Board Action Summary

Real Estate Analysis Division
August 19, 2004

Action ltem

Underwriting appeals for:

04012 Tyler Square

01018 College Station Terrace Pines
04032 Los Milagros

04036 VillaDel Sol

04079 Baybrook

04098 Copperwood

04101 Pleasant Hill

04107 Whitefield

04147 Shiloh Village

04149 Seton Home Center for Teen Moms
04160 The Village Hobbs Road
04194 Lexington Court

04228 Stone Hearst

04246 Wildwood Trail

04268 Lansborough

Required Action

| ssue a determination on these appeals.

Background

The Department received appeal requests for the above. Due to timing of receipt and response
some of these appeals will have been granted and resolved prior to the Board meeting. For each
of those that remain outstanding, a copy of the Executive Director’s letter will be provided under
separate cover as a supplement to this request.

Recommendation

Deny the appeal for any appeals that remain unresolved or not granted by the Executive Director.




04012 Tyler Square



EDGEWATER
AFFORDABLE HOUSING

Doug Gurkin

1805 Lakehurst Road
Spicewood, TX 78669
(512) 264-1020 office
(512) 264-3052 fax
(512) 423-0521 mobile

Wooten Epes

128 Normandy Road
Little Rock, AR 72207
(501) 766-4554 office
(501) 664-7507 fax

Deborah Welchel
21518 Patton Avenue
Lago Vista, TX 78645
(512) 267-7432 office
(512) 267-4377 fax
(512) 826-3880 mobile

George Schmidt

34 Lone Oak Trail
Austin, TX 78745
(512) 680-1600 office
(512) 233-0860 fax

LiHye

RECE] VED
JUL 2 7 2004

July 26, 2004

Ms. Edwina Carrington

Texas Department of Housing and Community Affairs
507 Sabine, Suite 400

Austin, Texas 78701

RE:  Underwriting Analysis Appeal for Tyler Square Apartments

TDHCA Number 04012

Dear Ms. Carrington

While we are grateful to be recommended for an allocation of tax credits, we request an
immediate reconsideration of the conditions placed on the credit award being
recommended by the Department’s underwriting staff. We respectfully request the
elimination of conditions #1 and #4 cited in the Underwriting Analysis from the
Underwriter’s recommended conditions to the tax credit award. We also request that
these changes take effect without delaying the issuance of the reservation notice given the
August 31, 2004 deadline to acquire the property. At the recommendation of Brooke
Boston we wish to “appeal simultaneously to the Executive Director, and in the event we
are not satisfied with the response from the Executive Director, we wish to appeal to the
Board of Directors.” '

The underwriting conditions recommend a cut in requested tax credits because the
amount of rehab proposed was higher than the Physical Condition Assessment’s (the
“PCA”) estimate. However, the underwriting conditions also recommend $51/unit more
in replacement reserves than the PCA’s estimate. These conditions are inconsistent and
result from conclusions drawn from the Underwriter’s assumption that the PCA’s
estimate of rehabilitation needs is the actual amount of needed rehabilitation costs despite
the fact that the PCA is only a survey of 25% of the units on the property and does not
take into consideration the requirements of the Agency and the investor and the
contractor’s recommendations..

A PCA is an inspection of a representative sample (usually 25%) of the property units to
estimate rehabilitation costs for the entire property. A PCA is engaged to serve as a guide
to rehabilitation issues discovered based on a partial inspection of the units. A PCA does
not and cannot take into account the Department’s, the lender’s and the syndicator’s
additional rehabilitation requirements. It is not useful, nor is it typical or appropriate, to
try to reconcile a PCA’s estimate of rehabilitation needs exactly to the owner’s proposed
Work Write-up in an attempt to determine the reasonableness of rehabilitation costs.
However, the Underwriter’s conclusions are drawn from an attempt to do so and are




further evidenced by the Underwriter’s request to require the PCA analyst to reconcile
their report to the contractor’s Work Write-up

For example, the Underwriter referenced a discrepancy between the exterior wall
replacement required by the PCA and the Scope of Work and Work Write-Up submitted
by the contractor. The PCA did not account for higher rehabilitation costs due to our
commitment to the Department to convert 75% of the exterior from T-111 siding in the
breezeways to masonry.

It is also understandable that the Underwriter found it difficult to reconcile the PCA to the
Work Write-up given that, because the PCA and the contractor work independently to
arrive at rehabilitation needs, the cost categories are not practical to cross reference. The
Underwriter cited several examples of “inconsistencies” between the PCA, the revised
PCA requested by the Department, and the contractor’s Work Write-up, which illustrates
the difficulties of trying to reconcile these reports. Of course it should be expected that
the initial PCA will have discrepancies against the revised PCA that considered the
contractor’s Work Write-up and actual bids. It should also be understood that contractors
in general use the Construction Standards Institute cost categories which are not entirely
consistent with the Department’s cost categories or the PCA’s cost categories. Therefore
the Underwriter’s comments regarding the changes in door replacement costs and interior
wall repairs not only prove that the comparisons among the reports does not make sense,
but also leads to incorrect assumptions that the property suffers from economic or
functional obsolescence. The Underwriter suggests that “the Applicant is attempting to
step in the shoes of the current owner’s recent rehabilitation costs...”, when in fact the
property has been in bankruptcy for the last two years and has suffered serious deferred
maintenance. Such a statement is without basis and is an inappropriate conclusion
without substantiation. If the Underwriter suspects that to be the case the facts should be
determined before making such an allegation. We spoke with the Department’s staff
member who conducted the site review. He agreed wholeheartedly that significant
rehabilitation was needed for this property.

Our rehab costs take into account the additional rehab requirements of the Department
and other financing sources and are based on an inspection of 100% of the units with an
independent third party contractor. The Underwriter recommended a significant cut in
requested tax credits because our rehabilitation costs are higher than the PCA’s estimate
even though our rehabilitation cost estimate is a much more realistic and a complete
understanding of what needs to be done to the property. The Underwriter further
recommends $391/unit in replacement reserves which is $50 higher than the PCA’s
estimate of reserves when in fact, because we are proposing more work be done than the
PCA due to our 100% review of the property’s needs, the required reserves should be less
than the PCA’s estimated reserves of $340/unit.

We understand the Department’s desire to limit tax credit awards given the scarcity of the
9% credit, and we could accept the proposed reduction in tax credits if necessary.
However, the Department should understand that by doing so, they are significantly
cutting funding to preserve affordable housing and are encouraging substandard rehabs.

The Underwriter’s request to obtain a new or completely revised PCA (Condition #1 of
the Underwriting Analysis) is unnecessary, not useful, and not timely because the
purchase of the property must occur by August 31, 2004. We will have an executed



construction contract fixing the construction cost before the Department even issues its
reservation letter.

The Underwriter’s request to increase the replacement reserves to $391/unit (Condition
#4 of the Underwriting Analysis) is absolutely unnecessary given the Underwriter’s logic
to cut tax credits and even by the PCA’s estimate. Because the property must incur more
debt to compensate for the loss in tax credits, the property is less economically viable
long term in the event of rising future expenses. We believe that the Department’s
$300/unit standard requirement is sufficient and does not harm long term viability. The
Underwriting Guidelines state that “Higher levels of reserves may be used if they are
documented in the financing commitment letters.” The permanent lender will be
Community Development Trust and they require reserves of $250 per unit, per year.
Based on the amount of rehabilitation being performed, Related Capital, the syndicator
will require $300 per unit per year. Therefore our financing sources only require the
maximum the Underwriting Guidelines require of $300 per unit per year.

In summary, the Underwriter’s recommended conditions #1 and #4 in the Underwriting
Analysis are inconsistent with the Department’s rehabilitation requirements, misrepresent
the scope of a PCA , ignore the Scope of Work and Work Write-up presented and the
replacement reserve requirement is logically inconsistent with other conclusions about
excessive rehabilitation costs.

Sincerely,

Doug Gurkin
President



01018 College Station
Terrace Pines
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College Station Terrace Pines Apartment Homes, LP

Tuesday, August 10, 2004

Jennifer Joyce

Texas Department of Housing and Community Affairs
507 Sabine, Suite 400

Austin, Texas 78701

Re: TDHCA #04018 Notice of Appeal Timeline

Dear Jennifer:

As you know I contacted you Thursday, August 5% 2004 regarding the above referenced issue.
Subsequently, on Friday, August 6" 2004 1 spoke to and received an-email from Lisa Vecchietti
from the department stating that based on notification, which was faxed on July 22", 2004 the
deadline for submitting an underwriting appeal, was July 29" 2004. Today, Monday August o
2004 1 requested a copy of the July 22 fax and transmission confirmation; upon receipt I realized
I had never seen the faxed document. However, upon further internal investigation it was
determined that the fax had, in fact been received by an individual in my office, who inadvertently
placed the document on my desk without my knowledge. No one in my office received a follow
up call from the Department confirming receipt, as is normally the case with such an important
document, Furthermore, it would seem that the “Notice of Appeal” would/should be triggered by
the “actual allocation” of the Tax Credits on July 28" 2004 rather than the “recommended” list,
especially in light of the fact that the recommended list was a very dynamic (changing) document.
The bottom line is that until today I was never aware of this very important document. I
understand the Department has and must enforce rules, however as the past several months have
taught us rules change constantly. I would request that I be allowed to appeal my underwrnting
criteria. With all the turmoil with regard to the changing recommendations and the critical nature
of this issue, 1 do not see that a few days should interfere with the ability to clarify/appeal my
underwriting.

Please find attached a summary of my position for appealing the reduction in Tax Credits and the
underwriting cateria<for TDHCA # 04018.

Wichael Lankford i
Coligge Station Terrace Pines Apartment Homes, L.P.
Manager, General Partner

4900 Woodway, Snite 750 ﬁﬁ@ﬁ%@@
Houston, Texas 77056
713-626-9655 ~ 713-621-4947 fax AUG 1 0 2004
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As per the TDHCA Multifamily Underwriting Analysis dated July 20, 2004, File Number: 04018
1 would like to address two areas.

OPERATING PROFORMA ANALYSIS

Expenses:
The underwriter states the Applicant’s estimate of total operating expenses is more than 5% lower than the

underwriter’s “database-derived” estimate. I underline and bold the word “estimate” because by the very
definition the Department is acknowledging that this is a best guess scenario. Please find attached (Exhibit 1)
Section 1.32 (d) Operating Feasibility (5) Expenses Page 5 of 22 of the TDHCA 2004 “Final Real Estate
Analysis Rules and Guidelines”, where it is acknowledged “Evaluating the relative weight or importance of the
expense data points is one of the most subjective elements of underwriting. It is also noted that *.... the
Department’s database of properties in the same Jocation or region as the proposed Development provides the
most heavily relied upon data points”. First of all the Applicant’s annual operating expense of $3,411 is.
94.57% of the Departments estimate of $3,607, if rounded (as is the Departments rule) is within the 5%
requiremnent. Please find attached (Exhibit 2) an annualized summary of the actual 2004 operating expenses for
TDHCA # 99053, The Veranda @ Twin Creek Apartments, an 88 unit elderly development located in Region 8,
owned and managed by the applicant. On June 18" the applicant received a notification of the operating
expense discrepancy and spoke with the Department’s analysis and submitted additional documentation
supporting the application operating expenses. The Department did not respond back to the Applicant to discuss
the additional documents. In addition, another 2004 recommended smaller elderly development in Region 8 is
underwritten at less than a $200 per unit annual expense difference ($3,393 vs. $3,607).

Due to the difference in expenses the underwriters NOI was used to determine a debt coverage ratio of 1.08.
Therefore, the actual debit service was capped at $259,068. This resuits in a loss of approximately $110,000 in
debt available to the property.

THEREFORE THE APPLICANT IS RESPECTFULLY REQUESTING THAT THE APPLICATION
OPERATING EXPENSES OF $3,411 BE USED IN THE CALCULATION OF NOI AND $259,068
DEBIT SERVICE CAP BE REMOVED.

CONSTRUCTION COST ESTIMATE EVALUATION

Direct Construction Cost:

The underwriter states that the Applicants costs are more than 5% different than the Underwriter’s Marshall &
Swift Residential Cost Handbook estimate. 1 have attached an gctual G702 Budget (Exhibit 3) for TDHCA #
03068, Killeen Stone Ranch Apartment Homes (currently under construction) for your review. This is an
identical development to TDHCA 04018, architect, same engineers, same region, etc, This is NOT an estimate,
but the actual cost. As you can see when adjustments are made for the sales tax exemption and small 3% annual
cost increase it is almost exactly the per dollar cost in the application of $67.27. The underwriter’s use of
Marshall and Swift does not make any adjustments for the additional slabs and roofing associated with single
story construction. The subsequent reduction of $336,750 in hard construction costs resulted in a reduction of
$426,266 in eligible basis or a reduction of $440,620 in total qualified basis.

Applicant is accepting the underwriter’s statement that 79.51% rather than 80% should be used as an applicable
fraction.

THEREFORE APPLICANT IS REPESTFULLY REQUESTING THAT THE TOTAL AMOUNT OF
TAX CREDITS ALLOCATED TO TDCHA # 04018 BE $576,972. QECEIVED

AUG 1 0 2004
LIHTC

o
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LOS MILAGROS APARTMENTS
17336 W. Little York Road
Houston, Texas 77084
(281) 550-7111
(281) 550-1941

August 4, 2004

Ms. Brook Boston
TDHCA

507 Sabine, Suite 400
Austin, TX 78701

Re: Los Milagros Apartments, TDHCA # 04032
Dear Ms. Boston:

This letter is in response to the letter dated August 2, 2004 regarding the Real Estate Analysis
Division Financial Feasibility Report.

We are attaching to this lefter exhibits that will support our response to the HTC Feasibility
Report. In addition if this information 13 not determined to be insufficient to increase the Tax
Credits for this project as determined by the HTC report we would like to give notice with this
letter that we will appeal this determination simulianeously with this information to the Executive
Director and in the event that we are not satisfied with the results of the appeal then we will
appeal to the Board.

1. Operating Expenses:

The underwriter has noted that the database-derived expenses are $3,085 per unit. In a
similar project, The Arbor Cove Apartments, TDHCA # 04226, the TDHCA underwriter
states that the database shows operating expenses of $3.444 per unit. This project is
located in Donna, Texas which is a small town adjacent to Weslaco, Texas where the Los
Milagros project is located. In addition last years 2003 allocation underwriting reports
for the Galilean Apartments and the Rio de Vida Apartments show a database operating
expense for projects in this region of 3,245/per unit.

I own Texas Regional Asset Management which manages over 1,800 units located in Hidalgo
County. Our Data which we supplied to the Market Analyst supports our estimates of operating
expenses for projects located in Hidalgo County. We used your operating expenses from the
2003 reports to trend our expenses for 2004 and the Los Milagros Apartments. Are you saying
that since 2003 expenses have gone down in Hidaigo County by $200 per unit? Why did the
Arbor Cove report show $3,445/per unit?

We feel that our expenses are in line with costs in Hidalgo County and based on your own
information, we request that you re-address this issue.

2004



2. Market Rate Rents

We are atiaching rent rolls from existing projects located in Donna, Weslaco, and Pharr
that support our estimated Market Rate Rents. Although we would like very much to
charge more rent it is not marketable based on the history of three projects in the area of
Los Milagros Apartments.

3. Imterim Inferest Expense
We feel that the interest expense in our application is reasonable. To clarify the costs we
are submitting a letter from the interim lender, JP Morgan Chase Bank for your
consideration in re-evaluating this cost.
In closing we are requesting that the underwriter re-evaluate the Los Milagros project based on
the additional clarifying information and make the appropriate upward adjustments in the Tax

Credit Allocation.

If you have any more questions please feel free to contact me.




‘m
"JPMorganChase

JPMorganChase Ken L. Qvershiner
712 Main Street, 7-CBBE~365 Vice President
Houston, TX 77002 _ Community

Tel 713-216-0129 Development Real
Fax 713-216-0109 Estate Lending Group

E-Mail Ken.L.Cvershiner@chase.com

August 4, 2004

Ms. Brooke Boston
TDHCA

507 Sabine, Suite 400
Austin, TX 78701

Re: Los Milagros Apartments, TDHCA # 04032

Dear Ms, Boston:

At the request of the applicant, I am responding to the multi-family underwriting report for the referenced
project regarding the interim financing fees. Pased on the size of this project and possible delays during
the construction, 1 have underwritten the construction loan period imterest reserve for 18 months, The
anticipated structure for this loan is 2 FNMA “cash forward” whereby the permanent loan amount of
approximately $4.2 million is funded to Chase as the construction lender, and Chase posts a letter of credit
in the same amount to FNMA, Current cash forward interest rates are around 7% and the bank will charge
an origination fee of 1% onthe letter of credit, as well as ongoing fees 0f 1% per year. Based on that
minimum underwritten interest of 8% (7% base plus 1% letter of credit) for 18 months, interest reserve
would need to be at least $504,000, based on today’s rates. At 9%, allowing for an underwriting cushion,
interest reserve would be $567,000.

In addition there wiil likely be a bridge loan provided by Chase that will be priced at prime floating interest
during this 18 month périod. This could add another $25,000 to the interest reserve needed.

There could be some cash flow from lease up to offset the interest expense. However this amount is not
easily e valuated due to the risk of lease up, and generally not underwritten. Based on the developer’s
estimate of lease up during construction, we feel that the interest expense for the 18 month period could be
reduced possibly by another $25,600 if that income were taken into consideration.

If you have any more questions please feel free to contact me at 713-216-0129
Sincerely,

W
Ken Overshiner

Vice President
Community Development Real Estate Lending



DATE:  May 27, 2003 PROGRAM: 9% LIHTC FILE NUMBER: (3036

“DEVELGFMENT NAN.
Galilean Apartments
s APBHCANT =
Names: The Galilean Apartments, LP Type: For Profit
Address: 17336 W. Little York Road City: Houston State:  TX
Zip: 77084  Cestact:  Rowan Smith Phone: (281)  530-7111  Fax: (281) 3550-1941
PRINCIPALS of the APPLECANT/ KEY PARTICIPANTS
Name: The Galilean Apartments {, LLC (%)  0.10 Title:  Managing General Pariner
Name: P. Rowan Smith, Jr. N/A Title: 51% Owner of MGP
Name: Charissa Seipp Smith NiA Titte:  49% Owner of MGP

PROPERTY LOCATION.

Location: 700 Feet north of Trenton on | Road ]l ocr 1 bpbDA

City: Edinburg County: Hidalgo Lip: 78539
: i REQUEST . :
Amount lntel est Rate Amortizatien Term
1) $1,200,000 N/A N/A N/A

Other Requested Terms: 1) Annual ten-year allocation of low-income housing tax credits

Proposed Use of Funds: New Construction Property Type: Multifamily

Set-Aside(s): General [ ] Rural 0 txrp [ Non-Profit ]:] Elderly |:] At Risk

- RECOMMENDATON

RECOMMEND APPROVAL OF AN LIHTC ALLOCATION NOT TO EXCEED $1,200,000
ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

1. Should the terms ancl 1ates of the proposed debt or syndwa‘uon change the transacﬂon should be re-
evaluated and an adiustment to the credit amount may be warranted,




~ REVIEW of PREVIOUS UNDERWRITING REPORTS

No previous reports.

[ELOPM ECH
IMPROVEMENTS
Total # Rental # Commeon #of
Units; —  Buildings = Area Bidgs = Floors Ages NIA s

Net Rentable SF: 208,006 Av Un SF: 1,000 Common Area S¥: 6,920  Gross Bldg 8F: 214,920

STRUCTURAL MATERIALS

Wood frame on a post-tensioned concrete slab on grade, 5% Stucco/95% Hardiplank siding exterior wall
covering, drywall interior wall surfaces, composite shingle roofing.

APPLIANCES AND INTERIOR FEATURES

Carpeting & tile flooring, range & oven, hood & fan, garbage disposal, dishwasher, refrigerator, tile
tub/shower, washer & dryer connections, ceiling fans, laminated counter tops, individual water heaters.

ON-SITE AMENITIES

A 3,211 square foot community building with activity room, management offices, TV room and restrooms
will be located at the front of the property. Adjacent to this club house, a mail-kiosk, swimming pooi and
equipped children's play area will be located. In addition a 2,889 square foot daycare facility will be located
at the entrance of this property. The entire property will be surrounded with perimeter fencing with a limited
access gate. An 820 square foot centrally located laundry room is also planned.

Uncovered Parking: 244 spaces  Carporis: 208 spaces  Garages: N/A spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: The Galilean is a relatively dense disbursed multifamily with 16 units per acres new
construction development of 208 units of mixed income housing located in southeast Edinburg. The
development is comprised of 13 evenly distributed medium garden style walk-up low-rise residential
buildings as follows:

» (13) Building Type A with 8 two-bedroom/ two-bath units, 8 three- bedroom/ two-bath units;

Architectural Review: The building elevations and unit floor plans are attractive and functional. The units
all have covered balconies with storage closets.

Supportive Services: Supportive Services will be free and optional to the tenants and a cost for them has
been included in the operating expenses. These services will be provided by Hidalgo County Head Start
Program and will consist of: Daycare/School Facility.

Schedule: The Applicant anticipates construction to begin in March of 2004, to be completed in March of
2003, to be placed in service in March of 2005, and to be substantially leased-up in December of 2005.

SIEISS

SITE DESCRIPTION
Size: i3.24 acres 576,734 Square Feet:  Zoning/ Permitted Uses:  R-3 Multi-Family
Flood Zone Designation: Zone B Status of Off-Sites: Partially Improved

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: BEdinburg is located in the lower valley, approximately four miles north of McAlen i Hidalgo
County. The site is an irregularly-shaped parcel located in the southeast area of Edinburg, situated on the
west side of “I” Road. The rear of this site is approximately 200 feet from US Highway 281 frontage road
through direct access to the frontage road does not appear to be planned.

Adjacent Land Uses:

e North: aresidential home and a commercial building currently under construction




e South: open land being used for agricultural property

e East: [ Road and residential area and small park beyond

e West: open land being used for agricuitural property and US Highway 281

Site Access: Access to the property is from the north or south along I Road. The development is to have
one main entry from the east side of the property. Access to the property is good. The subject site has
excellent access {o major transportation corridors via both I Road and Trenton. From these two
thoroughfares one can easily connect to Highway 281, leading to Edinburg to the north or McAllen, Pharr
and other surrounding communities to the south.

Public Transpertation: The availability of public transportation is unknown.

Shopping & Services: According to the Market Analyst, the site convenient 10 all parts of the local trade

area, as well as to major empioyers and downtown areas. In the neighborhood is a mix of uses, but primarily
vacant tracts of land and single family homes.

Site Inspection Findings: TDHCA staff performed a site inspeciion on May 22, 2003 and found the
location to be acceptable for the proposed development.

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase | Environmental Site Assessment report dated March 11, 2003 was prepared by Melden & Hunt,
Inc. and contained the following findings and recommendations:

Findings: The assessment has revealed no evidence of recognized environmental conditions in connection
with the property.

Recommendations: Based on these findings and conclusions, Melden & Hunt, Inc. recommends no further
environmental assessment of the subject site,

"POPULATIONS TARGEIED..

income Set~Asxde T he Apphcant has elected the 40% at 60% or less of area medlan £ross income (AMGi)
set-aside. 208 of the units (100% of the total) will be reserved for low-income/elderly tenants. 104 of the
units (50%} will be reserved for households earning 50% or fess of AMGI, 104 units (50%) will be reserved
for households earning 60% or less of AMGI.

MAXIMUM ELIGIBLE INCOMES
1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons

66% of AMI $17,280 $19.800 $22,260 $24,720 $26,760 $28,680

A market feaSJbﬂity study daied March I, 2(}03 was prepared by MarketData Research Servwes LLC and
highlighted the following findings:

Definition of Market/Submarket: “For this analysis we utilized a primary market area comprising an 129
square mile trade area within Hidalgo County. The trade area is inclusive of the McAllen MSA and was
drawn to include a population of 230,000, while also including areas with higher renter tenure. This was
done because the county has large agricultural tracts from which the property is not expected to draw
residents.” (p. 3) The site is located in the far north eastern portion of the trade area approximately three
miles from the nearest eastern boundary and over 15 miles from the southwestern boundary of the trade area.

Population: The estimated 2000 population of the market area was 240,202 and is expected to increase by
14% to approximately 274,762 by 2007. Within the primary market area there were estimated to be 71,559
households in 2600.

Total Local/Submarket Demand for Rental Units: “Based on our analysis, it can be seen that the
McAllen MSA is growing at a substantial rate. With continued job formation, the employment base and
household formation will continue to be positive, resulting in the need for additional rental housing.” (p. 75)




ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand
Household Growth 82 2% 89 3%
Resident Turnover 4,674 08% 3,335 Q7%
Pent-up Demand 40 1%
TOTAL ANNUAL DEMAND 4,796 100% 3,424 100%
Ref: p. 45

Inclusive Capture Rate: The Market Analyst concluded a capture rate of 15.95% using an additional 557
units of unstablized supply coming from four development allocated credits in the past year in Pharr,
McAlien and Mission, A fifth development in McAllen, El Patrimonio Apartments was awarded credits in
2000 for 144 restricted, 180 total units. This development was completed in 2001, The Market Anatyst does
not indicate precisely when El Patrimonio achieved stabilized occupancy but did indicate current occupancy
at well over 95%. The Market Analyst also discussed but did not include 160 tax credit, 200 total 2003
proposed units 10 miles south in Pharr (Casa Aguila Apartments) or 176 tax credit, 208 total proposed units
13 miles southwest in Mission (Rio De Vida Apartments). Including only the tax credit portion of these
developments raised the capture rate to 23%. The Underwriter calculated an inclusive capture rate of 22%
based upon a supply of unstabilized comparable affordable units of 765 divided by a revised demand of
3,424, When all proposed units restricted and unrestricted, are included, the Underwriter’s calculated
capture rate exceeds 25%. However unrestricted units are not included in the inclusive capture rate rule.

Market Rent Comparables: “The market analyst surveyed 618 existing income restricted units and 845
conventional units within the Primary Trade Area.” (p. 88)

| RENT ANALYSIS (net tenant-paid rents

Unit Tvpe (Y% AMI Proposed Program Max Differential Market Differential
2-Bedroom (50%) $374 $429 -$55 $785 -$411
2-Bedroom (60%) $4355 $522 -$67 $785 -$330
3-Bedroom (50%) $430 $490 -$60 $874 -$444
3-Bedroom (60%) $524 $597 -373 $874 ~-$350

(NOTYE: Differentials are amount of difference between proposed rents and program limits and average market rents, e.g, proposed rent =3500,
program max =$600, differential = -§100) Proposed units were based upon 2002 rent limits. The Applicant has revised rent projections to be
consistent with the pregram measures.

Supmarket Occupaney Rates: “The occupancy rate for the income restricted one bedrooms is 99.0%, for
income restricted two bedrooms it is 98.9%, the occupancy for the income restricted three bedroom units
99.4%, and the overall average occupancy for income restricted units is 99.1%” (p. 88)

Absorption Projections: “Absorption in the Mission/McAllen Area has been limited over the past decade,
due to the financial infeasibility of conventionally financed market rate units. However, with the absorption
rate has increased considerably over the last few years with the construction of several LIHTC projects.”

(p-11)

Known Planned Development: Padre de Vida is 2 180 unit developmenti to be built in McAllen that was
awarded a 2003 forward commitment tax credit allocation of $1,025,408. The Market Analyst also identified
two other tax credit applications in this trade area, Rio De Vida and Casa Aguila consisting of a total of 408
additional units.

Despite the unusually large market area, the Underwriter found the market study to provide sufficient
information to make a funding recommendation.

PERATING PROEORMA YSiS

Income: At the time of application, the 2003 rent limits had not been reieased and thus the Applicant used
estimated 2002 rent limits in setting rents. The Applicant subsequently submitted a revised rent schedule
utilizing the new maximums. Based on the Applicant’s intention to charge maximum program rems and the
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Market Analyst’s confirmation that these rents are achievable in this market, the Underwriter used the 2003
maximum renfs in this analysis, which results in an increase of $159.7K in potential gross rent. The
Applicant’s reused potential gross rent is $9k higher than the Underwriter’s due to the use of slightly lower
utility ailowances. Estimates of secondary income and vacancy and collection losses are in line with
TDHCA underwriting guidelines.

Expenses: The Applicant’s total expense estimate of $3,023 per unit is within 6% of a TDHCA database-
derived estimate of $3,232 per unit for comparably-sized developments. The Applicant’s budget shows
several line item estimates, however, that deviate significantly when compared to the database averages,
particularly general and administrative ($31.8K lower), payroll ($13.8K lower). The Underwriter discussed
these differences with the Applicant but was unable to reconcile though the Applicant submitted a revised
proforma along with the revised rent schedule that reflected expenses of $3,210 per unit with modest
increases in five categories, however, additional detail or explanation of this increase was not provided.

Conclusion: The Applicant’s estimated income and total estimated operating expense is inconsistert with
the Underwriter’s expectations and the Applicant’s net operating income is not within 3% of the
Underwriter’s estimate. Therefore, the Underwriter’s NOI will be used to evaluate debt service capacity.
Due primarily to the difference in gross rents, the Underwriter’s estimated debt coverage ratio (DCR) of 1.35
exceeds the program maximum standard of 1.30. This suggests that the project could support additional debt
service of $14,910 annually. This results in an additional potential $177,700 in serviceable debt based on
proposed debt terms, and may reduce the need for other funds. It should be noted that using the Applicant’s
revised income but original expenses results in a DCR of 1.30. The Applicant realized this is the revised
proforma that was provided and adjusted the debt service amount up by $106,875 to utilize this additional
debt service capacity. While a revised financing commitment was not provided to verify this debt service
level, utilizing the existing terms would suggest the revised debt service proposed by the Applicant would
support an additional $1.1m in debt.

o R ACQMSITIONVALUAT NlNFO

ASSESSED VALUE

Land: 21.96 acres $325,400 Assessment for the Year of: 2003
Prorated 1 acre: $15,000 Valuation by: Hidalgo County Appraisal District
Prorvated 13.24 acres: £198,600 Tax Rate: 3.036

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Conirel: Farm and Ranch contract

Contract Expiration Date: 10/ i3/ 2003 Anticipated Closing Date: HU 15/ 2003
Acquisition Cost: $430,000 Other Terms/Conditions: 13 acres only, $100 carnest money
Seller:  Marissa Iselda Vega Related to Development Team Member:  No

T CONSIRUETID EVALUATI

Acquisition Value: The acquisition price is assumed to be reasonable since the acquisition is an arm’s-
length transaction.

Sitework Cost: The Applicant’s claimed sitework costs of $7,500 per unit are at the 2003 underwriting
maximum threshold to avoid further detailed documentation requirements.

Direct Construction Cost: The Applicant’s direct construction cost estimate is $420K or 5% higher than
the Underwriter’s Marshall & Swift Residential Cost Handbook-derived estimate.

Interim Financing Fees: The Underwriter reduced the Applicant’s eligible interim financing fees by
$102.2K to reflect an apparent overestimation of eligible construction loan interest, 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.




Fees: The Applicant’s contractor’s fees for general requirements, general and administrative expenses, and
profit are alf within the maximums allowed by TDHCA guidelines. The Applicant’s developer fees exceed
15% of the Applicant’s adjusted eligible basis and therefore the eligible potion of the Apphcant’s developer
fee must be reduced by $14.3K.

Conclusion: The Applicant’s total development cost estimate is within 5% of the Underwriter’s verifiable
estimate and is therefore generally acceptable. Since the Underwriter has been able to verify the Applicant’s
projected costs to a reasonable margin, the Applicant’s total cost breakdown, as adjusted, is used to calculate
eligible basis and determine the LIHTC allocation. As a result an eligible basis of $14,593,257 before
reductions for grants or below market rate loans are considered is used to determine a credit allocation in
excess of §$1,200,000 thus the credit amount will be based on the Applicant’s original credit requested.

INTERIM CONSTRUCTION or GAP FINANCING

Sowrce:  JP MorganChase Contact:  Ken Overshiner

Principal Amount: 56,046,005 Interest Rate: Prime Rate

Additional Information:  JP MorganChase Prime rate floating (Estimated rate of 5.3%)
Amortization: N/A  yrs Term: 2 ¥I§ Commitment: [ | LOY [ | Fim Conditional

LONG TERM/PERMANENT FINANCING

Seurce:  Stearns Bank Contact: Dennis Hanson

Principal Amount:  $4,760,000 Interest Rate: 7.50%

Amortization: 30 ¥1§ Term: 15 yIs Commitment: [ ] LOl  [] Finn [ Conditional
Annual Payment: $394,947 Lien Priovity:  1st Commitment Date 1/ 22/ 2003

Additional Information: A commitment from GCC Group on behalf of Massachusetts Mutual Life Insurance Companyj
with comparable terms was also provided. '

C.D.B.G. FUNDS

Source:  City of Edinburg Principal Amount:  $50,000

LIHTC SYNDICATION
Seurce:  The Richman Group Capital Corporation Contact: Phil Corbett
Address: 8 Forge Pond Road City:  Canton
State: MA Zip: 02021 Phone:  (781)  §28-6800 Fax: (781) 828-6807
Net Proceeds: $9,421,080 Net Syndication Rate (per $1.00 of 10-yr LIHTC) 79¢
Commitment [1 Lot [ Fm Conditional Date: 1/ 17/ 2003

Based upon credits of §1,109,430 percentage of purchase may be reduced down to 90% if

Additional Information: . L .
' povIEH investor cannot find additional credits,

APPLICANT EQUITY

Amount:  $1,349.988 Source: Deferred Developer Fee

FINANCING STRUCTURE ANALYSIS

Permanent Financing: The permanent financing commitments are consistent with the terms reflected in the
sources and uses listed in the application. Two potential primary permanent sources have been identified.
As a result of the additional debt service of at least $14,910, the Applicant will likely secure significantly
more debt for the proposed property. The syndication commitment reflects a first lien mortgage not to
exceed $6,046,005, which is 31,108,305 more than the Applicant indicated on the other documentation
provided in the application but consistent with the revised proforma submitted subsequently. The
Underwriter recommends and has completed the analysis assuming that at least another $177,700 in debt




over the $4.76M indicated in the application is achieved. This increase does little to reduce the anticipated
deferred developer fee; however, the maximum debt of $6,046M would fund nearly the entire anticipated
developer fee leaving little to be deferred. Thus an increase in debt of more than the $1.35M deferred
developer fee anticipated by the Applicant would result in an excess gap and require a reduction of the credit
altocation amount. Since the $177,700 amount of additional debt required to absorb the excess debt
coverage ratio is already included as deferred developer fee this report does not need to be conditioned upon
a requirement to increase debt in order to maximize the credit amount.

CDBG Funds: The Applicant indicated that a $50,000 application was made to the City of Edinburg
Community Development Departinent. The documentation provided however does not identify the type of
financing or the purpose of the funds. Any below market federal funds would be required to be deducted
from eligible basis, with few exceptions. One exception is CDBG funds provided as a grant for
infrastructure development. It is unknown if the CDBG funds requested will meet this requirement, but it is
also uncertain if the Applicant will be successfully awarded these funds, however, the development is
feasible without these $50,000 funds and would still be eligible for the $1.2 credit allocation even if the
$30K is removed from basis.

LIHTC Syndication: The Richman Group Capital Corporation has offered terms for syndication of the tax
credits. The commitment letter shows net proceeds are anticipated to be $9,421,090 based on a syndication
factor of 79%. The funds would be disbursed in a four-phased pay-in schedule:

1. 60% paid in monthly installments on a draw basis as needed for development costs incurred,;

2. 22.5% paid upon the latest of the following: (i) completion of construction, (3i} preliminary low-income
housing tax credit certification, (iif) receipt of a payoff letter from the contractor, (iv} receipt of an
estoppel letter from each lender, (v) receipt of certificates of insurance complying with the requirements
described herein;

3. 7.5% paid upon achievement of 50%, 75%, and 100% occupancy;

4. 10% paid upon achievement of breakeven and receipt of an estoppel letter and receipt of form 8609

The syndicator anticipated $1,109,430 in allocated credits and indicated acquisition of any amount over this

is subject to the availability of investor funds. The syndicator further indicated that the acquisition

percentage could be reduced from 99.9% to 90% if insufficient investor funds were available to absorb an
increase in credits up to the requesied $1.2M level. The ultimate potential effect to the development would
be a reduction in the syndication rate as some of the credit would need to be absorbed by the general partner,
which is not anticipating making an additional equity contribution. The reduction in equity contribution that
could be caused by this shortage of investor funds could be absorbed with additional deferred developer fees.

Deferred Developer’s Fees: The Applicant’s proposed deferred developer’s fees of $1,349,988 amounts to
70% of the total fees. While the Underwriter’s estimate is slightly lower based on full acquisition of the
entire credit allocation by the purchaser and a slightly higher debt amount, deferred developer fees could
quickly be absorbed by additional achievable first mortgage debt.

Financing Conclusions: Based on the Applicant’s estimate of eligible basis, the LIHTC altocation should
not exceed 51,200,000 annually for ten years, resulting in syndication proceeds of approximately
$9,470,520. Based on the underwriting analysis, the Applicant will have a deferred developer fee of
$1,122,858 which is repayable within ten years. Should the Applicant’s final direct construction cost exceed
the cost estimate used to determine credits in this analysis or should the $50,000 CDBG funds not be
awarded to the development, deferred developer’s fee will be available to maintain feasibility.

TSENTITIES of INTEREST

The Applicant, Developer, General Contractor and Property Manager firms are all related entities. These are
common relationships for LIHTC-funded developments.
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APPLICANT'S/PRINCIPALS' FINANCIAL HIGHLIGHTS, BACKGROUND, and EXPERIENCE

Financial Highlights:

e The Applicant and General Partner are single-purpose entities created for the purpose of receiving
assistance from TDHCA and therefore have no material financial statements.

e The principals of the General Partner, P. Rowan Smith and Charissa Smith, submitted unaudited
financial statements as of February 14, 2003 and are anticipated to be guarantors of the development.

Backoround & Experience:

» The Applicant and General Partner are new entities formed for the purpose of developing the project.

The General Partner, P. Rowan Smith has completed seven LIHTC/affordable housing developments totaling

1,162 units since 1996.

SUMMARY OF SALIENT RISKS AND ISSUES.

. The Applu,ant ] estimated mcome/operatmg expenses/operating proforma are more than 5% ouESEde of
the Underwriter’s verifiable ranges.

e The development could potentially achieve an excessive profit level (i.e., a DCR above 1.30}) if the
maximum tax credit rents can be achieved in this market.

» The Applicant’s direct construction costs are more than 5% outside of the underwriter’s verifiable range.

The significant financing structure changes being proposed have not been reviewed and accepted by the
Applicant, lenders, and syndicators, and acceptable alternative structures may exist.

