contractor are related entities. These are common relationships for HTC-
funded developments.

d The selleris also regarded as a related party to the General Partner. The acquisition price will be based
upon the lesser of the declared price, the appraised value, and the original acquisition and holding
cost. This is discussed at greater length in the construction cost section of this report.

This section intentionally left blank.
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PROPOSED SITE

SITE PLAN

TTH ITREET

12TH STEEET

o | 1 1 1 1 | I | 1 1 1 1 | I | 1 1 1 1 L

20" SETHACK
=TT BT I_I|

L ~T T 1T 1T 1T T T T T T1
IITH STEEET

BUILDING CONFIGURATION

Building Type A B C Total
Floors/Stories 2 2 2 Buildings
Number 8 5 4 17
BR/BA SF Units Total Units | Total SF
171 758 2 16 12,128
1/1 845 2 16 13,520
2/1 1,041 6 8 62 64,542
3/2 1,239 4 32 39,648
Units per Building 8 6 8 126 129,838

This section intentionally left blank.
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The property is currently composed of 126 units constructed in 1940 and operated by the Housing
Authority of the City of Texarkana (HATT) with all units at 30% AMI. The Applicant has proposed
demolition of the existing structures and construction of 17 new residential buildings each with six to
eight one and two story townhome units. The outer units of the 9 buildings containing the proposed two
bedroom units will be the one story units. Fourteen of the 126 proposed units will be public housing units
(PHUs) receiving an operating subsidy. The Applicant did not provide a Development Based Operating
Subsidy Agreement, but rather indicates that the Housing Authority will not enter into any type of
agreement on the subject until they are able to know for sure that the deal will go forward. Furthermore,
the Applicant has indicated, upon HUD approval of the demolition application, the Housing Authority
will request Housing Choice Vouchers for the relocation of all current tenants. The Applicant has not
included the value of this in-kind assistance as a use of funds in the development cost schedule or as a
source of funds.

SITE ISSUES
Total Size: 8.764 acres Scattered site? Yes No
Flood Zone: Zone X Within 100-yr floodplain? Yes No
Zoning: MF-1 Needs to be re-zoned? Yes No |:| N/A

TDHCA SITE INSPECTION

Inspector: Manufactured Housing Staff Date:  5/22/2007
Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable
Surrounding Uses:

North:  West 13th Street and residential uses

South:  West 11th Street and residential uses

East: Residential uses

West: Milam Street and residential uses

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider:  Alpha Testing, Inc. Date:  3/13/2007

Recognized Environmental Concerns (RECs) and Other Concerns:

d "Based on the date of construction of the multifamily apartment complex (1940), asbestos is considered
to present a REC for the Site." (p. 21)

d "Based on the date of construction of the multifamily apartment complex (1940), lead-based paint is
considered to present a REC for the Site." (p. 22)

d "Based on the date of construction of the multifamily apartment complex (1940), lead in drinking water
is considered to present a REC for the Site." (p.22)

Comments:
"If the onsite structures are scheduled for renovation or demolition, a comprehensive asbestos survey
must be performed by a State of Texas licensed and EPA accredited asbestos inspector in accordance
with Texas Asbestos Health Protection Rules and the EPA’s NESHAP regulation (40 CFR Part 61) prior to the
initiation of renovation or demolition in activities.
In order to evaluate the presence or absence of lead-based paint at the Site, a lead-based paint
inspection would be required.
In order to evaluate the presence or absence of lead in the onsite drinking water supply, a lead in
drinking water assessment would be required.” (p. 24)
Receipt, review, and acceptance prior to demolition and start of construction of evidence that all
Phase | ESA recommendations have been carried out including, but not limited to a survey for asbestos
containing materials, lead based paint, and lead in drinking water is a condition of this report.
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MARKET HIGHLIGHTS

Provider:  Integra Realty Date:  2/19/2007
Contact:  Keri Curtis Phone: (972) 960-1222 Fax: (972) 960-2922
Number of Revisions: 0 Date of Last Applicant Revision: N/A

Primary Market Area (PMA): 163.08 square miles ~7.24 mile radius
"Because of the small size of the city and the lack of physical and psychological barriers, we consider
the market area to be the area within the city limits of Texarkana, Texas." (p.17)
It should be noted, the Market Analyst further explains the reasoning behind the drawn PMA boundaries
is "due to a previous request by a TDHCA reviewer that only the Texas side is included. However,
according to a letter written by the Executive Director of the Housing Authority of the City of Texarkana,
Texas (Richard Herrington, Jr.) to Texas Department of Housing and Community Affairs (Ms. Audrey
Martin) dated June 19, 2006, Mr. Herrington states that persons in need of clean, safe, affordable
housing are willing to move the short distance from the Arkansas side of the border. He also states that
the Housing Authority for the City of Texarkana, Texas works closely with the Housing Authority for the
City of Texarkana, Arkansas and that the Section 8 vouchers from each authority area are portable to
each state." (p. 18)

Secondary Market Area (SMA):

The market analyst did not explicitly define a secondary market; however, the analysts notes that a 15-
minute and 20-minute drive to the center of Texarkana, was considered.

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name Fle# | ow [ comp Name e | o@ Comp
Units Units Units  [2s%  Units
Renaissance Plaza | 060050 120 Elderly No secondary market
INCOME LIMITS
Bowie
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $9,800 $11,200 $12,600 $14,000 $15,100 $16,250
60 $19,560 $22,380 $25,140 $27,960 $30,180 $32,460
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type I;i;ﬁ;i; DGerrcT)]v;/:; DSrtnhaer: d D;;t;lll d Subject Units|Comparable| Capture Rate
(PMA)
1 BR/30% Rent Limit 237 7 0 244 4 0 2%
1 BR/60% Rent Limit 133 2 0 135 28 0 21%
2 BR/30% Rent Limit 56 2 0 58 6 0 10%
2 BR/60% Rent Limit 26 0 0 26 56 0 215%
3 BR/30% Rent Limit 38 1 0 39 4 0 10%
3 BR/60% Rent Limit 16 1 0 17 28 0 165%

This section intentionally left blank.
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OVERALL DEMAND
Target Household Size | Income Eligible Tenure Demand
Households
PMA DEMAND from TURNOVER
Market Analyst p. 52 00% 14,156 506
Underwriter 00% 14,259 97% 13,864 26% 3,665 21% 1,487 65% 967
PMA DEMAND from HOUSEHOLD GROWTH

Market Analyst p. 53 13

Underwriter 97% 97 26% 25 2% 10 100% 10
INCLUSIVE CAPTURE RATE
Unstabilized | Unstabilized Total .
. . Inclusive
Subject Units| Comparable|Comparable| Total Supply| Demand Capture Rate
(PMA) (25% SMA) (W/25% of SMA) p
Market Analyst p. 54 126 0 0 126 519 24.28%
Underwriter 126 0 0 126 977 12.90%

The Underwriter was not able to corroborate the Market Analyst's calculations but independently
evaluated demand for the subject and found the inclusive capture rate to be acceptable at 12.9%.

Primary Market Occupancy Rates:
"The subject is located in an area with above average occupancy levels, below average rents, and
one other new project, other than the subject, forecast to come online within the PMA during the next
24 months. 100% of the subject’s proposed 126 units are LIHTC units. The overall average occupancy
within the PMA is 94%. The average occupancy for LIHTC properties is 96%." (p.39)

Absorption Projections:

"The subject is forecast to reach stabilized occupancy within 11 months of opening, equating to an
absorption pace of approximately 12 units per month."” (p. 69)

RENT ANALYSIS (Tenant-Paid Net Rents)

Unit Type (% AMI) Proposed Rent l\::ac;?rrninr:w Market Rent Und(;(r:\r/]:tlng Sav’\|/r|1agrsk;ver
1BR 758 SF  30% $257 $215 $525 $215 $310
1BR 758 SF  60% $477 $477 $525 $477 $48
1BR 845SF  30% $257 $215 $550 $215 $335
1BR 845SF 60% $477 $477 $550 $477 $73
2BR 1,041 SF  30% $257 $255 $625 $255 $370
2 BR 1,041 SF  60% $568 $568 $625 $568 $57
3 BR 1,239 SF 30% $257 $289 $700 $289 $411
3 BR 1,239 SF 60% $652 $652 $700 $652 $48

Market Impact:

The Market Analyst does not explicity comment on the impact the proposed development will have on

the market area.

Comments:

The Underwriter found the market study provided sufficient information on which to base a funding

recommendation.

6 of 10

07164 Covington Townhomes.xls,
printed: 7/12/2007




OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 0 Date of Last Applicant Revision: N/A

As stated above, the Applicant has not provided an Operating Subsidy Agreement as it does not
currently exist for the subject development. Therefore, there is nothing to substantiate the anticipated
operating subsidy. Generally, under such an agreement, the Housing Authority agrees to an annual
operating subsidy equal to the difference between operating expenses for the units and the amount of
rent paid by tenants but in no event shall it exceed the operating subsidy paid to the Housing Authority
by HUD. However, based on past experience with public housing units (PHUs), the Underwriter has
assumed the subsidy will be equal to the PHUs' prorated share of expenses less the tenant contribution
and that no debt can be serviced by the PHUs.

Receipt, review, and acceptance, by the 10% test, of a HUD-approved application for demolition or
disposition and documentation of a Development Based Operating Subsidy Agreement from the
Housing Authority are conditions of this report.

For the non-PHU 60% tax credit units, the Underwriter utilized projected rents calculated by subtracting
tenant-paid utility allowances as of October 1, 2006, maintained by Bowie County, from the 2007
program gross rent limits. Tenants will be required to pay electric utility costs only.

The Applicant’s secondary income and vacancy and collection loss assumptions are in line with current
TDHCA underwriting guidelines. However, as indicated above, the Underwriter anticipates that the
PHUs will operate at an occupancy level of 100%. Therefore, the Underwriter’s estimate of Vacancy and
Collection Loss has been changed to reflect a standard rate of 7.5% of potential gross income only for
the units that will not operate as PHUs and 0% for the PHUs. This change results in a total vacancy and
collection loss rate of 6.98% of the development’s potential gross income. In addition, the Underwriter’s
assumptions include an additional monthly operating subsidy which allows these units to cover only
operating expenses. This calculation is in accordance with methodology used by other Texas Housing
Authorities proposing mixed public housing and tax credit units. Despite these differences, effective
gross income is within 5% of the Underwriter's estimate.

Expense: Number of Revisions: 1 Date of Last Applicant Revision: 6/27/2007

The Applicant’s total annual operating expense projection at $3,718 per unit is not within 5% of the
Underwriter’s estimate of $3,494, derived from the TDHCA database, and third-party data sources. The
Applicant’s budget shows repairs & maintenance to be $16K higher and property insurance to be $31K
higher than the database averages.

Furthermore, the Underwriter is assuming the 100% property tax exemption proposed by the Applicant,
which will be achieved through a long-term lease of the property by the Applicant from the Texarkana
Housing Authority.

Conclusion:
The Applicant’s operating expenses and net operating income are not within 5% of the Underwriter’s
estimates; therefore, the Underwriter's year one proforma will be used to determine the development's
debt capacity. The proforma and estimated debt service result in a debt coverage ratio (DCR) just
above the current underwriting maximum guideline of 1.35. Therefore, the recommended financing
structure reflects a slight increase in the permanent mortgage based on the interest rate and
amortization period indicated in the permanent financing documentation submitted at application.
This is discussed in more detail in the conclusion to the “Financing Structure Analysis” section (below).

Feasibility:
The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Underwriter’s base year effective gross income, expense and net operating income were utilized
resulting in a debt coverage ratio that remains above 1.15 and continued positive cashflow. Therefore,
the development can be characterized as feasible.
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ACQUISITION INFORMATION

APPRAISED VALUE
Provider:  Integra Realty Date:  2/15/2007
Number of Revisions: 0 Date of Last Applicant Revision: N/A
Land Only: 8.75 acres $310,000 As of: 2/8/2007

ASSESSED VALUE

Land Only: 9.33 acres $186,600 Tax Year: 2006
Existing Buildings: $1,378,800 Valuation by: Bowie CAD
Total Assessed Value: $1,565,400 Tax Rate: 2.50236

EVIDENCE of PROPERTY CONTROL

Type: Contract for Lease Acreage: 8.764
Contract Expiration: 12/31/2007 Valid Through Board Date? Yes |:| No
Lease Cost: $100 per year Term: 99 years

Seller:  Housing Authority of Texarkana Related to Development Team? Yes |:| No

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 1 Date of Last Applicant Revision: 6/14/2007

Acquisition Value:
The controlling Housing Authority is the current owner of the property, therefore the transaction
represents an identity of interest. Because the acquisition of the subject property took place in 1953, the
Applicant was not able to provide a settlement statement; however, The Applicant did submit original
property ledgers used in the audited financials for the property, and a return on equity calculation for
the land at a rate of 8% of the original purchase price.

The submitted Option Agreement for Ground Lease executed December 29, 2000 indicates the owner
(Housing Authority of the City of Texarkana) grants an option to lease the subject site to Texarkana Two
Neighborhood Ventures, Ltd (the Applicant) at a price of $100 per year for 99 years. Furthermore, the
Applicant indicates that an one time upfront payment equal to the Purchase price of $500K will be
provided to the Housing Authority in return for the lease. Receipt, review, and acceptance of a revised
ground lease, clearly indicating an upfront payment equal to the purchase price is a condition of this
report.

The value of the subject 8.764-acre site (not including site improvements) based on a return of 8% per
year is well in excess of the Applicant's claim of $500K; however, per §1.32(e)(1)(B)(iii)(ll) of the 2007 REA
Rules and Guidelines, the Underwriter's acquisition cost has exceeded the "as is" appraised value of
$310K. Therefore the appraised value will be used as the acquisition price by the Underwriter, and if the
Applicant's development schedule is used, an adjustment to the sources of funds will be made to
ensure that tax credit proceeds are not funding the excess transfer price over the appraised value.

Sitework Cost:
The Applicant’s claimed sitework costs of $8,992 per unit are within current Department guidelines.
Therefore, further third party substantiation is not required.

Direct Construction Cost:
The Applicant’s direct construction cost estimate is consistent with the Underwriter’s Marshall & Swift
Residential Cost Handbook-derived estimate.
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Contingency & Fees:
The Applicant’s eligible contingency costs were adjusted down by $95,369 to meet the Department
guideline of 5% of eligible sitework and direct construction costs for new construction developments.
The Applicant’s contractor’s fees for general requirements, general and administrative expenses, and
profit are all within the maximums allowed by TDHCA guidelines; however, the proposed developer fee
exceeds 15% of the Applicant’s adjusted eligible basis by $172,896. Therefore, the eligible portion of the
Applicant’s developer fee must be reduced by the same amount.

Conclusion:
The Applicant’s total development cost is within 5% of the Underwriter’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 $12,953,116 supports annual tax credits of $1,439,739. This
figure will be compared to the Applicant’s request and the tax credits calculated based on the gap in
need for permanent funds to determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 0 Date of Last Applicant Revision: N/A
Source: City of Texarkana Type: Interim Financing

Principal: M Interest Rate: w Fixed Amort: 24_ months
Source: Red Capital (Fannie Mae DUS) Type: Interim to Permanent Financing
Interim: $6,405,473 Interest Rate: 7.82% . Fixed Term: 24 months
Permanent: $2,835,905 Interest Rate: 7.39% Fixed Amort: 360 months
Comments:

$250 per unit annual replacement reserve requirement.

Source: Red Capital Type: Syndication
Proceeds: $10,798,920 Syndication Rate: 90% Anticipated HTC: $ 1,200,000
Comments:

The syndication price is at the low end of current market prices and an increase in the rate of $0.03 per
dollar of tax credits could reduce the final allocation of credits since there is little to no deferred
developer fee to absorb excess syndication proceeds.

Amount: $512,094 Type: Deferred Developer Fees

CONCLUSIONS

Recommended Financing Structure:
As stated above, the proforma analysis results in a debt coverage ratio above the Department’s
maximum guideline of 1.35. The underwriting analysis assumes an increase in the permanent loan
amount to $2,875,730 based on the terms reflected in the application materials. As a result, the
development’s gap in financing will decrease.

The Applicant’s total development cost estimate less the adjusted permanent loan of $2,875,730
indicates the need for $11,099,189 in gap funds. Based on the submitted syndication terms, a tax credit
allocation of $1,233,367 annually would be required to fill this gap in financing. Of the three possible tax
credit allocations, Applicant’s request ($1,200,000), the gap-driven amount ($1,233,367), and eligible
basis-derived estimate ($1,439,739), the requested amount of $1,200,000 is recommended resulting in
proceeds of $10,798,920 based on a syndication rate of 90%.
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The Underwriter’s recommended financing structure indicates the need for $300,269 in additional
funding even after the excess land acquisition value is accounted for. Deferred developer fee in this
amount appears to be repayable in less than four years.

Underwriter: Date: July 10, 2007
Diamond Unique Thompson
Reviewing Underwriter: Date: July 10, 2007
Lisa Vecchietti
Director of Real Estate Analysis: Date:  July 10, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Covington Townhomes, Texarkana, 9% HTC #07164

Type of Unit Other Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 30% PH 2 1 1 758 $262 215 $430 $0.28 $47.06 $33.36
TC 60% 14 1 1 758 $524 477 6,677 0.63 47.06 33.36
TC 30% PH 2 1 1 845 $262 215 430 0.25 47.06 33.36
TC 60% 14 1 1 845 $524 477 6,677 0.56 47.06 33.36
TC 30% PH 6 2 1 1,041 $315 255 1,528 0.24 60.28 38.97
TC 60% 56 2 1 1,041 $628 568 31,792 0.55 60.28 38.97
TC 30% PH 4 3 2 1,239 $363 289 1,156 0.23 73.91 44,59
TC 60% 28 3 2 1,239 $726 652 18,259 0.53 73.91 44.59
TOTAL: 126 AVERAGE: 1,030 $531 $66,950 $0.52 $60.38 $38.97

INCOME Total Net Rentable Sq Ft: 129,838 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $803,395 $804,216 Bowie 4
Secondary Income Per Unit Per Month: $5.00 7,560 7,560 $5.00 Per Unit Per Month
Other Support Income: PHU Operating Subsidy 6,345 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $817,300 $811,776
Vacancy & Collection Loss % of Potential Gross Income: -6.98% (57,065) (60,888) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $760,236 $750,888
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 7.79% $470 0.46 $59,200 $65,460 $0.50 $520 8.72%

Management 5.00% 302 0.29 38,012 37,545 0.29 298 5.00%

Payroll & Payroll Tax 16.47% 994 0.96 125,238 105,000 0.81 833 13.98%

Repairs & Maintenance 9.69% 584 0.57 73,632 90,000 0.69 714 11.99%

Utilities 3.00% 181 0.18 22,825 31,360 0.24 249 4.18%

Water, Sewer, & Trash 6.03% 364 0.35 45,851 32,640 0.25 259 4.35%

Property Insurance 5.12% 309 0.30 38,951 69,892 0.54 555 9.31%

Property Tax 2.50236 0.00% 0 0.00 0 0 0.00 0 0.00%

Reserve for Replacements 4.14% 250 0.24 31,500 31,500 0.24 250 4.20%

TDHCA Compliance Fees 0.66% 40 0.04 5,040 5,040 0.04 40 0.67%

Other: 0.00% 0 0.00 0 0 0.00 0 0.00%

TOTAL EXPENSES 57.91% $3,494 $3.39 $440,249 $468,437 $3.61 $3,718 62.38%
NET OPERATING INC 42.09% $2,540 $2.46 $319,987 $282,451 $2.18 $2,242 37.62%
DEBT SERVICE
First Lien Mortgage 30.96% $1,868 $1.81 $235,391 $235,380 $1.81 $1,868 31.35%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 11.13% $671 $0.65 $84,596 $47,071 $0.36 $374 6.27%
AGGREGATE DEBT COVERAGE RATIO 1.36 1.20
RECOMMENDED DEBT COVERAGE RATIO 1.35
CONSTRUCTION COST

Description Factor % of TOTAL PER UNIT PERSQFT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bidg) 2.23% $2,460 $2.39 $310,000 $500,000 $3.85 $3,968 3.53%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 8.15% 8,992 8.73 1,133,025 1,133,025 8.73 8,992 8.01%
Direct Construction 52.05% 57,418 55.72 7,234,626 7,059,590 54.37 56,028 49.90%
Contingency 5.00% 3.01% 3,320 3.22 418,383 505,000 3.89 4,008 3.57%
Contractor's Fees 13.63% 8.20% 9,049 8.78 1,140,235 1,140,235 8.78 9,049 8.06%
Indirect Construction 7.13% 7,869 7.64 991,500 991,500 7.64 7,869 7.01%
Ineligible Costs 1.98% 2,187 2.12 275,538 275,538 2.12 2,187 1.95%
Developer's Fees 15.00% 12.35% 13,628 13.22 1,717,105 1,862,433 14.34 14,781 13.16%
Interim Financing 3.81% 4,203 4.08 529,598 529,598 4.08 4,203 3.74%
Reserves 1.08% 1,190 1.16 150,000 150,000 1.16 1,190 1.06%
TOTAL COST 100.00% $110,318 $107.06 $13,900,009 $14,146,919 $108.96 $112,277 100.00%
Construction Cost Recap 71.41% $78,780 $76.45 $9,926,268 $9,837,850 $75.77 $78,078 69.54%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage 20.40% $22,507 $21.84 $2,835,905 $2,835,905 $2,857,730 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $1,689,537
HTC Syndication Proceeds 77.69% $85,706 $83.17 10,798,920 10,798,920 10,798,920 % of Dev. Fee Deferred
Deferred Developer Fees 3.68% $4,064 $3.94 512,094 512,094 300,269 18%
Additional (Excess) Funds Req'd -1.78% ($1,960) ($1.90) (246,910) 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $13,900,009 | $14,146,919 | $13,956,919 $1,878,625

TCSheet Version Date 6/5/06tg
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

Covington Townhomes, Texarkana, 9% HTC #07164

DIRECT CONSTRUCTION COST ESTIMATE

Marshall & Swift Residential Cost Handbook
Average Quality Multiple Residence Basis

PAYMENT COMPUTATION

CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $2,835,905 Amort 360
Base Cost | $61.32| $7,962,245 Int Rate 7.39% DCR 1.36
Adjustments
Exterior Wall Finish 7.00% $4.29 $557,357 Secondary $0 Amort
Elderly 0.00 0 Int Rate Subtotal DCR 1.36
9-Ft. Ceilings 4.00% 2.45 318,490
Roofing 0.00 0 Additional $10,798,920 Amort
Subfloor (0.93) (120,100) Int Rate Aggregate DCR 1.36
Floor Cover 3.08 399,901
Patios $31.31 11,625 2.80 363,910 RECOMMENDED FINANCING STRUCTURE:
Plumbing Fixtures $965 (282) (2.10) (272,130)
Rough-ins $425 126 0.41 53,550 Primary Debt Service $237,202
Built-In Appliances $2,425 126 2.35 305,550 Secondary Debt Service 0
Stairs $1,089 76 0.64 82,764 Additional Debt Service 0
Exterior Stairs $1,800.00 34 0.47 61,200 NET CASH FLOW $82,785
Heating/Cooling 1.90 246,692
Garages/Carports 0.00 0 Primary $2,857,730 Amort 360
Comm &/or Aux Bldgs $64.74 4,300 2.14 278,382 Int Rate 7.39% DCR 1.35
Other: fire sprinkler 0.00 0
SUBTOTAL 78.85 10,237,810 Secondary $0 Amort 0
Current Cost Multiplier 0.98 (1.58) (204,756) Int Rate 0.00% Subtotal DCR 1.35
Local Multiplier 0.89 (8.67) (1,126,159)
TOTAL DIRECT CONSTRUCTION COSTS $68.60 $8,906,895 Additional $10,798,920 Amort 0
Plans, specs, survy, bld prmts 3.90% ($2.68) ($347,369) Int Rate 0.00% Aggregate DCR 1.35
Interim Construction Interest 3.38% (2.32) (300,608)
Contractor's OH & Profit 11.50% (7.89) (1,024,293)
NET DIRECT CONSTRUCTION COSTS $55.72 $7,234,626
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $803,395 $827,497 $852,322 $877,892 $904,228 $1,048,249 $1,215,207 $1,408,758 $1,893,253
Secondary Income 7,560 7,787 8,020 8,261 8,509 9,864 11,435 13,257 17,816
Other Support Income: PHU Operating Su 6,345 6,597 6,817 7,045 7,281 17,422 30,070 45,775 91,521
POTENTIAL GROSS INCOME 817,300 841,881 867,159 893,198 920,018 1,075,535 1,256,713 1,467,790 2,002,590
Vacancy & Collection Loss (57,065) (58,781) (60,546) (62,364) (64,237) (75,095) (87,745) (102,482) (139,823)
Employee or Other Non-Rental Units or C¢ 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $760,236 $783,100 $806,614 $830,834 $855,782 $1,000,440 $1,168,968 $1,365,307 $1,862,767
EXPENSES at 4.00%
General & Administrative $59,200 $61,568 $64,031 $66,592 $69,256 $84,260 $102,515 $124,726 $184,624
Management 38,012 39,155 40,331 41,542 42,789 50,022 58,448 68,265 93,138
Payroll & Payroll Tax 125,238 130,247 135,457 140,875 146,510 178,252 216,871 263,857 390,572
Repairs & Maintenance 73,632 76,577 79,640 82,826 86,139 104,801 127,507 155,131 229,632
Utilities 22,825 23,738 24,688 25,675 26,702 32,487 39,526 48,089 71,184
Water, Sewer & Trash 45,851 47,685 49,592 51,576 53,639 65,260 79,399 96,600 142,992
Insurance 38,951 40,509 42,130 43,815 45,568 55,440 67,451 82,065 121,476
Property Tax 0 0 0 0 0 0 0 0 0
Reserve for Replacements 31,500 32,760 34,070 35,433 36,851 44,834 54,548 66,366 98,238
Other 5,040 5,242 5,451 5,669 5,896 7,173 8,728 10,619 15,718
TOTAL EXPENSES $440,249 $457,481 $475,390 $494,003 $513,349 $622,530 $754,992 $915,718 $1,347,575
NET OPERATING INCOME $319,987 $325,619 $331,224 $336,830 $342,433 $377,909 $413,975 $449,590 $515,193
DEBT SERVICE
First Lien Financing $237,202 $237,202 $237,202 $237,202 $237,202 $237,202 $237,202 $237,202 $237,202
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $82,785 $88,416 $94,021 $99,628 $105,230 $140,707 $176,773 $212,388 $277,991
DEBT COVERAGE RATIO 1.35 1.37 1.40 1.42 1.44 1.59 1.75 1.90 217
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HTC ALLOCATION ANALYSIS -Covington Townhomes, Texarkana, 9% HTC #07164