Underwriter; Date: May 27, 2003
Carl Hoover

Director of Real Estate Analysis: Date: May 27, 2003
Tom Gouris
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COMPARATIVE ANALYSIS "

The Galilean Apartments, Edinburg, LIHTC #03G36

T T T IR 1 £ T L L O R LS T R A A O L L B AT HEt T BT TRLEG U0l kAN
TC (50%) 2 500 L Taeg T20. 60T i) F3TET
TG (60 2 2 900 55 522 29,243 0.58 3381 2588
| TE Bowy s e 1100 538 460 27,456 0.45 4471 27937
TE (B0 3 Z 1,160 84z 547 28,670 0.54 44.71 27,73
TOTAL: 208 AVERAGE: 1,000 §549 $509 $105,970 $0.51 $39.26 $26.81
INGUME Total Wet Rentable Sq Ft:  208.00G TOACA RPPLICANT S8 Region iNt
POTENHAL GHOSS RENI £1 271 639 $1.281.024 TREM Region
Secondary Income Per Unit Per Menth; $18.00 37,440 37,440 $16.00 Per Uinit Per Month
Other Support Income: ol ]
FOTENTIAL GROSS INCUME $1,309.079 $£1.318.464
Vacancy & Coliection Loss %% of Potential Gross Income: -7.509% (98 1813 {98 BB -7.50% of Potential Gross Rent
Lrpioyee or Uther Nen-Hental Umts or Loncessions i)
EFFECTHIVE GROSS INCOME 41,210,898 $1.219.584
EAPENDED %.0F £GI BER GNIT BERSQ FT RERSQFT PER UNIT HOF EGE
Generat & Admiristrative 6.32% 3368 0.37 76,562 $44,800 5022 $215 367%
Management 5.00% 281 .29 60,545 $53,161 0.26 256 4.36%
Payrafl & Payroli Tax 10.80% a23 .63 130,756 $117,000 0.56 563 9.639%
Repairs & Maintenance 5869 341 0.34 TTTTT 018 364,000 0.31 308 5,259
Utifities 2.06% 120 t.12 24,088 $28 000 0.13 135 2.30%
Water, Sewer, & Trash 7.62% 444 2T 0.44 92,291 $82,000 ¢.39 394 87208
Property insurance 3.55% 207 021 a2a6e1 363,000 0.30 303 5175
Property Tax 3.03% 10.44%, 608 0.61 126,422 $130,000 0.63 625 10.66%
Reserve for Replacements d.449, 200 0.20 41,600] $41,600 0.20 200 3.41%
Other Expenses; Supportive Servicer  0.43% 25 0,03 5,200 $5,200) 0.03 25 G.43%
TOEAL EXAPENSES Bh.52%, $3.232 3323 $672.339 $628,761 3307 $3.023 51 56%
NET CPERATING INC 44 .48% 32,589 $2.59 $538,559 $590,823 $2.84 $2.840 48447,
DEBT SERVICE
Stearns Bank 32.98% $1,820 §i.92 $39¢,391 $394,947 $1.90 $1,899 32.38%
C.D.B.G. 0.00% $0 $§0.00 0 §0.00 30 0.00%
LIHTC Syndication Proceeds 0.00% 30 $0.00 0 50.00 %0 0.00%
NET CASH FLOW 11.49% $6E9 $0.67 $139,167 $195,876 $0.94 5942 16.06%,
AGGREGATE DEBT COVERAGE RATIO 1.50]
RECOMMENDED DEBT CGVERAGE RATIO
CONSTRUCTION COST
Descrintion Eactor  of TOTAL BER UNIT PER 50 FT TOHCA AFFLICANT PER SQ T PERUAIT %ot TOTAL
ACQUISILION GOST (site or bidg) 2879 $3,077 §2.08 $4732.000 %432 000 $2.08 §2,077 277%
Oti-Sites 0.00% o 0.00 s 0 0.00 o 0.00%
Sitework 10.36%, 7,500 7.50 1,560,000 1,560,000 7.50 7,500 16.01%
Direct Construction 52.33% 37,282 37.88 8,300,000 33.90 39,004 53279,
Contingency 4,049 2.66% 1,824 1.92 400,088 192 1,924 2.579,
General Req'ts £.00% 3.76% 2,723 272 BY1.600 2.84 2,844 3.80%
Contractor's G & A 2.00% 12359 308 0.91 197 200 0.95 348 1279
Contractor's Proti 5.00% 3.76% 2.723 2.72 591,600 2.84 2,844 3.80%
indirect Construction 3.78% 2,737 274 TTBgG, 224 274 2,737 165%
inetigible Costs 2.279% 1,642 1.64 341,569 341,569 164 1,642 2.19%
Developer's G & A 2.00% 1.62% 1,174 117 244 209 325,000 1.56 1,563 2.09%
Developer's Profit 13.00% 10.549, 7,632 7.63 1,587,359 1,692,788 7.66 7,658 10.22%
interim Financing 2.199% 2,308 2.31 480,077 480077] 231 2,308 3.08%,
Reserves 1.60% 1,152 116 241,096 198,932 0.96 951 1.28%
TOTAL COST 100.06% 372,388 $72.3% $15,056,601 $75,581,078 374.91 574,909 100.00%
Recap-Hard Construction Costs 135 553,659 $53.66 11,761,156 411,640,458 355,96 $55964 T
SQURCES OF FUNDS RECOMMENDED
Stearns Bank 31619 $22,885 $22.68 $4,760,000 % Deveioper Fee Available
C.D.B.G 0.33% $244 $0.24 50,000} $1,831,569
LIHTC Syndication Proceeds £2.57% $45,284 §45.29 9,421,090 % of Dev, Few Daferrad
Deferred Developer Fees 3.97% 96,450 $6.49 1,349,988 81%
Additional {excess) Funds Required -3.48% (52,621} $2.52) {524,387 15.Yr Cumulative Cash Flow
TOTAL SOURCES 315,056,691 $2,879,067.02

TrEneet Version Date A/Lf03
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MULTIEANILY COMPARATIVE ANALYSIS o

The Galilean Aparn.':.'rents, Edinburg, LIHTC #03036

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
nesioneral Lost Manabook
Average Juallly MUtIDIe Keslgence sasis I Primary T T4 780,000 T iy H 3,@
T m.;dn—ruma TUTT PERSY | KWOUNT ¥ i Tht Bate i RO% ; DCR : L)
i $41 78 $8,600.040 —
Secondary $50.000 Teem

WG A 0 40 $82,557 int Rale 0.00% ‘ Subtotal DCR 1.35

T Eiderty .00 )

" Rooling 0.00 o Additionai | TSAZT.000 | Tarm I
SRR a a0y C16.0803 Tt Rate , , Aggregate DCR 1.35 {
Floar Cover
Porches/Bziconies 384,67 3,553 RECOMMENDED FINANCING STRUCTURE:

—EimEE T e 383760
Buift-In Apphances 1,625 208 3380001 Prirmary Debt Service $414,301
Stairs/Fireplaces $1,625 52 84,500 Secondary Debt Service 0

“Floor insuiation o Additional Debt Service o
Heating/Cooling S 1.47 365‘_760 NET CADH FLUW $124 257
GHFiges/CarpSTH Tras 127 263,840} e

[ Corim &/6r Bl BIES T s 01 3211 098] 189 483 Primary Ty il L:ls)

F DayCate & Laundry Tresgde VTV 104 216 824] Tt Kale TE0%, OCH T30

[SUBTOTAT 11,687,728

Current Cost Muftiplier 1.03 350,634 Secondary 6600 | Term | 0

£ ocal Mltiplier N (2337 BE0) TAT NatE TH0E [ W'r‘-w_l

TOTAL TREL T CONSTRUC [ TON C05T $9.700.872
aNS, SPEecs, survy, oid pri] 2900 (5375354 Additional $5.421.080 Term i

Tntern Constraction Tnterey 9 350, . THHEE TEE Aigregae DR "—'i“ﬁ““_l

Contyactor's OF & Profit 11,508 (

NET DIHECT CONDTROGCT UM CUS TS $7.879.633

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR & YEAR & YEAR 10 YEAR 35 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $1,271,63% $1,305.788 31,349,082 $1,389,554 $1,431,241 $1,659,201 331,823,468 $2,229,827  $2,896,701
Secondary incoine 37,440 38,863 39,770 40,512 42,139 48,851 58,631 65,651 88,236
Other Support Incume: o] ] o ¢ a ¢} O o] a
POTENTIAL GROSS INCOME 1,304,078 1,348,351 1,388,802 1,430,468 1,473,380 3,708,051 1,880,100 2,295,478 3,084,931
Vacancy & Gollection Loss (48,1833 (101,126 {104,160} {107,285) (110,553 [12%,104) 1148507 (172.1831)  (231.370)
Employee or Other Mon-Rental o 0 o3 0 0 0 0 0 o

EFFECTIVE GROSS INCOME $1,210,838 51,247,225 $1,284,642 $1,323, 181 $1.362,876 $1,579,947 $1,831,532 $2,123,317  $2,853,561

EXPEMSES at 4.00%

General & Administrative $76.562 $79.624 §82,80% $86,122 $89,567 £108,971 $132,580 $161,304 $£238,770

Managetment 60,545 62,361 &4,232 §6,15% 668,144 78,997 21,380 106,166 142,678
Payrotl & Payrofl Tax 130,756 135,386 141,428 147,082 152,966 186,108 226,427 275,483 407,781
Repalrs & Maintenance 71,015 73,855 76,810 7%.882 83,077 101,076 122,975 149,617 221,470
tilities 24,988 25,988 27,027 28,108 28,233 35,566 43,271 52,646 17,930
Water, Sewer & Trash 52,291 95,283 29,822 103,815 07,987 131,358 159,818 194,443 287,824
Insurance 42,961 44,679 46,466 48,325 50,258 61,146 74,394 90,612 133,973
Property Tax 126,422 131,475 134,738 142,208 147,896 179,938 218,923 266,333 384,267
Rezetve for Replacements 41,600 43,264 44,995 46,794 48,666 59,210 72,038 87,645 124,738
Cther 5,200 5,408 5,624 5,845 €,083 7,401 9,005 10,956 16,217
TOTAL EXPENSES $672,339 $698,628 $725,949 $754,345 $783,857 $949,772 $1.151,010 $31.395,125 $2050,652
NET OPERATING INCOME $538,555 $548 597 $558,693 $568,836 $579,020 $630,176 $680,582 3728,193 $802,802
DEBT SERVICE

First Lien Financing $414,301 $414 301 $414,301 $418,3G1 $414,301 3414,301 $414,301 F414,301 §414,301

Second Lien g a o 0 0 a Q Q¢ 0

Other Financing ¢ 0 G o Y a 4 ¢ a

HET CASH F1.0W $124.267 $134,296 $144,391 $154.535 164,718 $215,874 $266,281 $313,8591 $388,607

DEBT COVERAGE RATISY 738 T3 T3E 137 140 T53 T58 176 T94
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L. UHFCAllocation Caledlafiori - The Galiear Apartmertts, Edinburg, LINTC #0306~~~ |
AFPLICANT'S TDHCA APPLICANTS TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
(1) Acguisition Cost
Furchase of iand I $432’0001 $432,000f:
Purchase of buildings i
{£) Kehabititation/New Construction Cost
Jonstework $1,560,000]  $1,560,000 $1,560,000] $1,560,000
Oft-site improvements S e e
(2) Construction Hard Costs ’ i — =
New structures/rehabidilation hard costs ] 58 300,000] $7,879,533] $8,300,000] $7,879,533
(4) Coniractor Fees & General Requirements T
Lontraclor overhead $197,200 $188,791 $197,200 $188,791
Contractor profit $591,600] $566,372 $591,600 $566,372
General requirements 5591,600 $566,372 $591,600 $566,372
(5) Contingencies $40C,088 $400,088 $400,088 $400,088
(o) Ellgible Indirect Fees $559,224 $569,224 $565 224 $EEG 224
(+) Eligitle Financing Fees $480,077 $480,077 $480,077 $480,077
(8) Al Ineligible Costs $341,569 $341,660 0 i e e e
(35 Developer Fees $1,003.468
_Jeveloper overnead $325,000 $244,509 b, $244,209
Developer fee $1,592,788 $1,587,359 $1,587,359
(10) Development Reserves $199,932 $241,096 1050 L 2:: G Vi i
TOTAL DEVELOPMENT COSTS £15,581,078]  $15,056,691 $14,593,257] $14,042,025]

Teduct Irorm Bass:

Allgrant proceeds used To finance costs in eligible basis

B.M.R.Toans used ta #inance cost in eligible basis 350,000 $50,000
Nen-gualified non-recourse fnancing
Nor-qualified pertion of Righer quality Units [42(d(33]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASTS $14,543,257 $13,992,025
Figh Cost Area Adjustment 100%, 100%
TOTAL ADJUSTED BASTS $14 543,257 $13,992,025
Applicable Fraction 1007, 1009
TOTAL QUALIFIED BASIS $14,543 257 $13,992,025
Applicable Percentage 8,349, 8,349,
TOTAL AMOUNT OF TAX CREDITS $1,212,908 $1,166,935
Syndication Proceeds 0./894 $9,572,389 $9,209,567
Total Credits (Eligible Basis Method) $1,21.2,908 $1,166,935
Syndication Proceeds $9,572,389 $9,209,567
Requested Credits 51:200100‘3'
Syndication Proceeds $9,470,520
Gap of Syndication Proceeds Needed $10,593,378
Credit Amount $1,342,276
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DATE:  May 27, 2003 PROGRAM: 9% LIHTC FILE NUMBER: 03035

DEVELOPMENT NANGE

Rio De Vida Apartments

Name: Rio De Vida Apartments, L.P. Type: For Profit

Address: 17336 W, Little York Road City: Houston State: TX

Zip: 77084  Contact:  Kim Hatfield Phone: {281) 550-7111  Fax: (281} 550-1941
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS

Name: Rio De Vida Apartments I, LLC (%):  0.10 Title:  Managing General Pariner

Name: PRS Housing Corporation N/A Title:  75% Owner of MGP

Name: Bozrah International Minisitries N/A Title:  25% Owner of MGP -

Name: Perry R. Smith N/A Title:  100% Owner of PRS Corp.

Name: John Pitts N/A Title:  President of Bozrah

Name: Erama Hall N/A Title: Board Member of Bozrah

Name: James Gasaway N/A Title: Treasurer of Bozrah

Name: Ethel Dunn N/A Title:  Secretary of Bozrah

PROPERTY LOCATION

Location: Inspuatson Road Approxrmately 1,000 feet north of Mile | Road ] oct [l opaA
City: Mission County: Hildalgo Zip: 78582
Lo REQUEST SR e e
Amount Interest Rate Amortu;ation Term
1) $1,044,231 N/A N/A N/A

Other Requested Terms: 1) Annual ten-year aliocation of low-income housing tax credits

Proposed Use of Funds: New Construction Property Type: Multifamily
Set-Aside(s): [ General [} Ruml OO mrpe [ Nen-Profit [ Elderly [ AtRisk

: RECOMMENDATION:

= RECOMMEND APPROVAL OF AN LIHTC ALLOCATION NOT TO EXCEED $1,004,228
ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

1. Receipt review and acceptance by commltment execunon of a revised commltmem for synd;ca‘{or
reflecting the syndicator’s willingness to acquire at least 99% of the allocation of credits for at least
$.79 per credit acquired.

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




" _REVIEW of PREVIOUS UNDERWRITING REPORTS

No previous reports.

.. DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total # Rental # Common #of
Units: =  Bulldings —=  Area Bldgs = Floors

Net Rentable SF: 208,000 Av Un SF: 1,000 Common Area SF: 6,920  Gross Bidg SF: 214,920

Age: NAA v Vacant: N/A at / /

SIRUCTURAL MATERIALS

Wood frame on a post-tensioned concrete slab on grade, 5% Stucco/95% Hardiplank siding exterior wall
covering, drywall interior wall surfaces, composite shingle roofing.

APPLIANCES AND INTERIOR FEATURES

Carpeting & tile flooring, range & oven, hood & fan, garbage disposal, dishwasher, refrigerator, tile
tub/shower, washer & dryer connections, ceiling fans, laminated counter tops, individual water heaters.

ON-SITE AMENITIES

A 3,211 square foot community building with activity room, management offices, TV room and restrooms
will be located at the front of the property. Adjacent to this clubhouse a mail-kiosk, swimming pool,
equipped children's play area will be located. In addition a 2,889 square foot daycare facility will be located
at the entrance to the property. The entire property will be surrounded by perimeter fencing with a limited
access gate. An 820 square foot centrally located laundry facility is aiso planned.

Uncovered Parking: 244 spaces  Carports: 208 spaces  Garages: N/A spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: Rio De Vida is a relatively dense disbursed multifamily with 16 units per acres new
construction development of 208 units of mixed income housing located in southwest Mission. The
development is comprised of 13 evenly distributed medium garden style walk-up low-rise residential
buildings as follows:

¢ (13) Building Type A with 8 two-bedroom/ two-bath units, 8 three- bedroom/ two-bath units;

Architectural Review: The building elevations and unit floor plans are attractive and functlonal The units
all have covered balconies with storage closets.

Supportive Services: Supportive Services will be free and optional to the tenants and a cost for this has
been included in the operating expenses. These services will be provided by Hidalge County Head Start
Program and will consist of: Daycare/School Facility.

Schedule: The Applicant anticipates construction to begin in February of 2004, to be completed in February
of 2005, to be placed in service in February of 2005, and to be substantially leased-up in August of 2005,

SITEISSY
SITE DESCRIPTION
Size: 13.79 acres 600,692 square feet  Zoning/ Permitted Uses: R-3
Flood Zone Designation: Zone: B Status of Off-Sites: Partially Improved

SITE and NEIGHBORHOQOD CHARACTERISTICS

Location: Mission is located in the lower valley, approximately six miles west of McAllen in Hidalgo
County. The site is an irregularly-shaped parcel located in the west area of Mission, situated on the cast side
of Inspiration Road Street.

Adjacent Land Uses:
e north: generally residential
¢ south: vacant land




« east: vacant land and residential
e west: Inspiration Road and vacant land beyond

Site Access: Access to the property is along Inspiration Road. The subject site has access to major
thoroughfares via both Inspiration Road {north) and Mile One South Road (south and east). From these two
thoroughfares one can easily connect to Business 83 and Expressway 83, leading to downtown Mission,
McAlen, Pharr, Edinburg and other surrounding communities.

Public Transportation: The availability of public transportation is unknown,

Site_Inspection Findings: TDHCA staff perforined a site ingpection on May 22, 2003 and found the
location to be acceptable for the proposed development.

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORIT(S)

A Phase I Environmental Site Assessment report dated March 14, 2003 was prepared by Melden & Hunt,
Inc. and contained the following findings and recommendations:

Findings: The assessment has revealed no evidence of recognized environmental conditions in connection
with the property.

Recommendations: Based on these findings and conclusions, Melden & Hunt, Inc. recommends no further
environmental assessment of the subiect site.

 POPULATIONS TARGETED -

incume Set Asnde The Apphcant has elected the 40% at 60% or 1e:ss of area medmn gross income (AMGI)
set-aside. 176 of the units (85% of the total) will be reserved for low-income/elderly tenants. 36 of the units
{17%) will be reserved for households eaming 50% or less of AMGI, 140 units (67%) will be reserved for
housetolds earning 60% or less of AMGI, and the remaining 32 (15%) units will be offered at market rents.

MAXIMUM ELIGIBLE INCOMES

1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons

60% of AMI $17,280 $19,800 $22,260 $24,720 $26,700 $28,680

AARKET HIGHLIGHTS -

A market feasibility sludy dated March 11, 2003 was prepared by Apartment Market Data Research Serwces
and highlighted the following findings:

Definition of Market/Submarket: “For this analysis we utilized a primary market area comprising an 129
square mile trade area within Hidalgo County. The trade area is inclusive of the McAllen MSA and was
drawn to include a population of 250,000, while also including arcas with higher renter tenure. This was
dong because the county has large agricultural tracts from which the property is not expected to draw
residents.” {p. 3) The site is located in the far southwest corner of the trade area approximately two and a
half miles from the nearest western boundary and even 17 miles from the northeastern most boundary of the
trade area.

Population: The estimated 2000 population of the market area was 240,202 and is expected to increase by
14% to approximately 274,762 by 2007, Within the primary market area there were estimated to be 71,559
households in 2000,

Total Local/Submarket Demand for Rentai Units: “Based on our analysis, it can be seen that the
McAllen MSA is growing at a substantial rate. With continued job formation, the employment base and
household formation wili continue to be positive, resulting in the need for additional rental housing.” (p. 77)




ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand
Household Growth 82 2% 80 2%
Resident Turnover 4,674 97% 3,335 98%
Other Sources: pent-up demand 40 1%
TOTAL ANNUAL DEMAND 4,796 160% 3,415 100%
Ref: p. 47

Inclusive Capture Rate: The Market Analyst concluded a capture rate of 15.28% using an additional 557
units of unstablized supply coming from four developments allocated credits in the past year in Pharr,
McAllen and Mission. A fifth development in McAllen, El Patrimonio Apartments was awarded credits in
2000 for 144 restricted 180 total units. This development was completed in 2001, The Market Analyst does
not indicate precisely when El Patrimonio achieved stabilized occupancy but did indicate current occupancy
at well over 95%. The Market Analyst also discussed but did not include 160 tax credit, 200 total proposed
units seven miles southeast in Pharr (Casa Aguila Apattments) or 176 tax credit, 208 total proposed units 13
miles northeast in Bdinburg (Gallelian Apartments). Including only the tax credit portion of these
developments raises the Market Analysts Capture rate to 23%. The Underwriter calculated an inclusive
capture rate of 21% based upon a supply of unstabilized comparable affordable units of 733 divided by a
revised demand of 3,415. When all proposed units, restricted and unrestricted, are included, the
underwriter’s calculated capture rate exceeds 25%. However unrestricted units are not included in the
inclusive capture rate rule.

Market Rent Comparables: The Market Analyst surveyed comparable apartment projects totaling 618
income restricted units in the market area. (p. 106)

RENT ANALYSIS (net tenani-paid rents

Unit Type (% AMI) Proposed Program Max Differential Market Differential
2-Bedroom (50%) $430 $430 30 $756 -$326
2-Bedroom (60%) $523 $523 $0 $756 -$233
2-Bedroom (MR) $650 N/A $756 -$106
3-Bedroom (50%) $493 3493 30 3874 -$379
3.Bedroom (60%) $602 $602 %0 $874 -§272

-Bedroom (MR) $750 N/A $874 -$124

(NOTE: Differentials are amount of difference between proposed rents and program limits and average market rents, e.g., proposed rent =$500,
program max =$600, differential = -$100)

Submarket Occupancy Rates: “The current occupancy of the market area is 96.9%, as a result of ever
increasing demand.” (p. 10)

Absorption Projections: “Absorption in the Mission/McAllen Area has been limited over the past decade,
due to the financial infeasibility of conventionally financed market rate units, However, with the absorption
rate has increased considerably over the last few years with the construction of several LIHTC projects.” (p.
108)

Known Planned Development: Four know developments have not reached a stabilized occupancy of 90%
for the previous 12 months totaling 557 units in addition to the 176 units of Rio de Vida. {p. 47) The Market
Analyst also identified two other tax credit applications in this trade area, the Gallelian Apartments and Casa
Aguila Apartments consisting of a total of 408 additional units.

Despite the unusuaily large trade area (primary market area) the Underwriter found the market study to
provide sufficient information to make a funding recommendation.




OPERATING PROFORMA ANALYSI

Income: The 2003 rent limits were used by the Applicant in setting the rents. Estimates of secondary
income and vacancy and collection losses are in line with TDHCA underwriting guidelines.

Expenses: The Applicant’s total expense estimate of $3,063 per unit is within 6% of a TDHCA database-
derived estimate of $3,245 per unit for comparably-sized developments. The Applicant’s budget shows
several line item estimates, however, that deviate significantly when compared to the database averages,
particularly general and administrative {($22.8K lower), insurance (38K lower). The Underwriter discussed
these differences with the Applicant but was unable to reconcile them with the limited additional information
provided by the Applicant.

Conclusion: The Applicant’s estimated operating expense is inconsistent with the Underwriter’s
expectations and the Applicant’s net operating income is not within 5% of the Underwriter’s estimate.
Therefore, the Underwriter’s NOI will be used 1o evaluate debt service capacity. 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 at a debt coverage ratio that is above the recommended acceptable
TDHCA underwriting guidelines of 1.10. The Applicant’s estimate is greater than 1.30 suggesting that
additional debt may be achievable

_ACQUISITION VALUATION INFORMATION

ASSESSED VALUE

Land: 23.47 acres $127,350 Assessment for the Year of: 2003
Prorated 1 acre: $5,000 Valuation by: Hidalgo County Appraisal District
Provated 13.79 acres: $68,950 ‘Tax Rate: 2.9865

EVIDENCE of SITE or PROPERTY CONTROL
Type of Site Control: Farm and Ranch Contract
Contract Expiration Date: 10/ 15/ 2003 Anticipated Closing Date: 10/ 15/ 2003
Acquisition Cost: $400,000 Other Terms/Conditions: $£100 earnest money
Sefler:  Estate of Donald R, Deck Related to Development Team Member:  No

- CONSIRUCTION COST ESTIMATE EVALUATIO

Acquisition Value: The acquisition price is assumed to be reasonab[e since the acquisition is an arm’s-
jength transaction.

Sitework Cost: The Applicant’s claimed sitework costs of $7,500 per unit are at the 2003 underwriting
maximumnm threshold to avoid further detailed documentation requirements.

Direct Construction Cest: The Applicant’s direct construction cost estimate is $120K or 2% higher than
the Underwriter's Marshall & Swift Residential Cost Handbook-derived estimate, and is therefore regarded
as reasonable as submitted.

Interim Financing Fees: The Underwriter reduced the Applicant’s eligible interim financing fees by
$56.2K to reflect an apparent overestimation of eligible construction loan interest, to bring the eligible
interest expense down to one vear of fully drawn interest expense. This results in an equivalent reduction to
the Applicant’s eligible basis estimate.

Fees: The Applicant’s contractor’s fees for general requirements, general and administrative expenses, and
profit are all within the maximums allowed by TDHCA guidelines. The Applicant’s developer fees exceed
15% of the Applicant’s adjusted eligible basis and therefore the eligible potion of the Applicant’s developer
fee must be reduced by $6.8K.

Conclusion: The Applicant’s total development cost estimate is within 5% of the Underwriter’s verifiable
estimate and is therefore generally acceptable. Since the Underwriter has been able to verity the Applicant’s
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projected costs to a reasonable margin, the Applicant’s total cost breakdown, as adjusted, is used to calculate
eligible basis and determine the LIHTC allocation. As a result an eligible basis of $14,232,978 before
reductions for grants or below market rate loans are considered is used to determine a credit allocation of
$1,004,228 from this method. The resulting syndication proceeds will be used to compare 1o the gap of need
using the Applicant’s costs to determine the recommended credit amount.

eI CONSTRUCTION of GAF FINANCING

Source:  JP MorganChase Contact:  Ken Overshiner

Principal Amount:  $7,113,313 Interest Rate: 3.5%

Additional Information:

Amortization: N/A  yrs Term: 2 VIS Commitment: [ | LOI [l rFirm [ Conditionat

LONG TERM/PERMANENT FINANCING

Source:  GCC Group of Companies, Inc. Contact:  Steven Boughner

Principal Amount:  $6,104,000 Interest Rate: 7.5%

Additional Information:

Amortization: 30 yIS Term: 15 yIs Commitment: I:] Lot 1 Fim Conditional

Annual Payment: $513,295 Lien Priority: st Commitment Date I/ 23 2003
C.D.B.G FUNDS
Source:  City of Mission Principal Amount: $50,000
LIHTC SYNDICATION
Source:  The Richman Group Capital Corporation Contact: Phit Corbett
Address: 8 Forge Pond Read City: Canton
State: MA Zip: 02021 Phose: (781} 828-6800 Fax: (781) 828-6807
Net Proceeds: $8,090,993 Net Syndication Rate (per $1.00 of 10-yr LIHTC) 79¢
Commitment [] Lot [] Eirm Conditional ~ Date; 1/ 17/ 2003

Additional information: based upon credit allocation of $851,125, percentage of purchase may be reduced
down to 90% if investor can not fund additional credits.

APPLICANT EQUITY

Amount:  $1,009,313 Source: Deferred Developer Fee

FINANCING STRUCTURE ANALYSIS

Permanent Financing: The permanent financing commitment is consistent with the terms reflected in the
sources and uses listed in the application. Based upon the Applicant’s estimated NOI it is likely that
additional debt will be available to the development.

CDBG Funds: The Applicant indicted that a $50,000 application was made to the City of Mission’s
Community Development Block Grant. The documentation provided, however, does not identify the type of
financing or the purpose of the funds. Any below market federal funds would be required to be deducted
from eligible basis, with few exceptions. One exception is CDBG funds provided as a grant for
infrastructure development. [t is unknown if the CDBG funds required will meet this requirement, but it is
also uncertain if the Application wili be successfully awarded these funds. The underwriter removed the
funds from basis which resulted in a small decline in the recommended credit amount. If the funds are
ultimately not awarded to benefit this development, it will still be feasible without such funds and the
difference will be made up with additional deferred develop fees.

LIHTC Syndicatign: The Richman Group Capital Corporation has offered terms for syndication of the tax
credits. The commitment letter shows net proceeds are anticipated to be $8,090,993 based on a syndication
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factor of 79%. The funds would be disbursed in a four-phased pay-in schedule:

1. 60% paid in monthly installments on a draw basis as needed for development costs incurred;

2, 22.5% paid upon the latest of the following: (i) completion of construction, (i} preliminary low-income
housing tax credit certification, (iii) receipt of a payoff letter from the contractor, (iv) receipt of an
estoppel letter from each lender, (v) receipt of certificates of insurance complying with the requirements
described herein;

3. 7.5% paid upon achievement of 50%, 75%, and 100% occupancy;

4. 10% paid upon achievement of breakeven and receipt of an estoppel letter and receipt of form 8609

The syndlcator anticipated only $851,125 in allocated credits and has indicated acquisition of any amount

over this is subject to the availability of investor funds. The syndicator further indicated that the acquisition

percentage could be reduced from 99.9% to 90% if insufficient investor funds were available to absorb
additional credits. The effect on the development would be a reduction in the syndication proceeds and
possibly insufficient funds to complete the development. The Applicant submitted a revised commitment
letter that corrected the syndicator amount and thus implied a syndicator rate of $.95 per credit while stating

a $.79 per credit rate. Receipt review and acceptance of a revised commitment for syndicator reflecting the

syndicator’s willingness to acquire at least 99% of the allocation of credits for at least $.79 per credit

acquired is a condition of this report.

Deferred Developer’s Fees: The Applicant’s proposed deferred developer’s fees of $1,009,313 amounts to
54% of the total fees. While the Underwriter’s anticipated deferred developer fee is slightly higher at 64% it
is still repayable within the first 10 years of stabilized operations.

Financing Conclusions: Based on the Applicant’s estimate of eligible basis, the LIHTC allocation should
not exceed $1,004,228 annually for ten years, resulting in syndication proceeds of approximately
$7,925,465. Based on the underwriting analysis, the Applicant will have a deferred developer fee of
$1,174,841. Should the Applicant’s final direct construction cost exceed the cost estimate used to determine
credits in this analysis, or should the $530,000 CDBG funds not be awarded to the development, deferred
developer’s fee will be available to maintain feasibility.

.IDENIIT!ES of ]N.TERESOT

The Applicant, Developer and Property Manager are all related entities. These are common relationships for
LIHTC-funded developments.

APPLICANT'S/FRINCIPALS' FINANCIAL HIGHLIGHTS, BACKGROUND, and EXPERIENCE

Financia] Highlishts:

s The Applicant and General Partner are single-purpose entities created for the purpose of receiving
assistance from TDHCA and therefore have no material financial statements.

« The 75% owner of the General Partner, PRS Housing Corporation, submitted an unaudited financial
statement reporting total assets of $575K and consisting of $197K in cash, $40K in receivables, and
$338K in long term assets. Liabilities totaled $2K, resulting in a net worth of $575K.

¢ The 25% co-owner of the General Partner, Bozrah Iniernational Ministries, Inc., submitted an unaudited
financial statement as of February 14, 2003 reporting total assets of $1.4M and consisting of $4K in
cash, $1.2M in receivables, 32K in other assets, and $222.5K in real property. No liabilities were
reported resulting in a net worth of §1.4M.

e The principal of the General Partner, Perry R. Smith, submitted an unaudited financial statement as of
Fanuary 30, 2003 and is anticipated to be guarantoer of the development.

Background & Experience:

e The Applicant and General Partner are new entities formed for the purpose of developing the project.

s Perry Smith, the principal of PRS Housing Corporation which owns 75% of the General Partner, has
completed three conventional housing developments totaling 390 units since 1981.

s Bozrah International Ministries, Inc., which owns 25% of the General Partner, has completed two
LIHTC affordable housing developments totaling 204 units since 2000.
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" SUMMARY OF SALIENT RISKS/AND {SSUES. "

The Appllcant s estimated income, operating expenses, and operating proforma are more than S% out51de of
the Underwriter’s verifiable ranges.

Underwriter: Date: May 27, 2003
Carl Hoover
Director of Real Estate Analysis: Date: May 27, 2003

Tom Clouris
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TOTAL: 208 AVERAGE: 1,000 $489 $966 $117.711 $0.57 $36.53 $22.54
INGAIERE Total Met fentable Sq Ft 208 ,0ut TOACHK APPLICANE UES Region 1L
PUOTEMNTIAL GRUSYS HEN $1.412 520 31,411,536 {REM Region
Secondary Income Per Unit Per Menth: $15.00 37 440 37,440 $15.00 Per Unit Per Month
Other Suppart Income: 0
FOTENTIAL GROSS INCOME 51,449 965 31 448 576
Vacancy & Collection Loss % of Potential Gross Income: -7.50%, (1C8,748) (108,672) -7.80% of Potential Gross Rent
tmplnyee or Uther pNon-Hanialk Unis or LUoncessions O
ERFECHIVE GROSS INCOME $1.341.221 41,340,304
EAFENSLY el il BERUNIT PER 3Q.FT PER SO T PER UNIT FOFEG
General & Administrative 5.71% sasa %1 0.7 76.562 $53.800 $0.26 $259 4.01%
Management 5.00% 322 4% 0.32 57 061 $67.015 0.3z 322 5.00%
Payroll & Payroll Tax 9.75%, 6529 0.63 130,756 $132,000 0.63 635 ©.85%
Repairs & Maintenance 5.29% 241 0.34 71 015 $70.000 0,34 337 5.22%
tifities 1.73%, 132 0.1l 23,251 $28,000 0.15 135 2.09%
Water, Sewer, & Trash 6.88% 444 ';.».'5} 0.44 92,291 $82,000 039 394 6.12%
Property Insurance 3.209%, w7 .21 42 961 0.17 168 2.61%
Proparty Tax 2.9865 2,269, 547 960 124238 0.58 584 2079
Reserve for Replacements 3.10% 200 0.20 0.20 200 3.10%
Other Expenses: Comp, Fees 0.39% 25 0.03 003 20 0.46%;
LUTAL EXPENSES 50 35%, TIEA 374 678,934 837 118 FEJOr $3,063 EYTEA
MNET CPERATING INC 45,687 33,203 $3.20 666 287 $703,185 33.38 33,381 52.45%,
DEBT SERVICE
GCC Group of Companies, Ins, 38199 $2,467 $2.46 $512,161 $513,295 $2.47 32,468 38.30%
C.D.08.G 0.08% $0 $0.00 v $0.00 50 0.00%
CDEG ¢.00% 30 56.00 ! 50.00 50 0.00%,
NE 1 CASH FLOW TTAS E33 375 FI5H 170 31898598 T0.51 3513 TEITE
AGGRECGATE DEBT COVERAGE RATIO 1.30 1.37)
RECOMMENDED BEBT COVERAGE RATIO
CONSTRUCTION COST
Description Factor of FOTAL PER LiNIT BER SO FT TDHCA APPLICANT PERSGFT PER UNIT %, of TOTA
ACGUISITION LOST (site or bldg) 2.66% 31,933 $1.53 £402,000 4072 000 $1.93 $1,933 2649
Off-Sites 0.00% 0 0.60 0 0 .00 o 0.00%
Sitework 10.329% 7,500 7.50 1,560,000 1,560,000 7.30 7,800 10.239%
Direct Construction 52.13% 37,882 37.88 7,879,533 8,000,000 38.45 38,462 52,44
Contingency 4249, 2.65% 1,924 1.92 400,088 400,088 1.92 1924 2.62%
General Req'ts 5.00% 3.75% 2,723 2.72 566,372 573,600 2.7% 2,758 3.76%
Contractors G & A 2.00% i1.25% 508 0.51 188,791 161,200 .82 919 1,359,
Contractor's Protit 6 00% 3.75% 2,723 272 566,372 573,600 276 2,758 376%
indirect Construction 3.77% 2,737 2.74 569,224 569,224, 2.74 2,737 3.73%
Inehgible Losls 2.129%, 1,533 1.54 320,082 320,082 1.54 1,538 2.10%
Developers G & A 2.42%, 1.97% 1,431 1.43 297,623 325,000 1.56 1,563 2.13%
Developer's Profit 12.58%, 10.22% 7,427 7.43 1,544,774 1,544 774] 7.43 7,427 10.13%
Interim Financing 3.65% 2,655 2.66 552 269 552,269 2.66 2,655 3.82%
Reserves 1.78% 1.280 1.2% 268,308 242 469 117 1,186 1.59%
TOTAL COST 100.00% $72.670 $72.67 $15,115,437 $15,254 306 $73.34 $73,328 100.00%
Recap-Hard Construction Costs +ETR $55, 659 $53.66 $I11,161,156 $11,298 488 $54.32 $54,320 EEOE
SOURCES OF FUNDS RECOMMENDER
GCC Group of Companies, Inc. 40,389, 329,346 329.35 36,104,000 56,104,000 Developer Fee Available
C.DBG 0.33% $240 $0.24 5U,0UU B5UT00U $1,842,397
LIHTC Syndication Proceeds 53,63% $38,599 $33.90 8090593 80907993 % of Dev. Fee Deferred
Deterred Developer Fees 6.68% 54,852 $4.85 1,009,313 TO009 3712 854%,
Additional (excess) Funds Required .92, (55E8) $0.E7 (138,889 " ¢! 15-¥1 Cumtative Cash Flow
TOTAL SQURCES $i5 115,437 T15.254306 $3,770,314.68
fSpeel Veraion Date 4/11/03 Page 1 01035 Rin De Vids.xls Print DakeS5/30/03 9:06 AM
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Rio De Vida Apartments, Mission, LIH Tf.' HO3035

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
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OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE

INCOME  ut 3.00% YEAR T YEAR 2 YEAR3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
FOTENTIAL GROSS REMT $1,412.529 $1.454,904 $1,458.552 $1,543.608 $1,589,813 $1,843,029 $2,136,576 $2.476,878  $3.323,716
Seeondary Income 37,446 38,563 39,720 40,912 42,139 48,851 56,631 £5,651 88,230
Qther Supparl Income: Q 4] I [¢] Q [¢] 4] s} 4]
FOTENTIAL GROSS INCOME 1,44% 969 1,493,468 1,538,272 1,584,420 1,631,952 1,891,880 2,153,208 2,542,529 3,416,948
Vacaney & Collection 1oss (108, 748) 112,010 (115370 (118,831 {1272,386) (141,853} (164,281 {350,550) {886.271)
Employee or Other Non-Rental L 0 ] o a o] a9 0 6 o
EFFECTIVE GROSS INCOME $1.341221 51,381,458 $1,422501 $1,465,588 $1,502,556 31,749,989 $2,028717 %$2.351,838 33,160,679
EXPENSES at 4.00%
General & Administrative §76,562 $73.624 382,809 $86,122 $89,567 $108,971 §132,580 §1l61,304 $238,770
Maragenent 67,061 63.073 71,145 73279 75478 87489 101,436 117,592 158,034
Payrol & Payroli Tax 130,788 135, 986 141,425 147,082 152,966 186,106 226,427 275,483 407,781
Repairs & Maintenance 71015 73,855 78,810 79,882 83,077 101075 122,975 42,617 221,47C
Utilities 23,251 24.181 25,148 26,154 27.200 33,083 40,263 48 986 72,511
Water, Sewer & Trash 92,291 95,883 99,822 103,815 107,967 131,353 159,818 194,443 287,824
Insurante 42,961 44,679 46,466 48,325 50,258 61,146 74,354 90,512 133,578
froperty Tax 124,238 126,208 134,378 139.751 145,341 176,830 215,141 261,752 387 456
Reserve for Replacements 41,600 43 264 44995 48,754 48 656 59,210 72,038 §7,645 129735
Other 5,200 5,408 5,624 5,849 6,083 7,401 9,005 10,856 16,217
TOTAL EXPENSES $674,934 $701,261 $728,620 $787.054 $786,603 $952,692 $1,154,075 $1,398,28%  $2,053,778
NET OPERATING INCOME $666,287 $680,187 $634,231 798,535 $722,953 £797.287 $874,642 §963,561 $1,1063%8
DEBT SERVICE
First Lien Financing $512,161 $512,181 $512,161 $5i2,181 $512,181 §$512,181 $512,161 $612,161 $512,161
Second Lien o a 0 o 4] o] Q Q o
Other Financing Q a g g o a a g @
NET CASH FLOW $154,128 $168,035 $182,129 $196.374 $210,792 $285135 $362,481 $441,380 $594,737
DEBT COVERAGE RATIC 1.30 1.33 1.36 1.38 1,43 ) 17t 1.86 2.18
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RPPLICANTS TOHCA AFPLICANTS TBACA
TOTAL TOTAL REHAB/NEW REHAR/NEW
CATEGORY AMOUNTS AMODUNTS ELIGIBLE BASIS ELIGIBLE BASIS
1) Acquisition Cost
Furcnase or land E $402’000[ $402,000(::
Furchase of buidings
1(2) Rehabilitation/New Construction Cost
_________ Un-site work $1,560,000 $1,560,000 $1,560,000] $1,560,000
Oif-sifainprovements - - I fdinle i s e
5(3) Construction Hard Costs
New struciures/renadiliiation hard cosis | $8,000,000] $7.879,533 $8,000,000| $7,879,533
(4) Contracior Fees & General Requirements T
I — SISL200] 5188 701 TIoLz00 _ §i88.791
| Contracter profit $573,600 $566,372 _so73e0n $566,372
(zefieral requirements $573,600 $566,372 $573,600 $566,372
(5) Lontingencies $400,088 $4£0,088 $400,088 $400,088)
() Eligible Thdirect Tees $569,224 $565,224 $569,224 569,224
{73 Eligible Financing Fees $552.269 $552,269 3552 260 $552 269
r(g) All Tneligible Costs $320,082 $320,082L B e i
{3y Developer Fees $1 862,997
" Developer overnead $325,000 $297,623 .. $297,623
Developer tee $1,544,774 $1,544,774
107 Development Heserves 242 469 DR 30RF i e
TOTAL DEVELOPMENT COSTS $15,254,306 $15,115,437 $14,282 978
Wedlct Trom Basis;
Al grant proceeds used 1o finance cosis In eliglble basis
B.M.RJoans used Tofinance cost in eligible basis $50,0000 $50,000
Non-gualified vion-recourse financing
Non-qualified portion of higher quality units [42{d}(3}]
Historic Credits {on residential portion only)
TOTAL ELTGTBLE BASIS $14,232,978 $14,075,046
High Cost Area Agjustment 1009, 1009
TOTAL ADJUSTED BASS 314,232 078 $14,075,046
Appiicable Fraction 857, 859,
TOTAL QUALIFIED BASTS $12,041,100 $11,807,489
Applicable Percentage 8.349 3.34%,
TOTALAMOUNT Of TAX CRELITS $1,004,228 $993,085
Syndication Proceeds 0.7892 $7,925,465 $7,837,523
Total Credits (Eligible Basis Method}! $1,004,228 l $993,085
Syndication Proceeds $7,925,465 $7,837,523
Requested Credits $1,044,231
Syndication Proceeds $8,241.175
Gap of Syndication Proceeds Needed $9,100,306

Credit Amount

$1,153,091
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“FEXAS DEP.

MUL1
DATE: July 14, 2004 PROGRAM:; 9% LIHTC FiLE NUMBER: 04226
{":'-'155 . DEVELOPMENTNAME = = 1
Arbor Cove Apaﬂments
Sl G R e APRHICANT
Name: Arbor Cove, Ltd. Type: For Proﬁt
Address: 16118 University Oak City: San Antonio State:  TX
Zip: 78213 Centact:  Anita Kegley Phone: (210)  349-4994  Fax:  (210) 349-4993
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: Kegley, Inc. (%) 0.004505 Title:  Co-General Partner
Name: COHM Group GP, LLC (%) 0.004505 Title: Co-Generz] Partner
Name: Kenneth R. Bray (%) .00099 Title: Co-General Partner
) orn. — 50% owner of CDHM
Narme: Michael Hartman (%) N/A Title: Group, LLC
o n. . . 50% owner of CDHM
Name: Donald Pace (%) N/A Title: Group, LLC
Q s
Name: Anita Kegley (%): N/A Title: IIT?S/Q Owner of Kegley,
b i e e UPROPERTYLOCATION.. . T e e
Location: 2805 Fordyce Avenue XK ocr [ bpa
City: Donna County: Hidalgo Zip: 78537
e
Amount Interest Rate Amortization Term
1) $1,152,552 N/A N/A N/A

Other Requested Terms: 1) Annual ten-year allocation of low-income housing tax credits

Proposed Use of Funds: New Construction Property Type: Single Family Rental

Set-Aside(s):  General Population

“ RECOMMENDATION

o RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$1,152,522 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS,

1. Recmpt review, dnd acceptance of documentatmn (Tatle Pohcy) verifying the resolution of t%le tlﬂ(.,
issues identified on the title commitment prior to commitment;

2. Recempt, review, and acceptance of a satisfactory TDHCA site inspection report prior to Board
approval;

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




EVELOPMENT SPECIFICATION!

IMPROVEMENTS
Total # Rental # Common #of . ) .
Enits 40 Buildings 20 Area Bldgs -~ Floors 1 Age Na s Vacant:  N/A
g;* Rentable ;o) 006 AvURSF: 1,284 Common Area SF: 3,300 GrossBldgSF: 157,380

STRUCTURAL MATERIALS

The structures will be wood frame, with concrete slab on grade. According to the plans provided in the
application the exterior will be comprised as follows: 100% brick veneer, with minimal cement fiber siding
above doors and windows, The interior wall surfaces will be painted or papered drywall. The pitched roof
will be finished with composite shingles.

APPLIANCES AND INTERIOR FEATURES

The interior {looring will be a combination of carpeting & vinyl flooring. Each unit will include: range &
oven, hood & fan, garbage disposal, dishwasher, refrigerator, fiberglass tub/shower, washer & diyer
connections, ceiling fans, laminated counter tops, & individual water heaters.

ON-SITE AMENITIES

A 3,300-square foot community building will include: activity room, management offices, fitness & laundry
facilities, kitchen, restrooms, computer center. A swimming pool, equipped children's play area and
volleyball court are located at the entrance to/middle of the property. In addition, decorative and chain link
perimeter fencing is also planned for the site.

Uncevered Parking: 30 spaces  Carports: 0 spaces  Garages: 120 spaces

PROPOSAL and DEVELOPMENT FLAN DESCRIPTION

Description: Arbor Cove is a disbursed single family (4-5 units per acre) new construction development of
120 units of mixed income housing located in east Donna. The development is comprised of 120 evenly
distributed single family rental homes distinguished as follows:

s 6 House Type A with two-bedroom/two-baths;

¢ 30 House Type B with three-bedroom/two-baths;

e 27 House Type C with three-bedroom/two-baths;

* 30 House Type D with four-bedroom/two-baths;

e 27 House Type E with four-bedroom/two-baths

Architectural Review: The site map, {loorplans, and elevations are attractive and functional, with gabled

roofs, brick veneer exterior wall covering. FEach home has a single-car garage, covered eniry, and
comfortable room layout. Typical single-family amenitics are included in each housing design.

. SHWEISSUES. ¢

SITE DESCRIPTION

Zoning/ Permitted

Uses: R-1

Size:  28.19 ACTES 1,227,956.4 square feet

Zone B (between the limits of 100-
yr and 500- yr flood arcas)

Flood Zone Designation: Status of Off-Sites: Partially Irnproved

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: Donna is located in south Texas, approximately 12.7 miles east from MeAllen in Hidalgo County.
The site is a rectangularly-shaped parcel located in the eastern area of Donna, approximately one mile from
the central business district. The site ig situated on the south side of Fordyce Avenue.

Adjacent Land Uses:




¢ North: Fordyce Street with Green Acres Mobile and RV Park beyond;

¢ South: alarge vacant grass covered lot towards the west and a canal which is overgrown with vegetation
towards the east

+ East: acanal which is overgrown with vegetation
e  Woest: alarge vacant grass covered lot, with single-family residences beyond

Site Access: Access fo the property is from the east or west along Fordyce Avenue. The development is to
have one mam entry from the north from Fordyce Avenue. Access to nearby US Highway 83 Business
provides connections to all other major roads serving the Hidalgo County area, including US Highway 281
and US Highway 77.

Public Transportation: No public transportation to the area is provided. The site is accessible to Valley
International Airport and US Highways 281, 83, and 77.

Shopping & Services: The site is within 1.4 miles of a major grocery/pharmacy, 2.8 miles of ‘Wal-Mart
Department Store, and 12.1 miles from two malls. A public library, and a variety of retail establishments and
restaurants can be found nearby. Schools, churches, hospitals, sports facilities, public parks, and health care
facilities are located within a short driving distance from the site,

Special Adverse Site Characteristics: The title commitment lists two labor/mechanic’s lien that must be
cleared by the closing from the City of Donna for “Cleaning and Mowing” dated Oct 7% and July 16% of
2003. Receipt, review, and acceptance of documentation verifying the resolution of these title issues is a
condition of this report.

» Floodplain: The site lies within Zone B, defined as between the limits of 100-yr and 500- yr flood areas.