TCSheet Version Date 4/11/05tg

Page 1

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $500,000 $310,000
Purchase of buildings
Off-Site Improvements
Sitework $1,133,025 $1,133,025 $1,133,025 $1,133,025
Construction Hard Costs $7,059,590 $7,234,626 $7,059,590 $7,234,626
Contractor Fees $1,140,235 $1,140,235 $1,140,235 $1,140,235
Contingencies $505,000 $418,383 $409,631 $418,383
Eligible Indirect Fees $991,500 $991,500 $991,500 $991,500
Eligible Financing Fees $529,598 $529,598 $529,598 $529,598
All Ineligible Costs $275,538 $275,538
Developer Fees $1,689,537
Developer Fees $1,862,433 $1,717,105 $1,717,105
Development Reserves $150,000 $150,000
TOTAL DEVELOPMENT COSTS $14,146,919 $13,900,009 $12,953,116 $13,164,471
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $12,953,116 $13,164,471
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $16,839,050 $17,113,812
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $16,839,050 $17,113,812
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $1,439,739 $1,463,231
Syndication Proceeds 0.8999 $12,956,353 $13,167,762
Total Tax Credits (Eligible Basis Method) $1,439,739 $1,463,231
Syndication Proceeds $12,956,353 $13,167,762
Requested Tax Creditsl $1,200,000
Syndication Proceeds $10,798,920
Gap of Syndication Proceeds Needed $11,099,189
Total Tax Credits (Gap Method) $1,233,367

07164 Covington Townhomes.xls Print Date7/12/2007 8:22 AM
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Project ID# 07164
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

National Previous Participation Certification Received:

Noncompliance Reported on National Previous Participation Certification:

Total # of Projectsmonitored: 2
Projects zerotonine. 2
grouped
by score

tentonineteen: O
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 5/23/2007

Applicant Evaluation ||

Name: Covington Townhomes

HOME [

City: Texarkana

BOND [ ] HTF [] SECO [ ] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

N/A ' No

[ ] No

L ves

[]Yes

Portfolio Management and Compliance

Projectsin Material Noncompliance

#in noncompliance: 0
Yes [ ] No
Projectsnot reported  Yes [ ]
# monitored with ascore less than thirty: 2 in application No
# not yet monitored or pending review: 1 # of projects not reported 0
Single Audit Portfolio Analysis
Not applicable Not applicable
Review pending [] No unresolved issues L]
No unresolved issues L] Not current on set-ups L]
Issues found regarding late cert [ Not current on draws U]
Issues found regarding late audit [ ] Not current on match [
Unresolved issues found that L]
warrant disqualification
(Comments attached)
Date 5/21/2007
HOME Real Edtate Analysis
(Workout)
Not applicable Not applicable [
Review pending [] Review pending [
No unresolved issues [ No unresolved issues
Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that | Unresolved issues found that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer M. Tynan Reviewer D. Burrell
Date 5 /17/2007 Date 5 /21/2007

Office of Colonia Initiatives Financial Administration

No delinquencies found
Delinquencies found L]

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 5 /18/2007 Date

Reviewer Melissa M. Whitehead
6 /7 /2007




fjf;;, ":‘"I}_ MULTIFAMILY FINANCE DIVISION
= - July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Gates of Dominion North, TDHCA Number 07165
BASIC DEVELOPMENT INFORMATION
Site Address: NW Corner of JFK Blvd. & Lauder Rd. Development #: 07165
City: Houston Region: 6 Population Served: General
County: Harris Zip Code: 77039 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: JFK Lauder Limited
Owner Contact and Phone: Daniel Williams (713) 957-2789
Developer: Dominion CDC
Housing General Contractor: Carleton Construction, Ltd.
Architect: Beeler, Guest, Owens Architects, L.P.
Market Analyst: Integra Realty Resources
Syndicator: Hudson Housing Capital, LLC
Supportive Services: Dominion CDC
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 150
15 0 0 135 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
28 78 44 0 0 Total Development Units: 150
Type of Building: Total Development Cost*: $0
] Duplex [ 4 units or more per building Number of Residential Buildings: 24
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
Townhome | Transitional
*Note:_If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,200,000 $0
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant
Request (pending the Financial Feasibility Analysis).

7/23/2007 01:08 PM




=L MULTIFAMILY FINANCE DIVISION
& July 30, 2007

Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Gates of Dominion North, TDHCA Number 07165

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Gallegos, District 6, O Points: -7 US Representative: Green, District 29, O
TX Representative: Bailey, District 140, O Points: -7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]

O, Nadine Kujawa, Superintendent, Aldine ISD

S, Peter Brown, Houston City Council Member At-Large
Position 1

Individuals and Businesses In Support: 0 In Opposition 1
Quantifiable Community Participation Input:

Aldine Communities Together, Inc., Shirley Reed Letter Score: 0 SorO: O

The area drains poorly, and even moderate rains cause persistent, serious flooding. The development will
increase the amount of pedestrian traffic in an area not designed for pedestrian use. The area lacks sufficient
public transportation.

Community Input Other than Quantifiable Community Participation Input:

General Summary of Comment:

Significant opposition received from elected officials. A letter of opposition was received from a qualified neigborhood
organization. The only letter of support was from an At-Large City Council Member.

CONDITIONS OF COMMITMENT

7/23/2007 01:08 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Gates of Dominion North, TDHCA Number 07165

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:141 [ ] Meeting a Required Set-Aside Credit Amount*: $0
Recommendation: Not Recommended: Does not have a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 01:08 PM




ff'f;‘?" ":‘"I-, MULTIFAMILY FINANCE DIVISION
i b ": July 30, 2007
Tl Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Jeremiah Seniors, TDHCA Number 07166
BASIC DEVELOPMENT INFORMATION
Site Address: 909 W. Hurst Blvd. Development #: 07166
City: Hurst Region: 3 Population Served: Elderly
County: Tarrant Zip Code: 76053 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Hurst-Jeremiah 29:11, L.P.
Owner Contact and Phone: Tim Valentine (888) 354-4631
Developer: Rumsey Development, LLC
Housing General Contractor: Carleton Construction, Ltd
Architect: Beeler, Guest, Owens Architects, L.P.
Market Analyst: Integra Realty Resources
Syndicator: Red Capital Group, Inc.
Supportive Services: Jeremiah 29:11, Inc.
Consultant: N/A
UNIT/BUILDING INFORMATION
Unit Breakdown: 30% 40% 50% 60% Total Restricted Units: 135
14 0 0 121 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 81 54 0 0 0 Total Development Units: 135
Type of Building: Total Development Cost*: $12,668,448
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,061,170 $989,447
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).

7/23/2007 01:10 PM




- il MULTIFAMILY FINANCE DIVISION
- July 30, 2007

Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Jeremiah Seniors, TDHCA Number 07166

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Nelson, District 12, S Points: 7 US Representative: Burgess, District 26, NC
TX Representative: Smith, District 92, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]
Individuals and Businesses In Support: 5 In Opposition 0

Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 7

United Way of Tarrant County SorO: S
North Pointe Baptist Church SorO: S
Rotary Club of Hurst Euless Bedford SorO: S
Mid-Cities Care Corps SorO: S

General Summary of Comment:
Support received from elected officials and civic organizations.
CONDITIONS OF COMMITMENT

Receipt, review, and acceptance of documentation verifying no buildings and/or improvements to include drives will be located in the 100-year
floodplain or a flood hazard mitigation plan to include, at a minimum, consideration and documentation of flood plain reclamation sitework costs,
building flood insurance and tenant flood insurance costs prior to the initial closing on the property.

Receipt, review, and acceptance by cost certification of evidence that all Phase | ESA recommendations have been carried out including, but not
limited to an Environmental Site Investigation of onsite soil and groundwater, proper closing and abandonment of the septic tank, proper plugging
of the water well, and an onsite rare species and potential jurisdictional waters of the U.S. and wetlands survey.

Should the terms and rates of the proposed debt or syndication change, the transaction should be reevaluated and an adjustment to the credit
allocation amount may be warranted.

Receipt of a commitment of funding from Tarrant County Community Development and Housing in the amount of $750,000, or a commitment from
a qualifying substitute source in an amount not less than $704,112, as required by §49.9(i)(5) of the 2007 QAP. The Local Political Subdivision
must attest to the fact that any funds committed were not first provided to the Local Political Subdivision by the Applicant, the Developer,
Consultant, Related Party or any individual or entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political
Subdivision or subsidiary. If the terms or amount of funding are different than those of the source for which points were awarded, the Application
may be reevaluated for financial feasibility.

Receipt of a commitment of funding for Tarrant County HOME Funds in the amount of $750,000, or a commitment from a qualifying substitute
source(s) in an amount not less than $281,645, as required by 849.9(i)(25) of the 2007 QAP. The provider of funds must attest to the fact that they
are not the Applicant, the Developer, Consultant, Related Party or any individual or entity acting on behalf of the proposed Application and attest
that none of the funds committed were first provided to the entity by the Applicant, the Developer, Consultant, Related Party or any individual or
entity acting on behalf of the proposed Application, unless the Applicant itself is a Local Political Subdivision. If the terms or amount of funding are
different than those of the source for which points were awarded, the Application may be reevaluated for financial feasibility.

7/23/2007 01:10 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Jeremiah Seniors, TDHCA Number 07166

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score:193 [ ] Meeting a Required Set-Aside Credit Amount*: $989,447
Recommendation: Has a competitive score within its allocation type and region.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 01:10 PM




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

REPORT DATE: 06/22/07 PROGRAM: 9% HTC FILE NUMBER: 07166

DEVELOPMENT

Jeremiah Seniors

Location: 909 W Hurst Blvd Region: 3

City: Hurst County: Tarrant Zip: 76053 |:| QCT |:| DDA

Key Attributes: Multifamily, Elderly, New Construction, Urban/Exurban

ALLOCATION
REQUEST RECOMMENDATION
TDHCA Program Amount Interest |Amort/Term Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $1,061,170 $989,447
CONDITIONS

1 Receipt, review, and acceptance of documentation verifying no buildings and/or improvements to
include drives will be located in the 100-year floodplain or a flood hazard mitigation plan to include, at
a minimum, consideration and documentation of flood plain reclamation sitework costs, building flood
insurance and tenant flood insurance costs prior to the initial closing on the property.

2 Receipt, review, and acceptance by cost certification of evidence that all Phase | ESA
recommendations have been carried out including, but not limited to an Environmental Site
Investigation of onsite soil and groundwater, proper closing and abandonment of the septic tank,
proper plugging of the water well, and an onsite rare species and potential jurisdictional waters of the
U.S. and wetlands survey.

3 Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 14
60% of AMI 60% of AMI 121
PROS CONS
d The subject represents the first elderly tax credit d Multiple Recognized Environmental Concerns
development in the Hurst-Euless-Bedford Market. were identified in the submitted Environmental

Site Assessment.

d Large portions of the property are located in the
100-year floodplain; it appears there is no way
to configure the proposed buildings to avoid
construction in this floodplain. As a result, higher
than average site and direct construction costs
are likely to meet QAP requirements.

1of10
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d

The Underwriter's analysis suggests that the
development must capture over 50% of the
demand in this market which is calculated
primarily from turnover from existing housing.

The anticipated syndication proceeds as a
percentage of total cost (76%) is higher than the
typical percentage (less than 70%) for a 9%
transaction due to the level of low income
targeting.

The Applicant's expense to income ratio
exceeds the Department maximum but the
Underwriter's ratio is somewhat less than the
maximum guideline and therefore considered
to be acceptable.

PREVIOUS UNDERWRITING REPORTS

None
DEVELOPMENT TEAM
OWNERSHIP STRUCTURE
Hurst-Jeremiah 29:11, L.P.
|
1
Jeremiah 29:11, Inc. Red Capital
General Partner ( 1%6) Limited Partner (99%:)
Tax Credit Svndicator
r~ . . ) ™
Tim Valentine
Board Member
L v
il . ™
Brian Lockhart
Board Member
o -
i Chris Damico A
Board Member
L A
CONTACT
Contact: Tim Valentine Phone: (888) 354-4631 Fax: (512) 334-6936
Email: tim@timcoonline.com
2 of 10
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KEY PARTICIPANTS

Name Net Assets Liquidity? # of Completed Developments
Jeremiah 29:11, Inc $3,454,909 $3,104,861
Rumsey Development, LLC $71,447 $11,610

Robert Rumsey

CONFIDENTIAL

Brian Rumsey CONFIDENTIAL

Steve Rumsey CONFIDENTIAL

1 Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

d The Applicant, Developer, General Contractor, and supportive services provider are related entities.
These are common relationships for HTC-funded developments.

d The selleris also regarded as a related party to the General Partner. The acquisition price will be based
upon the lesser of the declared price, the appraised value, and the original acquisition and holding
cost. This is discussed at greater length in the construction cost section of this report.