Sife Inspection Findings: The site is said to have been inspected by a TDHCA or ORCA staff member,
however a copy of the inspection was not yet available at the time of this writing and receipt, review, and
acceptance of an acceptable site nspection report is a condition of this report.

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase 1 Bnvironmental Site Assessment report dated February 13, 2004 was prepared by AD
Environmental Services and contained the following findings and recommendations:

Findings: “The Phase I Environmental Site Assessment for Artor Cove property revealed no evidence of
any recognized Envircnmental Conditicns at the time of the report.” p.12

“The review of the Invironmental Data Search report showed eight findings located within the standard
ASTM Guideimes for area of review... No recognized environmental condition within the boundaries of the
Subject Property have been filed by Federal, state, or city regulatory authorities.” p.10

* Radon: According to the US EPA Map, the site lies within Zone 3, indicating a low potential of
short-term radon measurement without using radon control methods.

¢ Floodplain: The site lies within Zone B, defined as between the limits of 100-yr and 500 yr flood
areas.

The Department currently does not have a Radon restriction and restricts properties only with the 100-year
flood zone.

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
set-aside. One hundred and eight of the units (90% of the total) will be reserved for low-income tenants,
Four of the units (3%%) will be reserved for households earning 30% or less of AMGI, 12 units (10%) will
be reserved for households earning 40% or less of AMGI, 28 units (23%) will be reserved for households
earning 50% or less of AMGI, 64 units (53%) will be reserved for households earning 60% or less of AMGI,
and the remaining 12 units will be offered at market rents.

MAXIMUM ELIGIBLE INCOMES
1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons

60% of AMI $17,820 $20,340 522,920 525,440 $27.,480 529,520
3




18, 2004 was prepared by Apartment Market Data (“Market
Analyst™ and highlighted the following findings:

Definition of Primary Market Area {(PMA): “For this analysis we utilized a ‘primary market area’
comprising a 294.88 square mile Trade Area encompassing a portion of County of Hidalgo. The following
roads exemplhify the maior boundaries of the trade area.” (p. 3).

Population: The estimated 2000 population of the primary market area was 182,372 and 1s expected to
increase by 26% to approximately 229,789 by 2008. Within the primary market area there were estimated to
be 54,521 households in 2003,

Total Primary Market Demand for Rental Units: The Market Analyst calculated a total demand of 6,297
qualified househoids m the PMA, based on the current estimate of 49,098 households, the projected annual
growth rate of 4%, renter households estimated at 23.5% of the population, income-qualified households
estimated at 40.3%, and an annual renter turnover rate of 64.7 %. (p. 46). The Market Analyst used an
income band of $5,000 to $29,999.

ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter

Type of Demand Units of %o of Total Units of % of Total

Demand Demand Demand Demand
Household Growth 283 4.5% 159 4%
Resident Turnover 5976 94.9% 3,466 96%
Other Sources: pent-up demand 38 0.6% N/A Yo
TOTAL ANNUAL DEMAND 6,297 100% 3,625 100%
Ref: p. 46

Inclusive Capfure Rate:

The Market Analyst calculated an inclusive capture rate of 1.72% based upot: 6,297 units of demand and 108
unstabilized affordable housing in the PMA (including the subject) (p. 47). The Underwriter calculated an
inclusive capture rate of 13% based upon a revised supply of unstabilized comparable affordable units of 472
divided by a revised demand of 3,625. The Underwriter included all three proposed comparables in the
unstabilized supply calculation, Los Milagros (128 affordable 160 total units), Casa Korima (156 affordable
196 total units), and Harvest Apartments (80 affordable 100 total units).

Market Rent Comparables: The Market Analyst surveyed five comparable apartment projects totaling 973
units 1 the market area. “These projects were built primarily during the mid 1990°s and early 2000°s.” {p.
106)

RENT ANALYSIS (net tenant-paid rents)
Unit Type (Y% AMI) Proposed Program Max Differential Est. Market Differential
2-Bedroom (30%) 8212 $212 30 3860 -$648
2-Bedroom (40%) $308 $308 $0 $860 -$552
3-Bedroom (40%) $352 $352 30 $940 -$588
3-Bedroom (50%) 3462 $462 $0 $940 -$478
3-Bedroom (60%) $572 §572 $0 $940 -$368
3-Bedroom (MR) $629 N/A - $940 -$311
4-Bedroom (46%) 3389 3389 30 $1,000 -5611
4-Bedroom (50%) §512 3512 30 $1,000 -$488
4-Bedroom (60%) $635 $635 $0 $1,000 -$365
4-Bedroom (MR) $699 N/A - 51,000 -3301

(NOTE: Differentials are amount of difference between proposed rents and program limits and average market rents, e.g., proposed rent =$500,
program max =3600, differential = -5100)

Primary Market Occupancy Rates: “La Estancia was the last affordable project to complete its lease-up.

4
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The property manager reports that they achieved 90% occupancy in February 2003, And while this falls
within the prior 12 months of this study, it would not need to be included according to the application
deadline of March 2, 2004. Thus, we do not include La Estancia in the capture rate calculation.” (p. 8, 47)

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. 81).

Known Planned Development: The Market Analyst identified two existing developments a Las Brisas a
seniors development approved last year and La Estancia a 2001 development that has already reached
stabilized occupancy. There were six proposed HTC transaction in the PMA which were not included in the
market study. Of the six only three remain active as of the date of this report and the Underwriter has
included all three in the inclusive capture rate calculation above.

Effect on Existing Housing Stock: “The current supply of affordable housing in this market is less than
demand.” (p. 81) The subject should not have a detrimental effect on any existing projects, as occupancies
are strong throughout Hidalgo County, and especially at quality affordable housing communities.” (p. 82).

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

OPERATING PROFORMA ANALYSIS

Income: The Applicant’s rent projections are the maximum rents allowed under HTC gu:delmes and are
achievable according to the Market Analyst. The Applicant stated that tenants will pay water and sewer in
this project, and rents and expenses were calculated accordingly. The Applicant does plan to pay trash
expense. Estimates of secondary income and vacancy and collection losses are in line with TDHCA
underwriting guidelines. As a result, the Applicant’s effective gross income estimate is the same as the
Underwriter’s estimate {with only minor rounding variances).

Expenses: The Applicant’s total expense estimate of $3,672 per unit are 7% higher than the Underwriter’s
database-derived estimate of $3,444 per unit for comparably-sized developments. The Applicant’s budget
shows several line item estimates that deviate significantly when compared to the database averages,
particularly: repairs and maintenance ($10X higher), utilities (39K lower), and property tax ($23K higher). It
should be noted that the units may have slightly higher than normal property taxes as a result of being all
detached single family units.

Conelusion: The Applicant’s estimated operating expense is inconsistent with the Underwriter’s
expectations, and the Applicant’s net operating income (NOI) estimate is not within 5% of the Underwriter’s
estimate. Therefore, the Underwriter’s NOI will be used io evaluate debt service capacity. 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 at a debt coverage ratio hat is within the TDHCA
underwriting guidelines of 1.10 to 1.30,

-------- TACQUISTTON Y

ASSESSED VALUE

Land: 28.19 acres §270,092 Assessment for the Year of: 2003
Building: 50 X;}mm“ Tax Assessor- City of Donna
Total Assessed Values $270,092 Tax Rate: 2.98843
EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Unimproved Commercial Property Contract/ Extension/ Settlement Statement
Contract Expiration Date: / / Anticipated Closing Date: 4/ 15/ 2004

PP Other The site control document has subsequently been
Acquisition Cost: §440,000 Terms/Conditions: extended twice and closed on June 18, 2004
Selter:  Hidalgo County Development Authority Related to Development Team Member:  No




 CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Valne: The site cost is $440,000 ($0.36/8F, $15,608/acre, or $3 667/umt) The acquisition price
is assumed to be reasonable since the acquisition is an arm’s-length transaction.

Off-Site Costs: The site plan reflects three mterior streets providing access to each lot and a fence
surrounding the entire property, but no limited access gate. Therefore it is difficult to determine if the streets
will be private or will be dedicated to the city. To the extent that any of the streets or utility lines are
dedicated to the city or county they would be considered offsite costs and should be excluded from eligible
basis. The Applicant has claimed no offsite costs and the street infrastructure is not in place today. It would
also appear that the site work costs contemplated below include the cost of the interior drives and utilities.
Any change in these assumptions would result in a reduction of eligible basis and credits.

Sitework Cost: The Applicant claimed sitework costs of $7,500 per unit at the maximum amount allowed
without additional documentation. While it is likely that sitework costs will exceed this amount or that off-
site costs will ultimately exist, the Applicant 15 claiming amounts within the departments tolerance limits at
this time.

Direct Construction Cost: The Applicant’s direct construction cost estimate is $142K or 2% higher than the
Underwriter’s Marshall & Swift Residential Cost Handbook-derived estimate, and is therefore regarded as
reasonable as submitted.

Fees: The Applicant’s contractor’s and developer’s 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 estimate is within 5% of the Underwriter’s verifiable
estimate and is therefore generally acceptable. Since the Underwriter has been able to verify the Applicant’s
projected costs to a reasonable margin, the Applicant’s total cost breakdown is used to calculate eligible basis
and determine the HTC allocation. As a result, an eligible basis of $1,2136,921 is used to determine a credit
allocation of $1,157,136 from this method. This is more than the requested amount of $1,152,552, and
therefore the latter will be used. The resulting syndication proceeds will be used to compare to the gap of
need using the Applicant’s costs to determine the recommended credit amount.

INTERIM CONSTRUCT!ON F!NANC!NG/ PERMANENT FENANCiNG

Source:  PNC Multifamily Capital Contact:  Robert Courtney
Principal Amowunt (Interim Facility): $4,234,756 Interest Rate: 7%
Principal Amount (Pernanent Facility): 53,324,331 Interest Rate: 7%

The Interim Principal amount will be drawn down to the Permanent Principal amount during

Additiona] Information: . .
the two-year construction period.

Amortization: 30 yrs  Term: 18 yIS Commitment: [ | LOI Bd  Fim [ Conditional

Annual Payment (Permanent): $365,402  Lien Priority: 1 Commitment Date 2/ 19/ 2004
GRANT
Source:  City of Donna Contact:  Juan Ortiz
Principal Amount:  $30,000 Commitment: 1 LO1 el Firm ] Conditional
Additional Must have 4 units restricted at 30% of AMGI  Commitment Date 2/ 18/ 2004
Information:
TAX CREDIT SYNDICATION
Souwrce:  PNC Multifarnily Capital Contact: Robert Courtney
Address: 500 W. Jefferson Street, Suite 400 City: Louisville
State: KY Zip: 40202 Phone: {502) 581-3260 Fax: {(502) S81-3209




Net Proceeds: $9,104,450 Net Syndication Rate (per $1.00 of 10-yr LIATC) 79¢

Commitment [] Lot ] Firm [ cConditional  Date: 2 18/ 2004
APPLICANT EQUITY
Amount:  5318,275 Source: Deferred Developer Fee

FINANCING STRUCTURE ANALYSIS

Interim to Permanent Financing: The permanent financing commitment is consistent with the terms
reflected in the scurces and uses of funds listed in the application. The Applicant has also provided
confirmation of an additional deep rent targeted leveraging subsidy.

HTC Syndication: The tax credit syndication commitment is consistent with the terms reflected in the
sources and uses of funds listed in the application.

Deferred Developer’s Fees: The Applicant’s proposed deferred developer’s fees of $318,275 amount to
20% of the total tees.

Financing Conclusions: Based on the Applicant’s request being less than the credit estimate from eligible
basis, the HTC allocation should not exceed $1,152,552 annually for ten years, resulting in syndication
proceeds of approximately $9,104,250. The underwriting analysis, confirms the Applicant’s anticipated
deferred developer fee which should be repayable from cash flow within five years. Shouid the Applicant’s
final direct construction cost exceed the cost estimate used fo determine credits in this analysis, additional
deferred developer’s fec may be available to fund those development cost overruns,

. DEVELOPMENTTEAM

IDENTITIES of INTEREST

The Applicant, General Partner, and Developer firm are all related entities. These are common relationships
for HTC-funded developments.

APPLICANT'S/PRINCIPALS' FINANCIAL RIGHLIGHTS, BACKGROUND, and EXPERIENCE

Financial Highlights:

o The Applicant and General Partner are single-purpose entities created for the purpose of receiving
assistance from TDHCA and therefore have no material financial statements.

e (o-General Partner, Kegley Inc., submitted an (unaudited} financial statement as of June 30, 2003,
reporting total assets of $637K and consisting of $68K in cash, $469 in receivables, $0 in stocks and
securities, $185K in real property, $23K in machinery, equipment, and fixtures, and $98K in partnership
interests. Lizbilities totaled $478K, resulting in a net worth of $119K.

s  (Co-General Partner, CDHM Group GP LLC, did not submit a financial statement as of July 135, 2004,

¢ Kenneth R. Bray is a Co-General Partner. Michael Hartman and Donald Pace are principals/ members of
CDHM, Group GP, LLC, and Anita Kegley is a principal of the other Co-General Partners.

e Potential guarantars of the development are not specified at this time.

Backeround & Kxperience:

s The Applicant {s a new entity formed for the purpose of developing the project.

Multifamily Production Finance Staff have verified that the contractor has met the Department’s experience

requirements and Portfolic Management and Compliance staff will ensure that the proposed owners have an

acceptable record of previous participation.

sU

¢ are more than 5% ouiside of the

¢ The Applicant’s estimated operating exp
Underwriter’s verifiable range(s).

Underwriter: Date: July 14, 2004
Phillip Drake
Director of Real Estate Analysis: Date: July 14, 2004

Tom Gourls




MULTIEZ

 COMPARATI

A

SIS

pts., Donna, 8% HTC, 04226

Arbor Cove A,

Typo of Uit Nambor Bodrooms | No. of Hatha Stzd I GF Gros3Roni Lant. Nt FRorit per Urit ﬁWan h oo por SF ot Ba UOT Trash Ony
_ TC30% 4 2 2 980 5286 $212 $848 5022 $74.35 $5.00
LTcaow | 2 2 2 280 382‘ 308 818 0.31 74.35 6.00

TG 40% 5 3 2 1.240 4;31. 352 e 1,750 T 0.28 89.10 8.00
TS 50% 4 3 2 e |58 482 8,468 037 8810 8o0 .
TC 50% 32 3 2 1,240 661 572 18,304 0.48 83.10 600
________ MKT B 3 2 1,240 629 62 3774 051 82.10 600
TC 40% 5 e « 2 1,380 452 389 1,845 0.29 103.ﬁ0 6.00
L TCE0% 4 2 1,380 615 512 7,188 103.00 6.00
rceme 1 4 2 1,360 738 65 20,320 ‘ 10300 500
L 4 2 1260 889 899, Al p. 08 10300y 800
TOTAL:! 1280 1,284 5830 $545 $65,397 $0.42 $94.97 $6.00
INCOME Total Met Rentable So Fr. 154 0802{_! % TOHCA APPLICANT Camptrolier's Region 11
POTENTIAL GROSS RENT e $784.764 $784,764 IREM Region
Secondary income Par Unit Par Mont: $15.00 21,600 21,600 $15.00 Per il Per Manth
Other Support income: (describa) ]
POTENTIAL GROSS INCOME $806,364 $806,364
Vacancy & Collection Loss % of Potential Gross Income: -1 50% (83 ATT) (60,488) T 50% of Potential Gross Rent
Employee or Other Non-Renta! Units or Concessions ]
EFFECTIVE GROSS INCOME $745.887 $745,884
EXPENSES % OF Gl EER UMIT PER 8Q FT PER.SLET. PER LMT % Cf EG1

General & Administrative £ET% s302 54 o024 4% $36,295 $33,300 50.22 5278 £.46%

Management 5.00% 341 024 37,204 37,294 0.24 311 5.00%

Payroll & Payroll Tax 12.40% 762 LA 0.8 20,219 93,500 0.1 780 12.55%

Repairs & Maintenance a.67% 415 0.32 48,741 80,000 .58 500 B.04%

Utilities 2.55% 181 013 L . 16,800 007 a0 1.45%

Water, Sewer, & Tragh 2.42% 150 5% o482 18,059 20,520 013 171 2.75%

Property Insurance 4.84% 301 023 38,077 36,000 023 300 4.83%

Property Tax 2.98843 H.54% 147 056 86,0687 108,960 071 908 14.61%

Reserve for Replacements 3.22% 200 0.16 24 000 24000 8.15 200 3.22%

Cther Expenses: 2147% 135 4 ke a1t 16,200 """ 16200 0.11 435 217%
TOTAL EXPENSES 55.41% $3,444 $2.58 $413, 264 $440 674 $2.88 $3,872 59.08%
NET OPERATING INC 44.59% s2.772 $2.16 3332623 $205,210 $188 £2,543 40.92%
DEBT SERVICE
First Lien Mortgage 35.58% $2.212 §1.72 $265,402 $265,402 $1.72 32,212 3558%
Loca Grant 0.00% 0 $0.00 o A $0.00 $0 0.00%
Local Grant 0.00% 30 $0.06 +] $0.00 $0 8.06%
NET CASH FLOW 9.01% 3560 §0.44 $67,221 $38,808 $0.26 $332 5,34%

AGGREGATE DEBT COVERAGE RATIO 1.25 1.15
RECOMMENDED DERT COVERAGE RATIO
CONSTRUCTION COSY
Description Factop Y% ol TOTAL FERUNT, FER BOFET TRHCA APPLICANT PER SO FT. PER LT % ol TOTAL
Acquisition Cast (site or sldg 34TY% $3,667 §2.86 $440,000 $440,000 §2.86 43,667 344%
Off-Sites 0.05% o 8.00 0 e 0.0¢ o 0.00%
Sitework 7A0% 7,500 5.84 900 000 900,000 504 7.500 7.03%
Direct Construction 56.14% 59,286 48.17 7,114,533 7,267 000 4710 80475 56.71%
Contingency 3.05% 183% 2,039 158 244710 244 740 1,59 2,039 .91%
General Req'ts 5.00% 3.76% 4,007 342 486,872 489,420 3.18 4,079 3.82%
Contractor's G & A 2.60% 1.26% 1338 1.04 160,291 163,140 1.06 1,360 127%
Caontractor's Profit 6.00% 375% 4,807 3.12 480,872 469,420 3.18 1078 3.82%
Indirect Gonstruction 4.78% 5,048 3.93 605,750 605,750 3.93 5,048 4.73%
ineligible Costs 8.96% 1,631 0.80 123,745 123,745 .80 1,031 0.57%
Developer's G & A 5.B8% 3.18% 3,363 262 403 554 420,418 2.73 3,503 3.20%
Devetoper's Profit $1.12% 9.12% 9,635 7.50 1,156,144 1,166,144 7.50 9,635 9.063%
Interim Financing 3.24% 3426 467 410,861 410,861 3,426 3.21%
Reserves 1.18% 1,252 0.98 150,203 96,150 801 0.75%
TOTAL COST 00.00% $105.598 $82.24 $12,671,725 $12,766,856 $106,840 100.00%
Recap-Hard Consiruction Cosis 74.07% 578477 §60.59 $9,381,278 $8.543,690 $79,531 74.58%
SOURCES OF FUNDS
First Lien Mortgage 26.23% 427,703 §2158 53,324,331 $3,324,331 Developer Fee Available
Local Grant 0.3%% 8417 5032 50,000 50,000 $1,559,608
HTC Syndication Praceeds 74.65% $75 863 $59.09 9,104,250 9,104,250 % of Dev. Fee Deferred
Deferred Developer Fees 2.51% $2,652 $2.07 318,275 318275 20%
Additional {excess) Funds Required  -0.68% {81,043) (50.81) (1285,131) 1] 18-Yr Cumudative Cash Flow
TOTAL SOURCES 512,671,725 $12,796,856 $1,637,878.03
TC8heat Varsion Diate 5103 Fage 1 24226 Arhor Cove,xls Print DateT/20/ 2004 835 AM



MULTIFAMILY - COMPARATIVE ANALY SIS continuea)
Arbor Cove Apts., Donna, 9% HTC, 04226

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
Residential Cost Handbook
Average Quality Single Family Residence Bask Primary §3,324,332 Amort 350
| GATEGORY EACEOR | UNITSISG FT PERSE AMCUNT Int Rate 7.00% DCR 1.25
JBase Cost i 83.57 $9,795, 168
Adjustments Secondary At
Exterins Wa Finish L $0.00 $0 int Rate ¢.00% Subtolel DGK 425
Eidery/8.Ft, Cefings 0.00 2
Roofing 0.00 G Additichal Amort
Subfloor {2.04) {314,323} It Rate Agiregats DOR .25
Floor Cover & ; 3 2.59 399,067
Porches/Balconies 516,08 3,630 0.38 58,262 RECOMMENDED FINANCING STRUCTURE:
Plumblng 5848 o 0.00 1]
Built-In Appii o 1.83 282,000 Primary Debt Service $265,402
Stairs/Fireplaces 0.00 0 Secondary Debt Service o 0
Floor insufation : ' ©.00 0 Additioral Debt Service &
Heating/Cooling i 181 242,069 NET CASH FLOW $67,221
Garages/Carpans 51979 36,950 4.75 731,438
Comm 8/0f Aux Bldgs SH2.81 3,308 1.35 Primary $3324,331 Amnort 380
Subdivision Discount 10.00% {6.36) (979,517 int Rate 7.00% DCR 1.5
susTaTAL 6788 | 10427433
Current Cast Muttiplier +.03 203 312,823 Secondary $0 Amart 0
Local Multipher wal {17 .85) (1987217 It Rate 0.00% Subtolsl DGR 125
TOTAL IRECT CONSTRUCTION COSTS $56.85 $8,750,044
Plans, specs, survy, bld prmi] & $32.22) (8341 60%Y Additional %0 Amart 3
Interim Cnnsm;ciion interast 13RE < [VERAEY Init Rate 4,00% Aggragate DOR 1,25
Contracior's OH & Profit 19.80% : {£.54) (1,007,260}
NET DIRECT CONSTRUCTION COSTS 54617 $7,114,633

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE

INGOME et 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT 784,784 $808,307 $£832.556 $857.533 $883.259 $1,023,930 $1,187.026 $1,376,088 $1,845,348
Secondary nceme 21,600 22,248 22815 23,603 24311 28,183 32,672 37,876 50,802
Other Support lacome: {describe 0 o 9 G ] ] [ o 0
POTENTIAL GROBS INCOME BOG, 364 830,555 855,472 881,136 Q07570 1062122 1,219,808 1,413,964 1,900,250
Vacancy & Gollection bess {60, (62,282 {64,160} {66,085} {858,068) (78,809} {81,477 (10B.047) (142 514)
Empleyes or Cthar Non-Fental | 0 4] 0 & 4] ] 0 0 Q
EFFECTIVE GROSS INCOME $745 887 £768,263 §781,311 $815,051 $839,502 $973,213 $1,128,221 $1.307,917 $1,757,724
EXPENSES at 4.00%
Generet & Administrative $36,295 $arTa¥ $39,286 $40,827 $42.460 $61,65¢ $62,851 §76,468 $113,1%1
tdanagement 37,294 38413 39,868 40,753 41975 48,661 56411 55,396 &7.887
Payrall B Payroll Tax 40,219 93,628 o7 581 101,464 105,543 28410 156,230 190,078 281,361
Repalts & Mainlenance 43741 51731 53,800 56,852 68,190 70,757 86,135 104,797 158,128
Utilities 19,313 20,088 20,888 21,724 22503 27.408 33,444 40,689 60,230
Water, Sewer & Trash 18,059 18,781 19,532 20,314 21,126 25,703 127z 38,047 56,319
Insurance 36.077 37520 30,020 40,681 42,204 51,348 62473 76,608 112510
Properfy Tax 86,087 88,506 83,0680 96,813 100,686 122,500 148,040 181,330 268412
Reserva for Replacemen ls 24,000 24 9680 25650 28.897 28077 34,158 41,560 50,664 74,848
Othar 16,200 16,848 17,522 18,223 18,852 23,058 28,853 34,131 50,522
TOTAL EXPENSES 413,084 $420,421 5446214 $463,667 §$481,805 $583, 783 $707,469 857 507 $1,280,404
HET OPERATING INCOME 8322 823 $338,842 $345 097 5351,383 $357 808 $389,430 B420,752 $450,410 $497 328
DEBT SERVIGE
Flest Lisn Financing §268 402 8265402 $265,402 $265,402 $265,402 $265,402 §285,402 $265,402 $265,402
Second Lien 4] a o [} 0 ] 0 G [
Cther Flnancing Q 0 3 4] 4] Q o Q 4]
NET CASH FLOW 587224 573,440 576,695 $85,881 $892,283 §124,028 $158,250 $185,008 $231824
DEBT COVERAGE RATIQ 1.25 128 $.30 1.32 1.38 147 159 170 187

TCBheet Versian Date 81,03 Page 2 4226 Arbor Cove.xis Print Gate7r20/ 2004 8:33 AM



CHHTC Allocation Cale

Reguested Credits $1,152,552

Syndication Proceeds

Gap of Syndication Proceeds Needed
Credit Amount

$9,104,250

$9,422,525
$1,192,844

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
{1} Acquisition Cost
Purchase of land [ s440,000 | $440,000
Purchase of buildings
{2} Rehabilitation/New Construction Cost
~ Onsitework $400,000 $900,000 $600,000 f $900,000
Off-site improvements R LR
{3) Construction Hard Costs
| New structuresirehabilitation hard costs | $7,257,000 |  §7,114,533 | $7,257,000 | $7,114,533
{4) Contractor Fees & General Requirements
Contractor overhead $163,140 $160,201 _$163,140 $160,291
Contracior profit §489,420 $480,872 $489,420 $480,872
General requirements $489,420 $480,872 $489,420 $480,872
{5} Contingencies $244,710 5244710 $244 710 244,710
{6) Eligibie Indirect Fees $605,750 $605,750 $605,750 $605,750
(7) Bligible Financing Fees $410,96% $410.961 $410,961 $410,961
{8) All Ineligible Costs $123,745 $123745 |1 i a R
(9] Developer Fees
_ Developer overhead $420,416 $403,554 $420,416 $403,554
Developer fee $1,156,144 $1,158,144 $1,1566,144 $1,156,144
{10} Development Reserves $96,150 $180,203 [Ginmrinn e pn e
TOTAL DEVELOPMENT COSTS $12,796,856 $12,671,725 $12,136,261 i $11,057,688
Deduct from Basis:
Alt grant preceeds used to finance costs in eligible basis
B.MR. loans used o finance cost in eligivle basis
Non-gqualified non-recourse financing
Non-quaiified porfion of higher quality units [42{d}(3}]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS 512,136,961 $11,957 688
High Cest Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $15,778,049 $15,544,994
Applicable Fraction 89.88% 89.88%,
TOTAL QUALIFIED BASIS $14,180,583 $13,971,124
Applicable Percentage 8.16% 8.16%
TOTAL AMOUNT OF TAX CREDITS $1,157,136 $1,140,044
Syndication Proceeds 0.7898 $9,140,457 $9,005,445
Total Credits {(Eligible Basis Method) $1,157,136 $1,140,044
Syndication Proceeds $9,140,457 $9,005,445
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04036 Villa Del Sol
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VDS Housing, Ltd.
August 9, 2004
VIA FACSIMILE
Ms. Edwina Carrington
Executive Director
Texas Department of Housing and Community Affairs
507 Sabine
Austin, TX 78741 HECE'VED
RE: 2004 HTC Application for Villa Del Sol AUG 0 9 2g 04
TDHCA #04036
LIHTC

Dear Ms. Carrington:

We appreciate the staff and the Board of Directors decision to recommend an allocation of tax
credits for this important project. However, we are concerned about the following underwriting
conditions noted in the Underwriting Report that was posted on the Department’s Web Site on
August 2:

Condition #4- Receipt review and acceptance prior to Board approval of the final allocation
amount of clarification of the proposed sitework costs and accessory building costs including a
delineation of same on the site plan and review by the PCA provider and potential increase m the
recommended credit if justified. ' :

Condition #5- Receipt, review, and acceptance prior to Board approval of the final allocation
amount of a revised PCA showing expected repairs thronghout the whole regulatory period.

Condition #6- Receipt, review and acceptance prior 0 Board approval of the final allocation
amount of documentation reflecting the revised acquisition financing strategy and/or sales
contract and subsequent revisions to the eligible basis and recommended tax credits if necessary.

While we believe that we can satisfy underwriting staff regarding these conditions, the
information necessary to provide complete information for each of these items requires input
from the PCA provider, the contractor, architect, lender, CPA, and a tax aftorney. Per our
conversation with the underwriting staff today, they need all of this information by tomorrow at
5-00 P.M. in order to complete the Board book for the August 19 Board meeting.

Therefore, we have no alternative but to appeal the above listed Conditions #4, #5, #6 of the
underwriting report in order to have sufficient time to complete our response that includes input
from third party consultants. It is unreasonable to require a comprehensive response to these
items in six working days. We were notified that the underwriting report was posted on the
TDHCA Web Site on Monday, August 2, 2004 in the afternoon and since then we have been
working with our consultants to compile the information necessary for a comprehensive response.



08/09/2004 16:59 FAX 512 328 0491 - TEKOA dooz

We respectfully request that the time to resolve these three conditions be extended to the deadline
for the return of the commitment notice and commitment fees. Thank you for your consideration.

Sincere

William C. Skeen

oc: Remberto Aricaga
Cynthia Bast
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LOCKE LLIDDELL & SAPP 11p

ATTORNEYS & COUNSELORS

100 CONGRESS AVENUE (512} 305-4700
Suite 300 Fax: (512} 305-4800
Austin, Texas 78701-4042 AUSTIN ® DALLAS o HoOUusTON ® NEW ORLEANS www Jackeliddell.com

k Direct Number: (512) 305-4707
email: chast@lockeliddeli.com

Tuly 27, 2004

Ms. Edwina Carrington

Texas Department of Housing and Community Affairs
507 Sabine

Suite 400

Austin, Texas 78701

Re:  Baybrook Park Retirement Center (the "Project"”)
TDHCA No. 04079

Dear Ms. Carrington:

We represent Baybrook Park Retirement Center, Ltd. (the "Applicant"). The Applicant
appeals the Underwriting Department's determination that the recommended amount of credits to
be allocated to the Applicant should be reduced. The Applicant applied for $450,043 per year in
tax credits, and the Underwriting Department is recommending $412,739 in tax credits. This
recommendation was made in the Board Book posted on July 21, 2004, so this appeal is timely
filed.

If you deny this appeal or are unable to respond to this appeal prior to the July 28, 2004
Board meeting, the Applicant requests an opportunity to have this appeal heard by the Board at
the July 28, 2004 Board meeting.

The Underwriting Department reduced the credit amount for two reasons, both of which
are addressed below.

Basis Issue and HOME Funds

The Applicant chose to take points for providing units to tenants at 30% AMFI or lower
and, thus, third party funding to support the low income targeting was required by the QAP. The
required funding was obtained through the Harris County Community and Economic
Development Department ("HCCEDD"). HCCEDD agreed to grant funds in the amount of
$859,000 (the "Grant Funds") to the Harris County Housing Authority (the "Housing
Authority"). These Grant Funds come to HCCEDD from the HOME program. The Housing
Authority then agreed to set aside a portion of the Grant Funds for HCHA Baybrook Park, LLC,
its wholly-owned subsidiary and the sole general partner of the Applicant (the "General
Partner”). The General Partner will provide $112,500 of funding to the Applicant from these

AUSTIN:053195/00002:300415v2



Ms. Edwina Carrington
July 27, 2004
Page 2

Grant Funds, either as equity or in a manner that will avoid a Below Market Federal Funds
adjustment.

Because the funds to be provided by the General Partner to the Applicant are HOME
funds, the Underwriting Department deemed these funds to be Below Market Federal Funds and
deducted the sum of $112,500 from eligible basis, thus reducing the recommended tax credit
allocation. We believe this action is contrary to the information provided by the Applicant to the
Department. The Applicant has advised the Department that the General Partner intends to work
with its tax counsel and accountants to structure the financing in such a manner that it will not
qualify as Below Market Federal Funds and will not be excludable from eligible basis. One
possibility for this structuring is to have the financing used for the land acquisition. An
employee of HCCEDD that specializes in the HOME funds area provided a leiter to the
Department that this could be a feasible solution for ensuring that the eligible basis of the Project
would not be affected. (See Exhibit B)

In the Underwriting Analysis, the Department states:

Although the Housing Authority has indicated the funds should be treated as an
equity contribution which will be used to purchase the land, this underwriting
analysis will treat the source of permanent financing as below market federal
funds . . . . The amount being reduced from basis in this analysis would still allow
the HCHA to purchase the entire site and lease it back to the Applicant. Such a
transaction could remove the federal below market rate taint from the HOME
funds.

The Applicant does not understand why the Department acknowledges that the Applicant intends
apply the funds to land acquisition, if possible, and further acknowledges that using the funds in
such manner could eliminate the Below Market Federal Funds taint, but still reduces the eligible
basis.

The Department further claims that "the Applicant has not provided documentation such
as revised site control and lease to reflect how the transaction will be structured to avoid a
reduction in eligible basis. Therefore, the Underwriter has treated the contribution as below
market federal funds." Yet, one of the documents provided by the Applicant was a letter to the
Harris County Appraisal District, explaining exactly how the ground Jease arrangement would
work. (See Exhibit C)

Given that the Department has received correspondence from all parties involved,
indicating their intent to structure the receipt of the funding in such a manner that it does not
affect the eligible basis, the Applicant believes the Department should accept those assertions.
We all know that these transactions require work and structuring, once the various pieces are in
place. Equity providers and lenders have input as to structuring. For the Department to second-
guess the structuring at this point is premature.

The Applicant requests that the $112,500 of funding from the General Partner be
included in eligible basis and the tax credit calculation. Then, if the Applicant does not properly

AUSTIN:053195/00002:300415v2



Ms. Edwina Carrington
July 27, 2004
Page 3

structure the receipt of these funds, the Department can decrease the tax credits available to the
Project at the time of cost certification. The Applicant does not intend to violate the Below
Market Federal Funds rules, has not violated the Below Market Federal Funds rules, and should
not be penalized by a reduction in credits at this stage of the process.

Construction Costs Issue

In Section 50.9(g)}(7) of the QAP, the Department allows an applicant to receive up to 9
points for a qualified elderly project having a construction budget that does not exceed $73 per
square foot. The Applicant took these points, based on the direction of the QAP. The
Applicant's total costs were $70.57 per square foot. Yet, the Underwriting Department claims
that the Applicant's construction budget exceeds the Marshall & Swift guidelines by more than
5% and therefore excluded a portion of the Applicant's construction budget from eligible basis.
The Marshall & Swift guidelines used by the Department indicate that a cost per square foot of
only $65.30 is appropriate. The Applicant does not understand how the QAP can encourage
developers to use $73 per square foot as a benchmark but then the Underwriting Department can
say that this benchmark is inconsistent with the Marshall & Swift guidelines. This position is
inconsistent.

Further, Section 1.32(e)(4){A) of the Department's Underwriting Guidelines states:

Whernever the Applicant's estimate is more than five percent greater or less than
the Underwriter's Marshall and Swift based estimate, the Underwriter will attempt
to reconcile this concern and ultimately identify this as a cost concern in the
Report.

The Underwriting Guidelines do not state, here, that the Applicant's eligible basis should be
reduced. However, the Guidelines do state that the Underwriter will attempt to reconcile the
concern. Despite this directive, the Department did not contact the Applicant to attempt to make
reconciliation nor did the Department issue any administrative deficiency notice requesting
additional information. The Applicant only became aware of the issue when the Department
published and the Applicant reviewed the Underwriting Report, which contained a
recommendation for a lower tax credit amount.

As we all know, Marshall & Swift is a guide to construction costs. Yet costs for
construction during the past years have incurred double digit increases that have not slowed. Itis
unlikely that Marshall & Swift is keeping up with these increases; and clearly it does not reflect
the increases expected over the next 9-11 months before construction of the Project commences.

The Applicant faces some extraordinary costs due to local code requirements that might
not be included in the Marshall & Swift guide. For instance, the Applicant's four-story mid-rise
building must meet additional fire requirements as compared to a two-story garden building.
This includes a sprinkling system costing approximately $1.25 per square for (368,837 total for
the 55,070 square feet of sprinkled area). City code requires the Applicant to use brick or stucco
for at least 50% of the exterior, as compared to cementious board, which is a lower-cost maierial.
This adds another $3.75 per square foot ($37,500 total for the 10,000 square foot area). Two

AUSTIN:Q53195/00002:300415v2



Ms. Edwina Carrington
July 27, 2004
Page 4

elevators will be required, and only one was included in the underwriting costs. This adds
$45,000 to the budget. Social service furnishings and other tax credit amenities are also not
included in the Marshall & Swift guide. The items described above, alone, add over $151,000 of
costs to the Project's budget and bring the budget to within 5% of the Marshall & Swift
guidelines. Thus, no_adjustments to the credit calculation should be made. These are all
legitimate costs, required for this development.

Further, the Applicant's construction costs, as submitted in the original -application
resulted in the second lowest credit request per residential unit for all of the applications
currently recommended in Region 6. The Applicant's credit request is clearly not excessive,
particularly given the costs unique to this development described above.

Taking into consideration the extraordinary costs described above, the Applicant's total
construction costs are within 5% of the Marshall & Swift guidelines. Therefore, the Applicant
requests that the Department include all of the construction costs originally requested in eligible
basis for purposes of the tax credit calculation. This would result in $385,076 of additional
construction costs and related fees being included in eligible basis.

Finally, it should be noted that the Department accepts deviations from Marshall & Swift
all the way up to 4.99%. If the Department is not willing to consider the unique costs associated
with this Project as requested above and include the total construction costs and related fees in
cligible basis then, at the very least, and as a matter of equality with other applications, the
Applicant requests that an amount equal to 4.99% of the Marshall & Swift recommended costs
for this Project be included in eligible basis, which would be $180,569 of construction costs plus
related fees for a total of $236,726.

Supporting Materials
Supportive materials for this appeal are attached as follows:
Exhibit A - Excerpts from Underwriting Report

Exhibit B - Letters from HCCEDD and Harris County Housing Authority regarding
proposed financing

Exhibit C -- Letter from Harris County Housing Authority regarding ground lease
structure

Request

The Applicant respectfully requests that: (1) the $112,500 for funding from HCCEDD be
included in eligible basis and (2) $385,076 for construction costs and related fees be included in
eligible basis so that the Project receive a commitment of tax credit funding in the amount of
$450,043 per year, as originally requested, and that the determination of the Underwriting
Department be overruled.

AUSTIN:053195/00002:300415v2



Ms. Edwina Carrington
July 27, 2004
Page 5

Thank you for your consideration.

Sincerely,

Cynthia L. Bast

CLB/saf

cc: Baybrook Park Retirement Center, Ltd.

AUSTIN:053195/G00062:300415v2
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AIMCO Capital

July 26, 2004

Ms. Brooke Boston

Director of Multi-Family Finance Production Division
Texas Department of Housing and Community Affairs
507 Sabine, Suite 300

Austin, Texas 78701

Subject: Copperwood Apartments
TDHCA Number: 04098
Appeal of Underwriting Criteria

Dear Ms. Boston:

We have obtained a copy of the Department’s Multifamily Underwriting Analysis of the
subject development (Exhibit A). The Analysis contains a recommendation to disallow
the portion of the developer’s fee associated with the acquisition of the existing building
and a corresponding reduction of the associated annual credits. The recommended
reduction amounts are i) Developer’s Fee from $2,484,497 to $1,072,997, and (ii) Annual
Credits from $1,057,335 to $1,006,263. The Analysis contains a statement that the
recommended reductions are based upon the TDHCA’s Underwriter’s opinion that “as an
identity of interest transaction, it is difficult to substantiate any significant developer
work associated with the acquisition portion of the transaction.”

Please consider this request to appeal the Underwriter’s recommendation of the
reductions described above, and allow us to describe the nature of the proposed
transaction and the reasons we believe the Applicant is entitled to the acquisition
developer’s fee and the associated tax credits thereon.

As a publicly-owned company listed on the New York Stock Exchange, AIMCO 1is
subject to stringent regulatory and reporting requirements. The requirements and
procedures imposed on a purchase of a property where an affiliation exists are, in fact,
more comprehensive than those imposed if AIMCO were to acquire a property from a
third-party.

TOMOA goop
@
JUL 7 & 2004
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Copperwood Apartments
Page 2

Copperwood Apartments has been owned by the same partnership entity that constructed
the property in 1980. Such entity is comprised of an AIMCO-affiliate as general partner
(with a minority interest) and numerous unaffiliated individuals and organizations that
own limited partnership interests (cumulatively representing a majority interest). An
- AIMCO affiliate will serve as the General Partner of the Buyer (the Applicant).

A sale of the property to an affiliate can only occur if majority consent of the partners of
the ownership entity is obtained. Additionally, the property must be acquired at fair
value, as determined by an independently prepared appraisal. The solicitation process is
conducted by AIMCO and may be likened to dealing with multiple sellers.

Although an affiliation exists between the Buyer and Seller, the Buyer’s efforts to acquire
the property are extensive and costly, as well as speculative based on the competitive
nature of obtaining a reservation of tax credits.

The Buyer must conduct a pre-acquisition determination of feasibility no different from
that conducted when acquiring a property from a third-party. Such procedures include all
of the same analysis and procedures as if acquiring from an unrelated seller and mnclude
the incurrence and coordination of costly third-party reports such as (i) a comprehensive
property conditions assessment, (ii) a market study analysis, (iii} a Phase I environmental
analysis, and (iv) an appraisal prepared in accordance with State Agency guidelines.
Additional pre-acquisition expenditures include legal fees, travel costs, application fees,
consulting fees, architectural drawings and other such expenditures. Additional pre-
acquisttion procedures include an analysis of the current resident profile and formulation
of a relocation plan. The speculative nature of such costs and efforts should again be
emphasized. Post-reservation efforts and expense related directly to the acquisition of the
property include the processing of various approvals of transfer and assignments with the
Department of Housing and Urban Development that are necessary prior to a transfer of
ownership.

As an “at-risk” development, property ownership has the opportunity to seek the highest
and best future use of Copperwood Apartments. As the nation’s largest owner of
affordable housing, it is AIMCO’s desire to preserve the property for long-term
affordable use utilizing the low-income housing tax credit program. The Company’s
decision to pursue such program with TDHCA was based upon (i) a similarity between
the Department and AIMCO objectives in providing a safe, secure environment for the
property’s residents, and (i) the financial incentives offered under the program that
includes the ability to recognize a development fee, as provided in the 2004 QAP for
existing developments, which is so important to the financial continuity of a publicly-
held company.
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The Department’s proposal to substantially reduce the development fee is an extremely
crucial factor in AIMCO’s determination of the property’s future use. It is, in fact, of
greater concern than the Department’s proposed reduction of annual tax credits. The
property’s development sources and 15-year operating cash flows, as reflected in the
Application, demonstrate the ability to fully pay the originally proposed developer’s fee.
A reduction of such fee, as proposed by the Department, will not affect the future cash
flow received by the developer, but will adversely impact the developer’s ability {and
incentive) to recognize such cash as a developer fee earned over the development period
(though paid over an extended period), in accordance with acceptable accounting
standards.

In summary, the Developer’s work associated with the acquisition of the subject property
is the same as if the property was acquired under a non-identity of interest transaction.
Just as TDHCA evaluates the financial feasibility of each candidate development, so does
the Developer. The recommendation to reduce the developer’s fee and annual credits has
diminished the feasibility of the transaction for the Developer and the merits of alternate
use will have to be more closely examined.

We respectfully request the Department to consider the Developer’s efforts towards the
acquisition of Copperwood Apartments as justification to entitlement of a developer’s fee
related to the acquisition and long-term preservation of such property as an affordable
asset.

Sincerely,

o o

Paul Patierno

Vice President

Tax Credit Redevelopment
Encl.

ce: Edwina P. Carrington (TDHCA)
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July 26, 2004

Ms. Brooke Boston

Director of Multi-Family Finance Production Division
Texas Department of Housing and Community Affairs
507 Sabine, Suite 300

Austin, Texas 78701

Subject: Pleasant Hill Apartments
TDHCA Number: 04101
Appeal of Underwriting Criteria

Dear Ms. Boston:

We have obtained a copy of the Department’s Multifamily Underwriting Analysis of the
subject development (ExhiBit A). The Analysis contains a recommendation to disallow
the portion of the developer’s fee associated with the acquisition of the existing building
and a corresponding reduction of the associated annual credits. The recommended
reduction amounts are i) Developer’s Fee from $759,696 to $528,846, and (ii) Annual
Credits from $493,633 to $484,888. The Analysis contains a statement that the
recommended reductions are based upon the TDHCA’s Underwriter’s opinion that ““as an
identity of interest transaction, it is difficult to substantiate any significant developer
work associated with the acquisition portion of the transaction.”

Please consider this request to appeal the Underwriter's recommendation of the
reductions described above, and allow us to describe the nature of the proposed
transaction and the reasons we believe the Applicant is entitled to the acquisition
developer’s fee and the associated tax credits thereon.

As a publicly-owned company listed on the New York Stock Exchange, AIMCO 1is
subject to stringent regulatory and reporting requirements. The requirements and
procedures imposed on a purchase of a property where an affiliation exists are, in fact,
more comprehensive than those imposed if AIMCO were to acquire a property from a
third-party.

6100 CENTER DRIVE = SUITE 800 » Los ANGELES, CA 90045 ¢ TELEPHONE (310) 258-5100 ¢ FACSIMILE (310) 258-5182
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Pleasant Hill Apartments has been owned by the same partnership entity that constructed
the property in 1980, Such entity is comprised of an AIMCO-affiliate as general partner
(with a minority interest) and numerous unaffiliated individuals and organizations that
own limited partnership interests (cumulatively representing a majority interest). An
AIMCO affiliate will serve as the General Partner of the Buyer (the Applicant).

A sale of the property to an affiliate can only occur if majority consent of the partners of
the ownership entity is obtained. Additionally, the property must be acquired at fair
value, as determined by an independently prepared appraisal. The solicitation process is
conducted by AIMCO and may be likened to dealing with multiple sellers.

Although an affiliation exists between the Buyer and Seller, the Buyer’s efforts to acquire
the property are extensive and costly, as well as speculative based on the competitive
nature of obtaining a reservation of tax credits.

The Buyer must conduct a pre-acquisition determination of feasibility no different from
that conducted when acquiring a property from a third-party. Such procedures include all
of the same analysis and procedures as if acquiring from an unrelated seller and include
the incurrence and coordination of costly third-party reports such as (i) a comprehensive
property conditions assessment, (ii) a market study analysis, (iii) a Phase I environmental
analysis, and (iv) an appraisal prepared in accordance with State Agency guidelines.
Additional pre-acquisition expenditures include legal fees, travel costs, application fees,
consulting fees, architectural drawings and other such expenditures. Additional pre-
acquisition procedures include an analysis of the current resident profile and formulation
of a relocation plan. The speculative nature of such costs and efforts should again be
emphasized. Post-reservation efforts and expense related directly to the acquisition of the
property include the processing of various approvals of transfer and assignments with the
Department of Housing and Urban Development that are necessary prior to a transfer of
ownership.

As an “at-risk” development, property ownership has the opportunity to seek the highest
and best future use of Pleasant Hill Apartments. As the nation’s largest owner of
affordable housing, it is AIMCQ’s desire to preserve the property for long-term
affordable use utilizing the low-income housing tax credit program. The Company’s
decision to pursue such program with TDHCA was based upon (i) a similarity between
the Department and AIMCO objectives in providing a safe, secure environment for the
property’s residents, and (ii) the financial incentives offered under the program that
includes the ability to recognize a development fee, as provided in the 2004 QAP for
existing developments, which is so important to the financial continuity of a publicly-
held company.
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The Department’s proposal to substantially reduce the development fee is an extremely
crucial factor in AIMCO’s determination of the property’s future use. It is, in fact, of
greater concern than the Department’s proposed reduction of annual tax credits. The
property’s development sources and 15-year operating cash flows, as reflected in the
Application, demonstrate the ability to fully pay the originally proposed developer’s fee.
A reduction of such fee, as proposed by the Department, will not affect the future cash
flow received by the developer, but will adversely impact the developer’s ability (and
incentive) to recognize such cash as a developer fee earned over the development period
(though paid over an extended period), in accordance with acceptable accounting
standards.

In summary, the Developer’s work associated with the acquisition of the subject property
is the same as if the property was acquired under a non-identity of interest transaction.
Just as TDHCA evaluates the financial feasibility of each candidate development, so does
the Developer. The recommendation to reduce the developer’s fee and annual credits has
diminished the feasibility of the transaction for the Developer and the merits of alternate
use will have to be more closely examined.

We respectfully request the Department to consider the Developer’s efforts towards the
acquisition of Pleasant Hill Apartments as justification to entitlement of a developer’s fee
related to the acquisition and long-term preservation of such property as an affordable
asset.

Sincerely,

Ul
\ew [’
Paul Patierno

Vice President
Tax Credit Redevelopment

Encl.

cc: Rdwina P. Carrington (TDHCA)
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Tuly 26, 2004

Ms. Brooke Boston

Director of Multi-Family Finance Production Division
Texas Department of Housing and Community Affairs
507 Sabine, Suite 300

Austin, Texas 78701

Subject: Whitefield Place Apartments
TDHCA Number: 04107
Appeal of Underwriting Criteria

Dear Ms. Boston;

We have obtained a copy of the Department’s Multifamily Underwriting Analysis of the
subject development (Exhibit A). The Analysis contains a recommendation to disallow
the portion of the developer’s fee associated with the acquisition of the existing building
and a cormresponding reduction of the associated annual credits. The recommended
reduction amounts are i) Developer’s Fee from $721,977 to $430,677, and (ii) Annual
Credits from $430,196 to $419,397. The Analysis confains a statement that the
recommended reductions are based upon the TDHCA’s Underwriter’s opinion that “as an
identity of interest transaction, it 1s difficult to substantiate any significant developer
work associafed with the acquisition portion of the transaction.”

Please consider this request to appeal the Underwriter’s recommendation of the
reductions described above, and allow us to describe the nature of the proposed
transaction and the reasons we believe the Applicant is entitled to the acquisition
developer’s fee and the associated tax credits thereon.

As a publicly-owned company listed on the New York Stock Exchange, AIMCO is
subject to stringent regulatory and reporting requirements. The requirements and
procedures imposed on a purchase of a property where an affiliation exists are, in fact,
more comprehensive than those imposed if AIMCO were to acquire a property from a
third-party.

6100 CeNTER DRIVE ¢ SUITE 800 * Los ANGELES, CA 90045 * TELEPHONE (310) 258-5100 * FACSIMILE (310) 258-5182
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Whitefield Place Apartments has been owned by the same partnership entity that
constructed the property in 1980. Such entity is comprised of an AIMCO-affiliate as
general partner (with a minority interest) and numerous unaffiliated individuals and
organizations that own limited partnership interests (cumulatively representing a majority
interest). An AIMCO affiliate will serve as the General Partner of the Buyer (the
Applicant).

A sale of the property to an affiliate can only occur if majority consent of the pariners of
the ownership entity is obtained. Additionally, the property must be acquired at fair
value, as determined by an independently prepared appraisal. The solicitation process is
conducted by AIMCO and may be likened to dealing with multiple sellers.

Although an affiliation exists between the Buyer and Seller, the Buyer’s efforts to acquire
the property are extensive and costly, as well as speculative based on the competitive
" nature of obtaining a reservation of tax credits.

The Buyer must conduct a pre-acquisition determination of feasibility no different from
that conducted when acquiring a property from a third-party. Such procedures inciude all
of the same analysis and procedures as if acquiring from an unrelated seller and include
the incurrence and coordination of costly third-party reports such as (i) a comprehensive
property conditions assessment, (ii) a market study analysis, (iii) a Phase I environmental
analysis, and (iv) an appraisal prepared in accordance with State Agency guidelines.
Additional pre-acquisition expenditures include legal fees, travel costs, application fees,
consulting fees, architectural drawings and other such expenditures. Additional pre-
acquisition procedures include an analysis of the current resident profile and formulation
of a relocation plan. The speculative nature of such costs and efforts should again be
emphasized. Post-reservation efforts and expense related directly to the acquisition of the
property include the processing of various approvals of transfer and assignments with the
Department of Housing and Urban Development that are necessary prior to a transfer of
ownership.

As an “at-risk” development, property ownership has the opportunity to seek the highest
and best future use of Whitefield Place Apartments. As the nation’s largest owner of
affordable housing, it is AIMCO’s desire to preserve the property for long-term
affordable use utilizing the low-income housing tax credit program. The Company’s
decision to pursue such program with TDHCA was based upon (i) a similarity between
the Department and AIMCO objectives in providing a safe, secure environment for the
property’s residents, and (ii) the financial incentives offered under the program that
includes the ability to recognize a development fee, as provided in the 2004 QAP for
existing developments, which is so important (o the financial continuity of a publicly-
held company.
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The Department’s proposal to substantially reduce the development fee is an extremely
crucial factor in AIMCO’s determination of the property’s future use. It is, in fact, of
greater concern than the Department’s proposed reduction of annual tax credits. The
property’s development sources and 15-year operating cash flows, as reflected in the
Application, demonstrate the ability to fully pay the originally proposed developer’s fee.
A reduction of such fee, as proposed by the Department, will not affect the future cash
flow received by the developer, but will adversely impact the developer’s ability {and
incentive) to recognize such cash as a developer fee earned over the development period
(though paid over an extended period), in accordance with acceptable accounting
standards.

In summary, the Developer’s work associated with the acquisition of the subject property
is the same as if the property was acquired under a non-identity of interest transaction.
Just as TDHCA evaluates the financial feasibility of each candidate development, so does
the Developer. The recommendation to reduce the developer’s fee and annual credits has
diminished the feasibility of the transaction for the Developer and the merits of alternate
use will have to be more closely examined.

We respectfully request the Department to consider the Developer’s efforts towards the
acquisition of Whitefield Place Apartments as justification to entitlement of a developer’s
fee related to the acquisition and long-term preservation of such property as an affordable
asset.

Sincerely,

?&w Q)@/

Paul Patierno

Vice President

Tax Credit Redevelopment
Encl.

ce: Edwina P. Carrington (TDHCA)






DATE: July 10, 2004 PROGRAM: 9% HTC FILE NUMBER: 04107

LOPMI

Whitefield Place Apartments

Name: AIMCO Equity Services, Inc., as Sponsor for Whitefield Place Preservation, L.P.  Type: For-profit

Address: 6100 Center Drive, Suite 800 City: Los Angeles State: CA i
Zip: 90045  Contact:  Paul Patiemo Plione: (310)  258-3100  Fax: (310} 2583177
PRINCIPALS cf the APPLICANT/ KEY PARTICIPANTS

Name: ATMCO Whitefield Place, LLC (%) 0009 Title: Managing General Partner

Name: TTCC, LLC {%%): 0.060% Title: Co-General Partner

Name: AIMCO Equity Services, Inc. (%) 100% Titke: 100% Owner of MGP/Developer
Name: Frank Fonseca (%e): 16G% Title: 100% Owner of Co-General Partner

Location: 4622 Clark Avenue Bl QCT ] ppaA

City: San Antonic County: Bexar Zip: 78223

Amount Interest Rate Amortization Term

$430,196 N/A N/A N/A
Other Requested Terms:  Annual ten-year allocation of housing tax credits
Proposed Use of Funds: Acquisition/rehab Property Type: Multifamity
Special Purpose (s At-Risk, General population

RECOMMENBATION:

-

4 RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$419,397 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

. CONDITID!

&

1.  Receipt, review, and acceptance of a commitment from the related party general contractor to defer
fees as necessary to fill a potential gap in permanent financing prior to execution of commitment;

2. Receipt, review, and acceptance of written consent to rely upon the PCA provided by Pond, Robmnson
& Associates, LP and a revision to the report to evaluate future needs for a full 30 years prior to
Carryover.

3. Receipt, review, and acceptance of an acceptable O & M plan prior to closing;

4. Receipt, review and acceptance of evidence that measures have been taken to remove the meold
contaminated drywall, and that appropriate cleaning has been completed to eliminate the problem;

5. Receipt, review, and acceptance of documentation of an mitial reserve account of at least $107,548
prior to closing; and

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.
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MULTIFAMILY UNDERWRITING ANALYSIS =

L REVIEW of PREVIOUS UNDERWRIING REPORTS o 00 i

No previous reports.

IMPROVEMENTS
Total # Rental # Common #of )
Unitss ™ Buiidings 8 Ares Bldgs = Floors = Age: 24 Vacant: ¢ w Y i 2004

Net Rentable SF: 67,344 Av Un SF: 842 Common Area SF: 2,642  Gross Bldg SF: 69,986

STRUCTURAL MATERIALS

The structure is wood frame on a concrete slab on grade. According to the plans provided in the application
the exterior is comprised as follows: 75% stucco and 25% wood siding. The interior wall surfaces are drywall
and the pitched roof is finished with asphalt composite shingles.

AFPLIANCES AND INTERIOR FEATURES

The interior flooring is a combination of carpeting & vinyl. Each unit will include: range & oven, hood &
fan, garbage disposal, dishwasher, refrigerator, fiberglass tub/shower, ceiling fans, laminated counter tops,
individual water heaters, individual heating and air conditioning.

CN-SITE AMENITIES

A 2,472-square foot community building will include an activity room, management offices, maintenance, &
laundry facilities, a kitchen, restrooms, a computer/business center, a central mailroom. The community
building, and equipped children's play area are located at the front half on the south side of the property. In
addition, perimeter fencing has been installed; however it is not known at this time if a limited access gate(s)
will be instatled.

Uncovered Parking: 123 spaces  Carports: 0 spaces  Garages: 0 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIFTION

Description: The subject is a relatively dense (14.95 units per acre) acquisition and rehabilitation
development of 80 units of affordable housing located in southeast San Antonio. The development was built
in 1980 and is comprised of 6 evenly distributed medium garden style two story walk-up residential buildings
as follows:

+ | Building Type A with 8 one-bedroom/one-bath units, 8 two-bedroom/one-bath units;

& ! Bailding Type A-1 with 8 one-bedroom/one-bath units, § twe- bedreom/one-bath units;

¢ 1 Building Type B with & three-bedroom/two-bath units;

e 1 Building Type B-1 with 8 three-bedroom/two-bath units;

¢ 1 Building Type C with 8 two- bedroom/one-bath units, 8 four-bedroom/two-bath units; and

¢ 1 Building Type D with 4 one-bedroom/one-bath units, 8 two-bedroom/one-bath units, 4 three-bedroom/
two-bath units,

Existing_Subsidies: The property currently operates under a HUD Section 8 project-based Housing
Assistance Payment (HAP) contract for all 80 units. The HAP contract was renewed on October 18, 2004 for
one year, and the Applicant intends to continue the HAP contract for all 80 units. A letter to Mr. Paul Patierno
with AIMCO Whitefield Place, LLC, from HUD’s Director, Multifamily Program Center in San Antonio
indicated that HUD would “recommend and process New Owner’s and/or the current owner’'s Whitefield
Place Limited Partnership’s anticipated request for new 20-year HAP contracts for the project, subject to
Congressional appropriations and then applicable HUD poiicy.”

Development Plan: Based on the Property Condition Assessment and Rehabilitation Evaluation report it is
estimated that the total renovation cost will be $2,334,357. This is to repair/renovate the interior of each unit,
club house, computer learning center, building exteriors, roofs, parking areas, and in compliance with the
Americans with Disabilities Act (ADA) and Fair Housing Amendments Act (FHAA). The PCA was not
directed to TDHCA and expressty limits reliance on it to AIMCO without additional written consent. Receipt,
review and acceptance of written consent from Pond, Robinson & Associates, LP, the PCA provider, to allow

2
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CONMNITY APEAIRS

TDHCA to rely on the assessment is a condition of this report. The PCA appears to be very comprehensive
except that it provides only a 15 year assessment of future needs instead of the Department minimum of 30
years. The rent roll, supplied with the application, dated February 1, 2004, indicated that the property is 100%
occupied. The rehabilitation will be phased; however, the project’s occupants will have to be relocated for a
temporary period of time during the rehabilitation. It is anticipated that the affected households will be
displaced from their units for a period of approximately two weeks. The relocation budget for the subject
property is estimated to be $80,000. However, the submitted cost schedule includes $120,000 related to
relocation costs.

Architectural Review: The building elevations are attractive, yet dated and in need of updating and repairing.
The property has pitched roofs, stucco and wood siding. The units are smaller but typical for an older
development slated for rehabilitation.

Supportive Services: The Applicant has contracted with Interfaith to provide the following supportive
services to tenants: Scholastic tutoring, Youth Programs, and Computer facilities. These services will be
provided at no cost to tenants. The contract requires the Applicant to provide, furnish, and maintain facilities
in the community building for provision of the services. The estimated cost per year is $6,000.

i . SHEISSUES =
SITE DESCRIPTION
Size:  5.35 acres 233,046 square feet  Zoning/ Permitted Uses: MF-33 Muiti-Family
Flood Zone Designation: Zone X Status of Off-Sites: Fully improved

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: The site is a rec tangular-shaped parcel located in the southeast area of San Antonio, approximately
4 miles from the central business district. The site is situated on the north side of IH 37 and on the east side of
Clark Avenue.

Adjacent I.and Uses:

s North: Single-family residences immediately adjacent;

¢ South: IH 37 and Single-family residences;

¢ East: Single family residences immediately adjacent; and

¢  West: Clark Avenue and 1H-37

Site Access: The main access to the property is from the north or south along Clark Avenue. In addition there
is a secondary entrance from Pyle Street on the properties far eastern property line. However, this entrance is

typically locked and used only as an emergency entrance or exit. Access to Interstate Highway 37 is adjacent
to the south, which provides connections to all other major roads serving the entire area.

Public Transportation: Public transportation to the area is provided by VIA which is San Antonio’s public
transportation system. The location of the nearest stop is 3 tenths of a mile from the subject.

Shopping & Services: The site is within 2.5 miles of major grocery/pharmacies, shopping centers, a multi-
screen theater, and a variety of other retail establishments and restaurants. Schools, churches, and hospitals
and health care facilities are located within a short driving distance from the site.

Site Inspection Findings: TDHCA staff performed a site inspection on April 29, 2004 and found the location
to be acceptable for the proposed development

HIGHLIGHTS of SOI15 & HAZARDQUS MATERIALS REPORT(S)

A Phase I Environmental Site Assessment report dated February 25, 2004 was prepared by Connor
Environmental Services and Engineering Assessments and contained the following findings and
recormendations:

e Asbestos-Containing Materials (ACM): As indicated by the laboratory analysis results, the use of
asbestos-containing materials was identified in the form of, Category I Non-Friable, Resilient sheet
flooring and associated mastic, and 12” X 127 floor tiles and associated mastic.

Recommendations: “Develop and implement an Operations and Maintenance (O&M) program that ensures

3
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the integrity of the asbestos containing materials. This program needs only to ensure the non-friable floor tiles
are not sanded, ground or mechanically abraded to produce fibers. Non-friable materials have historically
been shown neither to be a significant environmental threat nor a lender foreclosure liability. Any asbestos-
containing materials, scheduled to be disturbed due to planned renovations/remodeling, must be abated in
accordance with federal, state, and local regulations.” (p. 29) Receipt, review and acceptance of an O&M plan
1s a condition of this report

s  Mold: Mold growth was observed in the HVAC utility closet in apartment # 119. The mold is the
result of a leaking air conditioning coil in the above apartment that has since been repaired.

Recommendations: “The ceiling and wall in the utility closet of apartment #119 must be removed and
replaced.” (p. 21} Receipt, review and acceptance of evidence that measures have been taken to remove the
contaminated drywall, and that appropriate cleaning has been completed to eliminate the problem is a
condition of this repon.

- POPULATIONS TARGETED -

Income Set-Asuie The Apphcant has elected the 40% at 60% or less of area medlan gross income (AMGI)
set-aside. All of the units (100% of the total) will be reserved for low-income tenanis. 12 of the units (15%)
will be reserved for households earning 40% or less of AMGI, 20 units (25%) will be reserved for households
eaming 50% or less of AMGI, 48 units (60%) will be reserved for houscholds earning 60% or less of AMGL
In addition, 4 units {5%) will be designated for tenants with physical handicaps and 2 units (2%) will be

designated for tenants with hearing impairments.
MAXIMUM ELIGIBLE INCOMES

2 Persons
$24,720

6 Persous
$35,820

5 Persons
$33,360

4 Persons
$30,900

3 Persons
$27.840

1 Person
521,660

60% of AMI

 MARKET HIGHLIGHTS

A markct feas1b1hty study dated March 2 2004 was prepared by Apartment MarketData Resealch Serv;ces
LLC (“Market Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “Tor this analysis we utilized a primary market area
comprising a 43.83 square mile trade Area in southeast San Antonio..... This area was used, as it was
assessed that this area’s housing needs, demand draw, natural and manmade barriers, and the appropriate
demographics of the area were applicable to the demand for rental apartments.” (p. 3). This area is equivalent

to a circle with a radius of 3.73 miles.

Population: The estimated 2003 population of the market area was 111,949 and is expected to increase by
7.2% to approximately 119,972 by 2008. Within the primary market area there were estimated to be 37,667
households in 2003.

Total Primarv Market Demand for Rental Units: The Market Analyst calculated a total demand of 13,794
qualified households in the PMA, based on the current estimate of 37,667 households, the projected annual
growth rate of 1.6%, renter households estimated at 45.4% of the population, income-qualified households
estimated at 36.6%, and an annual renter turnover rate of 70.5 %. (p. 43). The Market Analyst used an income
band of $13,234 to $35,820.

ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of %o of Total
Demand Demand Demand Demand
Household Growth 100 2.2% G5 2.1%
Resident Turnover 4,419 97.8% 4,485 97 9%
TOTAL ANNUAL DEMAND 4,519 100% 4,580 100%

Ref: p. 45

Inclusive Capture Rate:

The Market Analyst calculated an inclusive capture rate of 13.28% based upon

4,519 units of demand and 600 unstabilized affordable housing in the PMA (including the subject) (p. 46).
The Underwriter calculated an inclusive capture rate of 13.10% based upon a supply of unstabilized
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comparable affordable units of 600 divided by a revised demand of 4,580,

The subject development is currently 100% occupied with a rental subsidy, and it is likely the existing tenants
will choose to remain at the property. Therefore, an inclusive capture rate calculation is not 8 meaningful tool
for determining the feasibility of the subject development.

Market Rent Comparables: The Market Analyst surveyed nunerous comparable apartment projects totaling
912 umits in the market area. However, only 5 were used as rent comparables for the subject and these
properties contained 689 units (p. 89).

RENT ANALYSIS (net {enant-paid rents)
_ HAP Contract Est. Market
Unit Type (%o AMI) Rents HTC Limits Differential - Differential
(proposed) Rents
1-Bedroom (40%) $460 5386 +$74 $430 $30
1-Bedreom (50%) 3460 $483 -$23 3430 $30
1-Bedroom (60%) $460 $579 -$119 $430 530
2-Bedroom (40%) $539 3404 +-875 $500 839
2-Bedroom (50%) 5539 5580 -341 $500 $39
2-Bedroom (60%) $539 3696 -5157 £500 539
3-Bedroom (40%) $676 $535 +§141 $640 536
3-Bedroom (50%) $676 3669 +37 $640 $36
3-Bedroom (64%) $676 S803 -$127 $640 336
4-Bedroom (40%) $708 85367 +3111 3700 38
4-Bedroom (50%) $708 $746 -$38 §700 88
4-Bedroom (60%) §708 $895 -5187 $700 £8

(NOTE: Differentials are amount of difference between proposed rents and program Hmits and average market rents, e.g., proposed rent =8500,
program max =5600, differential = -$100})

Primary Market Occupancy Rates: “The competitive sub-market supply and demand analysis conducted by
Apartment MarketData Research Services included 912 existing income restricted units and 892 conventional
units within the Primary Trade Area.... The occupancy rate for the income restricted one bedrooms is 83.2%,
for income restricted two bedrooms the occupancy is 88.6%, the occupancy for the income restricted three
bedroom units is 93.3%, income restricted four bedroom units average 87.5%, and the overall average
occupancy for income restricted units is 88.2%....The reported occupancy of 88.2% inchudes one project,
Union Park, that is in the process of rehabilitation.” (p. 86).

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 1990, Villas of Costa Dorado (LIHTC). As such, there
has not been adequate new supply to determine a reasonable absorption rate for the sub-market. We do know
that Villas of Costa Dorado is 96% occupied today, indicating demand for newer rental umits with modem
amenities.” (p. 8-9). However, the subject property is currently 100% occupied and will be going through
rehabilitation. The tenants will be relocated for a short period of time (estimated to be no more than two
weeks). It is expected that most tenants will remain during and after the rehabilitation.

Market Studv Analysis/Conclusions: The Underwriter found the market study to provide sufficient
information to make a funding recommendation. The Market study generally complies with TDHCA. market
study guidelines.

T OVERATING TROFORMAANAIGS

Income: The subject property is currently receiving rental assistance through a project-based Section 8
Housing Assistance Program (HAP) contract through HUD. However, the Applicant used net rents calculated
using current HTC limits. The maximum net rents allowed under HTC program guidelines listed for the 40%
units are less than the HAP contract rents currently being charged. The 50% and 60% HTC rents are higher
than the HAP contract rents, with the exception of the 3 bedroom 2 bath units at 50%, which is less. The
current HAP contract will expire October 17, 2004; however, based on a letter from HUD, this contract will be
renewed for a 20 year period of time, The Underwriter’s rental income projection is based on the current HAP
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contract, supported by the actual income received by the project in 2003,

The Applicant projects a vacancy and collection foss of 5%; however the Underwriter’s estimate remained at
the TDHCA standard of 7.5%. The $25K (or 4.95%) difference in the Applicant’s effective gross mncome
estimate as compared to the Underwriter’s estimate can be directly attributed to the Applicant’s use of the
HTC rent limits, as opposed to the HAP contract rents and the use of a 7.5% vacancy and collection loss
factor. Estimate of secondary income by the Applicant is in line with TDHCA underwriting guidelines.

Expenses: The Applicant’s total expense estimate of 33,695 per unit is 9% lower than the Underwriter’s
estimate of $4,174 per unit for comparably-sized developments and the property’s historical expenses. The
Applicant’s budget shows several line item estimates, that also deviate significantly when compared to the
Underwriter's estimates, particularly: repairs and maintenance ($14.1K lower) and property taxes ($10.5K
lower). The Underwriter’s expense estimates were modified based on two years of actual expenses that were
provided by the Applicant, and the TDHCA Data Base.

Conclusion: The Applicant’s estimated operating expense is inconsistent with the Underwriter’s expectations.
Therefore, the Underwriter’s NOI will be used to evaluate debt service capacity. In both the Applicant’s and
the Underwriter’s income and expense estimates there is sufficient net operating income to service the
proposed first Hien permanent mortgage at a debt coverage ratio that is within the TDHCA underwriting
guitdelines of 1.10 to 1.30.

 ACGUBHON VAIVATON NFORMATON
APPRAISED VALUE
Land Only: 5.35 acres $4068,000 Date of Valuation: 1/ 19/ 2004
Existing Building(s): “as is” $2,182,000 Date of Valuation: 1/ 19/ 2004
Total Development: “as is” $2,590,600 Date of Valuation: 1/ 19/ 2004
Rafael C. Luebbert, MAI, SRA )
Appraiser: City:  San Antonio  Phone:  (210)  493-3132

Mult-Housing Appraisal Assoc,

APPRAISAL ANALYSIS/CONCLUSIONS

An appraisal, provided by the purchaser, was performed by Rafael C. Luebbert, MAI and dated January 19,
2004. The appraisal provides four values: “as-is condition (before rehabilitation) with restricted rents”, “As
improved with restricted rents,” “As improved with market rents” and “land value only”. The “as improved
with restricted rents” value is the most important in the valuation and underwriting of this property because it
should and does support the purchase price of the subject. For this valuation, the primary approach used was
the income approach. Based upon the comparable land sales the value of the underlying land was valued at
$408,000 or 14.4% of the total appraised value. Due to the quality of the comparable sales the appraisal
provides a reasonable estimation of land value.

ASSESSED VALUE
Land: 5.42 acres $177,100 Assessment for the Year of: 2003
Building: $1,423,800 Valuation by: Bexar County Appraisal District
Total Assessed Value: $1,600,900 Tax Rate: 3.00156

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Purchase end sale agreement

Contract Expiration Date: 12/ 30/ 2004 Anticipated Closing Date: 10/ 30/ 2004
Acquisition Cost: $2,350,000 Other Terms/Conditions:

Seller:  Whitefield Place Limited Partnership Related to Development Team Member:  Yes

Acquisition Valoe: The appraisai concluded the “as-is” with * resmcted rents” value of the property to be
$2,590,000 of which $408,000 is attributed to the land value, The Applicant also provided evidence of

6




~ TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS -
. MULTIFAMILY UNDERWRITING ANALYSIS

original acquisition and holding cost as a result of the sale being considered an identity of mterest transaction.
The balance sheet for the subject property reflects total land, building and capital improvements of $2,621,725
prior to depreciation, thus justify the proposed transfer price. The acquisition cost as stated by the Applicant is
$2,350,000 or 90.7% of the total appraised value.

Sitework Cost: Since this is a proposed rehabilitation the associated sitework costs are mminimal. The
Applicant has estimated sitework costs of $2,513 per unit, which is consistent with the estimate in the Property
Condition Assessment.

Direct Consfruction Cost: The Applicant’s direct rehab construction cost estimate is $1,835,795. These
costs are supported by the property capital plan located in the Property Condition Assessment report (PCA).
The PCA states “Based on our interviews, our observations on site, and our experience with similar properties,
we recommend the items noted in this report and summarized in the Property Capital Plan be repaired or
upgraded (p. 5). The development meets the program requirements of at least $6,000 per unit of direct
construction and site work costs for rehabilitation work,

Fees: The Applicant is claiming developer fees for both the acquisition and the rehabilitation portions of this
transaction in the amount of $721,977. However, as an identity of interest transaction it 15 difficult to
substantiate any significant developer work associated with the acquisition portion of the transaction. The
Applicant provided no additional justification of such work other than the considerations of the REIT
ownership structure. The pre-acquisition determination of feasibility of the property to be acquired is much
simplified when you, as the buyer, have control over the property in question. While significant transactional
activities may occur in preparation of such an acquisition, they also take place normally with the seller and in
this case the seller would be paying themselves for such work with tax credit syndication proceeds. Thercfore,
the Applicant’s developer fee for the acquisition portion of the transaction only was determined to be
ineligible. The Applicant’s developer fee was therefore, reduced by $291,300. The Underwriter’s estimate of
total developer’s fee attributable to the rehabilitation portion of the transaction has been set at the maximum
allowed by TDHCA guidelines, $430,677.

Reserves: The Applicant includes only one year of replacement reserves in the initial reserves anticipated.
This is far less from the typical level of initial reserves, which usually accounts for lease-up expenses and
other such reserves associated with a new property. However, the PCA provided an estimate of future
replacement costs which allow or some reserve planning today in order to ensure those future costs can be
paid. In this case, the annual $300 per unit reserve expense will not be sufficient to satisfy future needs. And
since some of the most significant needs appear to be scheduled in the first five years then will be insufficient
time to build up reserves on an annual basis. Therefore, the Underwriier recomnmends a minimum mitial
reserve of $107,548 to manage both lease up reserves and any remainder upon completion of initial
rehabilitation should be held in escrow for future replacements. Finally, the PCA only included the first 15
years of the affordabilityperiod, however, a 30 year period is preferred to match the minimum affordability
period associated with the credits. Therefore, receipt, review and acceptance of a revised PCA to mclude a
minimum 30 year period of future estimation is a condition of this report.

Conclusion: Based on the Underwriter’s reliance on the Applicant’s rehabilitation costs, the reduction in total
developer’s fees, and an increase in the reserves category, the Underwriter’s total development cost estimate is
used to determine the development’s eligible basis and total need for permanent funds. As a result, an eligible
basis of $5,243,860 is used to calculate annual tax credits of $419,397. This figure will be compared to the
Applicant’s request and the tax credits calculated based on the gap m permanent funds to determine the
recommended allocation.

------- T T FINANCING STRUCTURE . o oo e
INTERIM CONSTRUCTION FINANCING
Source:  MMA Financial, L1.C Contact:  John W. Mullaney
Principal Amount:  $2,250,000 Interest Rate: Floating Min 6%

Additional Informatiom:

Amottization: N/A  yrs Term: 24 yI$ Commitment: [ | LOI [] wirm PJ Conditional
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PERMANENT FINANCING

Source:  MMA Financiai Contact:  John W. Mullaney

Principal Amount: 52,040,000 Tuterest Rate: Max Rate 8.25% Underwriting Rate 7.00%

Additional Infermation:  Perm to be fixed at closing at 40 Basis points over the Fannie Mae DUS Net Cupon Rate

Amortization: 30 VIS Term: 30 yrs Commitment: | | LOI (7] mm [ Conditional

Annual Payment:  $162,864 Lien Priority: 1st Commitment Date 2/ 27/ 2004

TAX CREDPIT SYNDICATION

Source: AIMCO Capital Contact: Michael Hornbrook
Net Proceeds: $3,441,216 Net Syndication Rate (per $1.00 of 10-yr HTC) 80¢
Commitment ] Lo (1 Firm D4 Conditional  Date: 2/ 20/ 2004

Syndication proceeds have been reduced to $3,355,172 because of an Identity of Interest

Additiona) Information: . . . .
H {reduction of Developers fees due for the Acquisition portion of the transaction.)

APPLICANT EQUITY

Amount:  $582,852  Seurce:  Deferred Developer Fee and Contractors Fee

FINANCING STRUCTURE ANALYSIS

Interim and Permanent Financing: The interim financing will be provided by MMA Financial. They have
commiited to $2,250,000 for a 24 month period of time at a minimum interest rate of 6%. The interim will be
floating over the Wall Street Journal Prime Rate plus 1% with a minimum of 6%. The permanent financing
will also be provided by MMA Financial. They have committed to a loan of $2,040,000 with a 30 year term
and a 30 year amortization with an interest rate not to exceed 8.25%. The underwriting rate is 7%; however,
the permanent rate will not be set until funding of the permanent based on 40 basis points over the Fannic Mae
DUS Net Coupon Rate. Both the Interim and Permanent financing letters of interest are consistent with the
terms reflected in the sources and uses of funds listed in the application.

HTC Syndication: The tax credit syndication commitment is consistent with the terms reflected in the
sources and uses of funds listed in the application. AIMCO Tax Credit Fund TII has an identity of interest
with the Applicant.

Deferred Developer’s Fees: The Applicant anticipates deferred fees of $58 2,852 which equals 79.1% of total
proposed fees. However, as stated above the eligible developer fees have been reduced by the amount
attributable to Acquisition of the property. The Applicant’s anticipated deferred fees exceed the eligible
developer’s fees of $430,677; therefore, it is likely a portion of the related party General Contractor fee may
also be deferred.

Financing Conclusions: Based on the Underwriter’s adjusted estimate of eligible basis, the HTC allocation
should not exceed $419,397 annually for ten years which is less than the Applicant’s request and the tax
credits resulting from the gap in need for permanent funds. Based on the underwriting analysis, the deferred
fees will be in the amount of $461,144 which represents 100% of the eligible developer’s fee and 18.7% of the
contractor’s fees. These fees should be repayable from cash flow within 15 years. Should the Applicant’s
final direct construction cost exceed the cost estimate used to determine credits in this analysis, additional
deferred developer’s fee may not be available to fund those development cost overruns.

NETEAM

IDENTITIES of INTEREST

Based on the Seller and Buyer general partner relationship, many of the parties to this transaction are
identified as having an identity of interest. The Seller of the property, the Buyer of the property, the
Applicant, Developer, Property Manager, Underwriter, and Syndicator are all related entities.

APPLICANT'S/PRINCIPALS’ FINANCIAL HIGHLIGHTS, BACKGROUND, and EXPERIENCE

Financial Highlights: The Applicant and General Partner are single-purpose entities created for the purpose
of receiving assistance from TDHCA and therefore have no material financial statements.

g
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e The principal of the General Partmer, AIMCO Equity Services, Inc., submitted an unaudited financial
statement as of December 2003 reporting total assets of $845K, consisting of 1.1M in Other Receivables,
($256K) in Tax Credit Fees Receivable, and 2K in Reimbursable fees. Liabilities totaled $550,000 plus a
negative Shareholders Equity of ($1.8M) results in a negative Shareholders Equity of ($845K).

e The guarantor, A&R Services Inc., submitted an unaudited financial statement as of April 2004 reporting
total assets of $47.8M, consisting of $5.55M in unrestricted Cash, $41.4M in Accounts Receivable, $944K
in Property and Equipment, and $241X in Other Assets, Liabilities totaled $9.96M with a Shareholders
Equity of $29.3M

Backeround & Experience:

¢ The Applicant and General Partner are new entities formed for the purpose of developing the project.

e The Co-General Partners, AIMCO Egquity Services, TTCC, LLC and Frank Fonseca have received
Previous Participation and Background Certification by TDHCA.

° The Apphcant 5 estlmated opera‘ang SXPenses are more than 5% out51de of the Underwnter § vemﬁabie
ranges.

e The seller of the property has an identity of interest with the Applicant as do several development team
members.

e The property’s project-based rent subsidy is subject to Federal funding and may not be renewed as

anticipated.
Underwriter: Date: July 10,2004
Bert Murray
Director of Real Estate Analysis: Date: July 10, 2604
Tom Gouris
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Whitefield Place Apartments, San Antonfo,HTC 9%, #04107 E
Trre of Gt | Numbar Bedrgoms Tio, of Baths . Size In SF ‘Bross Fient LIk, HAP fants Fany por oty Ront per SF Tol B R0 ] Wir, Swr, 1roh
>TCA40% 3 1 1 640 §386 $460_ $1,380 3072 57600 $42.00
. TTC R0 5 ! ! 640 480 2,300 o7z 76,00 azen
STCB0% | 12 1 S a5 sso | o7z | 7em
 GTCA0% 5 2 1 539 " 2655 B T Toss 96.00
LPTCSs0% 1 8 2 1 439 o -“4.312 7068___ ﬂgﬁﬂci ;
| Tceos 19 2 | 539 10241 0.68 96 00
BTCa0% 3 3 2 s_z_ﬁ"”f B 2025 N u%aw 41800
veson 3 676 3380 .68
oTeawe |12 |3 e8| 812 088
Tea |1 4 |2 . 3 | 08
| PTC50% 2 i 2 B e B SO 8 1AW 082
>TC 60% & 4 2 B95 708 3,640 0.62
TOTAL: 80 AVERAGE! 842 $648 %570 $45,632 $0.68 $102.55 34875
INCOME Total Net Rentabie Sq Pt 67,344 TOHCA APPLICANT Comptrotic’'s Region [*]
POTENTIAL GROSS RENT 547,584 $506,124 IREM Region San Antonic
Secondary Income Par Unit Por Moath: $8.34 B.OO& ' 8‘004- $8.34 Par Unlt Per Month
Other Support income: (desaibe) o B G T
POTENTIAL GROSS INCOME 4555 668 $514,128
Vacancy & Coliection Loss .ol Ootentiat Gross Income: -7.50% (41,868) (25,704} -5.00% of Potenital Gross Rani
Employae or Other Non-Reng Unts or Concessions TR [ B
EFFECTIVE GROSS INCOME $513,919 $486,424
EXPENSES % OF £GE PER LT PER SQET, BER 5GFT, BER UNIT % OF £61
General & Adeministrative 7.56% $485 o.58 538,778 518,500 50.27 $231 3.79%
Management 5.00% 321 o | 25886, 24421 6.35 308 5.60%
Payroll & Paymolt Tax 13.70% 880 1w 7038t 1 147 800 14.74%
Repairs & Maintenance 7.81% 502 0.50 40,150 0.39 32§ 5.350%
Utititigs 4.88% 314 0.37 25104 0.1 94 1.54%
Water, Sewer, & Trash LT1% 303 0.38 242204 0 30,200 0.45 378 8.18%
Property instrance 3.49% 256 0.30 ) 205057 25000 037 313 5.12%
Broperty Tax 3.00156 9.37% 802 a72 60,000 8.89 50 12.28%
Resene for Replacements 4.67% 300 0.36 24000 0.36 300 4.91%
Other Expenses.Supportive Sendge: 1.56% 100 a.12 i 8;005 S 8000 .12 100 1.64%
TOTAL EXPENSES 63.24% 54,064 $4.83 $326,020 $285.621 $4.39 53,695 §0.53%
NET OPERATING INC 36.76% $2,361 $2.80 5188 809 $192,803 $2.86 $2.410 39.47%
BEBT SERVICE
First Lien Mortgage 31.68% $2,036 32.42 $162,866 $182,864 $2.42 $2,036 33.34%
Additional Financing 0.60% 50 $0.00 e $0.00 $0 0.00%
Additionat Financing 0.00% 30 §0.00 el $0.00 50 0.00%
NET CASH FLOW 5.07% $325 $0.39 $26,839 50,44 $374 8.13%
AGGREGATE DEBT COVERAGE RATIO 1.18
RECOMMENDED DEST COVERAGE RATIC
CONSTRUCTION COST
Description Factor 0 of TOTAL PER UMT PER S FL TOHGA APPLICANY % PER UNT %hof TOTAL
Acquisition Cost (sie or bidg) 40.13% $29,375 $34.60 . $2,350000 |  $2,350,000 $34.90 328,375 38.75%
Off-Sites 0.00% 4 000 - 0,00 ¢l a.00%
Sitework 3.49% 2513 299 201,038 2.99 2513 3.32%
Direct Construction 31.35% 22,847 27.28 . 1,835,795 21.28 22,947 30.27%
Contingency 0.81% 021% 156 G148 1zzer| 12,387 o.te 155 8.20%
General Req'ls 6.00% 2.00% 1,528 .81 122,210 122,210 181 1,528 2.02%
Cortractor's G & A 2.00% 8.70% 509 060 40,737 4?]‘3;377 0.50 505 0.87%
Contracior's Profit 4.00% 2.08% 1528 18t 122,21_‘(}” 122,21(5 181 1528 2.02%
Indirect Construction 7.52% 5578 .53 446,226 446,226 6.63 5578 7.36%
Inetigible Cosis 1.65% 1241 144 95,%{)8 96,908 444 1,211 1.50%
Developer's G & A 2.00% 0.68% 718 4.55 574241 0.00 il 8.00%
Developers Profit 13.00% 8.37% 4,566 5.54 373,254 721,877 10,72 4025 11.81%
interim Financing 1.55% 1183 1.35 . .b0s0D 1,133 1.48%
Reserves 1.84% 1,344 150 107.548 300 0.40%
TOTAL COST 100.00% $73,204 £56.96 $5,856,316 $6,064,068 $75,801 100.00%
Recap-Hard Consfucton Costs 36.85% §26,179 §34.66 $2,334,357 $2,334,357 §29,479 38.40%
SOURCES OF FUNDS
First Lien Morigage % 525500 $30.29 §2.040,000 | $2.040,000 | Developer Fes Avalisbio
Additionat Financing 0.00% %0 $0.00 e N $430,677
HTC Syndication Proceeds 57.20% $41,940 $49.82 3,355,172 3,441,216 § % of Dav. Fee Dafarred
Deferred Develmper Fees 7.35% $5,383 5640 _ 430,877 572,8?% 100%
Additional {excess) Funds Required 0.52% 3381 50.45 30,456 10,000 15-Yr Gumadiative Cash Flow
TOTAL SOURCES $5,855,316 $6,064,068 $631,45534

TC8hees Verslon Data $22/03lg Paga 1 641497 W Hitefialc Flace.xis Print Dale? 212004 1222 PM



fitefield Plac

APPLICANTS TOHCA APPLICANT'S TDHCA APPLICANT'S TOHCA
TOTAL TOTAL ACQUISITION ACQUISITION REHAB/NEW REHABINEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS ELGIBLE BASIS ELIGIBLE BASIS
(1) Acquisition Cost
Purchase of land [ 3408000 | $408,000 |
Purchase of buildings 51,842,000 $1,942.000 $1,942.000 $1.942. 000 | ;
{2) Rehahilitation/New Construction Cost
| Oresitework $201038 | §201,038 | l | §201.036 | $201,038
Off-site improvements - i : I
{3) Construction Hard Costs
__New siructures/rehabilitation hard costs [ $1835,795 | $1,835.795 | i [ _s1835795]  §1835795
{4) Contractor Fees & General Requirements
|~ Contractor overhead _$40,737 540,737 $a07371  s40737
| Contractor profit _ | si22210 $122.210 §122210 $122,210.
General requiremanis $122,21) $122,210 $122,210 $122,210
(5) Contingencies $12,367 512,367 $12,367 512,367
(6} Eligible Indirect Fees $446,226 $448,226 $446,226 $446,226
{7} Eligible Financing Fees $90,800 590,600 590,600 360,800
{8} All ineligible Costs $96,908 $96,908 R
{9) Devetoper Fees
| _Developer overhaad 857,424 _ ni $57.424
Daveloper fee 721,977 $373,254 $261,300 $430,677 $373,254
{10} Development Reserves $24,000 $107548 £ 0 00 : T
TOTAL DEVELOPMENT COSTS $6,064,068 $5,856,316 $2,233,300 ' $1,042,000 [ $3,301,860 l $3,301,860
Deduct from Basis:
Al grant proceeds used to finance costs in eligitle basis
__B.M.R, loans used to finance costin eligible basis
__Non-qualified non-recourse financing
_ Nonwgualified portion of higher guatity units [42(d)}3)]
Historic Credits (on residential portion oniy)
TOTAL ELIGIBLE BASIS $2,233.300 $1.942,000 $3,301,860 $3,301,860
High Gost Area Adjustment S I A 130% 130%
TOTAL ADJUSTED BASIS $2,233,300 $1,842,000 54,292,418 §4,202,418
Applicable Fraction 100% 100% 100% 100%
TOTAL QUALIFIED BASIS $2,233,300 $1,842,000 34,292 418 $4,202,418
Applicable Percentage 3.56% 3.56% B8.16% 8.16%
TOTAL AMOUNT OF TAX CREDITS $7¢,505 $59,135 $350,261 $350,281
Syndication Proceeds 0,8800 $6386,044 $553,082 $2,802,090 $2,802,090

Total Credits (Eligible Basis Method)
Syndication Proceeds

Reguested Credits

Syndication Proceeds

Gap of Syndication Proceeds Needed

Credit Amount

5429,767 $419,397

$3,438,134

$430,196
$3,441,568

$4,024,068
$503,009

$3,355,172



Street Atlas USA® 2004 Plus

mﬂg%&%»mﬁ'ﬁh\mm

f%‘éd}%&uﬁ)&n; Hitl
£ A;-aﬁmem
]

037G~ Bing Raneh’

cSan Aquel ., g
A;-anmegﬂﬁﬁ'” 7

Q*Paiaczo fei °E~§15‘f ~Celcasi¢c
B0 85 Hngerike
H -Fﬁgmnn\ems

' 041 49Praposed~8eton Hcme Center for Teers Mcms}
R TP TR E )
M Geme?i:\:? Teon H

40738

454 | :
/P’ 10209254 Unicn Pines il Apariments|

TEY 5
g{;;f!" *

: 1041 40Proposed~The Villa at Costa Cadi

[SRIA ammnmﬂf 7
Yo .mbc»n .