PROPOSED SITE

SITE PLAN

HURET BOULEWVARD (EH 103

3 0f10
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BUILDING CONFIGURATION

Building Type A B Total
Floors/Stories 3 Buildings
Number 1 1 2
BR/BA SF Units Total Units Total SF
1/1 654 18 12 30 19,620
1/1 709 18 15 33 23,397
1/1 800 12 6 18 14,400
2/2 1,002 12 12 24 24,048
2/2 1,032 18 12 30 30,960
Units per Building 78 57 135 112,425
SITE ISSUES
Total Size: 15.99 acres Scattered site?
Flood Zone: AE & X Within 100-yr floodplain?
Zoning: TX10 Multi-Use Needs to be re-zoned? |:| N/A
Comments:

According to the ESA provider, a portion of the Subject Property is located within the 100-year flood
zone. This is discussed in more detail in the "Highlights of Environmental Reports" section (below).

Receipt, review, and acceptance of documentation verifying no buildings and/or improvements to
include drives will be located in the 100-year floodplain or a flood hazard mitigation plan to include, at
a minimum, consideration and documentation of flood plain reclamation sitework costs, building flood
insurance and tenant flood insurance costs prior to the initial closing on the property is a condition of
this report.

TDHCA SITE INSPECTION

Inspector: Manufactured Housing Staff Date:  5/10/2007
Overall Assessment:

|:| Excellent |:| Acceptable Questionable |:| Poor |:| Unacceptable

Surrounding Uses:

North:  State Highway 10 (Hurst Blvd), vacant/undeveloped land and residential and commercial uses.
South:  Trinity Railway Express and residential and commercial uses

East: Precinct Line, vacant/undeveloped land, and industrial uses

West: Vacant/undeveloped land and commercial uses

Comments:

Inspector: property directly to east has water utility equipment for the City of Hurst; high voltage towers
are visible from site; concrete and lime plants and recycling facility located within one mile; proposed
site would sit on Highway 10 and Precinct Line, both very busy and heavily traveled roads.

This section intentionally left blank.
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HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider:  Alpha Testing, Inc. Date:  3/15/2007

Recognized Environmental Concerns (RECs) and Other Concerns:
d "A current gasoline station facility (Penny Saver/Citgo) appears to have been located on a northeast

near vicinity property since at least 1963 (44 years). The facility is located approximately 600 feet
northeast and topographically upgradient to the Site. The facility was formerly occupied by Sunny Mart
Foods from at least 1985 through 1990, Jack’s Fina Service in at least 1978, M&M Oil Co. Fina Station in at
least 1972, Hurst Shell Service gasoline station in at least 1966 and Bogard Shell Service gasoline station in
at least 1963. Based on distance, the apparent topographic gradient relative to the Site, Site geology
(Alluvium and Quaternary deposits), and the age and use of the facility, the current Penny Saver/Citgo
gasoline station facility is considered to present a REC for the Site." (p.18)

"A current dry cleaner facility (Daisy Patch Cleaners and Laundry) appears to have been located on a
northeast near vicinity property since at least 1985 (22 years). The facility is located approximately 700
feet northeast and topographically upgradient to the Site. The Daisy Patch Cleaners and Laundry
facility conducts dry cleaning operations onsite. Based on distance, the apparent topographic gradient
relative to the Site, Site geology (Alluvium and Quaternary deposits), and the age and use of the facility,
the dry cleaner facility is considered to present a REC for the Site." (p.18)

"Based on a review of the Federal Emergency Management Agency’s (FEMA) Flood Insurance Rate
Map (FIRM) Number 48439C0312 J, Panels 312 of 595, revised August 23, 2000, the majority of the Site
appears to be located within Zone AE, which is within a 100 year floodplain zone and for which base
flood elevations have been determined. A portion of the Site located on the eastern side of the Site is
located in Zone X (shaded), which is within a 100year floodplain zone with an average depth of less
than 1 foot or with drainage areas less than 1 square mile. A portion of the Site located within Zone X
(shaded) is located in Zone X, which is outside the 500 year floodplain zone." (p.31)

Comments:

"This assessment has revealed evidence of recognized environmental conditions (RECs) in connection
with the Site. The presence of a former large gravel mining operation located on the south adjoining
property, an underground high-pressure petroleum pipeline located in close proximity to the southern
boundary of the Site, and a current automotive repair/former gasoline station/LUST facility, a current dry
cleaner facility and a current gasoline station facility located in close proximity and topographically
upgradient to the Site constitute RECs.

ALPHA recommends an Environmental Site Investigation (ESI) be performed to evaluate the presence of
petroleum hydrocarbons, volatile organic compounds (VOCSs), semi volatile organic compounds
(SVOCs) and RCRA metals in the onsite soil and groundwater as a result of potential release from the
offsite former large gravel mining operation, underground petroleum product pipeline, current
automotive/former gasoline station/LUST facility, current dry cleaner facility and current gasoline station
facility located in close vicinity and topographically upgradient to the Site.

If a septic tank system is identified onsite and is not intended for future use, ALPHA recommends the
septic tank system be closed and abandoned in accordance with local, state and federal regulations.

If a water well is identified onsite and is not intended for future use, ALPHA recommends the water well
be plugged and abandoned in accordance with 30 TAC Chapter 338.

In order to further evaluate the presence or absence of the identified State listed rare species located
on the Site, an onsite rare species survey would be required.

In order to further evaluate the presence or absence of the identified potential jurisdictional waters of

the U.S. and wetlands as defined and regulated by federal authority under 33 CFR Parts 320330, an
onsite potential jurisdictional waters of the U.S. and wetlands survey would be required." (p.34)
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Receipt, review, and acceptance by cost certification of evidence that all Phase | ESA
recommendations have been carried out including, but not limited to an Environmental Site
Investigation of onsite soil and groundwater, proper closing and abandonment of the septic tank,
proper plugging of the water well, and an onsite rare species and potential jurisdictional waters of the
U.S. and wetlands survey is a condition of this report.

MARKET HIGHLIGHTS

Provider:  Integra Realty Date:  2/26/2007

Contact: Jon Cruse Phone: (972) 960-1222 Fax: (972) 960-2922

Number of Revisions: 0 Date of Last Applicant Revision: N/A

Primary Market Area (PMA): 49.85 square miles ~ 4 mile radius
" For this analysis, we concluded the subject's primary market area (PMA) to consist of the cities of Hurst,
Euless and Bedford, i.e. the H-E-B area." (p. 17)

Secondary Market Area (SMA):
The market analyst did not define a secondary market.

07166 Jeremiah Seniors.xls,
printed: 6/24/2007

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name Fle# | o@ [ comp Name e | o@ Comp
Units Units Units  [2s%  Units
Post Oak East 04433 262 Family .
Cobblestone Manor Sr. 05441 220 Outside PMA No secondary market defined
INCOME LIMITS
Tarrant
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $13,300 $15,200 $17,100 $19,000 $20,500 $22,050
60 $26,640 $30,420 $34,260 $38,040 $41,100 $44,100
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type I;i;ﬁ;i; DGerrcT)]v;/:; DSrtnhaer: d D;;t;lll d Subject Units|Comparable| Capture Rate
(PMA)
1 BR/30% Rent Limit 104 9 0 113 8 0 7%
1 BR/60% Rent Limit 309 27 0 336 73 0 22%
2 BR/30% Rent Limit 84 7 0 91 6 0 %
2 BR/60% Rent Limit 259 23 0 282 48 0 17%
OVERALL DEMAND
HoLi:agheotlds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. 62 17,210 672
Underwriter 20% 18,810 | 100 18,810 20% 3,755 20% 750 24% 182
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 60 66
Underwriter 100% 805 20% 161 20% 32 100% 32
6 of 10




INCLUSIVE CAPTURE RATE
Unstabilized | Unstabilized Total .
. ) Inclusive
Subject Units| Comparable|Comparable| Total Supply| Demand Capture Rate
(PMA) (25% SMA) (W/25% of SMA) p
Market Analyst p. 63 135 0 0 135 738 18.29%
Underwriter 135 0 0 135 214 63.01%

The Underwriter was not able to corroborate the Market Analyst's calculations but independently
evaluated demand for the subject and found the inclusive capture rate to be high but still acceptable
at 63%.

Primary Market Occupancy Rates:
"...the simple average occupancy rate for LIHTC properties within the PMA is 95%." (p. 44)

Absorption Projections:
"We forecast a lease up period of 9 months for the subject, equating to an absorption pace of 15 units
per month.” (p. 85)

RENT ANALYSIS (Tenant-Paid Net Rents)

Unit Type (% AMI) Proposed Rent ’\:;(?rﬁnr; Market Rent Und(;(r:\r/]:tlng Sav;agrigtver
1BR 654 SF  30% $264 $264 $725 $264 $461
1BR 654 SF  60% $621 $621 $725 $621 $104
1BR 709 SF  30% $264 $264 $770 $264 $506
1BR 709 SF  60% $621 $621 $770 $621 $149
1BR 800SF 30% $264 $264 $820 $264 $556
1BR 800 SF 60% $621 $621 $820 $621 $199
2 BR 1,002 SF  30% $309 $309 $1,050 $309 $741
2 BR 1,002 SF  60% $738 $738 $1,050 $738 $312
2 BR 1,032 SF 30% $309 $309 $1,075 $309 $766
2BR 1,032SF 60% $738 $738 $1,075 $738 $337

Market Impact:
Per a letter dated June 20, 2007, the Market Analyst indicates, "There are currently six LIHTC properties
located within the subject’s PMA. Occupancy rates for the properties range from 90% to 100%. Of the six
properties, none are restricted to seniors. We found there to be no new projects, other than the subject,
forecast to come online within the PMA during the next 24 months. The subject is the only known “seniors
only” LIHTC project forecast to come online within the PMA. All of the subject’s 135 units are LIHTC units.
Based upon our Market Study, demand for “seniors only” LIHTC units on an annual basis is 738 units. Thus,
we conclude there to be more than sufficient unmet demand to support the development of the
subject without negatively impacting the existing supply.”

Comments:
The Underwriter found the market study provided sufficient information on which to base a funding
recommendation.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant’s projected rents collected per unit were calculated by subtracting tenant-paid utility
allowances as of February 9, 2006, maintained by Tarrant Count, from the 2007 program gross rent limits.
Tenants will be required to pay electric utility costs only. The Applicant’s secondary income and
vacancy and collection loss assumptions are in line with current TDHCA underwriting guidelines and
effective gross income is within 5% of the Underwriter's estimate.
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Expense: Number of Revisions: 3 Date of Last Applicant Revision: 6/7/2007

The Applicant’s total annual operating expense projection at $4,625 per unit is not within 5% of the
Underwriter’s estimate of $4,160, derived from the TDHCA database and third-party data sources. The
Applicant’s revised budget shows several line item figures that deviate significantly when compared to
the Underwriter's estimates, specifically: General & Administrative ($13K lower), Water, Sewer & Trash
($18K lower), and Property Tax ($83K higher). In particular, the Applicant's property tax estimate would
suggest an assessed value of over $50K per unit when the caped value based on the NOI is less than
$30K per unit.

Conclusion:

The Applicant’s net operating income is not within 5% of the Underwriter’s estimates; therefore, the
Underwriter's year one proforma will be used to determine the development's debt capacity. The
proposed permanent financing structure results in an initial year’s debt coverage ratio (DCR) of 1.42,
which exceeds the Department’s maximum DCR guideline of 1.35.

Therefore, the recommended financing structure reflects a increase in the permanent mortgage based
on the interest rate and amortization period indicated in the permanent financing documentation
submitted at application. This is discussed in more detail in the conclusion to the “Financing Structure
Analysis” section (below).

Feasibility:

The Applicant's operating proforma estimates and initial expense to income ratio exceeds the
departments 65% maximum and no mitigating circumstances exist in the application to support such a
high figure. Asindicated above, the Applicant's operating expenses (particularly property taxes) are
significantly overstated which allow the projected debt coverage ratio to appear to be below 1.35 and
therefore does not require additional debt. The Underwriter's analysis however, reflects a lower expense
estimate and an expense to income ratio below 65%; therefore the development can be characterized
as feasible under this criteria.

The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Underwriter’s base year effective gross income, expense and net operating income and revised annual
debt service were utilized resulting in a debt coverage ratio that remains above 1.15 and continued
positive cashflow.

ACQUISITION INFORMATION

APPRAISED VALUE
Provider:  Integra Realty Date:  2/26/2007
Number of Revisions: 0 Date of Last Applicant Revision: N/A
Land Only: 16 acres $1,000,000 As of: 1/24/2007
Existing Buildings: (as-is) N/A As of: 1/24/2007
Total Development: (as-is) $1,000,000 As of: 1/24/2007
ASSESSED VALUE
Land Only: 15.981 acres $34,807 Tax Year: 2006
Existing Buildings: $0 Valuation by: Tarrant CAD
Total Assessed Value: $34,807 Tax Rate: 2.761867
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EVIDENCE of PROPERTY CONTROL

Type: Contract of Sale Acreage: 15.99
Contract Expiration: 10/31/2007 Valid Through Board Date? Yes |:| No
Acquisition Cost: $800,000 Other:

Seller:  Jeremiah 29:11 Related to Development Team? Yes |:| No

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 4 Date of Last Applicant Revision: 6/11/2007

Acquisition Value:
The current owner, Jeremiah 29:11 is the General Partner; therefore, the transaction represents an
identity of interest. The proposed acquisition price presented in the application materials for the subject
15.99-acres between Jeremiah 29:11 and the Applicant is set at $800,000.

The current owner, Jeremiah 29:11 was granted title of the ownership of the land via a gift deed valued
at $1.2M. The Applicant submitted evidence of holding costs totaling $56,418 for property tax costs for
2000 through 2003 and a floodplain study. Since there is no value attributed to the original acquisition,
the improvement costs at $56,418 is the acquisition cost included in this underwriting analysis so as to
not unnecessarily inflate the total development cost and the tax credit allocation. This restriction on
identity of interest acquisitions is required under 10 TAC 81.32(e)(1)(B).

It should be noted, The Applicant also submitted documentation of two loans from Liberty Bank as
evidence of additional holding costs. However, it appears that the subject property was utilized as
collateral and interest on the loans would only be allowable as evidence of holding costs if the
proceeds of the loan were used to improve the site. In this case, and from the evidence submitted, it
does not appear that the proceeds of the loan were used to improve the site; therefore, the interest for
the two Liberty Bank loans was not considered in the acquisition cost included in this underwriting
analysis.

Sitework Cost:

The Applicant’s claimed sitework costs of $8,950 per unit are within current Department guidelines.
Therefore, further third party substantiation is not required.

Direct Construction Cost:

The Applicant’s direct construction cost estimate is $479K or 8% higher than the Underwriter’s Marshall &
Swift Residential Cost Handbook-derived estimate.

Interim Interest Expense:
The Underwriter reduced the Applicant’s eligible interim financing fees by $59,390 to bring the eligible
interest expense down to one year of fully drawn interest expense. This results in an equivalent
reduction to the Applicant’s eligible basis estimate.

Contingency & Fees:
The Applicant’s contractor’s fees for general requirements, general and administrative expenses, and
profit are within the maximums allowed by TDHCA guidelines; however, the Applicant’s developer fee
exceeds 15% of the Applicant’s adjusted eligible basis by $21,847 and, therefore, the eligible portion of
the Applicant’s developer fee must be reduced by the same amount.

This section intentionally left blank.
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Conclusion:
The Applicant’s total development cost is not within 5% of the Underwriter’s estimate; therefore, the
Underwriter’s cost schedule will be used to determine the development’s need for permanent funds
and to calculate eligible basis. An eligible basis of $12,111,508 supports annual tax credits of $1,035,534.
This figure will be compared to the Applicant’s request and the tax credits calculated based on the gap
in need for permanent funds to determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 1 Date of Last Applicant Revision: WL
Source: Tarrant County HOME Funds Type: Interim Financing

Principal: $750,000 Interest Rate: AFR Fixed Amort: months
Source: Red Capital Group (Fannie Mae) Type: Interim to Permanent Financing
Interim: $6,567,275 Interest Rate: 7.82% . Fixed Term: 24 months
Permanent: $3,454,999 Interest Rate: 6.78% Fixed Amort: 360 months
Comments:

$250 per unit per year replacement reserve requirement; 1.20 minimum debt coverage ratio

Source: Red Capital Group Type: Syndication
Proceeds: $9,655,690 Syndication Rate: 91% Anticipated HTC: $ 1,061,171
Comments:

The syndication price is at the low end of current market prices and any increase in rate could reduce
the final allocation of credits since there is little to no deferred developer fee to absorb excess
syndication proceeds.

Amount: $971,537 Type: Deferred Developer Fees

CONCLUSIONS

Recommended Financing Structure:

As stated above, the proforma analysis results in a debt coverage ratio above the Department’s
maximum guideline of 1.35. The underwriting analysis assumes an increase in the permanent loan
amount to $3,655,380 based on the terms reflected in the application materials. As a result the
development’s gap in financing will decrease.

The Underwriter’s total development cost estimate less the adjusted permanent loan of $3,655,380
indicates the need for $9,003,068 in gap funds. Based on the submitted syndication terms, a tax credit
allocation of $989,447 annually would be required to fill this gap in financing. Of the three possible tax
credit allocations, Applicant’s request ($1,061,170), the gap-driven amount ($989,447) and eligible basis-
derived estimate ($1,035,534), the gap-driven amount of $989,447 is recommended.

The Underwriter’s recommended financing structure indicates no need for deferred developer fees.

Underwriter: Date: June 22, 2007
Diamond Unique Thompson

Reviewing Underwriter: Date: June 22, 2007
Lisa Vecchietti

Director of Real Estate Analysis: Date: June 22, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS
Jeremiah Seniors, Hurst, 9% HTC #07166

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 30% 3 1 1 654 $356 $264 $792 $0.40 $92.00 $51.00
TC 60% 27 1 1 654 $713 621 16,767 0.95 92.00 51.00
TC 30% 3 1 1 709 $356 264 792 0.37 92.00 51.00
TC 60% 30 1 1 709 $713 621 18,630 0.88 92.00 51.00
TC 30% 2 1 1 800 $356 264 528 0.33 92.00 51.00
TC 60% 16 1 1 800 $713 621 9,936 0.78 92.00 51.00
TC 30% 2 2 2 1,002 $427 309 618 0.31 118.00 63.00
TC 60% 22 2 2 1,002 $856 738 16,236 0.74 118.00 63.00
TC 30% 4 2 2 1,032 $427 309 1,236 0.30 118.00 63.00
TC 60% 26 2 2 1,032 $856 738 19,188 0.72 118.00 63.00
TOTAL: 135 AVERAGE: 833 $628 $84,723 $0.75 $102.40 $55.80

INCOME Total Net Rentable Sq Ft: 112,425 TDHCA APPLICANT COUNTY IREMREGION ~ COMPT. REGION
POTENTIAL GROSS RENT $1,016,676 $1,016,676 Tarrant 3
Secondary Income Per Unit Per Month: $5.00 8,100 8,100 $5.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $1,024,776 $1,024,776
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (76,858) (76,860) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $947,918 $947,916
EXPENSES % OF EGI PER UNIT PER SQ FT PER SO FT PER UNIT % OF EGI

General & Administrative 5.33% $374 0.45 $50,555 $37,352 $0.33 $277 3.94%

Management 5.00% 351 0.42 47,396 47,396 0.42 351 5.00%

Payroll & Payroll Tax 13.61% 956 1.15 129,029 140,000 1.25 1,037 14.77%

Repairs & Maintenance 6.95% 488 0.59 65,875 70,000 0.62 519 7.38%

Utilities 3.73% 262 0.31 35,336 27,956 0.25 207 2.95%

Water, Sewer, & Trash 5.26% 369 0.44 49,820 31,910 0.28 236 3.37%

Property Insurance 3.43% 241 0.29 32,558 36,200 0.32 268 3.82%

Property Tax 2.761867 11.80% 829 0.99 111,856 194,466 1.73 1,440 20.52%

Reserve for Replacements 3.56% 250 0.30 33,750 33,750 0.30 250 3.56%

TDHCA Compliance Fees 0.57% 40 0.05 5,400 5,400 0.05 40 0.57%

Other: 0.00% 0 0.00 0 0 0.00 0 0.00%

TOTAL EXPENSES 59.24% $4,160 $5.00 $561,574 $624,430 $5.55 $4,625 65.87%
NET OPERATING INC 40.76% $2,862 $3.44 $386,344 $323,486 $2.88 $2,396 34.13%
DEBT SERVICE
First Lien Mortgage 28.46% $1,998 $2.40 $269,736 $269,490 $2.40 $1,996 28.43%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 12.30% $864 $1.04 $116,608 $53,996 $0.48 $400 5.70%
AGGREGATE DEBT COVERAGE RATIO 1.43 1.20
RECOMMENDED DEBT COVERAGE RATIO 1.35
CONSTRUCTION COST

Description Factor % of TOTAL PER UNIT PERSQFT TDHCA APPLICANT PERSQFT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 0.45% $418 $0.50 $56,418 $800,000 $7.12 $5,926 5.68%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 9.54% 8,950 10.75 1,208,250 1,208,250 10.75 8,950 8.58%
Direct Construction 50.33% 47,228 56.71 6,375,729 6,854,799 60.97 50,776 48.68%
Contingency 5.00% 2.99% 2,809 3.37 379,199 400,000 3.56 2,963 2.84%
Contractor's Fees 14.00% 8.38% 7,865 9.44 1,061,757 1,125,668 10.01 8,338 7.99%
Indirect Construction 5.85% 5,493 6.60 741,500 741,500 6.60 5,493 5.27%
Ineligible Costs 2.37% 2,226 2.67 300,522 300,522 2.67 2,226 2.13%
Developer's Fees 15.00% 12.47% 11,702 14.05 1,579,762 1,686,176 15.00 12,490 11.97%
Interim Financing 6.04% 5,669 6.81 765,311 765,311 6.81 5,669 5.43%
Reserves 1.58% 1,481 1.78 200,000 200,000 1.78 1,481 1.42%
TOTAL COST 100.00% $93,840 $112.68 $12,668,448 $14,082,226 $125.26 $104,313 100.00%
Construction Cost Recap 71.24% $66,851 $80.28 $9,024,936 $9,588,717 $85.29 $71,028 68.09%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage 27.27% $25,593 $30.73 $3,454,999 $3,454,999 $3,665,380 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $1,664,329
HTC Syndication Proceeds 76.22% $71,524 $85.89 9,655,690 9,655,690 9,003,068 % of Dev. Fee Deferred
Deferred Developer Fees 7.67% $7,197 $8.64 971,537 971,537 0 0%
Additional (Excess) Funds Req'd -11.16% ($10,472) ($12.58) (1,413,778) 0 0 15-Yr Cumulative Cash Flow
TOTAL SOURCES $12,668,448 $14,082,226 $12,668,448 $2,128,741
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Jeremiah Seniors, Hurst, 9% HTC #07166

DIRECT CONSTRUCTION COST ESTIMATE
Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Multiple Residence Basis

CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $3,454,999 Amort 360
Base Cost [ $55.87 $6,280,962 Int Rate 6.78% DCR 1.43
Adjustments
Exterior Wall Finish 2.40% $1.34 $150,743 Secondary $0 Amort
Elderly 3.00% 1.68 188,429 Int Rate Subtotal DCR 1.43
9-Ft. Ceilings 3.30% 1.84 207,272
Roofing 0.00 0 Additional Amort
Subfloor (0.82) (92,563) Int Rate Aggregate DCR 1.43
Floor Cover 2.43 273,193
Breezeways/Balconies $22.27 25,960 5.14 578,135 RECOMMENDED FINANCING STRUCTURE:
Plumbing Fixtures $805 162 1.16 130,410
Rough-ins $400 270 0.96 108,000 Primary Debt Service $286,161
Built-In Appliances $1,850 135 2.22 249,750 Secondary Debt Service 0
Exterior Stairs $1,800 16 0.26 28,800 Additional Debt Service 0
Enclosed Corridors $45.95 0.00 0 NET CASH FLOW $100,184
Heating/Cooling 1.90 213,608
Elevators $52,750.00 2 0.94 105,500 Primary $3,665,380 Amort 360
Comm &/or Aux Bldgs $64.74 4,300 2.48 278,382 Int Rate 6.78% DCR 1.35
Other: fire sprinkler $1.95 112,425 1.95 219,229
SUBTOTAL 79.34 8,919,849 Secondary $0 Amort 0
Current Cost Multiplier 0.98 (1.59) (178,397) Int Rate 0.00% Subtotal DCR 1.35
Local Multiplier 0.90 (7.93) (891,985)
[TOTAL DIRECT CONSTRUCTION COSTS $69.82 $7,849,467 Additional $0 Amort 0
Plans, specs, survy, bld pr 3.90% ($2.72) ($306,129) Int Rate 0.00% Aggregate DCR 1.35
Interim Construction Interes|  3.38% (2.36) (264,920)
Contractor's OH & Profit 11.50% (8.03) (902,689),
NET DIRECT CONSTRUCTION COSTS $56.71 $6,375,729