21 33 ~Ospan
Terapwhoinas

G4 3~Horrshy Frank

artments
Rﬁp . K]
i &
4
i

0 D4973Proposed~Avenue Park Viﬂasf

JOYTEnPTGp
Esg Yilla ot Couta Cadiz

D oBan dote e

Toreoll Wetke]

Area 43,84 sqmil

At fli s

éSOu_thtcp

™
© 2003 DeLorme. Street Atlas USA® 2004 Plus,

MN (5.5°E)
veww delorme.com

——

1= 128 mi

Data Zoom 13-3



04147 Shiloh Village



1 Related Apartiment Preservation, LLC
625 Madison Avenue @ o
New York, New York 10022-1801 A Vs g B
212—421-533@’ Fax 212-751-3550 " Mo f &.
One of The Related Companies ,4 ( j s ‘@
6y,
VIA FACSIMILE AND FEDERAL EXPRESS Eye e 004
L

Wiy
August 9, 2004 I I V&”‘

Ms. Edwina Carrington
Executive Director

507 Sabine, Suite 400
Austin, Texas 78711

RE:  Shiloh Village (TDHCA # 04147)
Dallas, Texas
Tax Credit Recommendation Appeal

Dear Ms. Carrington:

Thank you for your support of Related Apartment Preservation, LLC’s (“RAP”") application for
low-income housing tax credits for Shiloh Village, Dallas, Texas (the “Property”). We are
delighted the Texas Department of Housing and Community Affairs (“TDHCA”) found our
application worthy of a recommendation for an award and we are eager to move forward on our
rehabilitation of the 25 year old, 168-unit Section 8 apartment complex. Prior to moving forward,
however, we would like to clarify some of the questions that arose during the Real Estate
Analysis division’s (“REA”) review of our application, which led to a discrepancy between the
$800,000 of credits for which RAP applied and the $610,487 of credits REA recommended.
Accordingly, please accept this letter as RAP’s appeal of REA’s $610,487 housing tax credit
allocation recommendation for Shiloh Village.

Our review of REA’s report on Shiloh Village identified TDHCA’s primary concern that led to
the discrepancy between RAP’s application and REA’s recommendation. Specifically, the report
describes on page 2 under the heading “Development Plan” the difference between the
rehabilitation plan RAP proposed in the Shiloh Village application (attached as Exhibit A) and
the amount of repairs RAP’s third party engineer (“EMG”) identified as “Critical and Twelve
Month Needs” in the Shiloh Village Physical Conditions Report dated February 26, 2004 (the
“Original PCA”, attached as Exhibit B). The difference between RAP’s proposal and EMG’s
determination of critical needs was $897,000. REA used the lower number for its underwriting
report, and concurrently reduced construction overhead, profit and general requirements, as well
as the developer fee, which in turn dramatically reduced the amount of credits REA
recommended for Shiloh Village.

RAP’s primary concern with the lower allocation based on the Original PCA is that it will only
provide enough development proceeds to remediate the highest priority problems at the Property,
addressing deferred needs and replacing only the most dilapidated unit interiors. The lower
budget will effectively eliminate the many property upgrades RAP planned for Shiloh Village in
an effort to raise the standard of living for its 168 families. The many upgrades that go beyond
the determination of the Original PCA, which identified only the baseline repairs without respect
to “economic or market conditions ... or present or future economic utility” (pg. 6), were
described to Phillip Drake of the REA in a letter dated July 22, 2004 (attached as Exhibit C). A
line-by-line comparison of the Original PCA and RAP’s proposed budget can be found attached
as Exhibit D.



RAP’s appeal is based on its interpretation of the 2004 Qualified Allocation Plan and Rules (the
“QAP”) and the 2004 Real Estate Analysis Rules and Guidelines (“RERG”). Specifically, the
QAP states in Section 50.9(f)(6)(E), “Rehabilitation Developments must submit a Property
Condition Assessment performed in accordance with §1.36 of this title, Property Condition
Assessment Guidelines.” The RERG states in Section 1.36(a), “The objective of the Property
Condition Assessment (the PCA) is to provide cost estimates for repairs and replacements which
are necessary immediately, and for repairs and replacements which are expected to be required
throughout the term of the regulatory period” (emphasis added). RAP’s Original PCA complied
with the above statement from the RERG, despite not specifically including RAP’s additional
planned upgrades to Shiloh Village. Had the RERG required applicants to commission a report
that provided cost estimates for all repairs, replacements and upgrades planned during the
rehabilitation period, RAP would have worked with EMG prior to submitting the Original PCA to
create a report that provided cost estimates not only for the critical and immediately necessary
repairs, but for improvements, upgrades and additions to the minimum scope as well.

Since being contacted by the REA regarding the discrepancy between the Original PCA and
RAP’s proposed scope, RAP contacted EMG, shared the additions to the Original PCA scope
RAP proposed to in its application to TDHCA, and requested an updated report estimating the
cost of supplementing the repair budget in the Original PCA with RAP’s additions. EMG
completed their update on August 5, 2004; the full report can be found attached as Exhibit E and
now recommends completing RAP’s proposed scope of approximately $2,964,000 in hard costs.

We believe we fully complied with the PCA requirements described in the QAP and the RERG
when we submitted the Original PCA to TDHCA, even though it did not specifically reference all
of the items we proposed to upgrade at Shiloh Village. As mentioned above, our intention is to
upgrade the Property and improve the quality of life for the Shiloh Village’s residents, and we
will only be able to do so if TDHCA accepts our explanation and appeal of REA’s
recommendation.

The table below compares REA’s recommendation to RAP’s estimation of the appropriate tax
credit recommendation for Shiloh Village.

RAP TDHCA
Ineligible Eligible Ineligible Eligible

Acquisition Cost

Purchase of land $1,008,750 $1,008,750

Purchase of buildings $5,716,250 $5,716,250
Rehabilitation/New Construction Cost

On-site work $426,228 $47,350

Off-site improvements
Construction Hard Costs

New structures/rehabilitation $2.539,017 $2,021,135
Contractor Fees & General Requirements

Contractor overhead $59,305 $41,370

Contractor profit $177,915 $124,109

General Requirements $177,915 $124,109
Contingency $296,524 $206,849
Eligible Indirect Fees $301,550 $301,550
Eligible Financing Fees $219,500 $219,500
All Ineligible Costs $409,200 $409,200
Developer Fees/Overhead $1,612,100 * $1,320,334
TOTAL ELIGIBLE BASIS $11,526,304 $10,122,556
TOTAL ADJUSTED BASIS $13,196,776 $11,187,216
TOTAL QUALIFIED BASIS $13,196,776 $11,187,216
TOTAL TAX CREDITS $774,467 $610,487

*Developer Fee split 85% in rehab, 15% in acquisition basis; based on certified public accountant determination.



Please note on the table above that we have allocated 15% of the developer fee to acquisition
basis and the remainder to rehab basis based on the amount of development services time spent
on rehab versus acquisition, and a determination from RAP’s certified public accountant that time
is the appropriate measure by which to allocate the fee. Accordingly, please accept this
notification as RAP’s appeal of REA’s method of allocating the developer fee.

As for REA’s other conditions listed on page 1 of the underwriting report, RAP is working
diligently to meet TDHCA’s requirements. We have engaged an environmental consultant to
evaluate the concerns identified in the initial Phase I Environmental Site Assessment and we are
working with the City of Dallas to clarify their specific requirements for this project. We aim to
efficiently conduct the appropriate amount of rehabilitation at Shiloh Village and we hope our
efforts are not limited by Dallas’ previous determination of minimum rehab. Finalization of this
appeal will enable RAP to resolve the questions with Dallas and move forward with the
rehabilitation of Shiloh Village.

We appreciate your consideration of our appeal, welcome questions and comments at any time,
and look forward to a quick resolution of this matter.

Very truly yours,

i<

Chad E. Cooley
Related Apartment Preservation, LLC

CC:  JenJoyce, TDHCA
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2001 LIHTC APPLICATION SUBMISSION PROCEDURES MANUAL - APPLICATION EXHIBITS PROVIDED BY THE DEPARTMENT

LS o
Part D. Work Write-Up for Rehabilitation Developments (Only available in Excel Format)

X 1he Development Owner's architect or contractor should complete this form which helps the Department ensure that the

redevelopment costs are realistic. The activity descriptions provided below should be detailed enough so that a staff member may
clearly identify the proposed work and may evaluate the cost against current market standards. Each item should include the cost of
labor and material plus any charges for equipment, overhead and profit from a subcontractor or material supplier.

Attach all building by building itemizations that led to the summary totals below.

Name of Development: | Shiloh Village Apartments
Example:
Roofing Removed all existing shingles and felt. 160|Squares 301 2700 $7,500
Replaced 10% of roof decking and soffit
material. Entire development reroofed with
roofing felt, flashing and shingles. Attic
roof ventilators replaced.
Material Labor
Type of
Measure
(squares, g -
linear ft., § %
Brief Description of Activity Performed or sq. ft, Ibs., % %
ltem Material Installed Quantity etc.) 3 E Total Cost
OFF-SITES
Off-site concrete $0
Storm drains & devices $0
Water & fire hydrants $0
Off-site utilities $0
Sewer lateral(s) $0
Off-site paving $0
Off-site electrical $0
Other: (specify) $0
Subtotal Off-Sites Cost $0
SITE WORK
Demolition 30
Rough grading $0
Fine grading $0
Storm drain & detention ponds 30
On-site concrete Repair sidewalk trip hazards 1,400|Square YD 26| 7,500 $43,900
On-site electrical $0
On-site paving Repair Asphalt as needed 1,551|Square YD 28] 13,500 $56,928
On-site utilities $0
Decorative masonry 30
Bumper stops, striping & signs Furnish and install new seal & stripping 90,000]Saq. ft 0.25] 5,500 $28,000
Landscaping Upgrade landscaping 168]units 400] 13,500 $80,700
Pool and decking Pool Repairs and new pool furniture 168junits 2751 8,750 $54,950
Recreational facifities/playgrounds|Upgrade playground areas plus additions 168|units 100 2,250 $19,050
Fencing
Fencing Description Premiter Fencing 6" high wrought iron 2,600|linear ft. 371 15,000 $111,200
fence with baked enamel fenish

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - UNIFORM APPLICATION (MULTIFAMILY HOUSING
DEVELOPMENT)
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Type ot
Measure
{squares, 2 -
linear ft., § %
Brief Description of Activity Performed or sq. ft, lbs., % =
ltem Material Installed Quantity etc.) 3 E Total Cost
Security gate and controls Access Gate and Controls 21Gates 13,000 5,500 $31,500
Post Office Boxes $0
Trash collection facilities $0
Other; (specify) $0
Subtotal Site Work Cost $426,228
DIRECT CONSTRUCTION | [ } I
Concrete
Light weight concrete Allowance for sub-floor replacement on 17110% of 19501 8,000 $41,150
10% of units units
Masonry $0
Metals $0
Rough Carpentry Wrap 15,368 sg. ft.vinyl siding on top of 168|units 750| 27,000 $153,000
existing hardboard siding. Remove and
replace 2,250 linear ft., of deteriorated all
deteriorated wood frim and soffit.
Finish Carpentry $0
Waterproofing $0
Insulation (specify installation locations and R-rating) 30
Roofing Remove and replace 1500 squares @ 168{units 842| 51,883 $193,339
$103.33 pfsquare (labor & materials) and
replace 740 sheets of deteriorating roof
decking @ $51.81 p/sheet (materials &
‘ labor), . B
Sheet metal $0
Electrical Interior Electric: Total Interior Electric 168 unit 1013] 44,294 $214,478
expense $407.61 plunit
1. Remove and dispose of all plugs,
switchs and fixtures in the interior of all
168 units.
2. Replace faulty breakers.
3. Install new plugs and switches.
4, Installation of fluoresent lights in kitchen
5. Installation of G.F.1. recepticales in
kitchen and bath.
8. Installation of hollywood lights in
bathroom. 7.
Pull wire from wall receptical finto celing
for instalation of 560 celing fans @ $125
p/fan.
Exterior Electrical: Total Cost= $75,000
1. Remove and replace all existing
exterior house lighting. Convert from
floods to high pressure Soduim,. Four (4)
fixtures per building, 60 fixtures.
Plumbing

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - UNIFORM APPLICATION (MULTIFAMILY HOUSING

DEVELOPMENT)
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2001 LIHTC APPLICATION SUBMISSION PROCEDURES MANUAL - APPLICATION EXHIBITS PROVIDED BY THE DEPARTMENT

Type of
Measure
(squares, g .
linear ft., § é
Brief Description of Activity Performed or sq. ft, Ibs., % -'[é
ftem Material Installed Quantity etc.) S 2 Total Cost

Water and gas pipe fittings, pipe installation etc. 30

Bathtubs/Shower Enclosures  |install 240 new shower heads, resurface 240}tubs 150f 5,500 $41,500

tubs as needed

Toilets 336 New toliets & seats 168 {unit 1451 3,750 $28,110

Sinks Installation of 336 porcelian vanity sinks 168]units 480 16,500 $97,140

and single handle vanity faucets.
Installation of 168 kitchen 20 guage sinks
and single handle vanity faucets

Lavatories $0

Fixtures $0

Water Heater (Provide Flue EffigBoilers repair and replace as needed. 168]units 2701 5,300 $50,660

Allowance for underground pipe repair
Other (describe) Installation of new p-traps and supply lines 168 |units 245 17,000 $58,160
in 168 kitchens and 336 bathrooms
HVAC

Air Conditioners {Provide SEER Condencers 84 units 1000 12,750 $96,750

Ductwork, electrical, lines, etc. |Replace air handlers 841 Units 4201 5,700 $40,980

Ceiling Fans installation of Ceiling fans in den and all 728[fans 85) 12,000 $73,880

bedrooms

Other (describe) $0
Doors Remove and replace 88 solid core doors 80}doors $87] 2,400 $9,398
Windows

Windows (describe i.e.-double hRemove 1,296 windows and replace with --168 |windows 11500  $R.000 -{ $308;000{ -

3060 single hung, double pain insulated
glass, windows. Remove old caulking,
patch drywall and install new interior caulk
on all windows. Replace 19,524 linear ft.
of window trim, at $3 p/ linerar ft.

Solar Screens $0
Glazing (Mirrors, window walls and396 Vanity Mirrors 396 mirrors 571 1,700 $24,272
Lath & plaster , 30
Drywall Based on our unit inspection we have 33,600(sq. ft. 2| 6,000 $73,200

determined there is approximately 200 sq.
ft. of drywall and texturing repairs in 168
units
Tile work allowance for replacement of 200 200 239 7,200 $55,000
bathroom ceramic tile surronds @ $275
each (labor and material incliuded)
Acoustical $0
Resilient or other flooring Remove and dispose of existing carpet 168}units 3001 19,156 $69,556
and vinyl in 168 units @ $175 p/unit,
Installation of 28,750 sq. ft. of 1/8" V.C.T.
at $1.45 sq. ft.., (labor & material included)
Carpeting Installation of new carpet 18,4721Sq. Yrds 7.55; 30,000 $169,464
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Type of
Measure
(squares, :;3 5
finear ft., 3 2
Brief Description of Activity Performed or sq. ft, Ibs., % %
ltem Material Installed Quantity| etc.) S| ©  |Total Cost
Painting & decorating Interior: Sherwin Williams Interior Latex 168 units 686] 23,000 $138,248
paint on all walls and ceilings, and Latex
Semi Gloss Ename! on all doors, trim,
window sills and baseboard.
Exterior: Cost to repair & repaint stucco
exterior of huildinas
Specialties $0
Cabinets Remove and dispose of all kitchen and 168 units 1175 29,000 $226,400
bath cabinets and counter tops. Furnish
cabinets and tops, use Estate style, oak,
stained wood Cabinets. Tops to be
squared edaed Formica,
Equipment for modification for perdModify Property for persons w/disability 8units 1400{ 1,500 $12,700
Appliances
Range 168 GE Ranges' 168|units 265] 5,000 $48,520
Oven 30
Refrigerator 168 GE refrigerators w/icemackers 1681units 570 2,000 $97,760
Microwave $0
Dishwasher 184 24" GE dishwashers 168lunits 2351 3,000 $42,480
Disposal 168 New disposals in kifchen sinks 168units 351 700 $6,580
Other (describe) $0
Washer $0
Fan/Hood 168 30" Range Hoods 168]units 30 1,000 $6,040
.Dryer. . B $0 .
Special Equipment (describe) $0
Fireplaces $0
Carports or garages $0
Accessory buildings Clubhouse expansion and Remodeling: 2,962}total 46 25,000 $161,252
1. Clubhouse expansion Subject to city improved
approval and architectual plans, sq. footage
approximately 800 sq. ft. @ $90.56 p/sq.
ft. (cost includes labor & materiat)
2. Remodeling of existing clubhouse
structure including mechanical, plumbing,
(bath relocation) electric, demo, roof
replacement, window replacement, floor
coverings 2,962 sq. ft. @ 30 sq. ft. (cost
includes labor & material)
Elevator %0
| ead-Based Paint Abatement $0
Asbestos Abatement $0
Other: (specify) $0
Miscellaneous (not to exceed $1000) $0
Subtotal Direct Construction $2,539,016
Total Construction Cost (Number should tie with "Construction Hard Costs" amount shown in "Cost Breakdown.") $2,965,244

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - UNIFORM APPLICATION (MULTIFAMILY HOUSING
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Type of
Measure
{squares, g .
linear ft., § %
Brief Description of Activity Performed or sq. ft, Ibs., % %
tem Material Installed Quantity| etc) Sl 8  |Total Cost

Leffler & Heaney, Incorporated
Architeet/Contractor Name

Shifoh Village Associate, Limited Partnership
Development Owner Name

By: By, L LA [
Sig Signature V
lts: President / its: President
2(27/0% 2-24-pY
Date

Date o/
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Project at a Glance

Shiloh Village Apartments

DRAFT -- FOR DISCUSSION PURPOSES ONLY

Dallas, Texas Building Type ! Garden Style Apartments
Date of Site Visit: February 18, 2004 Apariments : 168 Units
EMG Project No. 113607 Properly Age . 25 Years
Summary of Repair Costs
Physical Condition Summary Good Fair Poor Action Critical 12 Month . Long Term
Code Compliance and Accessibility
3.1 Buiding, Zoning, and Fire Code Compliance 4 None Required $0 30 $0
3.2 ADA Compliance 4 ADA Modificaions $0 $1,135 50
33 Mdd v $0 $0 $0
3.4 Follow-Up Recommendalions v Moid prevention $0 $0 30
Site Improvements
51 Utilies v $0 $0 30
5.2 Parking, Paving and Sidewalks v Sed coat/ restripe $3,750 30 $51,940
5.3 Storm Sewer, Drainage Systems & Erosion Contrd} v $0 $0 30
5.4 Landscaping and Topography v Replace $0 $21,600 $0
5.5 General Site Improvements v Repair / replace $0 $22.000 $32.500
Building Architectural & StructuralSystems
6.4 Foundations v $0 $0 20
6.2 Superstructure and Floors v v Repair $0 $67,200 30
© 6.3 Raofing v v Replace $0 $115,200 %0
6.4 Exterior Walls v Repair / Paint $0 $165,000 $337,500
6.5 Exterior and [nterior Stairs v 14 Repair $0 $15,500 30
8.6 Exterior Windows and Doors v Replace $0 $354,000 $0
6.7 Paio, Terrace and Baicony Not Applicable $0 30 0
6.8 Common Aeas, Enfrances and Corridors Not Applicable $0 $0 $0
Building Mechanical, Eiectrical and Plumbing Systems
7.1 Buiding HVAC v v $0 $0 30
7.2 Buiding Plumbing and Domestic Hot Water v Replace $0 30 $0
7.3 Buiding Gas Distribution v $0 $0 50
7.4 Bulding Hectical v $0 $0 0
75 Buiding Bevators and Conveying Systems Not Applicable $0 $0 30
7.6 Fire Protection and Securlly Systems v $0 $0 30
Interiors
8.1 Interior Finishes v v v Repair / replace $0 $523,360 $352,800
8.2 Kitchen Appliances v Replace $0 $528,640 $265,960
83 HVAC v v Replace $0 $171,500 $193,200
84 Plumbing v Replace $0 $67,200 30
85 Hectricd v Upgrade $0 $11,150 30
Other Structures v Not Applicable
9.0 Renta Office/ Laundry Buiding v l Repair / replace $0 $5,000 l $0
Environmental Restrictions
10.0 Environmenta Follow-Up Recommendations I See Section 10.0 30 $0 $0
Total $3,750 $2,068,485 $1,233,900
Cost Summary Today's Dollars $/Unit w / Escalation
Critical Repairs Cost Estimate $3,750 $22 N/A Unescalated Escalated
Twelve Month Repairs Cost Estimate $2,068,485 | $12,312 N/A $/Unit/Year $/UnitYear
Long Term Physical Needs (20-years) $1,233,900 | $7,345 $1,658,907 $367 $494
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Critical and Twelve Month Physical Needs

EMG 113607 tables2.xis

Table 1

Property Name: Shiloh Village Apartments No. of Units: 168
Location: Dallas, Texas No. of Buildings: 15
EMG Project Number: 113607 Reserve Term: 20 years
Property Age: 25 years
=
Sec Component or System Action / Comment Quantity Unit Cost ;;glaizrl; Twelve Month
- Total § Total $

3.2 |ADA Survey Perform folow-up study 11 EA $1,135.00 $0 $1,135
5.2 |Pedestrian paving, concrete Replace 750} SF $5.00 $3,750 $0
8.4 [Landscaping Replace 1681 EA $50.00 $0 $8,400
5.4 |lmigation system Repair 1] LS $10,000.00 $0 $10,000
5.4 |Retaining walls, wood timber Replace 400 LF $8.00 $0 $3,200
55 Dumpster encbsures Replace 41 EA $1,000.00 $0 $4,000
5.5 |Buiding mounted HID fghting Repair 5] EA $500.00 $0 $7.500
55 |Perimeter Fencing, chain ink Replace 2000 LF $15.00 $0 $3,000
6.5 |Playground equipment Replace 1 LS $7,500.00 $0 $7,500
6.2 [Floor structurés Repair sub floor 841 EA $800.00 $0 $67,200
6.3 [Roof covering, asphalt shingles Replace 9601 sSQ $120.00 $0 $115,200
6.4 |Exterior walls, soffits and trim Repair 15| BLDG $1,000.00 $0 $15,000
6.4 |Exerior walls, stucco/ siding Prep and paint/stain 150,000 | SF $1.00 $0 $150,000
6.5 |Exterior steel stairs, scraping and recoating Repair 5 c $2,500.00 $0 $12,500
65 |Exterior steel stair / concrete freads Repair 0] EA $300.00 $0 $3,000
6.6 |Exterior Unit Doors Replace 1x during term 841 EA $400.00 $0 $33,600
66 |Windows (Frames and glazing) Replace 1x during term 7121 EA $450.00 $0 $320,400
8.1 |{Living area floors, carpet (older) Replace 168 EA $1,250.00 $0 $210,000
8.1 |Living area floors, resifent (okler) Replace 168 EA $450.00 $0 $75,600
8.1 |Living area walls &ceilngs, drywal Repair and paint 1681 EA $800.00 $0 $134,400
8.1 |interior doors Replace 12167 EA $85.00 $0 $103,360
8.2 |Refrigerator {older) Replace 67| EA $450.00 $0 $30,240
8.2 |Dishwasher (older) Replace 67| EA $250.00 $0 $16,800
8.2 |Range (older) Replace 168 ] EA $400.00 $0 $67,200
8.2 |Cabinets, Countertop and sink Replace original cabinetry 1481 EA $2.800.00 $0 $414,400
8.3 |HVAC, fan coil units Replace 1x during term 126 EA $850.00 $0 $107,100
8.3 |HVAC: spit DX system Replace 51 EA $1,150.00 $0 $64,400
8.4 |Bath Fixtures (Sink, foikt, tub) Replace 168 EA $400.00 $0 $67,200
85 {Ekctrical devices: switches & outlets Install GFCl in kifchen and bathroom 4461 EA $25.00 $0 $11,150
9.0 {Rentaloffice Replace finishes 11 LS $5,000.00 $0 $6,000
Total Repairs $3,750 $2,068,485
Cost per Dwelling Unit $22 $12,312

2/25/2004



Long Term Physical Needs

DRAFT - FOR DISCUSSION PURPOSES ONLY

EMG 113607 tables2.xls

Property Name: Shiloh Village Apartments Reserve Term: 20
Location: Dallas, Texas Property Age: 25
EMG Project Number: 113607 No. of Buildings: 15
Inflation Rate: 2.5% No. of Units: 168
Unit Probable Replacement Dates & Estimated Expenditures (§ Tofal
Sec. Caomponent or System EUL FAGE{ RUL] Quantity | Uni Cost Reserves Year Year Year Year Year gar Year Year Year Year Year Year Year Year Year Year Year Year Year Year Reserves
o fom o $) Costs 1 2 3 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 Over Term
52 |Roadways, asphak {seal coat} 5 1 4 519,400 | EA 3040 51940 50 50| S0 12,385 50 30 50 0| 912,985 50 30 30 0| §12985 0 30 0 so| sz 50 §51.540
55 | Swimming pool dack 15 11 u 1000 SF 5250 2500 50 50| 0 9 50 $0 50 50 ) 0 0 ) 0 50 $2,500 50 50 50 50 30 52,500
55 _|Swimming poot squipment 10 1 3 2} EA 52,500.00 $5,000 50 50 30 50 $0 30 [ i $2,500 50 $0 $0 ) 0 50 50| 0 30 2500 30 §5,000
55 | swimming poot surface 10 1 s I 1250000 $25,000 50 39 501 50 50 50| $0) s0]  §12500 50 10! 50 50 50 0 5| 50 0] 50 50 $25,000
6.4 |Exterior walls, stucco/ siding § -1 6 450000 | 5F 035 $337.500 50 0 56, 0 0] §112500 10 $0 50 $o|  $112,500 50! 50, 50 $01 3112500 30 50 30 50 $337 500
8.1 liing awea Soors, sapel 7 1 8 356 | ea $900.00 $362,400 0 [ 50 50 30 1 S| $50.400 sso.d00]  $50.400] 50 30 50| $0f  $50400]  sso4pof  g50,400 50 50 0 $302,400
81 11 ing area foors, resiient 5 ERE] 168] gp $300.00 $50,400 %0 30 50 50 80 0 50 s 0 5 [ I 3 30 $0]  $1800]  $16800} .  $16.800 0 10 $50.400,
8.2 |Refrigerator newer} 1§ 5 [ w0 1011 EA 545000 $45,360 $0 [ 5 0 50 0! 3 50 So| sse20] 515120 915,120 [ 0 30 ® 50| 0 0 $0 $45.360
52| Distwasher (newsr) 10 5 4 w2] EA $250.00 350500 50 30 30 8,417 §8.417 38,417 i 50 0 50 $0 30 $0 $5.417 $8417 $8417 %0 30 $0. 0 50,500
8.2 Range (newer) 15 -1 16 8] EA $400.00 367,200 30 391 30 30| $0; 30 0. 3¢ 30 8 $0 30 30 30 50, $22.400 $22,400. $22,400, 30 30 367,200/
82 {Cabinels, Countertop and sink 220 & 1% W{ EA $2,800.00 $56,600 $0 3 30! 0] 30/ 3¢ 36 30 $0 0 30 30 30, 30 $18,667! $18,867 $18,667 0] 50 $0 56,000
82 |Refrigeralor (newer) 15 A1 57| EA $450.00 $30,150 0 50 50 ° 0 5 30 10 50 5 §0 50! [ 0 $00  s10050]  $10050]  §10,050, [ 0 §30,150
8.2 |ishwasher (nawar) 0 ER I 67| €A $250.00 $16,750 0 50! 50 10 $0 50| [ 50 50 $)  $16750 [ 50 30 0 80 $6 50 50 50 §16,750]
83 THVAC: spit DX systemn 15 [ 12| Ea $1,150.00 $128,900 30 $0 $0) $0 s 0 ) §6 0 $0] 84233 sa293]  sazom % 5 50 50! 50 0 0 $128,500.
83 [HVAC splk DX system % 1w 5] Ea $1.150.00 64,400 0 30 50| 56, 50 30 $0 50 50 30 50 50 o $0 I 0 0 364,400,
ANNUAL RESERVE (UNINFLATED) $1,233.900 $0 $0 §0 | $21.402 $8.417 | $120917 $0 | $50400 | $78.385 | $65520 | $167,303 | $58,053 | $42,333 | $21,402 $79,983 | $260,700 [ $139.783 | $70,717 | $27.985 $0 1 $1,233,900
EUL: Expected Uselul Life {Average) INFLATION RATE FACTOR 1.0000 1.0250 1.0506 1.0769 1.1038 11314 11867 1.1887 12184 1.2489 1.280% 13121 13449 13785 1.4130 14483 1.4845 15216 1.5697 16887
AGE: Effective Age of Building Components § ANNUAL RESERVE {INFLATED) 30 $0 $0 | $23,047 $9,290 | $136,806 $0| 359910 | $95505 | $81,826 | $239,764 | $76.174 | $57.74t| $28502 ] $113014 $377.571 | $207,509 | $107,604 | $43647 $0 1 $1658807
RUL" Remaining Useful Life (Estimated) UNINFLATED RESERVE /UNIT / YEAR $as7
INFLATED RESERVE /UNIT/ YEAR $494
H Table 2

2/25/2004
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1. Certification

EMG has completed a Property Condition Report of the Shiloh Village Apartments located
at 8702 Shiloh Road in Dallas, Dallas County, Texas.

The purpose for which this report shall be used shall be limited to the use as stated in the
contract between the client and EMG.

The assessment was performed at the Client's request using the methods and procedures
consistent with good commercial or customary practice designed to conform with
acceptable industry standards. This report is exclusively for the use and benefit of the
Client identified on the first page of this report. This report is not for the use or benefit of,
nor may it be relied upon by, any other person or entity without the advance written
consent of EMG.

This report is exclusively for the use and benefit of the Client identified on the first page
and is not for the use or benefit of, nor may it be relied upon by any other person or entity,
for any purpose, without the advance written consent of EMG. The purpose for which this
report shall be used shall be limited to the use as stated in the contract between the client
and EMG.

The opinions EMG expresses in this report were formed utilizing the degree of skill and
care ordinarily exercised by any prudent architect or engineer-in the same community -
under similar circumstances. EMG assumes no responsibility or liability for the accuracy of
information contained in this report which has been obtained from the Client or the
Client's representatives, from other interested parties, or from the public domain. The
conclusions presented represent EMG’s professional judgment based on information
obtained during the course of this assignment. EMG's evaluations, analyses and opinions
are not representations regarding either the design integrity, structural soundness, or actual
value of the property. Factual information regarding operations, conditions and test data
provided by the Client or their representative have been assumed to be correct and
complete. The conclusions presented are based on the data provided, observations made,
and conditions that existed specifically on the date of the assessment.

EMG certifies that EMG has no undisclosed interest in the subject property, EMG’s
relationship with the Client is at arms-length, and that EMG’s employment and
compensation are not contingent upon the findings or estimated costs to remedy any
deficiencies due to deferred maintenance and any noted component or system
replacements.
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EMG’s PCA cannot wholly eliminate the uncertainty regarding the presence of physical
deficiencies and the performance of a subject property’s building systems. Preparation of a
PCR in accordance with ASTM E2018-99 is intended to reduce, but not eliminate, the
uncertainty regarding the potential for component or system failure and to reduce the
potential that such component or system may not be initially observed. This PCR was
prepared recognizing the inherent subjective nature of EMG’s opinions as to such issues as
workmanship, quality of original installation, and estimating the remaining useful life of
any given component or system. It should be understood. that EMG’s suggested remedy
may be determined under time constraints, formed without the aid of engineering
calculations, testing, exploratory probing, code compliance, the removal of materials, or
design considerations. Furthermore, there may be other alternate or more appropriate
schemes or methods to remedy the physical deficiency. EMG’s opinions are generally
formed without detailed knowledge from individuals familiar with the performance of the
component or system.

If you have any questions regarding this report, pléase contact Matthew E. Wasson listed
below at 1 (800) 733-0660, Ext. 2714 or via email at mewasson@emgcorp.com.

Prepared by: | Melvin Cauthen
Project Manager

Reviewed by:

Matthew E. Wasson
Technical Relationship Manager
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Executive Summary

2.1.  Summary of Findings

The Client contracted with EMG to conduct a Property Condition Assessment (PCA)
in order to prepare a Property Condition Report (PCR) of the subject property,
Shiloh Village Apartments, located at 8702 Shiloh Road in Dallas, Dallas County,
Texas. The PCA was performed on February 19, 2004. In addition, documentation
regarding a proposed renovation was reviewed by EMG.

The multi-family property has fifteen, 2-story apartment buildings containing 168
apartment units and a single-story rental office/laundry building. The site area is
10.006 acres. Construction of the property was completed in 1979.

On site amenities include a swimming pool, a children's playground, and a laundry
room.

Generally, the property appears to have been constricted within industry standards
in force at the time of construction, to have been somewhat well maintained during
recent years, and is in fair overall condition. :

According to property management personnel, the property ‘has had & limited

capital improvement expenditure program over the past three years. Documents
regarding the proposed/ongoing renovation and budgets were not provided to EMG.
A more detailed observation of the Documents and Budget can be found in
Section 4 of this report.

There are a number of Critical Repairs, Twelve Month Physical Needs, and Long
Term Physical Needs that are required over the evaluation period. These needs are
identified in the various sections of this report and are summarized in the attached
cost tables. A Project at a Clance summary table is provided as part of the
Executive Summary.

2.2.  Follow Up Recommendations

No additional evaluation is necessary.
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2.3. Purpose

The purpose of this report is to assist the Client in evaluating the physical aspects of
this property and how its condition may affect the Client’s financial decisions over
time. For this PCA, representative samples of the major independent building
components were observed and their physical conditions were evaluated in
accordance with ASTM E2018-99. These components include the site and building
exteriors, representative interior areas, and a random sampling of the tenant units.
The report identifies Critical Repairs, Twelve Month Physical Needs, and Long Term
Physical Needs. The standard is a non-luxury standard adequate for the rental
market. The Twelve Month Physical Needs identified are intended to reflect those
necessary for the Project to retain its original market position. All findings relating
to these opinions of probable costs are included in the relevant narrative sections of
this Report.

The property management staff and code enforcement agencies were interviewed
for specific information relating to the physical property, code compliance, available
maintenance procedures, available drawings and other documentation. The
Remaining Useful Life (RUL) of the property’s systems and components were
assessed and the estimated cost for repairs or replacements is included in the cost
estimates. All findings are included in the narrative sections of this report.

The physical condition of building.components is typically defined as being in one - -
of the following categories: Good, Fair, and Poor. For the purposes of this report,
the following definitions are used:

Good = Satisfactory as-is. Requires only routine maintenance during
the evaluation period. Repair or replacement may be required
due to a system’s estimated useful life.

Fair = Satisfactory as-is. Repair or replacement is required due to
current physical condition and/or estimated remaining useful
life.

Poor L= Immediate repair, replacement, or significant maintenance is
required.

4
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2.4. Deviations from Guide (ASTM E2018-99)

ASTM E2018-99 requires that any deviations from the guide be so stated within the
report. EMG’s probable cost threshold limitation is reduced from the guide’s
$3,000 to $1,000, thus allowing for a more comprehensive assessment on smaller
scale properties. Therefore, EMG’s opinions of probable costs that are individually
less than a threshold amount of $1,000 are omitted from this PCA. However,
comments and estimated costs regarding identified deficiencies relating to life/safety
or accessibility items are included regardless of this cost threshold.

2.5. Additional Scope Considerations

ltems required by ASTM E2018-99 are included within the Property Condition
Assessment and associated report (PCR). Additional “non-scope” considerations
were addressed at the request of the Client. These additional items are identified as
follows:

| PCA is performed by a Professional Engineer or a Registered Architect
E PCA is reviewed by a Professional Reviewer other than the Field Observer
L Property disclosure information obtained from the EMG Pre-Survey

. Questionnaire L o
B A limited visual assessment utilizing the EMG Accessibility Checklist
W A limited visual assessment and review of the property for mold growth,

conditions conducive to mold growth, and evidence of moisture in
accessible areas of the property

= Preparation of the Replacement Reserves based upon a reserve term as
provided by the Client

Provide a statement on the property’s Remaining Useful Life
Provide cross reference indexing between cost tables and report text
Provide Project At a Glance summary table

Determination of geographic Uniform Building Code Seismic Zone

Determination of FEMA Flood Plain Zone for single address properties

Preparation of cost tables and report commentary to include all aspects of the
proposed renovation work.
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2.6.  Cost Estimate Components and Property Life Estimates

Based on observations of readily apparent conditions, an Immediate and Short Term
Repairs Estimate (Table 1) was developed addressing critical repairs as health and
safety deficiencies that require Critical Repairs attention. Twelve Month Physical
Needs is an estimate of repairs, replacements, or significant deferred or other
maintenance items required within as part of the renovation work. In addition, a
Long Term Physical Needs cost estimate (Table 2) was prepared for the major
components identified to be repaired, replaced, or to have significant maintenance
performed over the next 20 years. '

EMG's Project at a Glance provides a summary of the conditions observed during
EMG’s visit to the property and estimated costs aggregated by either Critical Repairs,
Twelve Month Physical Needs or Long Term Physical Needs and cross-referenced to
each report section. ’

These opinions of probable costs are based on invoice or bid documents provided,
construction costs developed by construction resources such as R.S. Means and
Marshall & Swift, in addition to EMG’s experience with past costs for similar
properties, and assumptions regarding future economic conditions.

Subject to the qualifications stated in this paragraph and elsewhere in this report,
the remaining useful life (RUL) of the property is estimated to be not less than 35
years. The foregoing estimate as to useful life is an expression of a professional
opinion and is not a guarantee or warranty, express or implied. This estimate is
based upon the observed physical condition of the property at the time of the
EMG’s visit and is subject to the possible effect of concealed conditions or the
occurrence of extraordinary events, such as natural disasters or other “acts of God”,
which may occur subsequent to the date of the on site visit.

The remaining useful life for the property is further based on the assumption that:
(a) the critical repairs, Twelve Month Physical Needs, and future repairs for which
replacements provided as capital reserves are recommended are completed in a
timely and workmanlike manner; and (b) a comprehensive program of preventive
and remedial property maintenance is continuously implemented using an
acceptable standard of care. The estimate is made only with regard to the expected
physical or structural integrity of the improvements on the property, and no opinion
regarding economic or market conditions, the present or future appraised value of
the property, or its present or future economic utility is expressed by EMG.
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The following personnel from the facility and government agencies were
interviewed in the process of conducting the PCA:

Ms. Cynthia Perry-Bryant Shiloh Village Apartments

Customer Service

214-328-2632
Manager
Ms. Lisa Davis Dallas Building Department 214-948-4480

Customer Service

Mr. Steve Smith - Dallas Planning and Zoning Department

214-948-4382

Ms. Lashonda Charles Dallas Fire Records Department

Records Department

214-670-4319

The PCA was performed with the assistance of Ms. Cynthia Perry-Bryant, Manager,
with Shiloh Village Apartments, the on site Point of Contact (POC), who was
cooperative and provided information which appeared to be accurate based upon
subsequent site observations. The on site contact is semewhat. knowledgeable
about the subject property and answered most questions posed during the interview
process. The POC’s management involvement at the property has been for the past

two years.
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2.8. Construction Plans Reviewed

Prior to the PCA, EMG requested relevant documentation that could aid in the
knowledge of the subject property’s physical improvements, extent and type of use,
and/or assist in identifying material discrepancies between reported information and
observed conditions. EMG’s review of documents submitted does not include
commenting on the accuracy of such documents or their preparation, methodology,
or protocol.  The following documentation was provided for review while

performing the PCA. Discrepancies and referenced report sections are noted in the

CORPORATE HEADQUARTERS

table below.

Rehabilitation Plans Not Provided N/A N/A

Original construction drawings . Reviewed No N/A

Soils report or other site study Not Provided N/A N/A

Cost breakdown for proposed work Not Provided N/A N/A
- |Maintenance logs Not Provided N/A N/A

Certificate of Occupancy " Received No Section 3.1

Prior property condition reports / surveys Not Provided N/A N/A

Outstanding citations for building, fire, life Not Provided N/A Section 3.1

safety, and zoning violations

Safety inspection records Not Provided N/A N/A

Appraisal Not Provided N/A N/A
. |Roof warranty invformation Not Provided N/A N/A

Warranty information (boilers, chillers, Not Provided N/A N/A

cooling towers, etc.)

EUL age information for components and Not Provided N/A N/A

systems

Property specific historical repair and Not Provided N/A N/A

replacement cost information

Pending proposals or executed contracts for Not Provided N/A N/A

material repairs or replacements

ADA accessibility survey Not Provided N/A N/A

11011 McCORMICK ROAD
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e N e

ncy percentage,

e AL AN AR 2%
Building rent roll, occupa
and turnover rate

Not Provided N/A N/A

Marketing and/or leasing information ' Not Provided N/A N/A

2.9. Pre-Survey Questionnaire

A Pre-Survey Questionnaire was sent to the POC prior to the site visit. The
questionnaire is included in Appendix E. Information obtained from the
questionnaire has been used in preparation of this PCR.

2.10. Weather Conditions

Weather conditions at the time of the site visit were clear, with temperatures in the
60s (°F) and light winds. ' :

11
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Code Information and Accessibility

3.1. Code Information, Flood Zone and Seismic Zone

According to of the Dallas Building Department, there are no outstanding building
code violations on file. The Building Department does not have an annual
inspection program. They only inspect new construction, work that requires a
building permit, and citizen complaints. A copy of a typical original Certificate of
Occupancy is included in Appendix C.

According to the Dallas Planning Department, the property is located within a MF-
1A Multi-family Residential zoning district and is a conforming use.