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE

INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $1,016,676  $1,047,176 $1,078,592 $1,110,949 $1,144,278 $1,326,532 $1,537,814 $1,782,748 $2,395,864
Secondary Income 8,100 8,343 8,593 8,851 9,117 10,569 12,252 14,203 19,088
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 1,024,776 1,055,519 1,087,185 1,119,800 1,153,394 1,337,100 1,550,066 1,796,951 2,414,952
Vacancy & Collection Loss (76,858) (79,164) (81,539) (83,985) (86,505) (100,283) (116,255) (134,771) (181,121)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $947,918 $976,355 $1,005,646 $1,035,815 $1,066,890 $1,236,818 $1,433,811 $1,662,180 $2,233,830
EXPENSES at 4.00%
General & Administrative $50,555 $52,577 $54,680 $56,867 $59,142 $71,955 $87,544 $106,511 $157,663
Management 47,396 48,818 50,282 51,791 53,344 61,841 71,691 83,109 111,692
Payroll & Payroll Tax 129,029 134,190 139,558 145,140 150,946 183,648 223,436 271,844 402,396
Repairs & Maintenance 65,875 68,510 71,250 74,100 77,064 93,760 114,074 138,788 205,440
Utilities 35,336 36,749 38,219 39,748 41,338 50,293 61,190 74,447 110,199
Water, Sewer & Trash 49,820 51,813 53,886 56,041 58,283 70,910 86,273 104,964 155,372
Insurance 32,558 33,860 35,215 36,623 38,088 46,340 56,380 68,595 101,537
Property Tax 111,856 116,330 120,983 125,822 130,855 159,205 193,698 235,663 348,839
Reserve for Replacements 33,750 35,100 36,504 37,964 39,483 48,037 58,444 71,106 105,254
Other 5,400 5,616 5,841 6,074 6,317 7,686 9,351 11,377 16,841
TOTAL EXPENSES $561,574 $583,563 $606,417 $630,171 $654,860 $793,676 $962,080 $1,166,404 $1,715,233
NET OPERATING INCOME $386,344 $392,793 $399,229 $405,645 $412,030 $443,142 $471,731 $495,776 $518,598

DEBT SERVICE

First Lien Financing $286,161 $286,161 $286,161 $286,161 $286,161 $286,161 $286,161 $286,161 $286,161
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $100,184 $106,632 $113,068 $119,484 $125,869 $156,981 $185,570 $209,615 $232,437
DEBT COVERAGE RATIO 1.35 1.37 1.40 1.42 1.44 155 1.65 1.73 181
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HTC ALLOCATION ANALYSIS -Jeremiah Seniors, Hurst, 9% HTC #07166

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $800,000 $56,418
Purchase of buildings
Off-Site Improvements
Sitework $1,208,250 $1,208,250 $1,208,250 $1,208,250
Construction Hard Costs $6,854,799 $6,375,729 $6,854,799 $6,375,729
Contractor Fees $1,125,668 $1,061,757 $1,125,668 $1,061,757
Contingencies $400,000 $379,199 $400,000 $379,199
Eligible Indirect Fees $741,500 $741,500 $741,500 $741,500
Eligible Financing Fees $765,311 $765,311 $765,311 $765,311
All Ineligible Costs $300,522 $300,522
Developer Fees $1,664,329
Developer Fees $1,686,176 $1,579,762 | $1,579,762
Development Reserves $200,000 $200,000
TOTAL DEVELOPMENT COSTS $14,082,226 $12,668,448 $12,759,857 $12,111,508
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $12,759,857 $12,111,508
High Cost Area Adjustment 100% 100%
TOTAL ADJUSTED BASIS $12,759,857 $12,111,508
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $12,759,857 $12,111,508
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $1,090,968 $1,035,534
Syndication Proceeds 0.9099 $9,926,814 $9,422,416
Total Tax Credits (Eligible Basis Method) $1,090,968 $1,035,534
Syndication Proceeds $9,926,814 $9,422,416
Requested Tax Credits $1,061,170
Syndication Proceeds $9,655,681
Gap of Syndication Proceeds Needed $9,003,068
Total Tax Credits (Gap Method) $989,447 I

TCSheet Version Date 4/11/05tg
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Project ID# 07166
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

National Previous Participation Certification Received:

Noncompliance Reported on National Previous Participation Certification:

Total # of Projects monitored: 1
Projects zerotonine: 1
grouped
by score

tentonineteen: O
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 5/23/2007

Applicant Evaluation ||

Name: Jeremiah Seniors

HOME [

City: Hurst

BOND [ ] HTF [] SECO [ ] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

N/A ' No

[ ] No

L ves

[]Yes

Portfolio Management and Compliance

Projectsin Material Noncompliance

#in noncompliance: 0
Yes [ ] No
Projectsnot reported  Yes [ ]
# monitored with ascore lessthan thirty: 1 in application No
# not yet monitored or pending review: 1 # of projects not reported 0
Single Audit Portfolio Analysis
Not applicable Not applicable
Review pending [] No unresolved issues L]
No unresolved issues L] Not current on set-ups L]
Issues found regarding late cert [ Not current on draws U]
Issues found regarding late audit [ ] Not current on match [
Unresolved issues found that U]
warrant disqualification
(Comments attached)
Date 5/21/2007
HOME Real Edtate Analysis
(Workout)
Not applicable Not applicable [
Review pending [ Review pending [
No unresolved issues [ No unresolved issues
Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that Unresolved issuesfound that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer M. Tynan Reviewer D. Burrell
Date 5 /17/2007 Date 5 /21/2007

Office of Colonia Initiatives Financial Administration

No delinquencies found
Delinquencies found L]

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 5 /18/2007 Date

Reviewer Melissa M. Whitehead
5/21/2007




fff;;, ﬁﬁﬂ.}_ MULTIFAMILY FINANCE DIVISION
= - July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Meadowlake Village Apartments, TDHCA Number 07167
BASIC DEVELOPMENT INFORMATION
Site Address: 209 Grand Ave. Development #: 07167
City: Mabank Region: 3 Population Served: General
County: Kaufman Zip Code: 75147 Allocation: Rural
HTC Set Asides: ™ At-Risk [ Nonprofit ™ USDA L) Rural Rescue  HTC Housing Activity*: RH
HOME Set Asides: L] CHDO [ preservation [ General Acquisition:
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Mabank Residential Apartments, LP
Owner Contact and Phone: Warren Maupin (254) 982-4243
Developer: Warren Maupin Development, Inc.
Housing General Contractor: Warren Maupin Development, Inc.
Architect: James M. Faullk FARA
Market Analyst: N/A
Syndicator: Raymond James Tax Credit Funds, Inc
Supportive Services: N/A
Consultant: Mary Graves
UNIT/BUILDING INFORMATION
Unit Breakdown:  30% 40% 50% 60% Total Restricted Units: 40
0 0 0 40 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 16 24 0 0 0 Total Development Units: 40
Type of Building: Total Development Cost*: $2,960,982
] Duplex 4 units or more per building Number of Residential Buildings: 5
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
| Townhome | Transitional
*Note:_If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $174,797 $174,797
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant
Request (pending the Financial Feasibility Analysis).

7/23/2007 01:12 PM




L MULTIFAMILY FINANCE DIVISION

ot July 30, 2007

3 Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Meadowlake Village Apartments, TDHCA Number 07167

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Deuell, District 2, NC Points: 0 US Representative: Hensarling, District 5, NC
TX Representative: Brown, District 4, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: S, Larry Teague, Mayor Resolution of Support from Local Government

S, Judy Junell, City Council

Individuals and Businesses In Support: 2 In Opposition 0
Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 4
Greater Cedar Creek Lake Area Chamber of Commerce Sor0O: S

The American Legion Cedar Creek Post 310 SorO: S

General Summary of Comment:
Support received from elected officials and civic organizations.

CONDITIONS OF COMMITMENT

Receipt, review and acceptance by 10% Test of a commitment by USDA to approve the transfer of the loan; and should a restructure of the
existing loan take place, an opinion letter from the syndicator's attorney or CPA with regards to continued qualification of the rehabilitation credits
at the 9% level.

Receipt, review, and acceptance by cost certification of documentation from USDA to confirm rent increase to levels as proposed or an alternative
that allows continued financial feasibility.

Should the terms and rates of the proposed debt or syndication change, the transaction should be re-evaluated and an adjustment to the credit
allocation amount may be warranted.

7/23/2007 01:12 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Meadowlake Village Apartments, TDHCA Number 07167

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive Housing Tax Credits: Score: 113 Meeting a Required Set-Aside Credit Amount*: $174,797
Recommendation: Competitive in At-Risk Set-Aside.

HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0

Recommendation:

*Note: If an Underwriting Report has not been completed, the credit amount recommended is the Applicant Request (pending the Financial Feasibility Analysis).

7/23/2007 01:12 PM




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

REPORT DATE: 05/16/07 PROGRAM: 9% HTC FILE NUMBER: 07167

DEVELOPMENT

Meadowlake Village Apartments

Location: 209 Grand Avenue Region: 3

City: Mabank County: Kaufman Zip: 75147 [] oct [] opa

Key Attributes:  Multifamily, Family, Acquisition/Rehabilitation, Rural, At-Risk/Preservation, USDA-RD

ALLOCATION
REQUEST RECOMMENDATION
TDHCA Program Amount Interest [Amort/Tern]  Amount Interest Amort/Tern
Housing Tax Credit (Annual) $174,797 $174,797
CONDITIONS

1 Receipt, review and acceptance by 10% Test of a commitment by USDA to approve the transfer
of the loan; and should a restructure of the existing loan take place, an opinion letter from the
syndicator's attorney or CPA with regards to continued qualification of the rehabilitation credits
at the 9% level.

2 Receipt, review, and acceptance by cost certification of documentation from USDA to confirm

rent increase to levels as proposed or an alternative that allows continued financial feasibility.

3 Should the terms and rates of the proposed debt or syndication change, the transaction should
be re-evaluated and an adjustment to the credit allocation amount may be warranted.

SALIENT ISSUES

TDHCA SET-ASIDES for LURA

Income Limit Rent Limit Number of Units
60% of AMI 60% of AMI 40
PROS CONS
d The proposal provides for the rehabilitation of d The proposed rents are more than the
a 22 year old USDA/rural development. appraiser's market rent and therefore might

not be accepted by USDA.

d The proposed rents are well below the d The development relies upon the project
maximum tax credit rent and could serve based rental assistance to maintain feasibility
families at the 40% of area median income with an expense to income ratio over 65%.
level.

i At the proposed rents, the additional 0 The proposed additional debt at a
proposed debt could be sourced from a conventional interest rate will add a
developer fee note if needed. significant burden to this heavily subsidized

development.

@ The acquisition is an identity of interest

lof8
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PREVIOUS UNDERWRITING REPORTS

None

DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

MABANK RESIDENTIAL APARTMENTS, LP

MABANK RESIDENTIAL AFARTMENTS TERRI L. MATPIMN
GE,LLC LIMITER PARTNER
GEN I:'.H.ALI E":‘.A.I:l.'I.'I"‘ll:ibl'. g

WARREN 1. MAUPIN. JK
VICE PRESIDENT

0%

CONTACT

Contact: Warren Maupin Phone: (254) 982-4243 Fax: (254) 771-3122

Email: twinoaksvilg@earthlink.net

KEY PARTICIPANTS

Name Net Assets Liquidity? # of Complete Developments

Terri & Warren Maupin CONFIDENTIAL 5

Mary Graves CONFIDENTIAL

1 Liquidity = Current Assets - Current Liabilities

IDENTITIES of INTEREST

d The Applicant, Developer, General Contractor, and property manager are related
entities. These are common relationships for HTC-funded developments.

d The selleris also regarded as a related party to the General Partner and therefore no
developer fee for the acquisition is allowed. The acquisition price will be based upon
the lesser of the declared price, the appraised value, and the original acquisition and
holding cost. This is discussed at greater length in the construction cost section of this
report.

20f8
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PROPOSED SITE

SITE PLAN

FARNING MMI

BUILDING CONFIGURATION

Building Type A Total
Floors/Stories 2 Buildings
Number 2 5
BR/BA SF Units Total Units| Total SF
1/1 644 8 16 10304
2/1 877 24 21048
Units per Building 8 40 31352
30of8
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Rehabilitation summary:

The plan calls for converting/upgrading two units for ADA compliance; the
replacement/refurbishment of roofs, windows, doors, exterior siding, stairs, interior flooring,
cabinets, faucets, tub/showers, appliances, HVAC, landscaping, drives and parking, fencing, and
interior and exterior painting. The Applicant provided a Capital Needs Assessment (CNA) as an
acceptable substitute for the required Property Condition Assessment (PCA) and the CNA
confirms these improvements.

SITE ISSUES
Total Size: 5 acres Scattered site? Yes No
Flood Zone: X Within 100-yr floodplain? Yes No
Zoning: MFH - Multifamily Needs to be re-zoned? Yes No |:| N/A

TDHCA SITE INSPECTION

Inspector: ORCA Staff Date: 4/20/2007
Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable
Surrounding Uses:

North: Vacant land and residential uses

South: Vacant land, residential and light industrial uses

East: Vacant land and residential uses

West:  South Grand Avenue and vacant land
Comments:

Staff Inspector: The Apartment complex is well-kept, clean and nicely landscaped. Interiors need
remodeling and the HVAC system is very old.

General: Existing improvements constructed in 1984; a shallow pond with unrestricted access
exists onsite

HIGHLIGHTS of ENVIRONMENTAL REPORTS

A Phase | Environmental Site Assessment report was not included, as USDA-RD-financed projects are
not required to submit this report.

MARKET HIGHLIGHTS

A traditional Market Study report was not included, as existing USDA-RD-financed projects with over
80% occupancy are not required to submit a separate report, but must submit an appraisal. An
appraisal dated March 22, 2007 prepared by Rafael C. Luebbert, MAI, SRA (“Appraiser”) included
the following market highlights:

The Appraiser identified the market area to be the "geographical region enveloped by the
community of Mabank, in Kaufman County, Texas" (p.21); however, none of the comparable
properties used were from within Mabank.

The subject development is currently 90% occupied with a rental subsidy, and it is likely the existing
tenants will choose to remain at the property. A capture rate was not calculated but is of limited
value given the low vacancy at the property and limited anticipated turnover as a result of the
rehabilitation.

4 0of 8
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PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS

PMA SMA
Name Fie# | 0@ | comp Name Flex | °@ comp
Units Units units  |2s6  Units
The Bluestone 07295 76 73 None
INCOME LIMITS
Kaufman
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
60 $27,960 $31,920 $35,940 $39,900 $43,080 $46,260

RENT ANALYSIS (Tenant-Paid Net Rents)

. Current Proposed Underwriting | Increase Over
0,
UnitType (% AMI) Contract Rent | Contract Rent Market Rent Rent Contract
1BR 644 SF (60%) $365 $420 $369 $420 -$55
2 BR 877 SF  (60%) $440 $515 $469 $515 -$75

Comments:

The Underwriter noted the 36 unit Gardens of Mabank approved in 2006 is also located in this
market; however, that transaction targets seniors. The Appraisal fulfills the Department's market
study requirement and allows staff to make a funding recommendation for the Subject
development.

OPERATING PROFORMA ANALYSIS

Income:  Number of Revisions: 1 Date of Last Applicant Revision: 3/28/2007

The Applicant’s rent projections are based on a contract rent increase proposed by the
Applicant under an existing USDA-RD agreement. The terms of the Rental Assistance agreement
includes only 15 units. However, under current USDA-RD guidelines, like units at the development
without rental assistance cannot have rents that exceed the contract rents. The proposed
contract rents are less than current Housing Tax Credit program rent limits but $55 higher and $75
higher than current approved rents for one and two bedroom units, respectively. If the
development were able to achieve the maximum HTC program rents, an additional $122K in
income would be available. Conversely if the proposed rent increases are not approved, a loss
of $32K in income (16%) would result. The underwriting analysis assumes the development will be
restricted to the proposed USDA-RD contract rents, and recommendations of this report are
conditioned upon documentation of USDA’s approval of the proposed increase.

The Applicant has included secondary income in excess of the Department guideline of $15 per
unit per month. However, since operating history of the development appears to justify this
income, the Underwriter made an exception. The Underwriter's secondary income estimate was
adjusted to reflect the actual 2006 figure of $18.63 per unit per month.

Finally, the Applicant's vacancy and collection loss assumptions are in line with current TDHCA
underwriting guidelines, bringing effective gross income within 5% of the Underwriter’s estimate.

Expense: Number of Revisions: 1 Date of Last Applicant Revision: 3/28/2007

50f8
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The Applicant’s total annual operating expense projection at $4,270 per unit is not within 5% of
the Underwriter’s estimate of $3,938, derived from actual operating history of the development,
the TDHCA database and other third party sources. In addition, both the Applicant's and
Underwriter's expense estimates result in an expense to income ratio over 65%. However, this is
acceptable due to the project-based USDA rental subsidy. The Applicant’s budget shows two
line item estimates that deviate when compared to the Underwriter's estimates, specifically:
general and administrative ($1.7K higher) and property tax ($4.3K higher). Also, it should be noted
the Applicant included a statement indicating that USDA/TXRD requires a stated reserve for
replacement of $11,680 ($292/unit). The underwriting minimum for rehabilitation developments is
$300/unit.

Conclusion:

The Applicant’s effective gross income is consistent with the Underwriter’s estimate; however,
annual operating expense and net operating income vary by more than 5% when compared to
the Underwriter's estimates. Therefore, the Underwriter’s proforma is used to determine the
development’s debt capacity.

The proposed permanent financing structure results in an initial year’s debt coverage ratio (DCR)
of 1.30, which is within the Department’s DCR guideline of 1.15 to 1.35.

Feasibility:
The underwriting 30-year proforma utilizes a 3% annual growth factor for income and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Underwriter’s base year effective gross income, expense and net operating income were utilized.
The resulting debt coverage ratio becomes negative after year 20 which typically would be a risk
factor for a development. In this case, the development has project based rental assistance and
is closely monitored for minimal but positive cashflow annually by USDA. Therefore, the
development can be characterized as feasible.

ACQUISITION INFORMATION

APPRAISED VALUE

Provider: Rafael C. Luebbert Date: 3/22/2007
Number of Revisions: 0 Date of Last Applicant Revision:  N/A

Land Only: 5 acres $142,562 As of: 3/22/2007

Existing USDA interest subsidy $753,000 As of: 3/22/2007

Existing Buildings: (as-is) $949,438 As of: 3/22/2007

Total: (as-is with subsidy) $1,845,000

Comments:

The Appraiser concluded an "as is" value without the interest rate subsidy of $1,092,000 and the
existing building value above was imputed from that "as is" amount less the land value. The
appraiser also provided an "as completed" value of $1,198,000 excluding the investment value of
the interest subsidy and proposed tax credits.

ASSESSED VALUE
Land Only: 5 acres $35,000 Tax Year: 2006
Existing Buildings: $315,790 Valuation by: Kaufman CAD
Total Assessed Value: $350,790 Tax Rate: 2.7157

EVIDENCE of PROPERTY CONTROL

Type: Purchase Option Acreage: 5

Contract Expiration: 1/24/2008 Valid Through Board Date? Yes |:| No

Acquisition Cost: balance due on loans Other: currently estimated at $1,126,135

Seller: Mabank 1983, Ltd. Related to Development Team? Yes |:| No
6 of 8
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CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 1 Date of Last Applicant Revision: 3/28/2007

Acquisition Value:
The site control document indicates the development will be purchased at a price equivalent to
the remaining balance of the existing Section 515 Permanent Loan, referenced in a letter dated
February 2, 2006 ($1,126,135 as of April 1, 2006). This is less than the original acquisition/
development cost and less than the "as is" appraised value with the interest rate subsidy.
Therefore, the current acquisition price used in the Underwriting analysis was determined to be
$1,126,135 plus projected closing costs of $5K.
The Applicant’s claimed land value of $30,000, is comparable to the tax assessed value, but is
significantly less than the appraised value of $142,562. The underwriting rules require the
proportionate land and building values from the appraisal also be considered and applied to the
verifiable total acquisition cost to determine the most conservative acquisition eligible basis. In
this case, $979,117 is the proportionate value for the existing buildings.

Sitework Cost:

The Applicant’s sitework cost estimate is $56K or 25% less than the estimate provided in the
Capital Needs Assessment (CNA). The underwriting analysis will reflect the CNA value.

Direct Construction Cost:

The Applicant’s direct construction cost estimate is $42K or 5% less than the estimate provided in
the CNA. The underwriting analysis will reflect the CNA value.

Reserves
The Applicant included $110,000 in reserves which is more than the current balance but less than
the 10% of principal balance typically required for a "same rates and terms transfer" of a USDA
Section 515 loan. Therefore, the Underwriter included the slightly higher amount as a use of funds
and included the updated existing balance as a source of funds.

Conclusion:
The Underwriter’s cost schedule was derived from the CNA and information presented in the
application materials submitted by the Applicant. Any deviations from the Applicant’s estimates
are due to program and underwriting guideline adherence rather than the Underwriter's
calculation of Marshall and Swift derived costs. Therefore, the Underwriter’s development cost
schedule is merely a correction of the Applicant's costs and, as such, will be used to determine
the development’s need for permanent funds and to calculate eligible basis. An eligible basis of
$2,632,107 supports annual tax credits of $178,554. This figure will be compared to the Applicant’s
request and the tax credits calculated based on the gap in need for permanent funds to
determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 1 Date of Last Applicant Revision: 3/28/2007
Source: Raymond James MFI Type: Interim Financing

Principal: $350,000  Interest Rate: 8.75% |:| Fixed

Source: Raymond James MFI Type: Permanent Financing

Principal: $165,000 Interest Rate: 7.50% Fixed Amort: 360  months
Comments:

A letter dated April 27, 2007 from the permanent lender indicates that a parity lien position by
USDA-RD will be acceptable. However, USDA-RD was not able to comment on the agency's lien
position at the time of Underwriting. Should the full rent increase not be approved, this new
additional debt may not be serviceable as proposed.

Source: USDA-RD Type: Permanent Financing

Principal: $1,130,000 Interest Rate: 1.00% Fixed Amort: 480 months

7 of 8
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Comments:

Interest rate: 11.875%, subsidized to 1%, from promissory note dated 4/26/1985; The original
balance was $1,163,000, with a current balance projected by the Applicant of $1,130,000 but
reported to be $1,126,135 by USDA as of 2/28/2007.

The remaining term appears to be 28 years, however, the Applicant plans to request a term
extension to 40 years. Such a request would not be considered a "same rates and terms transfer"
and may jeopardize the ability of the Applicant to claim no new federal subsidy and the
development's eligibility for 9% credits on the rehabilitation portion of the development. Receipt,
review and acceptance by 10% Test of a commitment by USDA to approve the transfer of the
loan; and should a restructure of the existing loan take place, an opinion letter from the
syndicator's attorney or CPA with regards to continued qualification of the rehabilitation credits
at the 9% level is required.

Source: Reserve Account Type: Equity

Balance $87,103 Conditions:

Source: Raymond James Type: Syndication

Proceeds: $1,555,534 Syndication Rate: 89% Anticipated HTC: $ 174,797
Amount: $0 Type: Deferred Developer Fees

CONCLUSIONS

Recommended Financing Structure:

The Underwriter's total development cost estimate less the (adjusted) USDA permanent loan of
$1,126,135, the $165,000 permanent loan from RIMFI, released reserves estimated at $88,786, and
in-kind contributions valued at $10,000 indicates the need for $1,571,062 in gap funds. Based on
the submitted syndication terms, a tax credit allocation of $176,542 annually would be required
to fill this gap in financing. Of the three possible tax credit allocations, Applicant’s request
($174,797), the gap-driven amount ($176,542), and eligible basis-derived estimate ($178,554), the
requested amount of $174,797 is recommended.

The Underwriter’s recommended financing structure indicates the need for $15,528 in deferred
developer fee which is projected to be repaid in less than 2 years.

Return on Equity:

This is a USDA-RD transaction, in which the Applicant is restricted by the loan agreement to a
return of no more than 8% per annum on the borrower’s original investment, with any excess cash
flow going to fund replacement reserves. USDA-RD will manage this return on equity restriction.

Underwriter: Date: 5/16/2007

Diamond Unique Thompson

Reviewing Underwriter: Date: 5/16/2007
Lisa Vecchietti
Director of Real Estate Analysis: Date: 5/16/2007
Tom Gouris
8 of 8
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MULTIFAMILY COMPARATIVE ANALYSIS

Meadowlake Village Apartments, Mabank, 9% HTC #07167

Type of Unit Other Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 60% RD 16 1 1 644 $748 $420 $6,720 $0.65 $80.00 $20.00
TC 60% RD 24 2 1 877 $898 515 12,360 0.59 125.00 32.00
TOTAL: 40 AVERAGE: 784 $477 $19,080 $0.61 $107.00 $27.20

INCOME Total Net Rentable Sq Ft: 31,352 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $228,960 $228,960 Kaufman 3
Secondary Income Per Unit Per Month: $18.63 8,940 9,600 $20.00 Per Unit Per Month
Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $237,900 $238,560
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (17,843) (17,892) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $220,058 $220,668
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI
General & Administrative 3.66% $201 0.26 $8,045 $9,700 $0.31 $243 4.40%
Management 6.65% 366 0.47 14,626 16,964 0.54 424 7.69%
Payroll & Payroll Tax 14.25% 784 1.00 31,366 33,000 1.05 825 14.95%
Repairs & Maintenance 11.60% 638 0.81 25,529 28,700 0.92 718 13.01%
Utilities 6.38% 351 0.45 14,049 14,000 0.45 350 6.34%
Water, Sewer, & Trash 14.61% 804 1.03 32,152 31,500 1.00 788 14.27%
Property Insurance 3.62% 199 0.25 7,974 9,200 0.29 230 4.17%
Property Tax 2.7157 4.34% 239 0.30 9,561 13,840 0.44 346 6.27%
Reserve for Replacements 5.45% 300 0.38 12,000 11,680 0.37 292 5.29%
TDHCA Compliance Fees 0.73% 40 0.05 1,600 1,600 0.05 40 0.73%
Other: insurance/tax consultant 0.27% 15 0.02 600 600 0.02 15 0.27%
TOTAL EXPENSES 71.57% $3,938 $5.02 $157,502 $170,784 $5.45 $4,270 77.39%
NET OPERATING INC 28.43% $1,564 $2.00 $62,555 $49,884 $1.59 $1,247 22.61%
DEBT SERVICE
USDA 15.58% $857 $1.09 $34,287 $29,567 $0.94 $739 13.40%
Raymond James Multifamily Finance 6.29% $346 $0.44 13,844 13,844 $0.44 $346 6.27%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 6.55% $361 $0.46 $14,423 $6,473 $0.21 $162 2.93%
AGGREGATE DEBT COVERAGE RATIO 1.30 1.15
RECOMMENDED DEBT COVERAGE RATIO 1.27
CONSTRUCTION COST
Description Factor % of TOTAL PER UNIT PERSQFT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL

Acquisition Cost (site or bidg) 38.20% $28,278 $36.08 $1,131,135 $1,135,000 $36.20 $28,375 38.50%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 7.59% 5,619 7.17 224,770 168,100 5.36 4,203 5.70%
Direct Construction 30.47% 22,557 28.78 902,268 944,500 30.13 23,613 32.04%
Contingency 2.22% 0.84% 625 0.80 25,000 25,000 0.80 625 0.85%
Contractor's Fees 13.31% 5.07% 3,750 478 150,000 150,000 478 3,750 5.09%
Indirect Construction 4.49% 3,324 4.24 132,950 132,950 4.24 3,324 4.51%
Ineligible Costs 1.08% 800 1.02 31,996 31,996 1.02 800 1.09%
Developer's Fees 8.89% 7.26% 5,375 6.86 215,000 215,000 6.86 5,375 7.29%
Interim Financing 1.19% 881 1.12 35,250 35,250 1.12 881 1.20%
Reserves 3.80% 2,815 3.59 112,613 110,000 3.51 2,750 3.73%
TOTAL COST 100.00% $74,025 $94.44 $2,960,982 $2,947,796 $94.02 $73,695 100.00%
Construction Cost Recap 43.97% $32,551 $41.53 $1,302,038 $1,287,600 $41.07 $32,190 43.68%
SOURCES OF FUNDS RECOMMENDED
USDA 38.03% $28,153 $35.92 $1,126,135 $1,130,000 $1,126,135 Developer Fee Available
Raymond James Multifamily Finance 5.57% $4,125 $5.26 165,000 165,000 165,000 $215,000
HTC Syndication Proceeds 52.53% $38,888 $49.62 1,555,534 1,555,693 1,555,534 % of Dev. Fee Deferred
Reserve Account 3.00% $2,220 $2.83 88,786 87,103 88,786
City of Mabank (In-Kind) 0.34% $250 $0.32 10,000 10,000 10,000
Deferred Developer Fee 0.00% $0 $0.00 0 0 15,528 7%
Additional (Excess) Funds Req'd 0.52% $388 $0.50 15,528 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $2,960,982 $2,947,796 $2,960,982 $221,691
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

Meadowlake Village Apartments, Mabank, 9% HTC #07167

PAYMENT COMPUTATION

Primary $1,130,000 Amort 480

Int Rate 1.00% DCR 1.82
Secondary $165,000 Amort 360

Int Rate 7.50% Subtotal DCR 1.30
Additional Amort

Int Rate Aggregate DCR 1.30

RECOMMENDED FINANCING STRUCTURE:

Primary Debt Service $35,289
Secondary Debt Service 13,844
Additional Debt Service 0
NET CASH FLOW $13,422
Primary $1,163,000 Amort 480
Int Rate 1.00% DCR 1.77
Secondary $165,000 Amort 360
Int Rate 7.50% Subtotal DCR 1.27
Additional $0 Amort 0
Int Rate 0.00% Aggregate DCR 1.27
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $228,960 $235,829 $242,904 $250,191 $257,696 $298,741 $346,323 $401,483 $539,559
Secondary Income 8,940 9,208 9,484 9,769 10,062 11,665 13,523 15,676 21,068
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 237,900 245,037 252,388 259,960 267,759 310,406 359,845 417,159 560,627
Vacancy & Collection Loss (17,843) (18,378) (18,929) (19,497) (20,082) (23,280) (26,988) (31,287) (42,047)
Employee or Other Non-Rental Units or Concess 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $220,058 $226,659 $233,459 $240,463 $247,677 $287,125 $332,857 $385,872 $518,580
EXPENSES at 4.00%
General & Administrative $8,045 $8,367 $8,702 $9,050 $9,412 $11,451 $13,932 $16,951 $25,091
Management 14,626 15,065 15,517 15,983 16,462 19,084 22,124 25,647 34,468
Payroll & Payroll Tax 31,366 32,620 33,925 35,282 36,694 44,643 54,315 66,083 97,819
Repairs & Maintenance 25,529 26,550 27,612 28,717 29,865 36,336 44,208 53,786 79,616
Utilities 14,049 14,611 15,196 15,804 16,436 19,997 24,329 29,600 43,815
Water, Sewer & Trash 32,152 33,438 34,775 36,166 37,613 45,762 55,676 67,739 100,270
Insurance 7,974 8,293 8,625 8,970 9,328 11,349 13,808 16,800 24,868
Property Tax 9,561 9,943 10,341 10,755 11,185 13,608 16,557 20,144 29,817
Reserve for Replacements 12,000 12,480 12,979 13,498 14,038 17,080 20,780 25,282 37,424
Other 2,200 2,288 2,380 2,475 2,574 3,131 3,810 4,635 6,861
TOTAL EXPENSES $157,502 $163,656 $170,052 $176,699 $183,607 $222,441 $269,539 $326,666 $480,049
NET OPERATING INCOME $62,555 $63,003 $63,407 $63,764 $64,070 $64,684 $63,318 $59,206 $38,531
DEBT SERVICE
First Lien Financing $35,289 $35,289 $35,289 $35,289 $35,289 $35,289 $35,289 $35,289 $35,289
Second Lien 13,844 13,844 13,844 13,844 13,844 13,844 13,844 13,844 13,844
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $13,422 $13,870 $14,274 $14,631 $14,937 $15,551 $14,185 $10,073 ($10,602)
DEBT COVERAGE RATIO 1.27 1.28 1.29 1.30 1.30 1.32 1.29 1.21 0.78
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HTC ALLOCATION ANALYSIS -Meadowlake Village Apartments, Mabank, 9% HTC #07167

APPLICANT'S TDHCA APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL ACQUISITION ACQUISITION REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $30,000 $184,266
Purchase of buildings $1,105,000 $946,869 $1,105,000 | $946,869 |
Off-Site Improvements
Sitework $168,100 $224,770 $168,100 $224,770
Construction Hard Costs $944,500 $902,268 $944,500 $902,268
Contractor Fees $150,000 $150,000 $150,000 $150,000
Contingencies $25,000 $25,000 $25,000 $25,000
Eligible Indirect Fees $132,950 $132,950 $132,950 $132,950
Eligible Financing Fees $35,250 $35,250 $35,250 $35,250
All Ineligible Costs $31,996 $31,996
Developer Fees
Developer Fees $215,000 $215,000 | | $215,000 | $215,000
Development Reserves $110,000 $112,613
TOTAL DEVELOPMENT COSTS $2,947,796 $2,960,982 $1,105,000 | $946,869 | $1,670,800 | $1,685,238
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
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $1,105,000 $946,869 $1,670,800 $1,685,238
High Cost Area Adjustment 100% 100%
TOTAL ADJUSTED BASIS $1,105,000 $946,869 $1,670,800 $1,685,238
Applicable Fraction 100% 100% 100% 100%
TOTAL QUALIFIED BASIS $1,105,000 $946,869 $1,670,800 $1,685,238
Applicable Percentage 3.64% 3.64% 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $40,222 $34,466 $142,853 $144,088
Syndication Proceeds 0.8899 $357,939 $306,716 $1,271,265 $1,282,251
Total Tax Credits (Eligible Basis Method) $183,075 $178,554
Syndication Proceeds $1,629,204 $1,588,967
Requested Tax Credits
Syndication Proceeds $1,555,534
Gap of Syndication Proceeds Needed $1,656,661 $1,571,062
Total Tax Credits (Gap Method) $186,161 $176,542
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Project ID# 07167
LIHTC 9%lv/ LIHTC 4%[ ]

L] No Previous Partici pation in Texas

Applicant Evaluation ||

Name: Meadowlake Village Apartments

HOME [ BOND [ ] HTF []

City: Mabank

SECO [] ESGP[_| Other []

(] Members of the development team have been disbarred by HUD

National Previous Participation Certification Received: N/A

Noncompliance Reported on National Previous Participation Certification:

Total # of Projectsmonitored: 4
Projects zerotonine. 4
grouped
by score

tentonineteen: O
twenty to twenty-nine: 0

Portfolio Monitoring

Not applicable

Review pending

No unresolved issues
Unresolved issues found

HINEERNEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewed by Patricia Murphy

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Shannon Roth
Date 5/18/2007

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer EEF

Date 5/23/2007

Portfolio Management and Compliance

Projectsin Material Noncompliance

Yes [ ] No [v]

# monitored with a score less than thirty: 4

# not yet monitored or pending review:

Single Audit
Not applicable
Review pending
No unresolved issues

OO0 K

Issues found regarding late cert
Issues found regarding late audit [ |
[]

Unresolved issues found that
warrant disqualification
(Comments attached)

HOME

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer M. Tynan
Date 5 /17/2007

Office of Colonia Initiatives

Not applicable

Review pending

No unresolved issues
Unresolved issues found

OO0

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer RAUL GONZALES
Date 5 /18/2007

DNo
[ ] No

L ves

[]Yes

# in noncompliance:

Projects not reported  Yes
in application No

# of projects not reported

Portfolio Analysis
Not applicable
No unresolved issues
Not current on set-ups
Not current on draws

OO0 R

Not current on match

Date 5/21/2007

Real Estate Analysis
(Workout)
Not applicable
Review pending
No unresolved issues
Unresolved issues found

ORI O

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer D. Burrell
Date 5/21/2007

Financial Administration

[

No delinquencies found
Delinquencies found

Reviewer Melissa M. Whitehead
Date 5/21/2007




ff'f;‘;," ":‘"I-, MULTIFAMILY FINANCE DIVISION
i b ": July 30, 2007
D el Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary
Costa Madera, TDHCA Number 07169
BASIC DEVELOPMENT INFORMATION
Site Address: Poggenpohl St. & San Ignacio Ave. Development #: 07169
City: Laredo Region: 11 Population Served: General
County: Webb Zip Code: 78040 Allocation: Urban/Exurban
HTC Set Asides: [] At-Risk [ Nonprofit ) USDA L) Rural Rescue  HTC Housing Activity*: NC
HOME Set Asides: L] CHDO [ preservation [ General Acquisition: []
*HTC Housing Activity: Rehabilitation=RH, Reconstruction=RC, New Construction=NC
OWNER AND DEVELOPMENT TEAM
Owner: Costa Madera Ltd.
Owner Contact and Phone: Abraham Rodriguez (956) 722-4521
Developer: Redevelopment Assetworks Corporation
Housing General Contractor: NRP Contractors, LLC
Architect: Alamo Architects
Market Analyst: Apartment Market Data Research Services, LLC
Syndicator: MMA Financial, LLC
Supportive Services: Community Housing Resource Partners
Consultant: NRP Holdings, LLC
UNIT/BUILDING INFORMATION
Unit Breakdown: 30% 40% 50% 60% Total Restricted Units: 140
14 0 14 112 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR 5BR Owner/Employee Units: 0
0 12 64 56 8 0 Total Development Units: 140
Type of Building: Total Development Cost*: $0
L] Triplex ] Detached Residence HOME High Total Units: 0
] Fourplex ] Single Room Occupancy HOME Low Total Units: 0
L] Townhome I Transitional
*Note: If Development Cost = $0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis* Amort  Term Rate
Competitive Housing Tax Credit Amount: $1,200,000 $0
HOME Activity Fund Amount: $0 $0 0 0 0.00%
HOME CHDO Operating Grant Amount: $0 $0

*Note: If an Underwriting Report has not been completed and the application is recommended for an award, the credit amount recommended is the Applicant

Request (pending the Financial Feasibility Analysis).
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Py MULTIFAMILY FINANCE DIVISION

el L W July 30, 2007

' Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Costa Madera, TDHCA Number 07169

PUBLIC COMMENT SUMMARY

Guide: "S" = Support, "O" = Opposition, "N" = Neutral, "NC" or Blank = No Comment
State and Federal Officials with Jurisdiction:

TX Senator: Zaffirini, District 21, S Points: 7 US Representative: Cuellar, District 28, NC
TX Representative: Raymond, District 42, S Points: 7 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: NC Resolution of Support from Local Government [ ]
Individuals and Businesses In Support: 6 In Opposition 0

Quantifiable Community Participation Input:

Community Input Other than Quantifiable Community Participation Input:

Total Score for All Input: 7

League of United Latin American Citizens SorO: S
Laredo Chamber of Commerce SorO: S
Laredo Development Foundation SorO: S
Azteca Economic Development SorO: S

General Summary of Comment:
Support received from officials, non-officials and civic organizations.

CONDITIONS OF COMMITMENT

7/23/2007 01:13 PM



fjfﬁ ey MULTIFAMILY FINANCE DIVISION
e July 30, 2007
Competitive Housing Tax Credit Program
Development Information, Public Input and Board Summary

Costa Madera, TDHCA Number 07169

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

Competitive 