According to the Dallas Fire Department, code compliance information can only be
obtained through submission of a written request under the Freedom of Information
Act (FOIA). A request was submitted, and a copy of the request is included in
Appendix C. Significant information will be forwarded upon receipt.

According to the Flood Insurance Rate Map, published by the Federal Emergency
Management Agency (FEMA) and dated August 23, 2001, the property is located in
Zone X, defined as an area outside the 500-year flood plain with less than 0.2%
annual probability of flooding. Annual Probability of Flooding of Less than one
percent. '

According to the 1997 Uniform Building Code Seismic Zone Map of the United
States, the property is located in Seismic Zone 0, defined as an area of very low
probability of damaging ground motion.

3.2. ADA Accessibility

Generally, Title Ill of the Americans with Disabilities Act (ADA) prohibits
discrimination by entities to access and use of “areas of public accommodations”
and “commercial facilities” on the basis of disability. Regardless of its age, these
areas and facilities must be maintained and operated to comply with the Americans
with Disabilities Act Accessibility Guidelines (ADAAG).

12
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| Wrap drain pipes below lavatory with insulation; protect against contact with
hot, sharp, or abrasive surfaces. (ADAAG Section 4.19.4)
Estimated Cost: 1 @ $35 each =...cooeevvevvennn, TP $35

A full ADA Compliance Survey may reveal additional aspects of the property that
are not in compliance.

Corrections of these conditions should be addressed from a liability standpoint, but
are not necessarily code violations. The Americans with Disabilities Act
Accessibility Guidelines concern civil rights issues as they pertain to the disabled
and are not a construction code, although many local jurisdictions have adopted the
Guidelines as such. The cost to address the achievable items noted above is $1,135
and is included as a lump sum in the Twelve Month Physical Needs cost estimate
(Table 1).

3.3. Mold

As part of the PCA, EMG completed a limited, visual assessment for the presence of
visible mold growth, conditions conducive to mold growth, or evidence of moisture
in readily accessible areas of the property. EMG interviewed property. personnel
concerning any known or suspected mold contamination, water mflltratfon or

mildew-like odor problems. ' ‘ ' o

This assessment does not constitute a comprehensive mold survey of the property.
The reported observations and conclusions are based solely on interviews with
property personnel and conditions observed in readily accessible areas of the
property at the time of the assessment. Sampling was not conducted as part of the
assessment.

EMG observed the presence of visible, suspect mold growth, on several of the
HVAC vents in the restrooms of apartment units 207, 119, 219, 222, 180 and 266.
In addition, visible, suspect mold growth was observed on the ceiling and walls in
apartment unit 161 consisting of approximately 50 square feet.

The source of the moisture appears to be caused by the inability of the moisture in
the shower area where the HVAC vent is located to be removed by the bathroom
vent fan. The fan is isolated from the bathroom exhaust fan by a solid door
preventing the moisture from being removed and allowing the moisture to condense
on the vent. The proposed correction is to change the solid door to a louvered door
allowing removal of the moisture from the shower area. This work is included in
the Twelve Month Physical Needs cost estimate (Table 1) in Section 8.4.

14
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Remediation can be conducted by properly trained building maintenance staff. In
addition, the source of this moisture should be addressed in order to prevent future
mold problems. The estimated costs of corrective action are of a minimal quantity,
and consequently, are considered to be part of routine maintenance operations. No
other costs are included in the tables.

15
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4.1.  Apartment Unit Types

The following table identifies the reported apartment types and apartment mix.

2 Bedrooms/1 Bathroom

3 Bedrooms/1-1/2 Bathrooms

1,119 SF

72

4 Bedrooms/2 Bathrooms

1,200 SF

There are currently 5 vacant units.

There are currently no down units.

168

TOTAL

4.2.  Apartment Units Observed

Twenty-five percent of the apartment units were observed in order to establish a
representative sample and to gain a clear understanding of the property’s overall
condition. Other areas accessed included the exterior of the property and the
interior common areas. The following apartments were observed.

101/

3 Bedrooms/1-1/2 Bathrooms

Occupied. Fair condition.

103/1¢

3 Bedrooms/1-1/2 Bathrooms

Occupied. Good condition.

205/2

3 Bedrooms/1-1/2 Bathrooms

Occupied. Fair condition.

207/2

3 Bedrooms/1-1/2 Bathrooms

Occupied. Fair condition. Mold observed at

bathroom HVAC vent

211/2M

4 Bedrooms/2 Bathrooms

Occupied. Fair condition.

214/2

4 Bedrooms/2 Bathrooms

Occupied. Fair condition. Repair cracks at tape

and bed joints.

CORPORATE HEADQUARTERS
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116/1% 4 Bedrooms/2 Bathrooms Occupied. Fair condition.

Occupied. Fair condition. Mold observed at
4 .

119/1° 4 Bedrooms/2 Bathrooms bathroom HVAC vent

Occupied. Fair condition. Mold observed at
nd

219/2 4 Bedrooms/2 Bathrooms bathroom HVAC vent

217/2m | 4 Bedrooms/2 Bathrooms Vacant. Fair condlthn. Needs.ma.ke ready.
Needs sub floor repairs at the dinning area.

220/2" 4 Bedrooms/2 Bathrooms Occupied. Fair condition.
Occupied. Fair condition. Mold observed at

222/2 4 Bedrooms/2 Bathrooms bathroom HVAC vent. Repair cracks at tape and
bed joints.

227/2m 4 Bedrooms/2 Bathrooms Occupied. Fair condition.

127/1% 4 Bedrooms/2 Bathrooms Vacant. Fair condition. Needs make ready

162/1% - 2 Bedrooms/1 Bathroom Occupied. Fair condition.

161/ 2 Bedrooms/1 Bathroom Occupied. F.a.nr condition. Mold observed at
bathroom ceiling. ,

168/1% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Good to Fair condition.

268/2" 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.

282/2™ 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.

182/1% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Good condition.

181/1% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.

281/2% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Good condition.

179/1% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.

177/1% 3 Bedrooms/1-1/2 Bathrooms OCCUplE‘('Z{.‘ Fair condition. Repair cracks at tape
and bed joints.

172/1% 3 Bedrooms/1-1/2 Bathrooms Vacant. .Falur condition. Repair cracks at tape
and bed joints.

169/1¢ 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.

269/2% 3 Bedrooms/1-1/2 Bathrooms Occgplefi. Fair condition. Repair sub floor at
the dinning area.

129/1% 4 Bedrooms/2 Bathrooms Occupied. Fair condition.

131/1¢ 4 Bedrooms/2 Bathrooms Occupied. Fair condition.

230/2™ 4 Bedrooms/2 Bathrooms Occupied. Fair condition.

17
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133/1¢ 4 Bedrooms/2 Bathrooms Occupied. Good condition.

143/1* 3 Bedrooms/1-1/2 Bathrooms | Vacant. Fair condition. Needs make ready.
243/2m 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.
' Occupied. Fair condition. Repair sub floor at
248/2" 3 Bedrooms/1-1/2 Bathrooms _| the dinning area. Repair cracks at tape and bed
joints.

149/1 2 Bedrooms/1 Bathroom Occupied. Fair condition.

154/1% 2 Bedrooms/1 Bathroom Occupied. Fair condition.

254/2™ 2 Bedrooms/1 Bathroom Occupied. Fair condition.

256/2™ 2 Bedrooms/1 Bathroom QOccupied. Fair condition.

156/1% 2 Bedrooms/1 Bathroom | Vacant. Good condition.

167/1% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.

166/1% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.

, Occupied. Fair condition. Mold observed at
266/2™ 3 Bedrooms/1-1/2 Bathrooms | bathroom ceiling. Repair sub floor at the
dinning area.

All areas of the property were available for observation during the site visit. |

A “down unit” is a term used to describe a non-rentable apartment unit due to poor
conditions such as fire damage, water damage, missing appliances, damaged floor,
wall or ceiling surfaces, or other significant deficiencies. According to the POC,
there are no down units.

4.3. Construction Drawings

No drawings were prepared for the planned repairs.

4.4. Construction Specifications

No construction specifications for the planned repairs were provided for review.

18
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4.5. Construction Contract

No Construction Contract for the planned repairs was provided for review.

4.6. Other Reports:

No additional reports for the planned repairs were provided for review.
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5.  Site Improvements

5.1. Utilities

The following table identifies the utility suppliers and the condition and adequacy of
the services.

City of Dallas

| City of Dallas Good

Observations/Comments:

] According to the POC, the utilities provided are adequate for the property.
There are no unique, on site utility systems such as emergency electrical
generators, septic syste'ms, water or waste water treatment plants, or propane
gas tanks.

5.2.  Parking, Paving, and Sidewalks

The main entrance drive is located along Shiloh Road on the east side of the
property. There is an additional entrance drive along Shiloh Road. The parking
areas and drive aisles are paved with asphaltic concrete. The entrance driveway
aprons are paved with concrete.

Based on a physical count, parking is provided for 371 cars. The parking ratio is 2.2
spaces per apartment unit. All of the parking stalls are located in open lots. Two
handicap parking stalls are located adjacent to the rental office, one of which is
reserved for vans.

The sidewalks throughout the property are constructed of cast-in-place concrete.
Cast-in-place concrete steps are located at grade changes.
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The curbs and gutters are constructed of cast-in-place concrete.

Observations/Comments:

[ The asphalt pavement is in good condition. The POC reported that the
paving was overlaid in 2003. There are no significant signs of cracks or
surface deterioration. In order to maximize the pavement life, pothole
patching, crack sealing, seal coating, and re-striping of the asphalt paving
will be required over the evaluation period. The costs are included in the
Long Term Physical Needs cost estimate (Table 2).

= The concrete curbs and gutters throughout the property are in good
condition. Routine cleaning and maintenance will be’ required over the
evaluation period.

| Some areas of the sidewalks are in fair condition. Cracking, misalignment,
spalling and considerable settlement were observed and require repair or
replacement for safety reasons. The cost of this work is included in the
Critical Repairs cost table (Table 1). :

5.3. Drainage Systems and Erosion Control

Storm water from the roofs, landscaped areas, and paved areas flows into on site
inlets and catch basins with underground piping connected to the municipal storm
water management system.

Observations/Comments:

- There is no evidence of storm water runoff from adjacent properties. The
storm water system appears to provide adequate runoff capacity. There is no
evidence of major ponding or erosion. '

5.4. Topography and Landscaping

The property slopes gently down from the northeast side of the property to the
southwest property line.

- The landscaping consists of trees, shrubs, and grasses. Flowerbeds are located
throughout the site.
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Landscaped areas are irrigated by an in-ground sprinkler system, which consists of
underground piping, shut-off valves, pop-up sprinkler heads, and automatic timers.

Surrounding properties include a school, vacant land and residential developments.

Timber retaining walls are located at grade changes throughout the site.

/

Observations/Comments:

] The topography and adjacent uses do not appear to present conditions
detrimental to the property.

| The landscape material is in fair condition. There are isolated areas of poorly

' maintained and barren landscape throughout the site. New landscape
material must be installed at the affected areas as part of the renovation. The
cost of this work is included in the Twelve Month Physical Needs cost
estimate (Table 1).

H The underground irrigation system is in fair condition. According to the
POC, the system has a history of leaks and extensive maintenance
requirements. Portions of the system have been abandoned in place.  Based
on the Estimated Useful Life and the observed conditions, replacement is
recommended as part of the renovation. The cost of this work is included in
the Twelve Month Physical Needs cost estimate (Table 1).

®  The retaining walls appear to be in fair to poor condition. lIsolated areas of
the wood timbers are rotted or splintering. Based on the Remaining Useful
Life and the observed conditions, replacement is recommended within the
Year. The cost of this work is included in the Twelve Month Physical Needs
cost estimate (Table 1).

5.5. General Site Improvements

Property identification signage is provided by a wood pole monument sign adjacent
to the main entrance drive. Street address numbers are displayed on the exterior
elevations.

Site and exterior building illumination is provided by light fixtures surface-mounted
on the exterior walls. A wall-mounted light fixture is located adjacent to each
apartment unit’s entrance door.
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The property has an in-ground, outdoor swimming pool that is located adjacent to
the rental office/laundry building. The pool has a concrete coping and ceramic tile
at the water line. The pool is constructed of concrete and is surrounded by a
concrete walkway. The concrete walkway is finished with a cool-deck epoxy
coating.

The pool equipment is located in an enclosure adjacent to the pool. The equipment
consists of water filters and circulating pumps. The swimming pool water is not
heated.

A painted, metal fence, approximately six feet high, surrounds the pool area.

A perimeter fence is located along the north, south and west property lines. The
fence is constructed of chain link with metal posts.

A children's play area, which contains metal playground equipment, is located on
the southwest corner of the site.

Dumpsters are located in the parking area and are placed on the asphalt paving.
The Dumpsters are enclosed by wood board fences and are accessed by wood
gates.

Observations/Comments:

'he property identification signs are in good condition.  Routine
maintenance is recommended during the evaluation period. No other action
is recommended. '

] The exterior light fixtures are original and in fair to poor condition. Many
fixtures are missing their translucent enclosure. Based on the observed
conditions and the Remaining Useful Live, replacement is recommended as
part of the renovation. The cost of this work is included in the Twelve
Month Physical Needs cost estimate (Table 1).

B . The pool is in good condition, requiring routine maintenance. Based on the
estimated Remaining Useful Life (RUL), the pool will require relining during
the evaluation period. The costs are included in the Long Term Physical
Needs cost estimate (Table 2).

| The concrete pool deck is in good condition. Based on the estimated
Remaining Useful Life (RUL), the pool deck will require resurfacing during
the evaluation period. The costs are included in the Long Term Physical
Needs cost estimate (Table 2).
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7.3. Building Gas Distribution

Gas service is supplied from the gas-main on the adjacent public street. The gas
meters and regulators are located along the exterior walls of the boiler rooms and
the laundry room. The gas distribution piping is malleable steel (black iron).

Observations/Comments:
E According to the POC, the pressure and quantity of gas are adequate.

| The gas meters and regulators appear to be in good condition and will
require routine maintenance over the evaluation period. .

] Only limited observation of the gas distribution piping can be made due to
hidden conditions. The gas piping is in good condition and, according to the
POC, there have been no gas leaks.

7.4. Building Electrical

The electrical supply lines run underground to pad-mounted transformers, which
feed exterior-mounted electrical meters. The common area lighting is metered
separately. -

The main electrical service size to each building ranges from a minimum of
1,000-Amp, 120/240-Volt, single phase, three wire, alternating current (AC). The
electrical wiring is reportedly copper, installed in non-metallic, sheathed cable.
Circuit breaker panels are located throughout each building.

Observations/Comments:

B  The on site electrical systems are owned and maintained by the respective
utility company. This includes transformers, meters, and all elements of the
on site systems.

] Accordmg to the POC, the electncal power is adequate for the property’s

demands.

B The switchgear, circuit breaker panels and electrical meters appear to be in
good condition and will require routine maintenance over the evaluation
period.
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7.5. Elevators and Conveying Systems

Not applicable. There are no elevators or conveying systems.

7.6.  Fire Protection Systems

The fire protection system consists of fire extinguishers and smoke detectors. Fire
extinguishers are located in the common areas and are mounted on the wall. At
least one hard-wired smoke detector is located in each apartment unit. The nearest
fire hydrants are located along the property’s dnve aisles and are-approximately 100
feet from each building. :

Observations/Comments:

| Information regarding fire department inspection information is mcluded in
Section 3.1.

- The fire extinguishers are serviced annually and appear to be in good
condition. The fire extinguishers were serVIc:ed and inspected within the last
year.

Smoke detector replacement is considered to be routine maintenance.

m Exit sign and emergency light replacement is considered to be routine
maintenance.
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8. Dwelling Units

8.1. Interior Finishes

The following table generally describes the interior, finishes in apartment units:

Living room Carpet Painted drywall Painted drywall

Kitchen Vinyl tile Painted drywall Painted drywall

Bedroom Carpet Painted drywall - ’ ' Painted drywall

Bathroom Vinyl tile Painted drywall / Ceramic tile Painted drywall
tub surround

The residential units are typically renovated when tenants move out. The
renovation generally consists of floor finish cleaning or replacement, interior
painting general cleaning and repair or replacement of any damaged items.

Thé interior doors are hollow core wood doors set in wood frames with painted or.
stained finish. Interior doors typically contain knob hardware.

Each apartment has a minimum of one hard-wired smoke detector.

Observations/Comments:

N The interior finishes in the apartment units are in fair to poor condition.
Management intends to complete repairs to the units as part of rehabilitation
of the units. This work includes repair of drywall, replacement of floor
coverings, replacement of interior doors, and repainting of walls and ceilings.
The cost of this work is included in the Twelve Month Physical Needs cost
estimate (Table 1).

| Additional floor covering replacements are anticipated during the reserve
period. The costs are included in the Long Term Physical Needs cost
estimate (Table 2).
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] As discussed in the Section 3.3, Mold, there is suspect mold observed on the
HVAC vent distribution devices in the bathrooms. The cause is a result of
the moisture not being removed by the exhaust fan due to the solid doors
separating the shower area from the remaining bathroom. EMG
recommends replacing the solid doors with louvered doors to improve the
air circulation and moisture removal from the shower area. The cost of this
replacement is included in the interior rehabilitation described above.

8.2. Appliances

Each apartment unit kitchen typically includes the following appliances:

| Frost-free

{ Electric

Y Ductless

4 Provided

Not Provided

| Not provided

The kitchen cabinets are constructed of plastic-laminated wood. The countertops
are wood and have a plastic-laminated finish.

Observations/Comments:

| The kitchen cabinets and countertops are generally older and fair to poor
condition.  Replacement of the original cabinetry and countertops is
recommended within the year as part of the rehabilitation. The cost of this
work is included in the Twelve Month Physical Needs cost estimate
(Table 1).

Based on the Estimated Useful Life and the observed conditions, replacement
of the remaining units is anticipated during the reserve term. The cost for
this work is included in the Long Term Physical Needs cost estimate
(Table 2).
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n The kitchen appliances vary in age from newer units, to a variety of original
and older replacements. The appliances were generally in good to fair
condition. Based on the Estimated Useful Life and the observed conditions,
replacement is of the original and older appliances is recommended as part
of the renovation. It should be noted that all of the units EMG observed had
original ranges. The cost of this work is included in the Twelve Month
Physical Needs cost estimate (Table 1).

E Replacement of the newer appliances, and appliances installed during the
renovation are anticipated to require replacement late during the evaluation
period. The cost for this work is included in the Long Term Physical Needs
cost estimate (Table 2). :

8.3. HVAC

Heating and cooling are provided by split system air conditioners with electric heat.
The fan coil units are concealed above the ceilings. The air-conditioning
condensing units are pad-mounted on grade. The cooling equnpment uses R-22 as a
refrigerant.

Air distribution is provided to supply air registers by ducts concealed above the
ceilings. Return air grilles are located adjacent to the fan coil umts The heating
:nd cooling system are controlled by local thermostats. - ’

Natural ventilation is provided by operable windows. Mechanical ventilation is
provided in the bathrooms by ceiling exhaust fans.

Observations/Comments:

n According to the POC, the HVAC systems are maintained by the in-house
maintenance staff. Records of the installation, maintenance, upgrades, and
replacement of the HVAC equipment at the property have not been
maintained since the property was first occupied. ‘

B - According to the POC, most of the HVAC equipment has been replaced
within the past five years. HVAC equipment is reportedly replaced on an "as
needed" basis. : :

| The condensers appear to be in good to fair condition. In general, the
condensers were observed to be replacement units. Based on their estimated
Remaining Useful Life (RUL), some of the condensers will require
replacement as part of the renovation. The cost of this work is included in
the Twelve Month Physical Needs cost estimate (Table 1),
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I Additional replacements are recommended Based on the Estimated Useful
Life and the observed conditions. The costs are included in the Long Term
Physical Needs cost estimate (Table 2).

B The fan coil units appear to be in good condition. Replacement of some fan
coil units is recommended within the year as part of the rehabilitation. The
cost of this work is included in the Twelve Month Physical Needs cost
estimate (Table 1).

8.4. Plumbing

The bathrooms include a water closet, enameled-steel bathtub a vanity, and a
lavatory.

Domestic hot water is supplied by the central system described in Section 7.2.

Observations/Comments:

L The bathroom fixtures are in good to poor condition. Based on the
conditions observed and the Estimated Useful Life, replacement of
approximately 50 percent of the bath fixtures is recommended. EMG has
included budgetary costs to address replacements in the Twelve Month
‘Physical Needs cost estimate (Tabic 1).

|| According to the POC, the pressure and quantity of hot water are adequate.

8.5. Electrical

The electrical service to each apartment unit ranges from a minimum 125-Amp. A
circuit breaker panel inside each unit supplies the HVAC system, appliances,
receptacles and light fixtures.

The apartment units have incandescent and fluorescent light fixtures. Fach
apartment unit has at least one cable television outlet and telephone jack.

Observations/Comments:

H According to the POC, the electrical power is adequate for each apartment
unit’s demands.

] The apartment unit light fixtures are in good condition.  Light fixture
replacement is considered to be routine maintenance.
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- EMG observed that no ground fault circuit interrupters are installed in the
kitchens and bathrooms. EMG recommends that these be installed as part of
the rehabilitation. The cost of this work is included in the Twelve Month
Physical Needs cost estimate (Table 1).

8.6.  Furniture, Fixtures and Equipment (FF&E)

Novt‘applicable. There are no furnished apartments.
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9, Other Structures

The rental office/laundry building is located near the main entrance to the property. The
rental office/laundry building is constructed of, and finished with, materials similar to the
apartment buildings. See Sections 6 and 7 for descriptions and comments.

The rental office/laundry building contains the rental office, the maintenance shop and the
laundry room. The rental office/laundry has carpeted or vinyl tile floots and painted,
drywall-finished walls and ceilings. :

A storage building is located on the north side of the site. The maintenance building is a
pre-manufactured painted wood structure set on concrete blocks.

Observations/Comments:

| The finishes and the furnishings in the rental office are in good to fair condition.
Based on their estimated Remaining Useful Life (RUL), some of the finishes and the
furnishings will require repairs or replacement. The cost of this work is included as
a lump sum in the Twelve Month Physical Needs cost estimate (Table 1).
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10. Opinions of Probable Cost

This section provides estimates for the repair and capital reserves items noted within this
PCR.

These estimates are based on Invoice or Bid Document/s provided either by the
Owner/facility and construction costs developed by construction. resources such as R.S.
Means and Marshall & Swift, EMG’s experience with past costs for similar properties, city
cost indexes, and assumptions regarding future economic conditions.

10.1. Methodology

Based upon site observations, research, and judgment, along with referencing
Expected Useful Life (EUL) tables from various industry sources, EMG opines as to
when a system or component will most probably necessitate replacement. Accurate
historical replacement records, if provided, are typically the best source of
information. Exposure to the elements, initial quality and installation, extent of use,
the quality and amount of preventive maintenance exercised, etc., are all factors that
impact the effective age of a system or component. As a result, a system or
component may have an effective age that is greater or less than its actual
chronological age. The Remaining Useful Life (RUL) of a component or system
equals the EUL less its effective age. ‘

Where quantities could not be derived from an actual take-off, lump sum costs or
allowances are used. Estimated costs are based on professional judgment and the
probable or actual extent of the observed defect, inclusive of the cost to design,
procure, construct and manage the corrections.

10.2. Immediate Repairs and Short Term Costs

Immediate repairs are opinions of probable costs that require Critical Repairs action
as a result of: (1) material existing or potential unsafe conditions, (2) material
building or fire code violations, or (3) conditions that, if left unremedied, have the
potential to result in or contribute to critical element or system failure within one
year or will most probably result in a significant escalation of its remedial cost.
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Short term costs are opinions of probable costs to remedy physical deficiencies,
such as deferred maintenance, that may not warrant Critical Repairs attention, but
that require repairs or replacements which should be undertaken during any
renovation work. Such opinions of probable costs may include costs for testing,
exploratory probing, and further analysis should this be deemed warranted by the
consultant. The performance of such additional services are beyond the PCA scope
of work. Generally, the time'frame for such repairs is within one to two years.

10.3. Modified Capital Reserves

Modified Capital Reserves are for recurring probable expenditures which are not
classified as operation or maintenance expenses. The modified capital reserves
should be budgeted for in advance on an annual basis. Capital reserves are
reasonably predictable both in terms of frequency and cost. However, capital
reserves may also include components or systems that have an indeterminable life
but nonetheless have a potential liability for failure within an estimated time period.

Modified Capital Reserves exclude systems or components that are estimated to
expire after the reserve term and that are not considered material to the structural
and mechanical integrity of the subject property. Furthermore, systems and
components that are not deemed to have a material effect on -the use are also
excluded. Costs that are caused by acts of God, accidents, or other occurrences that
are typically covered by insurance, rather than reserved for, are also excluded.

Replacement costs are solicited from ownership/property management, EMG’s
discussions with service companies, manufacturers' representatives, and previous
experience in preparing such schedules for other similar facilities. Costs for work
performed by the ownership’s or property management’s maintenance staff are also
considered.

EMG’s reserve methodology involves identification and quantification of those
systems or components requiring capital reserve funds within the evaluation period.
The evaluation period is defined as the effective age plus the reserve term.
Additional information concerning system’s or component’s respective replacement
costs (in today's dollars), typical expected useful lives, and remaining useful lives
were estimated so that a funding schedule could be prepared. The Modified Capital
Reserve Schedule presupposes that all required remedial work has been performed
or that monies for remediation have been budgeted for items defined in the
Immediate Repair and Short Term Cost Estimate.
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11. Appendices
Appendix A Photographic Record
Appendix B Site Plan B
Appendix C — Supporting Documentation
Appendix D EMG Accessibility Checklist
Appendix E Pre Survey Questionnaire and Documentation Request Form
Appendix F Acronyms and Out of Scope ltems
Appendix G Resumes for Report Reviewer and Field Observer
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Fire Department FOIA
To:  Ms. Lashonda Charles ' Date: February 20, 2004
Dallas Fire Department Phone #: 214-670-4319
Dallas, Texas 75201 Fax #: 214-670-4324
Re:  Shiloh Village Apartments
8702 Shiloh Road
Dallas, Texas 75228
EMG Project No: 113607 Project Manager: Melvin Cauthen

Dear Ms. Charles:

EMG is an engineering firm currently conducting a property condition survey of the above-
referenced property. As part of the due-diligence process, we are submitting this letter
through the Freedom of Information Act to obtain information specific to the property. We
request your assistance by providing us with the following information concerning the site
and buildings:

1. Date of last fire department inspection  / /

mo. day year

2. Arethere any OUTSTANDING fire code violations? YES / NO
(circle one)

3. How often is the subject property inspected? annually, biennially, other
(circle one)

Responses may be faxed directly to our office, at (410) 785-6220, or mailed to our
corporate offices:

EMG

Attn: Technical Relationship Manager

11011 McCormick Road _

Hunt Valley, Maryland 21031

If outstanding violations are on file, please provide copies of the reports/citations. Please
note the EMG Project Number and the Technical Relationship Manager's name on all
correspondence.. If you need additional information to complete this request, please
contact me at (800) 733-0660. Thank you for your prompt attention to this matter.
Sincerely,

Melvin Cauthen

Project Manager
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Record of Communication

Date: February 20, 2004 Time: 3:00 pm

Project Number: 113607 Recorded by: Melvin Cauthen

Project Name: Shiloh Village Apartments

Communication with: Ms. Lashanda Charles

of: Dallas Fire Department

Phone: 214-670-4319

Communication via:
Telephone Conversation
[ ] Discussions During Site Inspection
[] Office Visitation/Meeting at: -
[ ] Other:

Re: Outstanding fire code violations and inspection history

@ Sumimary of Communication: According to the Dallas Fire Department, code cormpliance -

information can only be obtained through submission of a written request under the
Freedom of Information Act (FOIA). A request was submitted, and a copy of the request is
included in Appendix C. Significant information will be forwarded upon receipt.

Conclusions, Actions Taken, Required, or Recommended: FOIA request was sent. FOIA
response will be forwarded upon receipt as an attachment to Appendix C.

Follow-up Required: When, With and By Whom:

CORPORATE HEADQUARTERS 110171 McCORMICK ROAD HUNT VALLEY. MARYLAND 21031 800 733 0660 FAX 410 785 6220
WWW.BmMacaro.com



Site Elements Systems

and Conditions

DRAFT - FOR DISCUSSION PURPOSES ONLY

Shiich Village Apartments No.of Units: 168

Dallas, Texas No. of Buildings: 15

February 19, 2004 Reserve Term: 20 years
113607 Property Age: 25 years

ftern Descriptions Cond EUL Age RUL Diff Action /Comment Quantity Unit  Now DM
ADA Survey F I NAT NATNAT Perform follow-up study 1 I EA T V7
Roof Consultant, core samples & report NA | NA | NA

6n-site éénitary sewer collection system

SrAREhETYY

ﬁom{daﬁoﬁs -

G 3012 -5 2
Site power distribufion G 40 | 25 | 15 1
Site gas main G 40 1 251 15 1
Gas distribulion Jines G 40 | 25 | 15 i
Roadways, aspha! (sedl coal) F 5 1 4 Seal and fil eracks 519,400 EA
Pedestrian paving, concrete P 15125 | -10 Replace 750 SF 4
Catch basin G 40 | 251 151 1
Storm drain lines G 50 1 251 25
Site sanitary fines G 50 | 256 | 25
Site water main G 40 | 25 ] 15 i
Site sewer main G 50 | 26 | 25
Earthwork G 50 | 26 | 25
Landscaping P 50 | 25 | 25 Replace 168 EA v
hirigaion system P 30 | 25 5 Repair 1 LS v
Retaining walls, wood timber F 151 26 | -10 Replace 400 LF 4
Swimning pool datk G 18 1 14 Resurface deck 1,000 SF
Dumpster endosures P 10 [ 10 1) Replace 4 EA 4
Swimming pool equipment G 10 1 9 Replace as needed 2 EA
Swimming pool surface G 10 1 9 Replace as needed 2 LS
Signage G 101251151 3
Buiding mounted HID lighling F [ 6 [1] Repair 15 EA v
Perimeter Fencing, chain link P 40 | 25 | 15 Replace 200 LF v
Piaygrou i Replace X3 4

-5 Repalr

i0

cold water dstrioution

Replace 1x dun

Haplace finishes

G
Roof covering, asphalt shinges P 201 241 -4 Replace 960 SQ "4
Roof structure G 50 | 25 | 28
Roof drainage, exterior {gutter & fascia) G 25 2 23
Insutation within wall G 60 } 26 | 25
Exterior walls, soffits and trim p 151251 10 Repair 15 BLDG v
Exterior walls, stuccol siding F 5 3 2 Prep and paint/stain 150,000 v
Exterior walls, stucco/ siding G 5 -1 6 Prep and paint/stain 450,000
Exterior steet stairs, seraping and recoating P 10 1 256 | -16 Repair 5 4
p
p

DHW, inslantaneous

Sanitary waste and ven! system

Gas distribution system

Hecirical wiring

Buiding fightin
S RTRRIOR EIISHE S AR IO

| iving area foors, carpet {older} P 7 7 0 Replace 168 EA

Living area floors, campet G 7 -1 8 Replace 336 EA

Living area fioors, resiient {clder) P 15 115 0 Replace 168 EA 7
Living area floors, resiient G 16 [ 1] 18 Replace 168 EA

Living area walls &celings, drywal 3 50 1 251 25 Repair and paint 168 EA v
interior doors G 301 5 Replace 1218 EA 4
Refrigerator (clder} F 15 1 15 0 Replace 67 EA 7
Refrigerator {newer) G 15 5 10 Replace 101 EA
Dishwasher (dder) F 10§ 10 0 Replace 57 EA 4
Dishwasher (newer) G 01 6 4 Replace 202 EA

Range (older} F w1181 0 Replace 168 EA 4
Range (newer) G 151 1 18 Replace 168 EA
Cabinets, Countertep and sink P 20 | 19 1 Replace original cabinetry 148 EA 4
Cabinets, Countertop and sink G 20 ] 56 15 Replace 1x during term 20 EA
Refrigerator (newer) G 15 1 -1 18 Replace 87 EA
Dishwasher {newer) G 1011 11 Replace 87 EA

HVAC, fan coi unils F 26 ] 25 0 Replace 1x during term 126 EA 4
HVAC, fan col units F 25 1 10 15 3

HVAC: spiit DX system F 15 4 11 Replace 112 EA

HVAC: spitt DX system F 15 1 4 1 Replace 56 EA v
HVAC: spiit DX system G 151 1 16 Replace atleast 1x during term 56 EA

Bath Fixtures {Sink, tolel, tub) P 201251 -5 Replace 168 EA 4
Bath Fixtures {Sink tolet, tub) F 20 101 0] 3

Restroom ventalaion P NA | NA [##H

Hechrica devices: switches & oullels P 15 1 26 1-10 Install GFCH in kitchen and bathroom 446 EA 4
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WESTMARK MANAGEMENT COMPANY - OCCUPANCY & COLLECTION REPORT
SHILOH VlLLAGE APARTMENTS
Date:
21d4 71412003
PROPERTY UNIT SCHEDULE

UNIT TYPE 2BR 3BR 4BR TOTALS
SQUARE FEET 940 1,119 1200 190,960
RENT TYPE Gection 8 Section 8 Section 8 GP! TOTAL
RENT PER UNIT $609 $678 $779 $120,072 SECS
TOTAL UNITS _ 16 80 72 168 168

OCCUPIED UNITS
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Appendix D

EMG Accessibility Checklist

CORPORATE HEADOGUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 800, 733 0660 FAX 410 785 68220
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Property Name: Shiloh Village Apartments
Date: February 19, 2004

Project Number: 113607 .

Has the management previously completed

[E an ADA review? X
7 Does an ADA compliance plan exist for the 4 X
* | property?
Has the plan been reviewed/approved by X
3. | outside agencies (engineering firms, building
department, other agencies)?
Have any ADA related complaints been 1] x A

received in the past?

Are there an adequate number (per
1. | regulation) of wheelchair accessible parking X
spaces available (96" wide/ 60” aisle)

Is there at least one wheelchair accessible
2. | van parking space (96" wide/ 96" aisle) for X
every 8 standard accessible spaces?

Are accessible parking spaces located on the
3. | shortest accessible route of travel from an X
accessible building entrance?

| Does signage exist directing you to
4. | wheelchair accessible parking and an X
accessible building entrance?

Is there a ramp from the parking to an

5. | accessible building entrance (1:12 slope or X
fess)
If the main entrance is inaccessible, are there

6. . X
alternate accessible entrances?

7 Is the accessible entrance doorway at least X

32" wide?

CORPORATE HEADGUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 800 733 0880 FAX 410 785 8220
WWW. BIIgCorp. com
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Is the door handle easy to open? (lever/push
type knob, no twisting required, no higher
-than 48" above floor)

113607

Are entry doors other than revolving doors
available?

Is the path of travel free of obstructions and
wide enough for a wheelchair (at least 60”
wide)?

Are floor surfaces firm, stable and slip
resistant (carpets wheelchair frzend!y)?

Do obstacles (phones, fountams, etc.)
protrude no more than 4” into walkways or
~corridor?

Are elevators controls low enough to be
reached from a wheelchair (48" front
approach/54” side approach)?

Are there raised elevator markings in Braille
and Standard Alphabet for the blind?

-l-Are there.audible signals-inside cars
indicating floor changes?

Do elevator lobbies have visual and audible
indicators of the cars arrival?

Does the elevator interior provide sufficient
wheelchair turning area (517 X 68"
minimumy)?

s at least one wheelchair accessible public
phone available?

Are wheelchair accessible facilities
10 | (restrooms, exits, etc.) identified with
signage?

Are common area pubhc restrooms located
on an accessible route?

Provide signage

Are pull handles push/pull or lever type?

Are access doors wheelchair accessible (at
least 32”7 wide)?

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031
WWW, BMgCOorp. com

800 733 0860

FAX 410 785 8220
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Are public restrooms large enough for
4. | wheelchair turnaround (60” turning X
diameter)?
Are stall doors wheelchair accessible (at least
5. P . X
32" wide)?
Are grab bars provided in toilet stalls (337-
6. 36" above floor)? | X Install grab bars
- Do sinks provide clearance for a wheelchair X
" | to rotl under (29” clearance)?
Are sink handles operable with one hand . _
8| without grasping, pinching or twisting? X Provide paddie faucet
Are exposed pipes under sink sufficiently .
9 | insulated against contact? X Insulate pipes
Are soap dispensers, towel, etc. reachable
10 | (48” from floor for frontal approach, 54” for X
side approach)?
Is the base of the mirror no more than 40
11 . X
off floor?

CORPORATE HEADBUARTERS 11011 McCORMICK ROAD

HUNT VALLEY. MARYLAND 21031
WWW.BMgCorp.com

800 733 0860 FAX 410 785 8220
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Appendix E

wi i Pre Survey Questionnaire and Documentation Request Form . . ...

0
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Property Name:
Respondent Name:

- Pre-Survey Questionnaire
Shiloh Village Apartments

Ms. Cynthia Perry-Bryant

Unk = Unknown NA = Not Applicable

113607

Yes | No Unk | NA Yes | No Unk NA

1. Does the property have full-time X 20. Is the HVAC equipment more than X X

maintenance personnel or staff? 10 years old?

2 Have there been any major capital X 21. Does the HVAC equipment use R- X

improvements in the last 5 years? 22 as a refrigerant?

3. Are there any unresolved building, X 22. Are the water heaters/boilers more X

fire or zoning code issues? than 10 years old?

4. Has a termite inspection occurred X 23. Is polybutylene piping used at the X

within the last year? property?

o w s X 24. Are there any plumbing leaks or

5. Are there any "down" units? | water pressure problems? X

6. ‘Are there any problems with the X 25. Does any part of the electrical X
foundations or structures? system use aluminum wiring?

7. s there any water infiltration in X 26. Has any elevator equipment been X
basements or craw! spaces? replaced within the last 10 years?

8. Are there any wall or window leaks, X 27. Are the elevators maintained by a X
or poorly insulated areas? contractor on a routine basis?

9. Are there any current roof leaks at the X 28. ls the emergency communication X
Property? e o -equip.. in the elevators functional? ’

70. 1s the roof covered by a warranty or X 29. Have fireflife safety systems been X
bond? inspected within the last year?

11. Is Fire Retardant Plywood used at the X 30. Are there any smoke evacuation or X
property? pressurizafion systems?

12. Are any roof finishes more than ten X 31. Are any Omega or Central brand X
years old? fire sprinkler heads installed?

13. Do utilities (water, sewer, electric, X 32. Are emergency electrical X
gas) provide adequate setvice? generators routinely maintained?

014. Isthe property served by an on site X 33. Do the tenants contract for their X

water well or septic system? . own tenant improvement work?

15. Do irrigation systems function X 34. Are tenants responsible for roof, X

properly? HVAC, OR exterior painting costs?

”‘f' ‘Does your HVAC system Qrovnde the 35. Are the HVAC systems inspected

minimum quantity of outside air X on a regular basis? If 0, how often? X

recommended by ASHRAE? g ) ’ :

17. s the HVAC system inspected at X 3e;.te:av§ezro?i:’nstwcljt? Hvtﬁ‘nc | X

feast annually, and problems corrected? systems been corrected in a timely

manner?

18. Has the HVAC system or any part of 37. Is there a response action planned

the property ever contained visible mold X and in place in order to prevent mold X

growth? If yes, where? When? growth, or respond to its presence?

19. Has the building been tested for 38. Does the property have an exterior

indoor air quality or mold? If yes, what X insulation and finish (EIFS) system with X

were the results? synthetic stucco (Dryvit) facade?

CORPORATE HEADQUARTERS

11011 McCORMICK ROAD

HUNT VALLEY. MARYLAND 21031

800 733 0BEO

FAX 410 785 8220
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‘Request for Documentation

On the day of the site visit, provide EMG's Field Observer access to all of the available
documents listed below. Provide copies if possible.

INFORMATION REQUIRED

1. All available construction documents (blueprints)
for the original construction of the building or for any
tenant improvement work or other recent
construction work.

2. A site plan, preferably 8 1/2" X 11", which depicts

the arrangement of buildings, roads, parking stalls,
and other site features. '

3. For commercial properties, provide a tenant list
which identifies the names of each tenant, vacant
tenant units, the floor area of each tenant space, and
the gross and net leasable area of the building(s).

"4, For ap'artment properties, provide a summary of

the apartment unit types and apartment unit type

guantities, including the floor area of each apartment
unit as measured in square feet.

5. For hotel or nursing home properties, provide a
summary of the room types and rcom type guantities.

6. Copies of Certificates of Occupancy, building
permits, fire or health department inspection reports,
elevator inspection certificates, roof or HVAC
warranties, or any other similar, relevant documents.

7. The names of the local utility companiés which
serve the property, including the water, sewer,
electric, gas, and phone companies.

8. The company name, phone number, and contact
person of all outside vendors who serve the property,
such as mechanical contractors, roof contractors, fire
sprinkler or fire extinguisher testing contractors, and
elevator contractors.

.9. A summary of recent (over the last 5 years) capital

improvement work which describes the scope of the
work and the cost of the imprévements. Executed
contracts or proposals for improvements. Historical
costs for repairs, improvements, and replacements.

10. Records of system & material ages (roof, MEP,
paving, finishes, furnishings).

11. Anv brochures or.marketing information.

12. Appraisal, either current or previously prepared.
13.  Current occupancy percentage and typical
turnover rate records (for commercial and apartment

properties).

14. . Previous reports pertaining to the physical
condition of property.

15.  ADA survey and status of improvements
implemented.

16. Current / pending litigation related to property
condition.

Your timely compliance with this request is greatly appreciated.

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD

HUNT VALLEY. MARYLAND 21081

800 733 0B&0 FAX 410 785 6220

WWW, emaeorn. com
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Appendix F

Acronyms and Out of Scope liems
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ASTM E2018-99 Acronyms

ADA - The Americans with Disabilities Act

ASTM - American Society for Testing and Materials
BOMA - Building Owners & Managers Association
BUR - Built-up Roofing |

DWYV - Drainage, Waste, Ventilation

EIFS - Exterior Insulation and Finish System

EMF — Electro Magnetic Fields

EMS - Energy Management System

FUL - Expected Useful Life

FEMA - Federal Emergency Management Agency
FFHA - Federal Fair Housing Act

FIRMS - Flood Insurance Rate Maps

FRT- Fire Retardant Treated

FOIA - U.S. Freedom of Information Act (5 USC 552 et seq.) and similar state
~siatuites, e e '

FOIL - Freedom of Information Letter

FM - Factory Mutual

HVAC - Heating, Ventilating and Air-conditioning
IAQ - Indoor Air Quality

MEP — Mechanical, Electrical & Plumbing
NFPA - National Fire Protection Association
PCA - Property Condition Assessment

PCR - Property-Condition Report

PML - Probable Makimum Loss

RTU - Rooftop Unit

RUL - Remaining Useful Life

STC = Sound Transmission Class

UBC - Uniform Building Code

CORPORATE HEADQUARTERS 11011 McCORMICK RCAD HUNT VALLEY. MARYLAND 21031 80Q 733 0860 FAX 410 785 6220
WwWWw, emMgCorp.Ccom
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8.4.1.8 | Utilities: Operating conditions of any systems or accessing manholes or utility pits.

8.4.2.2 | Structural Frame and Building Envelope: Entering of craw! or confined space areas (however, field
observer should observe conditions to the extent easily visible from the point of access to the craw! or
confined space areas), determination of previous substructure flooding or water penetration unless easily
visible or if such information is provided.

8.4.3.2 | Roofs: Walking on pitched roofs, or any roof areas that appear to be unsafe, or roofs with no built-in
access, or determining any roofing design criteria.

8.4.4.2 | Plumbing: Determining adequate pressure and flow rate, fixture-unit values and counts, or verifying pipe
sizes and verifying the point of discharge for underground systems.

8.4.5.2 | Heating: Observation of flue connections, interiors of chimneys, flues or boiler stacks, or tenantowned
or maintained equipment.

8.4.6.2 | Air-conditioning and Ventilation: Evaluation of process related equipment or condition of tenant
owned/maintained equipment.

- 8.4.7.2 | Electrical: Removing of electrical panel covers, except if removed by building staff, EMF issues, electrical
testing, or operating of any electrical devices. Process related equipment or tenant owned equipment.

8.4.8.2 | Vertical Transportation: Examining of cables, sheaves, controllers, motors, inspection tags, or entering
: elevator/escalator pits or shafts

8.4.9.1 | Life Safety / Fire Protection: Determining NFPA hazard classifications, classifying, or testing fire rating of
assemblies.

810 - Interior Elements: Operating appliances orfixtures, determining n= repotfing STC (Sound Transmission

2 Class) ratings, and flammability issues/regulations.

e

11.1 Activity Exclusions - The activities listed below are generally excluded from or otherwise represent
limitations to the scope of a PCA prepared in accordance with this guide. These should not be construed
as all-inclusive or implying that any exclusion not specifically identified is a PCA requirement under this
guide.

11.1.1 | Removing or relocating materials, furniture, storage containers, personal effects, debris material or
finishes; conducting exploratory probing or testing; dismantling or operating of equipment or appliances;
or disturbing personal items or property which obstructs access or visibility.

11.1.2 | Preparing engineering calculations (civil, structural, mechanical, electrical, etc.) to determine any
system’s, component’s, or equipment’s adequacy or compliance with any specific or commonly accepted
design requirements or building codes, or preparing designs or specifications to remedy any physical
deficiency. ’

11.1.3 | Taking measurements or quantities to establish or confirm any information or representations provided by
the owner or user such as: size and dimensions of the subject property or subject building, any fegal
encumbrances such as easements, dwelling unit countand mix, building property line setbacks or
elevations, number and size of parking spaces, etc.

CORPORATE HEADGUARTERS 110171 McCORMICK ROAD HUNT VALLEY. MARYLAND 21031 800 733 0880 FAX 410 785 8220
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11.1.4 | Reporting on the presence or absence of pests such as wood damaging organisms, rodents, or insects
unless evidence of such presence is readily apparent during the course of the field observer’s walk-
through survey or such information is provided to the consultant by the owner, user, property manager,
etc. The consultant is not required to provide a suggested remedy for treatment or remediation,
determine the extent of infestation, nor provide opinions of probable costs for treatment or remediation of
any deterioration that may have resulted.

11.1.5 | Reporting on the condition of subterranean conditions such as underground utilities, separate sewage
disposal systems, wells; systems that are either considered process-related or peculiar to a specific tenancy
or use; waste water treatment plants; or items or systems that are not permanently installed.

11.1.6 | Entering or accessing any area of the premises deemed to pose a threat of dangerous or adverse
conditions with respect to the field observer or to perform any procedure, which may damage or impair
the physical integrity of the property, any system, or component.

11.1.7 | Providing an opinion on the condition of any system or component, which is shutdown, or whose
operation by the field observer may significantly increase the registered electrical demand-load.
However, consultant is to provide an opinion of its physical condition to the extent reasonably possible
considering its age, obvious condition, manufacturer, etc.

11.1.8 | Evaluating acoustical or insulating characteristics of systems or components.

11.1.9 | Providing an opinion on matters regarding security of the subject property and protection of its occupants
or users from unauthorized access.

" 11.1.10 | Operating or witnessing the operation of lighting or other systems typically controlled by time clocks or
that are normally operated by the building’s operation staff or service companies.

11.1.11 | Providing an environmental assessment or opinion on the presence of any environmental issues such as
ashestos, hazardous wastes, toxic materials, the location and presence of designated wetlands, IAQ, etc.

“|'Warranty, Cudtantee and Code Compliance Excliisions - By conducting'a PCA and preparing a 'R, tive
consultant is merely providing an opinion and does not warrant or guarantee the present or future condition of
the subject property, nor may the PCA be construed as either a warranty or guarantee of any of the following:

11.2.1 | any system’s-or component’s physical condition or use, nor is a PCA to be construed as substituting for
any system’s or equipment’s warranty transfer inspection;

11.2.2 | compliance with any federal, state, or Jocal statute, ordinance, rule or regulation including, but not
limited to, building codes, safety codes, environmental regulations, health codes or zoning ordinances or
compliance with trade/design standards or the standards developed by the insurance industry. However,
should there be any conspicuous material present violations observed or reported based upon actual
knowledge of the field observer or the PCR reviewer, they should be identified in the PCR;

11.2,3 | compliance of any material, equipment, or system with any certification or actuation rate program,
vendor’s or manufacturer’s warranty provisions, or provisions established by any standards that are related
to insurance industry acceptance/approval such as FM, State Board .of Fire Underwriters, etc.

11.3 Additional/General Considerations:

11.3.1 | Further Inquiry - There may be physical condition issues or certain physical improvements at the subject
property that the parties may wish to assess in connection with a commercial real estate transaction that
are outside the scope of this guide. Such issues are referred to as non-scope considerations and if
included in the PCR, should be identified under Section 10.9.

11.3.2 | Non-Scope Considerations - Whether or not a user elects to inquire into non-scope considerations in
connection with this guide is a decision to be made by the user. No assessment of such non-scope
considerations is required for a PCA to be conducted in compliance with this guide.

CORPORATE HEADGUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 800 733 0660 FAX 410 78S 6220
www. emgcorp.com
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Appendix G

Resumes for Report Reviewer and Field Obéerver
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MATTHEW E. WASSON
- TECHNICAL RELATIONSHIP MANAGER

EDUCATION

.* Bachelor of Science, Civil Engineering/University of Cincinnati
- ® OSHA 40-Hour Health and Safety Training (29 CFR 191 0.120)

ACTIVE LICENSES AND REGISTRATIONS
* Certified EPA/AHERA Building Inspector/MD-01778

PROFESSIONAL EXPERIENCE

Mr. Wasson is a graduate of the University of Cincinnati. He is a Civil Engineer with experience managing
architectural and engineering facility assessment projects for government and private sector entities. Mr. Wasson
- is a Technical Relationship Manager for EMG, and is responsible for projects performed directly for lenders, and
- Federal, State, and Local Housing Programs. Mr. Wasson is also a Quality Control Manager; reviewing
architectural/engineering and environmental .assessments.  As- his role -of Technical Relationship- Manager,-
Mr. Wasson supervises a team of architects and engineers conducting Building Inspections and Property Condition
Surveys. These engineering assessments include evaluations of existing conditions, site improvements, and building
architectural and structural systems. Based on project findings, an assessment report is developed along with an
analysis of estimated useful life and costs associated with immediate repairs and replacement reserves as may be
appropriate, '

Mr. Wasson is well versed in Building Inspections, Property Condition Surveys, and Phase | Environmental Site -

i Assessments. Mr.Wasson has significant experience in multifamily and elderly housing projecrs, Having nerformad - - -

" over 300 assessments, as well as reviewing over 600 reports performed by other engineers and architects, Since

joining with EMG in 1998, Mr. Wasson has worked in 42 States and territories.

Mark to Market Program — Mr. Wasson is the senior technical asset lead on the Mark to Market Program
insuring compliance with the Office of Multifamily Housing Assistance Restructuring (OMHAR) Operating
Procedures Guide. Mr. Wasson works closely with nationally recognized clients providing technical reports and
cost analysis. Mr. Wasson has been involved in over 250 Mark to Market refinance deals involving multifamily or
senior independent living facilities. ’

Department of Housing and Urban Development, Several Locations, USA — Mr. Wasson is the senior
technical asset lead on the HUD Programs 223(f) and 232 pursuant to 223(f). Mr. Wasson has been involved in
over 300 HUD deals insuring compliance with the HUD MAP Guide. Mr. Wasson works closely with his clients
and the local HUD offices, providing technical reports and cost analysis. Mr. Wasson has been involved in over
300 HUD refinance and or acquisitions deals involving multifamily or senior assisted fiving facilities. This work runs
the gamut from single-story ranch-type dwellings in Indiana to high-rise facilities in New York and California.

State Housing Authorities — Mr. Wasson is the senior technical lead on Low Income Tax Credit Deals and
Substantial Rehabilitation. Properties in these programs come up for refinancing or for substantial renovation.
EMG is responsible for assessing a site’s condition, analyzing contractors’ scope and cost of work, and generating
cost reserves for maintaining a property. EMG then works with the client and developer to develop rehabilitation
models and cost analysis. ‘

Y
/
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General Services Administration — Mr. Wasson is the technical lead on this project, which to date has included
the evaluation of 15 sites encompassing over 5 Million Square feet. Projects under this contract range from 26
Federal Plaza, a 2.6 Million square foot building in- Manhattan to a small historic post office building in Statesville
North Carolina. EMG is responsible for assisting GSA in developing their capital facilities plan for major
rehabilitation projects at these buildings in preparation for Prospectus Development pre-design. EMG performs
facility assessments, completes cost estimates per an RS Means model, adjusted to the location of the project, and
populates this assessment data directly into GSA’s enterprise facility management web based data management
system. Mr. Wasson is responsible for management of assessment teams and technical review of deliverables.

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 80C 733 0860 FAX 410 785 6220
www. emgeorp.com
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MEL CAUTHEN
SENIOR CONSULTANT, FIELD PROJECT MANAGER

EDUCATION
® Associate Degree in Arts: Tarrant County Junior College, 1994

ACTIVE LICENSES AND REGISTRATIONS

= EPA/AHERA Project Designer, 1990

* EPAJAHERA Management Planner, 1989

= EPA/JAHERA Building Inspector, 1988

= EPA/JAHERA Contractors Supervisor, 1989
= Environmental Site Assessments, 1990

PROFESSIONAL EXPERIENCE

Mr. Cauthen has experience performing construction monitoring services for lenders evaluating the status of
~construction prior to the refease of funds-to-residential and commercial developers. Prior to his employment with
EMG, Mr. Cauthen worked for a nationally recognized Architectural/Engineering firm where he performed
investigations and studies to identify deferred maintenance items, construction and design defects and potential
environmental liabilities for owners, purchasers and lenders. Mr. Cauthen has a great deal of experience evaluating
the quality and completeness of construction plans and specifications and cost estimates.

Insurance Company, Dallas, TX — Mr. Cauthen served as the Project Manager for the renovation of a high-rise
office building. His responsibilities included coordination between the property management group; tenants,

‘e gemsbestos abatement contractors and general contractors during the demolition and remodefing ~r & €zor by flisoprr e

basis while the building remained occupied. Mr. Cauthen consulted with the client on all aspects of environmental
issues and provided turnkey services for construction administration, air quality, hazardous waste management,
and reporting to regulatory authorities.

Apartments, Ennis, TX — Mr. Cauthen performed construction document evaluation and monitoring for this
multi-story, residential apartment facility as the owners representative. His responsibilities included evaluation of
the construction documents, prepared cost comparison data, performed periodic site inspections to determine
status and quality of construction, reviewed the Pay Applications and coordinated with the lender prior to the
release of funds to the contractor.

Office/lWarehouse Facility, Dallas, TX — Mr. Cauthen performed construction document evaluation and
monitoring for this office warehouse facility as the owner's representative. His responsibilities included evaluation
of the construction documents, prepared cost comparison data, performed periodic site inspections to determine
status and quality of construction, reviewed the Pay Applications and coordinated with the lender prior to the
release of funds to the contractor.

High-Rise Tower, Tulsa, OK —~ Mr. Cauthen was responsible for performing an Architectural/Engineering Site
Investigations and an Environmental Site Assessment for this high-rise office building in downtown Tulsa. His
responsibilities included review of construction documents, identify deferred maintenance items, construction and
design defects and potential environmental liabilities for the Purchaser and Lender.

Office Building, Dallas, TX — Mr. Cauthen supervised the curtain wall construction for this commercial office
building. His responsibilities included reviewing building layout, attending construction meetings, and coordination
of materials and labor.

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21@3’5 800 733 06680 ' FAX 410 785 6220
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Fast Food Restaurant, GA, OH and TX - Mr. Cauthen developed the site evaluation reports for these
properties, outlining the procedures and requirements for zoning and permitting. This effort further provided
discovery of site development restrictions and consideration of impact to the client’s decision to proceed with
development. His respensibilities included providing for the Construction Management of the restaurants, design
firm selection, permitting, contractor selection and ordering equipment.
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Related Apartment Preservation, LLC
625 Madison Avenue

New York, New York 10022-180]1
012:491-588%  Fax 212-751-3550

One of The Related! Companies

VIA ELECTRONIC MAIL

July 22, 2004

Mr, Phillip Drake

Texas Department of Housing and Community Affairs
Underwriting Division

507 Sabine Street

Austin, TX 78701

RE: Shiloh Village (TDHCA # 04147)
Dallas, Texas
Scope of Worlk Reconeiliation with EMG Report

Dear Mr. Drake:

This letter is a follow up to our conversation regarding discrepancies between the scope
of work we submitted in our tax credit application (*SOW?™) for Shiloh Village
(“Property”) and the EMG Physical Needs Report dated February 26, 2004 (“PNR™).
The PNR was based ori EMG’s assessment of the minimum required renovations during
the first 12'months of ownership. Our SOW, however, is the product of a much more
thorough investigation of the Property’s deferred needs and incorporates all.of the
improvements we feel are'necessary for the long-term feasibility of the project. We have
learned that limiting rehab to immediate needs will ultimately lead to operating difficulty
from nagging repairs and long-term neglect. Accordingly, ourscope includes many
improvements the PNR does not. We have engaged BEMG to conduct a new study
evaluating the Property from the perspective of sustaining long-term feasibility and
expect to have it available for your review in the next few weeks.

Please find below a summary reconciling our SOW tothe PNR.

Site Improvements

We identified numerous deficiencies on the grounds of the Property that we hope to
eliminate. including a lack of playground space, cracked and broken drives and
walkways, and a scarcity of adequate landscaping. Accordingly, our budget exceeds the
PNR by $378,878 in this category. We feel the additional site improvements we
identified below will greatly enhance the residents” standard of living, eliminate existing
hazards, and improve Property marketability.



Playground — The Property currently hasno acx:eptablé playground space. We
budgeted to install a tot lot and playground, the cost of which we anticipate will be
$13,000 more than the PNR allocated.

Paving & Concrete — The PNR includes $3,750 for de minimis repairs to the
drives and walkways, while we budgeted $100,828. The previous owners did a'seal coat
on the parking lot in 2001 and it is currently in visible need of repair and resealing.
Additionally, we identified many areas where the walks are cracked -- presenting a safety
hazard to the residents -- and require repair. Accordingly, our budget exceeds the PNR by
approximately $96,000.

Bumper Stops & Stripping — EMG did not include this-expense in their budget,
while we anticipate spending $28,000 to add bumpers and stripe the parking lot. Curb
stops will add value to the Property by helping to maintain the sidewalks and curb appeal
of the Property. Without installing curb stops, residents will continue to park the front of
their vehicles on the sidewalks, just as-they do today. This creates two major problems:
(i) residents are unable to use the sidewalk due to vehicles obstructing the wilkway, and
(i) engine oil leaks on the sidewalks leading to unsightly stains:and premature decay.
Accordingly, we feel curb stops are a necessary expense and need be included in the
rehab budget. Striping the lot will be required after resealing (described above).

Landscaping ~ We allocated $60,000 more than EMG suggested for landscaping
upgrades. Landscaping plays a crucial role in curb appeal and marketability and we feel
the Property requires significant improvements in this area. We also included new
property signage in this line item, which EMG did not include.

Pool & Deck — The PNR didnot include this line item in their budget, however
the pool is widely used and receives heavy traffic during the summer meonths. We feel it
is important to upgrade the poolarea for the residents” enjoyment for years to come.
Currently there is no pool furniture or landscaping, and the pool equipment is in need of
repair. We budgeted $55,000 to upgrade accordingly.

Fencing ~ EMG budgeted $3,000 for fence repairs. There is currently a chain
link fence around the rear of the Property which has been destroyed in several places and
provides no site control. We intend to-install a new fence around the perimeter of the
Property which will include controlled access gates at entrances, justas nearby apartment
complexes have done. Accordingly, we budgeted $142,700 for approximately 2,700
linear feet of new fencing.

Building Architectural and Structural Systems

EMG does not include the cost of expanding the clubhouse in their budget. However, to
enable management to provide quality social services to-our residents, we intend to
expand the clubhouse to include a community room, business center, and library, as well
as an expansion of the existing laundry facilities. We budgeted $161,252 to complete this
addition.



Interiors

There is a $296,028 difference between the PNR and our SOW for-unit interiors. The
Property is 25 years old and the interiors have not been upgraded durin g that time.
Accordingly, we budgeted for the replacement of 100% of all a ppliances, countertops,
cabinets, and sinks. We are-doing this to improve the residents’ standard of living and
reduce future property expenses.

We hope this reconciliation of the PNR-and our SOW has clarified and explained the
differences between the two, Asexplained above, we have engaged ENMG to complete a
new study that will approach the Property’s needs from the perspective of long-term
feasibility of the project and we will deliver it to you immediately upon our receivingit.

Please call at any time with any questions or comments and we will provide whatever
additional information you will need to finish your underwriting,

Very truly yours,

C‘had Cooley ;

Related Apartment Preservation, LLC
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SHILOH VILLAGE (TDHCA #04147)

Allocation Appeal
Exhibit A
PCA Updated PCA/
Critical & Developer
12 Month Needs Rehab Scope Increase

Code Information and Accessibility

3.1 Building, Zoning, and Fire Code Information $0 $0 30

3.2 Accessibility $1,135 $12,000 $10,865

3.3 Mold $0 $0 $0
Site Improvements

5.1 Utilities $0 $0 $0

5.2 Parking, Paving and Sidewalks $3,750 $128,828 $125,078

5.3 Storm Sewer, Drainage Systems & Erosion Control $0 $0 $0

5.4 Landscaping and Topography $21,600 $80,700 $59,100

5.5 General Site Improvements $22,000 $216,700 $194,700
Building Architectural & Structural Systems

6.1 Foundations $0 $0 $o

6.2 Superstructure and Floors $67,200 $110,706 $43,506

6.3 Roofing $115,200 $193,339 $78,139

6.4 Exterior Walls $165,000 $153,000 ($12,000)

6.5 Exterior and Interior Stairs $15,500 $0 ($15,500)

6.6 Exterior Windows and Doors $354,000 $341,670 ($12,330)

6.7 Patio, Terrace and Balcony $0 $0 $0

6.8 Common Areas, Entrances and Corridors $0 50 $0
Building Mechanical and Electrical Systems

7.1 Building Heating, Ventilating, and Air-Conditioning $0 $0 $0

7.2 Building Plumbing and Domestic Hot Water $0 $0 $0

7.3 Building Gas Distribution $0 $0 $0

7.4 Building Electrical $0 $0 $0

7.5 Building Elevators and Conveying Systems $0 $0 $0

7.6 Fire Protection $0 $0 $0
Dwelling Units

8.1 Interior Finishes $523,360 $662,312 $138,952

8.2 Dwelling Appliances $528,640 $602,380 $73,740

83 HVAC $171,500 $211,596 $40,096

8.4 Plumbing $67,200 $75,570 $8,370

8.5 Electrical $11,150 $14,478 $3,328

8.6 Furniture, Fixtures and Equipment (FF&E) $0 50 $0
Other Structures $0

9.0 ‘Rental Office $5,000 $161,252 $156,252

TOTAL $2,072,235 $2,964,531 $892,296
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Project at a Glance

Shiloh Village Apartments

Dallas, Texas

Date of Site Visit: February 19, 2004
EMG Project No. 120286

Action

Building Type :
Apariments :
Property Age

Garden Style Apartments
168 Units
25 Years
Summary of Repair Costs

Physical Condition Summary Good Fair Poor Critical 12 Month Long Term
Code Compliance and Accessibility
3.1 Bullding, Zoning, and Fire Cods Compliance v None Required 30 30 $0
3.2 ADA Compliance v ADA Modifications 50 $12,000 $0
3.3 Mold v 0 $0 $0
3.4 Follow-Up Recommendations v Mold pravention $0 $0 $0
Site improvements
5.1 Utlities v $0 0 50
5.2 Parking, Paving and Sidewalks v Seal coat/ restiips $3,750 $128,828 $31,164
5.3 Storm Sewer, Drainage Systems & Erosion Controi v $0 -$0 $0
5.4 Landscaping and Topography v Replace $0 $80,700 $0
55 General Site improvements v Repalr / replace $0 $216,700 $32,500
Building Architectural & StructuralSystems
8.1 Foundations v $0 %0 $0
6.2 Superstucture and Floors v v Repair $0 $110,706 $0
8.3 Roofing v v Replace $0 $193,339 $0
6.4 Exterior Walls v Repair / Paint $0 $153,000 $106,500
.65 Exterior and Interior Stairs v v Repair $0 %0 $0
6.6 Exterior Windows and Doors v Replace $0 $341,668 $0
6.7 Patio, Terrace and Balcony Not Applicable $0 $0 $0
6.8 Common Areas, Entrances and Corridors Not Applicable $0 $0 $0
Building Mechanical, Electrical and Plumbing Systems
7.1 Building HVAC v v $0 $0 $0
7.2 Building Plumbing and Domastic Hot Water v Replace $0 %0 $0
7.3 Bufiding Gas Distribution 4 $0 $0 $0
7.4 Building Electrical v $0 $0 $0
75 Building Elevators and Conveying Systems Not Applicable $0 §0 $0
7.6 Fire Protection and Security Systems '4 $0 $0 $0
Interiors
8.1 Interior Finishes v v v Repair / replace $0 $662,312 $218,400
8.2 Kitchen Applances v Replace $0 $602,380 $194,843
8.3 HVAC v v Replace 30 $211,596 $159,600
8.4 Plumbing v Replace $0 $75,670 $0
85 Electrical '4 Elactiical / phone $0 $14,478 $0
Other Structures 4 Not Applicable
9.0 Rental Office/ Laundsy Bullding '4 l Repalr / replace $0 $161,252 80
Environmental Restrictions
10.0 Environmentat Follow-Up Recommendations I Ses Section 10.0 $0 $0 $0
Total $3,750 $2,964,529 $743,007
Cost Summatry Today's Dollars $/Unit  w/Escalation
Critical Repairs Cost Estimate $3,750 $22 N/A Unescalated Escalated
Twelve Month Repairs Cost Estimate $2,964,529 | $17,646 N/A $/UnitfY ear $/UnitYear
Long Term Physical Needs (20-years) $743,007 | $4,423 $1,000,816 $221 $298

EMG 120286 Tables2

8/8/2004
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1.  Certification

EMG has completed a Property Condition Report of the Shiloh Village Apartments located
at 8702 Shiloh Road in Dallas, Dallas County, Texas 75228.

The purpose for which this report shall be used shall be limited to the use as stated in the
contract between the client and EMG.

The assessment was performed at the Client's request using the methods and procedures
consistent with good commercial or customary practice designed to conform with
acceptable industry standards.

This report is exclusively for the use and benefit of the Client identified on the first page of
this report. The purpose for which this report shall be used shall be hmtted to the use as
stated in the contract between the client and EMG.

This report is not for the use or benefit of, nor may it be relied upon by, any other person
or entity without the advance written consent of EMG.

The opinions EMG expresses in this report were formed utilizing the degree of skill and
care ordinarily exercised by any prudent architect or engineer in the same community
under similar circumstances. EMG assumes no responsibility or liability for the accuracy of
information contained in this report which has been obtained from the Client or the

“ Client’s representatives, from other interested parties, or from the ‘public domain. - The

conclusions presented represent EMG's professional judgment based on information
obtained during the course of this assignment. EMG'’s evaluations, analyses and opinions
are not representations regarding either the design integrity, structural soundness, or actual
value of the property. Factual information regarding operations, conditions and test data
provided by the Client or their representative have been assumed to be correct and
complete. The conclusions presented are based on the data provided, observations made,
and conditions that existed specifically on the date of the assessment.

EMG certifies that EMG has no undisclosed interest in the subject property, EMG’s
relationship with the Client is at arms-length, and that EMG’s employment and
compensation are not contingent upon the findings or estimated costs to remedy any
deficiencies due to deferred maintenance and any noted component or system
replacements.

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 800 733 0880 FAX 410 785 6220
WWW. emgeorg.com
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EMG’s PCA cannot wholly eliminate the uncertainty regarding the presence of physical
deficiencies and the performance of a subject property’s building systems. Preparation of a
PCR in accordance with ASTM E2018-99 is intended to reduce, but not eliminate, the
uncertainty regarding the potential for component or system failure and to reduce the
potential that such component or system may not be initially observed. This PCR was
prepared recognizing the inherent subjective nature of EMG’s opinions as to such issues as
workmanship, quality of original installation, and estimating the remaining useful life of
any given component or system. It should be understood that EMG’s suggested remedy
may be determined under time constraints, formed without the aid of engineering
calculations, testing, exploratory probing, code compliance, the removal of materials, or
design considerations. Furthermore, there may be other alternate or more appropriate
schemes or methods to remedy the physical deficiency. EMG’s opinions are generally
formed without detailed knowledge from individuals familiar with the performance of the
component or system.

If you have any questions regarding this report, please contact Matthew E. Wasson listed
below at 1 (800) 733-0660, Ext. 2714 or at mewasson@emgcorp.com.

Prepared by: Melvin Cauthen
Project Manager

Reviewed by:

Matthew E. Wasson
Technical Relationship Manager

CORPORATE HEADGUARTERS 11011 McCORMICK-ROAD HUNT VALLEY, MARYLAND 21031 800 733 0860 FAX 410 785 8220
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Executive Summary

2.1.  Summary of Findings

The Client contracted with EMG to conduct a Property Condition Assessment (PCA)
in order to prepare a Property Condition Report (PCR) of the subject property,
Shiloh Village Apartments, located at 8702 Shiloh Road in Dallas, Dallas County,

. Texas 75228. The PCA was performed on February 19, 2004. In addition,

documentation regarding a proposed renovation was reviewed by EMG.

The multi-family property has fifteen, 2-story apartment buildings containing 168
apartment units and a single-story rental office/laundry building. The site area is
10.006 acres. Construction of the property was completed in 1979.

On site amenities include a swimming pool, a children's playground, and a laundry
room.

Generally, the property appears to have been constructed within industry standards
in force at the time of construction, to have been somewhat well maintained during
recent years, and is in fair overall condition.

_According to property. management personnel, the property has had a limited

capital improvement expenditure program over the past three years. Documents
regarding the proposed/ongoing renovation and budgets were not provided to EMG.
A more detailed observation of the Documents and Budget can be found in
Section 4 of this report.

There are a number of Critical Repairs, Twelve Month Physical Needs, and Long
Term Physical Needs that are required over the evaluation period. These needs are
identified in the various sections of this report and are summarized in the attached
cost tables. A Project at a Glance summary table is provided as part of the
Executive Summary.

2.2. Follow Up Recommendations

No additional evaluation is necessary.

CORPORATE HEADBUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 800 733 0680 FAX 410 785 6220
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2.3. Purpose

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 800 733 0BBO

The purpose of this report is to assist the Client in evaluating the physical aspects of
this property and how its condition may affect the Client’s financial decisions over
time. For this PCA, representative samples of the major independent building
components were observed and their physical conditions were evaluated in
accordance with ASTM E2018-99. These components include the site and building
exteriors, representative interior areas, and a random sampling of the tenant units.
The report identifies Critical Repairs, Twelve Month Physical Needs, and Long Term
Physical Needs. The standard is a non-luxury standard adequate for the rental
market. The Twelve Month Physical Needs identified are intended to reflect those
necessary for the Project to retain its original market position. All findings relating
to these opinions of probable costs are included in the relevant narrative sections of
this Report.

The property management staff and code enforcement agencies were interviewed
for specific information relating to the physical property, code compliance, available
maintenance procedures, available drawings and other documentation.  The
Remaining Useful Life (RUL) of the property’s systems and components were
assessed and the estimated cost for repairs or replacements is included in the cost
estimates. All findings are included in the narrative sections of this report.

The physical condition of building components is typically defined as being in one
of the following categories: Good, Fair, and Poor. For the purposes of this report,
the following definitions are used:

Good Satisfactory as-is. Requires only routine maintenance during

the evaluation period. Repair or replacement may be required

due to a system’s estimated useful life.

Fair = Satisfactory as-is. Repair or replacement is required due to
current physical condition and/or estimated remaining useful
life.

Poor = Immediate repair, replacement, or significant maintenance is
required.

FAX 410 785 8220
WWW. emgeorp. com
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2.4. Deviations from Guide (ASTM E2018-99)

ASTM E2018-99 requires that any deviations from the guide be so stated within the
report. EMG’s probable cost threshold limitation is reduced from the guide’s

7 $3,000 to $1,000, thus allowing for a more comprehensive assessment on smaller
scale properties. Therefore, EMG's opinions of probable costs that are individually
less than a threshold amount of $1,000 are omitted from this PCA. However,
comments and estimated costs regarding identified deficiencies relating to life/safety
or accessibility items are included regardless of this cost threshold.

2.5. Additional Scope Considerations

ltems required by ASTM E2018-99 are included within the Property Condition
Assessment and associated report (PCR). Additional “non-scope” considerations
were addressed at the request of the Client. These additional items are identified as
follows:

[ PCA is performed by a Professional Engineer or a Registered Architect
| PCA is reviewed by a Professional Reviewer other than the Field Observer

| Property disclosure information obtained from the EMG Pre-Survey
Questionnaire

A limited visual assessment utilizing the EMG Accessibility Checklist
] A limited visual assessment and review of the property for mold growth,

conditions conducive to mold growth, and evidence of moisture in
accessible areas of the property

B Preparation of the Replacement Reserves based upon a reserve term as
provided by the Client

Provide a statement on the property’s Remaining Useful Life
Provide cross reference indexing between cost tables and report text

Provide Project At a Clance summary table

Determination of geographic Uniform Building Code Seismic Zone

Determination of FEMA Flood Plain Zone for single address properties

Preparation of cost tables and report commentary to include all aspects of the
proposed renovation work.

CORPORATE HEADGUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 800 733 0660 FAX 410 785 6220
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2.6. Cost Estimate Components and Property Life Estimates

Based on observations of readily apparent conditions, an Immediate and Short Term
Repairs Estimate (Table 1) was developed addressing critical repairs as health and
safety deficiencies that require Critical Repairs attention. Twelve Month Physical
Needs is an estimate of repairs, replacements, or significant deferred or other

" maintenance items required within as part of the renovation work, In addition, a

Long Term Physical Needs cost estimate (Table 2) was prepared for the major
components identified to be repaired, replaced, or to have significant maintenance .
performed over the next 20 years.

EMG's Project at a Glance provides a summary of the conditions observed during
EMG’s visit to the property and estimated costs aggregated by either Critical Repairs,
Twelve Month Physical Needs or Long Term Physical Needs and cross-referenced to
each report section.

These opinions of probable costs are based on invoice or bid documents provided,
construction costs developed by construction resources such as R.S. Means and
Marshall & Swift, in addition to EMG’s experience with past costs for similar
properties, and assumpt'ions) regarding future economic conditions.

Subject to the qualifications stated in this paragraph and elsewhere in this report,
the remaining useful life (RUL) of the property is estimated to be not less than 35

vears. The foregoing estimate as to useful life is an expression of a professional

opinion and is not a guarantee or warranty, express or implied. This estimate is
based upon the observed physical condition of the property at the time of the
EMG’s visit and is subject to the possible effect of concealed conditions or the
occurrence of extraordinary events, such as natural disasters or other “acts of God”,
which may occur subsequent to the date of the on site visit.

The remaining useful life for the property is further based on the assumption that:
(@) the critical repairs, Twelve Month Physical Needs, and future repairs for which
replacements provided as capital reserves are recommended are completed in a
timely and workmanlike manner; and (b) a comprehensive program of preventive
and remedial property maintenance is continuously implemented using an
acceptable standard of care. The estimate is made only with regard to the expected
physical or structural integrity of the improvements on the property, and no opinion
regarding economic or market conditions, the present or future appraised value of
the property, or its present or future economic utility is expressed by EMG.
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2.7. Personnel Interviewed

The following personnel from the facility and government agencies were
interviewed in the process of conducting the PCA:

| Ms. Cynthia Perry-Bryant Shiloh Village Apartments 214-328-2632

Manager

g Ms. Lisa Davis Dallas Building Department 214-948-4480
Customer Service '
Mr. Steve Smith Dallas Planning and Zoning Department 214-948-4382

r Customer Service
Ms. Lashonda Charles < Dallas Fire Records Department 214-670-4319
Records Department

The PCA was performed with the assistance of Ms. Cynthia Perry-Bryant, Manager,
with Shiloh Village Apartments, the on site Point of Contact (POC), who was
cooperative and provided information which appeared to be accurate based upon
subsequent site observations. The on site contact is somewhat knowledgeable
about the subject property and answered most questions posed during the interview
“process. The POC’s management involvement at the property has been for the past
two years. :
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2.8. Construction Plans Reviewed

Prior to the PCA, EMG requested relevant documentation that could aid in the
knowledge of the subject property’s physical improvements, extent and type of use,
and/or assist in identifying material discrepancies between reported information and
observed conditions. EMG’s review of documents submitted does not include
commenting on the accuracy of such documents or their preparation, methodology,

or protocol. The following documentation was provided for review while
performing the PCA. Discrepancies and referenced report sections are noted in the
table below.

Rehabilitation Plans Not Provided N/A N/A

Original construction drawings Reviewed No N/A
Soils report or other site study Not Provided N/A N/A
Cost breakdown for proposed work Not Provided N/A N/A
Maintenance logs Not Provided N/A N/A
Cettificate of Occupancy Received No~ “Section 3.1
Prior property condition reports/surveys Not Provided N/A N/A
Outstanding citations for building, fire, life ~ Not Provided N/A Section 3.1
safety, and zoning violations
Safety inspection records Not Provided N/A N/A
Appraisal ’ Not Provided N/A N/A
Roof warranty information Not Provided N/A N/A
Warranty information (boilers, chillers, Not Provided N/A N/A
cooling towers, etc.)
EUL age information for components and Not Provided N/A N/A
systems
Property specific historical repair and Not Provided N/A N/A
replacement cost information
Pending proposals or executed contracts for Not Provided N/A ' N/A
material repairs or replacements
ADA accessibility survey Not Provided N/A N/A
10
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Building rent roll, occupancy percentage, Not Provided N/A N/A
and turnover rate

Marketing and/or leasing information Not Provided N/A N/A

2.9. Pre-Survey Questionnaire

A Pre-Survey Questionnaire was sent to the POC prior to the site visit. The
questionnaire is included in Appendix E. Information obtained from the
questionnaire has been used in preparation of this PCR.

2.10. Weather Conditions

Weather conditions at the time of the site visit were clear, with temperatures in the
60s (°F) and light winds.

11
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3.  Code Information and Accessibility

3.1. Code Information, Flood Zone and Seismic Zone

According to of the Dallas Building Department,’there are no outstanding building
code violations on file. The Building Department does not have an annual
inspection program. They only inspect new construction, work that requires a
building permit, and citizen complaints. A copy of a typical original Certificate of
Occupancy is included in Appendix C.

According to the Dallas Planning Department, the property is located within a MF-
1A Multi-family Residential zoning district and is a conforming use.

According to the Dallas Fire Department, code compliance information can only be
obtained through submission of a written request under the Freedom of Information
Act (FOIA). A request was submitted, and a copy of the request is included in-
Appendix C. Significant information will be forwarded upon receipt.

According to the Flood Insurance Rate Map, published by the Federal Emergency
Management Agency (FEMA) and dated August 23, 2001, the property is located in
Zone X, defined as an area outside the 500-year flood plain with less than 0.2%
annual probability of flooding. Annual Probability of Flooding of Less.than one
percent.

According to the 1997 Uniform Building Code Seismic Zone Map of the United
States, the property is located in Seismic Zone 0, defined as an area of very low
probability of damaging ground motion.

3.2. ADA Accessibility

Generally, Title Il of the Americans. with Disabilities Act (ADA) prohibits
discrimination by entities to access and use of “areas of public accommodations”
and “commercial facilities” on the basis of disability. Regardless of its age, these
areas and facilities must be maintained and operated to comply with the Americans
with Disabilities Act Accessibility Guidelines (ADAAQG).

12
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Buildings completed and occupied after January 26, 1992 are required to comply
fully with the ADAAG. Existing facilities constructed prior to this date are held to
the lesser standard of compliance to the extent allowed by structural feasibility and
the financial resources available. As an alternative, a reasonable accommodation
pertaining to the deficiency must be made.

During the PCA, a limited visual observation for ADA accessibility compliance was
conducted. The scope of the visual observation was limited to those areas set forth
in EMG’s Accessibility Checklist provided in Appendix D of this report. It is
understood by the Client that the limited observations described herein does not
comprise a full ADA Compliance Survey, and that such a survey is beyond the
scope of EMG's undertaking. Only a representative sample of areas was observed
and, other than as shown on the Accessibility Checklist, actual measurements were
not taken to verify compliance.

At a multi-family property, the areas considered as a public accommodation are the
access to the rental office and the parking provisions for the rental office.

The facility does not appear to be accessible with Title Il of the Americans with
Disabilities Act. Elements as defined by the ADAAG that are not accessible as
stated within the priorities of Title Ill, are as follows:

Parking

Exterior Accessible Route

B Existing exterior ramps at the rental office are not equipped with the required
handrails. (ADAAG Section 4.8.5)
Estimated Cost: 10 LF @ $35 LF = e $350
Restrooms
| Install grab bars in accessible stalls at 36” above the floor. (ADAAG
Section 4.16.4)
Estimated Cost: 1 @ $250 €aCh = ...ueieiiiiiiiiiiiriiie e $250

] Modify existing lavatory faucets to paddle type faucets.  (ADAAG
Section 4.19.5) ‘

Estimated Cost: 2 @ $250 @aCh = .evirviiiiiiiiieee e $500

13
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= Wrap drain pipes below lavatory with insulation; protect against contact with
hot, sharp, or abrasive surfaces. (ADAAG Section 4.19.4)
Estimated Cost: 1 @ $35 €aCh = covvvvuiiiieiiieeeeiii e $35
Clubhouse Accessibility
L Modify clubhouse electrical switches, controls, alarm system, and bathrooms
to meet accessibility requirements.
Estimated Cost: 1 @ $10,000 each = ....ccvvueeiinnieiiiiiiiiieene, $10,865

A full ADA Compliance Survey may reveal additional aspects of the property that
are not in compliance.

Corrections of these conditions should be addressed from a liability standpoint, but
are not necessarily code violations. ~The Americans with Disabilities Act
Accessibility Guidelines concern civil rights issues as they pertain to the disabled
and are not a construction code, although many local jurisdictions have adopted the
Guidelines as such. The cost to address the achievable items noted above is
$12,000 and is included as a lump sum in the Twelve Month Physical Needs cost
estimate (Table 1).

3.3. Mold

As part of the PCA, EMG completed a limited, visual assessment for the presence of
visible mold growth, conditions conducive to mold growth, or evidence of moisture
in readily accessible areas of the property. EMG interviewed property personnel
concerning any known or suspected mold contamination, water infiltration, or
mildew-like odor problems.

This assessment does not constitute a comprehensive mold survey of the property.
The reported observations and conclusions are based solely on interviews with
property personnel and conditions observed in readily accessible areas of the
property at the time of the assessment. Sampling was not conducted as part of the
assessment.

EMG observed the presence of visible, suspect mold growth, on several of the
HVAC vents in the restrooms of apartment units 207, 119, 219, 222, 180 and 266.
In addition, visible, suspect mold growth was observed on the ceiling and walls in
apartment unit 161 consisting of approximately 50 square feet.

14
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The source of the moisture appears to be caused by the inability of the moisture in
the shower area where the HVAC vent is located to be removed by the bathroom
vent fan. The fan is isolated from the bathroom exhaust fan by a solid door
preventing the moisture from being removed and allowing the moisture to condense
on the vent. The proposed correction is to change the solid door to a louvered door
allowing removal of the moisture from the shower area. This work is included in
the Twelve Month Physical Needs cost estimate (Table 1) in Section 8.4.

Remediation can be conducted by properly trained building maintenance staff. in
addition, the source of this moisture should be addressed in order to prevent future
mold problems. The estimated costs of corrective action are of a minimal quantity,
and conséquently, are considered to be part of routine maintenance operations. No
other costs are included in the tables.

15
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4.  Existing Building Evaluation

4.1. Apartment Unit Types

The following table identifies the reported apartment types and apartment mix.

16 2 Bedrooms/1 Bathroom 940 SF
80 3 Bedrooms/1-1/2 Bathrooms - 1,119 SF
72 4 Bedrooms/2 Bathrooms \ 1',200 SF

There are currently 5 vacant units.

There are currently no down units.

168 TOTAL

4.2.  Apartment Units Observed

Twenty-five percent of the apartment units were observed in order to establish a
representative sample and to gain a clear understanding of the property’s overall
condition. Other areas accessed included the exterior of the property and the
interior common areas. The following apartments were observed.

101/1¢ 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.

103/1% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Good condition.
205/2™ 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.
Occupied. Fair condition. Mold ebserved at
nd -
207/2 3 Bedrooms/1-1/2 Bathrooms bathroom HVAC vent
211/2m 4 Bedrooms/2 Bathrooms Occupied. Fair condition.
214/ 4 Bedrooms/2 Bathrooms Occupied. Fair condition. Repair cracks at tape

and bed joints.

16
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116/1% 4 Bedrooms/2 Bathrooms Occupied. Fair condition.
119/1% 4 Bedrooms/2 Bathrooms g;iﬁt:ggii.Hi/a/i\rccggiition. Mold observed at
219/2 4 Bedrooms/2 Bathrooms boactg:s(i;f’HffX(:csggtmon‘ Mold observed at
217 | 4 Bedrooms/2 Bathrooms | XEet e e s
220/2™ 4 Bedrooms/2 Bathrooms Occupied. Fair condition.

Occupied. Fair condition. Mold observed at
222/2 4 Bedrooms/2 Bathrooms bathroom HVAC vent. Repair cracks at tape and

: bed joints.

227/2M 4 Bedrooms/2 Bathrooms Occupied. Fair condition.
127/1% 4 Bedrooms/2 Bathrooms Vacant. Fair condition. Needs make ready
162/1% 2 Bedrooms/1 Bathroom Occupied. Fair condition.
161/1% 2 Bedrooms/1 Bathroom E)Elctﬁl:g!)e;il.C;Tiir:gc.ondition. Mold observed at
168/1* 3 Bedrooms/1-1/2 Bathrooms | Occupied. Good to Fair condition.
268/2m 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.
282/2™ 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.
182/1* 3 Bedrooms/1-1/2 Bathrooms | Occupied. Good condition.
181/1% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.
281/2M 3 Bedrooms/1-1/2 Bathrooms | Occupied. Good condition.
179/1% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.
177/1% 3 Bedrooms/1-1/2 Bathrooms gwc;cz;;i;?(;i:éi'rcondition. Repair cracks at tape
172/1% 3 Bedrooms/1-1/2 Bathrooms nglrga J.F;il:t;ondition' Repair cracks at tape
169/1* 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.
269/2" 3 Bedrooms/1-1/2 Bathrooms ggc(;zfii"g f;?ie;‘condition. Repair sub floor at
129/1% 4 Bedrooms/2 Bathrooms Occupied. Fair condition.
1311 4 Bedrooms/2 Bathrooms Occupied. Fair condition.
230/2% 4 Bedrooms/2 Bathrooms Occupied. Fair condition.
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133/1% 4 Bedrooms/2 Bathrooms Occupied. Good condition.

143/1% 3 Bedrooms/1-1/2 Bathrooms | Vacant. Fair condition. Needs make ready.
243/2 3 Bedrooms/1-1/2 Bathrooms | Occlpied. Fair condition.
Occupied. Fair condition. Repair sub floor at
248/2" 3 Bedrooms/1-1/2 Bathrooms | the dinning area. Repair cracks at tape and bed
joints.
149/1% 2 Bedrooms/1 Bathroom Occupied. Fair condition.
154/1% 2 Bedrooms/1 Bathroom Occupied. Fair condition.
254/2" 2 Bedrooms/1 Bathroom Occupied. Fair condition.
256/2" 2 Bedrooms/1 Bathroom Occupied. Fair condition.
156/1% 2 Bedrooms/1 Bathroom Vacant. Good condition.
167/1% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.
166/1% 3 Bedrooms/1-1/2 Bathrooms | Occupied. Fair condition.
Occupied. Fair condition. Mold observed at
266/2™ 3 Bedrooms/1-1/2 Bathrooms | bathroom ceiling. Repair sub floor at the
dinning area.

All areas of the property were available for observation during the site wisit.

A “down unit” is a term used to describe a non-rentable apartment unit due to poor
conditions such as fire damage, water damage, missing appliances, damaged floor,
wall or ceiling surfaces, or other significant deficiencies. According to the POC,
there are no down units.

4.3. Construction Drawings

No drawings were prepared for the planned repairs.

4.4. Construction Specifications

No construction specifications for the planned repairs were provided for review.
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4.5. Construction Contract
No Construction Contract for the planned repairs was provided for review.
4.6. Other Reports:
No additional reports for the planned repairs were provided for review.
19
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5.  Site Improvements

5.1,  Utilities

The following table identifies the utility suppliers and the condition and adequacy of
the services.

Observations/Comments:

L According to the POC, the utilities provided are adequate for the property.
There are no unique, on site utility systems such as emergency electrical
generators, septic systems, water or waste water treatment plants, or propane
gas tanks. ‘

5.2. Parking, Paving, and Sidewalks

The main entrance drive is located along Shiloh Road on the east side of the
property. There is an additional entrance drive along Shiloh Road. The parking
areas and drive aisles are paved with asphaltic concrete. The entrance driveway
aprons are paved with concrete.

Based on a physical count, parking is provided for 371 cars. The parking ratio is 2.2
spaces per apartment unit. All of the parking stalls are located in open lots. Two
handicap parking stalls are located adjacent to the rental office, one of which is
reserved for vans.

The sidewalks throughout the property are constructed of cast-in-place concrete.
Cast-in-place concrete steps are located at grade changes.
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The curbs and gutters are constructed of cast-in-place concrete.

Observations/Comments:

[ The asphalt pavement is in good to fair condition. The POC reported that
the paving was overlaid in 2003. There are no significant signs of cracks or
surface deterioration. In order to maximize the pavement life, pothole
patching, crack sealing, seal coating, and re-striping of the asphalt paving
will be required over the evaluation period. The costs are included in the
Long Term Physical Needs cost estimate (Table 2).

{|—_ The developer intends to install new site drive signage, striping, and bumper

PR

o stops. The cost of this work is included in the Twelve Month Physical Needs
./ (Table 1).
B The concrete curbs and gutters throughout the property are in good

condition. Routine cleaning and maintenance will be required over the
evaluation period.

[ Some areas of the sidewalks are in fair condition. Cracking, misalignment,
spalling and considerable settlement were observed and require repair or
replacement for safety reasons. The cost of this work is included in the
Critical Repairs cost table (Table 1).

5.3. Drainage Systems and Erosion Control

Storm water from the roofs, landscaped areas, and paved areas flows into on site
inlets and catch basins with underground piping connected to the municipal storm
water management system.

Observations/Comments:

B There is no evidence of storm water runoff from adjacent properties. The
storm water system appears to provide adequate runoff capacity. There is no
evidence of major ponding or erosion.

5.4. Topography and Landscaping

The property slopes gently down from the northeast side of the property to the
southwest property line.
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The landscaping consists of trees, shrubs, and grasses. Flowerbeds are located
throughout the site.

Landscaped areas are irrigated by an in-ground sprinkler system, which consists of
underground piping, shut-off valves, pop-up sprinkler heads, and automatic timers.

Surrounding properties include a school, vacant land and residential developments.

Timber retaining walls are located at grade changes throughout the site.

Observations/Comments:

B The topography and adjacent uses do not appear to present conditions
detrimental to the property.

= The landscape material is in fair condition. There are isolated areas of poorly
maintained and barren landscape throughout the site. New landscape
material must be installed at the affected areas as part of the renovation. The
cost of this work is included in the Twelve Month Physical Needs cost
estimate (Table 1). :

E The underground irrigation system is in fair condition. According to the
POC, the system has a history of leaks and extensive maintenance
requirements. Portions of the system have been abandoned in place. Based
on the Estimated Useful Life and the observed conditions, replacement is
recommended as part of the renovation. The cost of this work is included in
the Twelve Month Physical Needs cost estimate (Table 1).

[ The retaining walls appear to be in fair to poor condition. Isolated areas of
the wood timbers are rotted or splintering. Based on the Remaining Useful
Life and the observed conditions, replacement is recommended within the
Year. The cost of this work is included in the Twelve Month Physical Needs
cost estimate (Table 1).

5.5. General Site Improvements

Property identification signage is provided by a wood pole monument sign adjacent
to the main entrance drive. Street address numbers are displayed on the exterior
elevations.

Site and exterior building illumination is provided by light fixtures surface-mounted
on the exterior walls. A wall-mounted light fixture is located adjacent to each
apartment unit’s entrance door.
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The property has an in-ground, outdoor swimming pool that is located adjacent to
the rental office/laundry building. The pool has a concrete coping and ceramic tile
at the water line.. The pool is constructed of concrete and is surrounded by a
concrete walkway. The concrete walkway is finished with a cool-deck epoxy
.. coating.

The pool equipment is located in an enclosure adjacent to the pool. The equipment
consists of water filters and circulating pumps. The swimming pool water is not
heated.

A painted, metal fence, approximately six feet high, surrounds the pool area.

A perimeter fence is located along the north, south and west property lines. The
fence is constructed of chain link with metal posts.

A children's play area, which contains metal playground equipment, is located on
the southwest corner of the site.

Dumpsters are located in the parking area and are placed on the asphalt paving.
The Dumpsters are enclosed by wood board fences and are accessed by wood
gates.

Observations/Comments:

| The property identification signs are in good condition. - Routine
maintenance is recommended during the evaluation period. No other action
is recommended.

E The exterior light fixtures are original and in fair to poor condition. Many
fixtures are missing their translucent enclosure. Based on the observed
-conditions and the Remaining Useful Live, replacement is recommended as
part of the renovation. The cost of this work is included in the Twelve
Month Physical Needs cost estimate (Table 1).

[ | The pool is in good to fair condition, requiring routine maintenance.
Replacement of the pool is recommended based on the Estimated Useful Life
(EUL) and observed conditions. Additionally, replacement of the pool will
aid the property’s marketability. The cost of this work is included in the
Twelve Month Physical Needs (Table 1).

B The concrete pool deck is in good to fair condition. Replacement is
recommended as part of the pool replacement as damage is anticipated. The
cost of this work is included in the Twelve Month Physical Needs (Table 1).
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B The concrete pool deck is in good to fair condition. Based on the estimated
TS Remaining Useful Life (RUL), the pool deck will require resurfacing during

the evaluation period. The costs are included in the Long Term Physical
Needs cost estimate (Table 2).

= The pool equipment appears to be in good condition. Based on its estimated
Remaining Useful Life (RUL), the pool equipment will require replacement
over the evaluation period. The costs are included in the Long Term
Physical Needs cost estimate (Table 2).

B The fence which surrounds the pool area is in good condition. Scraping and
painting is considered to be routine maintenance.

B The site fencing is in fair to poor condition. EMG observed that the fence is
original with isolated areas of damage. Based on the Estimated Useful Life
and observed conditions, replacement of fencing is recommended. The cost
of this work is included in the Twelve Month Physical Needs cost estimate
(Table 1).

B The equipment in the children's play area is original and in good to fair
condition. Based on the estimated Remaining Useful Life (RUL), the
equipment will require replacement as part of the renovation. The cost of
this work is included in the Twelve Month Physical Needs cost estimate

(Table 1).
| The Dumpsters are owned and maintained by the refuse contractor.
- The Dumpster enclosures are in fair to poor condition. lIsolated portions of

the enclosures are damaged. As the enclosures appear original and evidence
of deterioration and damage is evident, replacements are recommended as
part of the renovation. The cost of this work is included in the Twelve
Month Physical Needs cost estimate (Table 1).

24

CORPORATE HEADGUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 80C 733 0860 FAX 410785 6220
WWw, BMycarp. com



| AnISO 9001
Certified Company

120286

Building Architectural and Structural Systems

6.1. Foundations

According to the structural drawings, the foundations consist of post-tensioned
reinforced concrete slabs-on-grade with integral perimeter footings and interior
footings bearing directly on the soil.

Observations/Comments:

L The foundations and footings can not be directly observed. There is no
evidence of movement that would-indicate excessive settlement.

6.2. Superstructure

Each building is a conventional, wood-framed structure and has wood stud-framed
exterior and interior bearing walls which support the upper floor and roof
diaphragms. The upper floors are constructed with wood joists and are sheathed
with plywood. The floors are topped with lightweight concrete. The roof
diaphragms are constructed of wood rafters and are sheathed with plywood.

Observations/Comments:

E The superstructure is exposed in some locations which allows for limited
observation. Walls and floors appear to be plumb, level, and stable. There
are no significant signs of deflection or movement. However, isolated areas
of the light weight concrete sub floor were soft and several units had
plywood placed on top of the concrete under the carpet. According to the
POC, the light weight concrete floor topping is cracked and damaged at
isolated locations. EMG recommends that as part of the renovation, the
subfloors be assessed and corrected as needed. A budgetary cost for this
work is included in the Twelve Month Physical Needs cost estimate
(Table 1).
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6.3. Roofing

The primary roofs are classified as pitched or gabled roofs. The roofs are finished
with asphalt shingles over asphalt-saturated paper. The roofs have sheet metal
flashing elements. The roofs are insulated with loose-fill fibers.

The roofs drain over the eaves to sheet metal gutters and downspouts which
discharge to paved and landscaped areas.

The attics are ventilated by gable-end wall vents. The attics have draft stops. Attic
access is provided by a scuttle hole located in some of the upper floor apartment
units.

Observations/Comments:

B The roof finishes appear to be original. Information regarding roof warranties
or bonds is not available. The roofs are maintained by an outside contractor.

] The field of the roofs are in fair to poor condition. There are significant areas
of physical damage and missing shingles throughout the site. Based on the
current condition, the roof shingles will require replacement as part of the
substantial rehabilitation. The cost of this work is included in the Twelve
Month Physical Needs cost estimate (Table 1).

B . According to the POC, roof leaks have been reported withir the past year;-

and some of these leaks remain active. The leaks reportedly occur
throughout the buildings. All active leaks must be repaired. The estimated
cost-of this work is included along with the work noted above.

] There is no evidence of roof deck or insulation deterioration. The roof
substrate and insulation should be inspected during any future roof repair or
replacement work.

| There is no evidence of fire retardant treated plywood (FRT) and, according
to the POC, FRT plywood is not used.

| The roof flashings are in good condition and will require routine
maintenance over the evaluation period.

B Roof drainage appears to be adequate. Clearing and minor repair of drain
system components should be performed regularly as part of the property
management’s routine maintenance program.

B The roof vents are in good condition and will require routine maintenance
over the evaluation period.
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There is no evidence observed of moisture, water intrusion, or excessive
daylight in the attics; however, water damaged soffit areas due to the roof
leaks were observed and the repairs are included in section 6.4. The
insulation in the attics appears to be adequate.

&

Exterior Walis

The exterior walls are finished with stucco, cementious siding and wood trim. The
soffits are concealed and are finished with wood.

Building sealants (caulking) are located between dissimilar materials, at joints, and
around window and door openings.

Observations/Comments:

6.5.

The exterior finishes are in generally good condition. However, there are
isolated areas of damaged soffits and wood trim. The damaged finishes must
be repaired and the exterior painted. The cost of this work is included in the
Twelve Month Physical Needs cost estimate (Table 1).

The exterior finish on the walls is generally in fair condition and will need
painting and patching over the evaluation period. It is recommended that as
part of the rehabilitation of the property, the work be accomplished within
the year. The cost of this work is included in the Twelve Month Physical
Needs cost estimate (Table 1).

In addition to the work above, painting and patching will be required over
the evaluation period. The costs are included in the Long Term Physical
Needs cost estimate (Table 2).

The sealant is flexible, smooth, and in good condition and will require
routine maintenance over the evaluation period.

Exterior and Interior Stairs

The exterior stairs are constructed of steel and have open risers and concrete-filled
steel pan treads or precast concrete treads. The handrails and balusters are
constructed of metal.
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Observations/Comments:

B The exterior and interior stairs, balusters, and handrails are in generally good
to fair condition. However, EMG noted there a isolated evidence of
corrosion on the steel pans. Scraping, priming, and painting of the stairs are
recommended as part of the renovation. The cost of this work is included in
the Structural Repairs addressed in Section 6.2 of the Twelve Month Physical
Needs cost estimate (Table 1).

| In addition, the handrails, balusters and stair framing will require repainting
over the evaluation period. However, the minimal aggregate quantity allows
for the work to be completed as part of routine maintenance. No action is
recommended.

| There are isolated areas of deterioration at the concrete landings. Repairs
and/or replacements are recommended within the Year. The cost of this
work is included in the Structural Repairs addressed in Section 6.2 of the
Twelve Month Physical Needs cost estimate (Table 1).

6.6. Windows and Doors

The windows are aluminum-framed, single-glazed, sliding, units and have exterior
screens.

The apartment unit entrance doors are painted, solid-core wood doors, metal doors
or metal-clad wood doors set in wood frames. Exterior entrance doors to the
apartments contain cylindrical locksets with knob handle hardware, keyed
deadbolts, spy-eyes and door knockers.

Obseryaﬁons/fomments:

B The windows are original and in fair to poor condition. There is isolated
evidence of leaks and seal deterioration. Based on the estimated Remaining
Useful Life (RUL), the windows will require replacement as part of the
substantial rehabilitation. The cost of this work is included in the Twelve
Month Physical Needs cost estimate (Table 1).

B The exterior doors and door hardware are in good to fair condition. Based
on the estimated Remaining Useful Life (RUL), the wood doors and some of
the metal clad doors will require replacement as part of the renovation. The
cost of this work is included in the Twelve Month Physical Needs cost
estimate (Table 1).
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6.7. Patio, Terrace, and Balcony

Not applicable. There are no patios, terraces, or balconies.

6.8. Common Areas, Entrances, and Corridors

Not applicable. There are no interior common areas.
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~ Building Mechanical and Electrical Systems

7.1.  Building Heating, Ventilating, and Air-conditioning (HVAC)

There are no interior common areas. See Section 8.3 for descriptions and
comments regarding the apartment unit HVAC systems. ‘

7.2. Building Plumbing

The plumbing systems include the incoming water service, the cold water piping
system, and the sanitary sewer and vent system. The risers and the horizontal
distribution piping are reported to be copper. The soil and vent systems.are
reported to be polyvinyl chloride (PVC).

The water meters are located in vaults adjacent to the public streets.

Domestic hot water is supplied to all apartmént units by three, gasfired boilers.
Each boiler has a rated input capacity of 726,000 BTUH with a 119-gallon storage
tank and is located in a boiler room at the end of three of the buildings.

Observations/Comments:

[ ] The plumbing systems appear to be well maintained and, according to the
POC, are in good condition. According to the POC, the water pressure is
adequate. The plumbing systems will require routine maintenance over the
evaluation period.

|| There is no evidence that the property uses polybutylene piping for the
domestic water distribution system. According to the POC, polybutylene
piping is not used at the property.

B According to the POC, the pressure and quantity of hot water are adequate.

B The boilers appear to be in good condition and were reported to be
approximately two years old. Based on their estimated Remaining Useful
Life (RUL), the boilers will not require significant replacements.
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7.3.  Building Gas Distribution

Gas service is supplied from the gas main on the adjacent public street. The gas
meters and regulators are located along the exterior walls of the boiler rooms and
the laundry room. The gas distribution piping is malleable steel (black iron).

Observations/Comments:
[ According to the POC, the pressure and quantity of gas are adequate.

B The gas meters and regulators appear to be in good condition and will
require routine maintenance over the evaluation period.

|| Only limited observation of the gas distribution piping can be made due to
hidden conditions. The gas piping is in good condition and, according to the
POC, there have been no gas leaks.

7.4. Building Electrical

The electrical supply lines run underground to pad-mounted transformers, which
feed exterior-mounted electrical meters. The common area lighting is metered
separately.

‘Ine main electrical service size to each buiiding ranges from a minimum of
1,000-Amp, 120/240-Volt, single phase, three wire, alternating current (AC). The
electrical wiring is reportedly copper, installed in non-metallic, sheathed cable.
Circuit breaker panels are located throughout each building.

Observations/Comments:

B The on site electrical systems are owned and maintained by the respective
utility company. This includes transformers, meters, and all elements of the
on site systems.

B According to the POC, the electrical power is adequate for the property’s

demands.

B The switchgear, circuit breaker panels and electrical meters appear to be in
good condition and will require routine maintenance over the evaluation
period.
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7.5. Elevators and Conveying Systems

Not applicable. There are no elevators or conveying systems.

7.6.  Fire Protection Systems

The fire protection system consists of fire extinguishers and smoke detectors. Fire
extinguishers are located in the common areas and are mounted on the wall. At
least one hard-wired smoke detector is located in each apartment unit. The nearest
fire hydrants are located along the property’s drive aisles and are approximately 100
feet from each building.

Observations/Commenis:

B information regarding fire department inspection information is included in
Section 3.1.

E The fire extinguishers are serviced annually and appear to be in good
condition. The fire extinguishers were serviced and inspected within the last
year.

E Smoke detector replacement is considered to be routine maintenance.

Exit sign and emergency light replacement is considered to be. routine
maintenance.
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8. Dwelling Units

8.1. Interior Finishes

The following table generally describes the interior finishes in apartment units:

Living room Carpet Painted drywall Painted drywall

Kitchen Vinyl tile Painted drywall Painted drywall
Bedroom Carpet Painted drywall Painted drywall

Painted drywall/Ceramic tile

Bathroom Vinyl tile tub surround

Painted drywall

The residential units are typically renovated when tenants move out. The
renovation generally consists of floor finish cleaning or replacement, interior
painting general cleaning and repair or replacement of any damaged items.

The interior doors are hollow core wood doors set in wood frames with painted or
stained finish. Interior doors typically contain knob hardware. ’

Each apartment has a minimum of one hard-wired smoke detector.

Observations/Comments:

& The interior finishes in the apartment units are in fair to poor condition.
Management intends to complete repairs to the units as part of rehabilitation
of the units. This work includes repair of drywall, replacement of floor
coverings, replacement of interior doors, and repainting of walls and ceilings.
The cost of this work is included in the Twelve Month Physical Needs cost
estimate (Table 1).

[ | Additional floor covering replacements are anticipated during the reserve
period. The costs are included in the Long Term Physical Needs cost
estimate (Table 2).
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| The kitchen appliances vary in age from newer units, to a variety of original
and older replacements. The appliances were generally in good to fair
condition. Based on the Estimated Useful Life and the observed conditions,
replacement is of the original and older appliances is recommended as part
of the renovation. It should be noted that all of the units EMG observed had
original ranges. The cost of this work is included in the Twelve Month
Physical Needs cost estimate (Table 1).

E = Replacement of the newer appliances, and appliances installed during the
renovation are anticipated to require replacement late during the evaluation
period. The cost for this work is included in the Long Term Physical Needs
cost estimate (Table 2).

8.3. HVAC

Heating and cooling are provided by split system air conditioners with electric heat.
The fan coil units are concealed above the ceilings. The air-conditioning
condensing units are pad-mounted on grade. The cooling equipment uses R-22 as a
refrigerant.

Air distribution is provided to supply air registers by ducts concealed above the
ceilings. Return air grilles are located adjacent to the fan coil units. The heating
and cooling system are controlled by local thermostats.

Natural ventilation is provided by operable windows. Mechanical ventilation is
provided in the bathrooms by ceiling exhaust fans.

Observations/Comments:

[ According to the POC, the HVAC systems are maintained by the in-house
maintenance staff. Records of the installation, maintenance, upgrades, and
replacement of the HVAC equipment at the property have not been
maintained since the property was first occupied.

E According to the POC, most of the HVAC equipment has been replaced
within the past five years. HVAC equipment is reportedly replaced on an "as
needed" basis.

The condensers appear to be in good to fair condition. In general, the
condensers were observed to be replacement units. Based on their estimated
Remaining Useful Life (RUL), some of the condensers will require
replacement as part of the renovation. The cost of this work is included in
the Twelve Month Physical Needs cost estimate (Table 1). '
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| Additional replacements are recommended Based on the Estimated Useful
Life and the observed conditions. The costs are included in the Long Term
Physical Needs cost estimate (Table 2).

B The fan coil units appear to be in good condition. Replacement of some fan
coil units is recommended within the year as part of the rehabilitation. The
cost of this work is included in the Twelve Month Physical Needs cost
estimate (Table 1).

8.4. Plumbing

The bathrooms include a water closet, enameled-steel bathtub, a vanity, and a
lavatory. :

Domestic hot water is supplied by the central system described in Section 7.2.

Observations/Comments:

E The bathroom fixtures are in good to poor condition. Based on the
conditions observed and the Estimated Useful Life, replacement of
approximately 50 percent of the bath fixtures is recommended. EMG has
included budgetary costs to address replacements in the Twelve Month
Physical Needs cost estimate (Table 1).

L According to the POC, the pressure and quantity of hot water are adequate.

8.5. . Electrical

The electrical service to each apartment unit ranges from a minimum 125-Amp. A
circuit breaker panel inside each unit supplies the HVAC system, appliances,
receptacles and light fixtures.

The apartment units have incandescent and fluorescent light fixtures. Each
apartment unit has at least one cable television outlet and telephone jack. '

Observations/Commen fs:

B According to the POC, the electrical power is adequate for each apartment
unit’s demands.

The apartment unit light fixtures are in good condition. Light fixture
replacement is considered to be routine maintenance.
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L EMG observed that no ground fault circuit interrupters are installed in the
kitchens and bathrooms. EMG recommends that these be installed as part of
the rehabilitation. The cost of this work is included in the Twelve Month
Physical Needs cost estimate (Table 1).

B The developer intends to extend the phone jacks within the units. The cost
of this work is included in the Twelve Month Physical Needs (Table 1) under
the unit electrical cost.

8.6. Furniture, Fixtures and Equipment (FF&E)

Not applicable. There are no furnished apartments.
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9, Other Structures

The rental office/laundry building is located near the main entrance to the property. The
rental office/laundry building is constructed of, and finished with, materials similar to the
apartment buildings. See Sections 6 and 7 for descriptions and comments.

The rental office/laundry building contains the rental office, the maintenance shop and the
laundry room. The rental office/laundry has carpeted or vinyl tile floors and painted,
drywall-finished walls and ceilings.

A storage building is located on the north side of the site. The maintenance building is a
pre-manufactured painted wood structure set on concrete blocks.

Observations/Comments:

E The finishes and the furnishings in the rental office are in good to fair condition.
Based on their estimated Remaining Useful Life (RUL), some of the finishes and the
furnishings will require repairs or replacement. The cost of this work is included as
a lump sum in the Twelve Month Physical Needs cost estimate (Table 1).
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10. Opinions of Probable Cost

This section provides estimates for the repair and capital reserves items noted within this
PCR.

These estimates are based on Invoice or Bid Document/s provided either by the
Owner/facility and construction costs developed by construction resources such as R.S.
Means and Marshall & Swift, EMG's experience with past costs for similar properties, city
cost indexes, and assumptions regarding future economic conditions.

10.1. Methodology

Based upon site observations, research, and judgment, along with referencing
Expected Useful Life (EUL) tables from various industry sources, EMG opines as to
when a system or component will most probably necessitate replacement. Accurate
historical replacement records, if provided, are typically the best source of
information. Exposure to the elements, initial quality and installation, extent of use,
the quality and amount of preventive maintenance exercised, etc., are all factors that
impact the effective age of a system or component. As a result, a system or
component may have an effective age that is greater or less than its actual
chronological age. The Remaining Useful Life (RUL) of a component or system
equals the EUL less its effective age.

Where quantities could not be derived from an actual take-off, lump sum costs or
allowances are used. Estimated costs are based on professional judgment and the
probable or actual extent of the observed defect, inclusive of the cost to design,
procure, construct and manage the corrections.

10.2. Immediate Repairs and Short Term Costs

Immediate repairs are opinions of probable costs that require Critical Repairs action
as a result of: (1) material existing or potential unsafe conditions, (2) material
building or fire code violations, or (3) conditions that, if left unremedied, have the
potential to result in or contribute to critical element or system failure within one
year or will most probably result in a significant escalation of its remedial cost.
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Short term costs are opinions of probable costs to remedy physical deficiencies,
such as deferred maintenance, that may not warrant Critical Repairs attention, but
that require repairs or replacements which should be undertaken during any
~ renovation work. Such opinions of probable costs may include costs for testing,
- exploratory probing, and further analysis should this be deemed warranted by the
consultant. The performance of such additional services are beyond the PCA scope
of work. Generally, the time frame for such repairs is within one to two years.

10.3. Modified Capital Reserves

Modified Capital Reserves are for recurring probable expenditures which are not
classified as operation or maintenance expenses. The modified capital reserves
should be budgeted for in advance on an annual basis. Capital reserves are
reasonably predictable both in terms of frequency and cost. However, capital
reserves may also include components or systems that have an indeterminable life
but nonetheless have a potential liability for failure within an estimated time period.

Modified Capital Reserves exclude systems or components that are estimated to
expire after the reserve term and that are not considered material to the structural
and mechanical integrity of the subject property. Furthermore, systems and
components that are not deemed to have a material effect on the use are also
excluded. Costs that are caused by acts of God, accidents, or other occurrences that
are typically covered by insurance, rather than reserved for, are also excluded.

Replacement costs are solicited from ownership/property management, EMG'’s
discussions with service companies, manufacturers’' representatives, and previous
experience in preparing such schedules for other similar facilities. Costs for work
performed by the ownership’s or property management’s maintenance staff are also
considered. '

EMG’s reserve methodology involves identification and quantification of those
systems or components requiring capital reserve funds within the evaluation period.
The evaluation period is defined as the effective age plus the reserve term.
Additional information concerning system’s or component’s respective replacement
costs (in today's dollars), typical expected useful lives, and remaining useful lives
were estimated so that a funding schedule could be prepared. The Modified Capital
Reserve Schedule presupposes that all required remedial work has been performed
or that monies for remediation have been budgeted for items defined in the
immediate Repair and Short Term Cost Estimate.
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Critical and Twelve Month Physical Needs

Property Name: Shiloh Village Apartments No. of Units: 168
Location: Dallas, Texas No. of Buildings: 15
EMG Project Number: 120286 Reserve Term: 20 years
Property Age: 25 years
. . Critic.al Twelve Month
Sec Component or System Action / Comment Quantity Unit Cost Repairs Total §
Total §
3.2 |ADA Survey Perform follow-up study 1] EA $12,000.00 $0 $12,000
52  |Roadways & parking, full depth repair Repair, mill, and overlay portion of pavement system 1 LS $56,928.00 $0 $56,928
5.2 |{Concrete paving Replace site flatwork 1 I8 $43,800.00 $0 $43,900
52 [Pedestrian paving, concrete Replace 750 SF $5.00 $3,750 $0
52 |Drive area conlrols Signage, striping, and bumper stops 1 LS $28,000.00 $0 $28,000
{1 54 JLandscaping Replace 1681 EA $401.79 $0 $67,500
{] 54 |inigation system Repair 1 LS $10,000.00 $0 $10,000
¢l 54 |Refaining walls, wood timber Replace 400 LF $8.00 $0 $3,200
5.5 1Swimming pool improvements Replace poool and deck 1 LS $54,950.00 $0 $54,950
5.5 |Dumpster enclosures Replace 41 EA $1,000.00 $0 $4,000
5.5 |Building mounted HID lighting Repair i5] EA $500.00 $0 $7,500
55 |Perimeter Fencing, chain link Replace 1] LS $131,200.00 $0 $131,200
5.5 |Playground equipment Replace 1 LS $19,050.00 $0 $19,050
6.2 |Floor structures Repair sub floor 84 EA $1,317.93 $0 $110,706
8.3 |Roof covering, asphalt shingles Replace 960 SQ $201.39 $0 $193,339
6.4 |Exterior walls, soffits and trim Repair 15| BLDG $1,200.00 $0 $18,000
6.4 |[Exterior walls, stucco/ siding Prep and paint/stain 150,000 SF $0.90 $0 $135,000
6.6 |Exterior Unit Doors Replace 1x during term 84 EA $400.00 $0 $33,600
Windows (Frames and glazing) Replace 1x during term 7121 EA $432.68 $0 $308,068
Living area floors, carpet (older) Replace 168| FEA $1,008.71 $0 $169,464
rS 8.1 |Living area floors, resilient (older) Replace 18] EA $414.02 $0 $69,556
| 8.1 |Living area walls & ceilings, drywall Repair and paint 1681 EA $2,136.27 $0 $358,894
8.1 {Ceramic tile Install in bathrooms 168] EA $327.38 $0 $55,000
8.1 [interior doors Replace 111 EA $85.00 $0 $9,398
: 8.2 |Refrigerator (older) Replace 16841 EA $500.00 $0 $84,000
; 8.2 |Dishwasher (older) Replace 1681 EA $305.00 $0 $51,240
/] 82 [Range (older) Replace 168 EA $400.00 $0 $67,200
: 8.2 |Cabinets, Countertop and sink Replace original cabinetry 148} EA $2,702.30 $0 $399,940
8.3 |HVAC, fan coil units Replace 1x during term 126] EA $1,150.00 $0 $144,800
8.3 [HVAC: split DX system Replace 561 EA $1,191.00 $0 $66,696
8.4 |Bath Fixtures (Sink, toilet, tub) Replace 1681 EA $449.82 $0 $75,570
8.5 |Electrical devices; switches & outlets Install GFCI in kitchen and bathroom / extend phone jacks 4461 EA $32.46 $0 $14,478
9.0 |Rental office Replace finishes 1] LS $161,252.00 $0 $161,262
EMG 120286 Tables2 Table 1 8/9/2004



Critical and Twelve Month Physical Needs

EMG 120286 Tables2 Table 1

Property Name: Shiloh Village Apartments No. of Units: 168
Location; Dallas, Texas No. of Buildings: 15
EMG Project Number: 120286 Reserve Term: 20 years
Property Age: 25 years
Critical
Sec Component or System Action / Comment Quantity Unit Cost Repairs Twelve Month
Total $
Total §
Total Repairs $3,750 $2,964,529
Cost per Dwelling Unit $22 $17,646
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Long Term Physical Needs

Property Name: Shiloh Village Apartments  Reserve Term: 20|
Locetion: Dalies, Texas Property Age: 25
EMG Project Number: 120286 No. of Buildings: 15
inflation Rate: 2.5% No. of Units: 168
Uni Prohable f Dates & Estimated Expenditures (§) Totat
Sec. Componsnt or System EUL | AGE{ RUL] Guanity | Unk Cost Aeserves Year Year Year Year Year Year Year Year Year Year Year Year Year Year Year Year Year Year Year Year Reserves
¥n (1118 Kits) 3] Gosls 1 2 3 4 5 8 7 8 9 10 11 12 13 1 15 18 17 18 19 20 Over Term
5.2 |Readvays, ssphalt (saal coal) 5 -1 & 3R9550| EA $0.08 $31,164 ¥ $03 3 3q $9 $10368 & # 30 k2 §10,366 # $ § 39 $10,369 3 ¥ £0] 80 331, 14|
55 |owimming pocl deck 15 1 i) 10001 SF 50 $.500 ¥ § $9 9 30 30 § 4 30 § § § 0 39 2,5 0 30 $ ¥ 0 $2.500
55 Jowimming peol eauipmant 0 | 9 2} €A $2,500.00 $5,000 $0 8 ki i § $0 $0 § §2.5 3 30 3 308 3 k] it $0 L 2.5 303 $5,000
55 |Swimming pool syrtace 10 1 2 2f Ls $12,500.00 §25,000 E: ¥ S 39 $9 3 ¥ 0| g2 39 ¥ % 3¢ 01 § $d 350 3 $12,500 4 §25,00%
64 |Exterior walls, stucce/ siding 10 1 " 142,000] SF $6.75 $106,500 $ # $0 S $0 ¥ 0 ¥ ¥ ¥ $105,500¢ ki $0 500 § 0 § § 3 k3 $105.50
81 [ ving area flooms, campat 7 11 8 5] ga 5575.00 $193.200 30 [% 50 § E 5 s $2 $32,2 £32,2 E E 0 s ooy $32.2 2,2 § 30 3 $133,200
81 ftiving area floers, resiiont 5 i 18 i8] A $150.00 #5200 $9 308 0 39 ¥ ¥ $9 3 9 § ¥ 3 ¥ $ ¥ $8.41 384 334 # ¥ $25.2¢
82 |Rafigaratar (newer) 15 5 10 101 €A $435.00 $43.848 § $4 $ L ¥ kS ¥ $0 ki $14.515 $14,519 $14,61 § ¥ $ $a $0 30 $0 3 $43,8481
82 [Dishwashar (nawer) 10 k 4 ae]| EA $250.00 $50.500 4 30 E $8417 8417 $8417 $ § 304 £l kS # § §8417] $8417] $8.417 § $04 k3 1 $50,500)
a2 |Ranga (nower) 18 1 18 1881 EA $385 00 $54,500 # L 9 $ 30| L ¥ ¥ 50 $q 30 30 b # $q  §18.2 §i82008  §18.200 k3 $0 $54.604
82 [Agtigaralor (newer) 15 1 15 67] EA $435.00 $28.145 504 # $9 39 §7 i $4 $0 ki L 9 & 30 304 $ $3.719] $5.715] $2.715] i & §29,145)
82 {Dishwashar (newar) 10 1 11 67} EA $250.00 $15,750 3 § § 9 $9 $0 0 ¥ El 33 315750 50 39 L ki 5 § §0 3 ¥ $15,7504
83 JHVAC spht DX system 15 4 il 12| EA $350.00 $168400 ¥ § i 30 §04 $ § § 9 $0 35467 8354671 85457 30 $0 $ § § 0 3 $106.4
83 JHVAC splt DX sysiem 15 1 16 551 EA $950.00 $53,200 301 $9 39 ¥ 3 ¥ 59 § i 3 $4 ¥ $0 § 3 $17.73; §17.733) $17.733) 30 30 $53.21
. ANNUAL RESEBVE (UNINFLATED) $743,007 $0 $0 $0 $8417 $8417 $18,805 $07 $32,200| $47,200| $46816] $183,721] $50,083| $35,467 $34171 $43117] $105,053| $86248] $54,48| 16,000 $0 $743,007
EUL: Expocted Uselul Lie (Average) INFLATION RATE FACTOR 1.0000 1.0250 1.0508 1.0769 1.1038 1,1314 1.1587 1.1887 1.2184 1.2489 1.2801 1.8121 1.3449 1.9786 1.4130 1.4483 1.4845 1.5216 1.5597 1.5987
AGE: Effective Age of Buidng Gomponents ANNUAL RESERVE (NFLATED) $0 $0 $0 $9,084 $9,2007 $21,276 $0] $88276| $57500| $58467] $235178| $65,718 $47.609| $11.602] $60,923[ $152,148] $126,036 $62,241 1 $23,395 $0] $1.000,818
RUL: Remaiing Uselul L¥e Estmated) UNINFLATED RESERVE /UNIT/YEAR $221
INFLATED RESERVE /UNIT/ YEAR $298
EMG 120085 Tables2” Table 2 Y9006
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Photo |Front elevation of Building 7
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Photo | Interior of the leasing fc '
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Photo Restrom at the rental office Photo |Typical apamhent unit entrance
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Photo (HVAC equipment
#21: #22:

Photo |Mold at dwelling unit HVAC vntin the
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Photo |Barren landscaping
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Site Plan
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Project Number: 120286

Project Name: Shiloh Village Apartments
Description: Site Plan

The north arrow indicator is an approximation of 0°North
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Fire Department FOIA

To:  Ms. Lashonda Charles Date: February 20, 2004
Dallas Fire Department Phone #: 214-670-4319
Dallas, Texas 75201 Fax #: 214-670-4324

Re:  Shiloh Village Apartments
8702 Shiloh Road
Dallas, Texas 75228

EMG Project No: 120286 Project Manager: Melvin Cauthen

Dear Ms. Charles:

EMG is an engineering firm currently conducting a property condition survey of the above-
referenced property. As part of the due-diligence process, we are submitting this letter
through the Freedom of Information Act to obtain information specific to the property. We
reguest your assistance by providing us with the following information concerning the site

and buildings:

1. Date of last fire department inspection ___/__/

mo. day year

2. Are there any OUTSTANDING fire code violations? YES/NO
{circle one)

3. How often is the subject property inspected? annually, biennially, other
(circle one)

Responses may be faxed directly to our office, at (410} 785-6220, or mailed to our
corporate offices:

EMG

Attn: Technical Relationship Manager

11011 McCormick Road

Hunt Valley, Maryland 21031

If outstanding violations are on file, please provide copies of the reports/citations. Please
note the EMG Project Number and the Technical Relationship Manager's name on all
correspondence.  If you need additional information to complete this request, please
contact me at (800) 733-0660. Thank you for your prompt attention to this matter.
Sincerely,

Melvin Cauthen

Project Manager

CORPORATE HEADGUARTERS 11071 McCORMICK ROAD  HUNT VALLEY. MARYLAND 21031 800 733 0660 FAX 410 78S §220
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Record of Communication

Date: February 20, 2004 Time: = 3:00 pm

Project Number: 120286 Recorded by: Melvin Cauthen

Project Name: Shiloh Village Apartments

Communication with: Ms. Lashanda Charles

of: Dallas Fire Department

Phone: 214-670-4319

Communication via:
Telephone Conversation
[l Discussions During Site Inspection
[] Office Visitation/Meeting at:
[] Other:

Re: Outstanding fire code violations and inspection history

Summary of Communication: According to the Dallas Fire Department, code compliance
information can only be obtained through submission of a written request under the
Freedom of Information Act (FOIA). A request was submitted, and a copy of the request is
included in Appendix C. Significant information will be forwarded upon receipt.

Conclusions, Actions Taken, Required, or Recommended: FOIA request was sent. FOIA
response will be forwarded upon receipt as an attachment to Appendix C.

Follow-up Required: When, With and By Whom:

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 B0O0O 733 0660 FAX 410 785 6220
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CIty OF Dall.ab

Building Inspection
320 F. Jefferson Blvd.,

y Ry

Dallas, Teszansz 73203

CERTIFICATE OF QCCUPANCY

GO Mumber:s 7210165230 Nate Tesued: LO/LQ/Le7
Waa: APARTMENTS Expirvation date:

Mame: SHILOM VILLAGE aPTS, LTﬁ.A CO Fee:

e MapsCo: 39 /W

Telephone! Fax

Address
H70R GHILOM RD 75228

Lot TR Block: 735 7 / Aot Coce Nuwlg Undits: 168
Worlk Use: Toning: Ouwn Coda: & District: 08
Pro Park: Lot freau SUP Stories!

Reg Parl Bldg Area: 6} P M- oo Dode: B
Sprdakler Typwe Const:

This certificate shall be displayed
on the above premises at all times,



e e e o

WESTMARK MANAGEM

ENT COMPANY - OCCUPANCY & COLLECTION REPORT

SHILOH VILLAGE APARTMENTS
Date: .
22104 71172003
PROPERTY UNIT SCHEDULE

UNIT TYPE 2BR 3BR 4BR TOTALS
SQUARE FEET 940 1,119 1,200 _ 190,960
RENT TYPE Section 8 Section 8 Section 8 GP! TOTAL
RENT PER UNIT $609 %678 $779 $120,072 SECS
TOTAL UNITS 16 80 72 168 168

P

SCCUPIED UNITS




Site Elements Systems and Conditions

Shiloh Village Apartments No.of Units: 168

Dalilas, Texas No. of Buildings: 15

February 18, 2004 Resorve Term: 20 years

120286 Property Age: 25 years

item Descriptions Cond EUL Age RUL D Action / Comment Quantity Unit  Now DM
ADA Survey F | NA NA Pertorm follow-up study I 1 EA v

Root Consultant. core sampl

i

es & report

On-site sanitary sewer 30 5 2

Site power distribution 40 15 1

Site gas main 40 15 1

Gas gistribution lines 40 15 1

Hoadways, asphalt (seal coat) 5 [ Seal and fil cracks 389,550 EA
Pedestrian paving, concrete 15 -10 Replace 750 SF v

=3
spininininixininwin L IRRRIRELE]E

G
G
G
G
F
P
Catch basin G 15 1
Storm drain lines G 50 5
Stte sanitary lines G 50 2%
Site water main G 40 15 1
Site sewer main G 50 %
Earthwork G 50 25
Landscaping P 150 2 Feplace 168 EA v
Irigation system P 30 5 Repair 1 LS v
Hetaining walls. wood timber [ 15 -10 Replace 400 LF v
ing pool deck G | 14 Resurface deck 1,000 SF
Dumpster enclosures P 10 | 10 0 Repiace 4 EA v
Swimming pool equipment G 10 1 g Replace as needed 2 EA
Swimming podl surface G 10 1 9 Repiace as needed 2 LS
Signage G 10 | 25 -15 3
Building mounted HID lighting F 3 [ 0 Repair 15 EA v
Permeter Fencing, chain link P 40 1 5 15 Replace 1 LS v
Piayground equipment P 2 | 22 3 Replace 1 LS v
RN EXTEIRON:
Foundations G 50 | 2 25
Root covering. asphalt shingles P ] 201 24 -4 Replace 960 SQ v
Roof structure G 50 | &5 % ]
oot drainage, exterior (gutter & fascia} G | 51 2 22
Insulation within wall G 5 | B 2
Exterior walls, soffits and trim P 15 1 2 -10 Repair 15 BLDG v
Exierior walls. stucco/ siding F 5 3 2 Prep and paf i 150,000 SF v
Extenior walls, stucco/ siding G 10 | -1 Prep and palnt/stain 142,000 SF
Exterior stesl stairs, scraping and recoating F 10 1 25
Exterior steel stair / concrete treads F 20 [ 2
Windows (Frames and-giazing) P 30 | 25
R CReE AT
Rental office Pl 20] 2
Hot and cold water distribution G | 501 & 2
DHW, instantaneou G 25 2 23
Sanitary waste and vent system G | 50| & 25
Gas distribution system G 5 | % 2%
Electrical wirng G | 60| 2 35
Building Iighting G 20| 23 -5 3
AN TERCR FRIBHES S ARPIIANCES
{iving area fioors, carpet {older) P 7 7 )] Replace 168
Living area floors, carpel G 7 -1 8 Repiace 336 EA
Living area floars, resitient {older) P 15 | 15 0 Replace 168 EA v
Living area fioors, resflient G 15 | - 16 Replace 168 EA
Living area walls & celings, drywall P ] 5 | 25 2% Repair and paint 168 EA v
Interior doors G 30|25 5 Replace 111 EA v
Hefrigerator {cider) F 15 1 15 1] Replace 168 EA v
Refrigerator (newer} G 15 5 10 Renlace 101 E
Dishwasher {clder) F 10 { 10 0 Replace 168 EA v
Dishwasher (newer} G 10 6 4 Replace 202 EA
Range (older) F 1151 15 0 Heplace 168 EA v
Range (newer) G 15 1 -1 16 Replace 168 EA
Cabinets, Countertop and sink P 20 | 18 1 Replace original cabinetry 148 EA v
Cabinets, Countertop and sink G 20 5 158 3
Refrigerator (newer) G 5 1 -1 16 Replace 67 EA
Dishwasher (newer) G 10 | 41 11 Replace 67 EA
HVAC, fan coff units F % | 2 0 Replace 1x durng temm 126 EA v
HVAC, fan coil units F %5 110 15 3
HVAC: split DX system F 5 4 11 Replace 112 E
HVAC: spiit DX system £ 151 14 1 Replace 56 EA v
HVAC; split DX system G 5 | -1 16 Repiace at least 1x dunng term 56 E
Bath Fixtures (Sink, toflet, tub) P 0 | & -5 Replace 168 EA v
Bath Fixtures (Sink, toflet, lub} F 20 | 10 10 3
Restroom ventalation P NA | NA #VALUE! ;
Electrical devices: switches & outiets P 15 1 2% -10 Install GFCI in kitchen and bathroom / extend phone jacks 446 EA v
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Property Name:

An ISO 9001
Certified Company

Shiloh Village Apartments

Date: February 19, 2004

Project Number: 120286

i )

. e dei s e
Has the management previously completed
an ADA review?

120286

Does an ADA compliance plan exist for the
property?

Has the plan been reviewed/approved by
outside agencies (engineering firms, building
department, other agencies)?

Have any ADA related complaints been
received in the past?

Are there an adequate number (per
regulation) of wheelchair accessible parking
spaces available (96” wide/ 60" aisle)

Is there at ieast one wheelchair accessible
van parking space (96" wide/ 96" aisle) for
every 8 standard accessible spaces?

Are accessible parking spaces located on the
shortest accessible route of travel from an
accessible building entrance?

Does signage exist directing you to
wheelchair accessible parking and an
accessible building entrance?

Is there a ramp from the parking to an
accessible building entrance (1:12 slope or
less)

If the main entrance is inaccessible, are there
alternate accessible entrances? '

Is the accessible entrance doorway at least
32" wide?

CORPORATE HEADBUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031
Wwww. emgcorp.com

800 733 0660

FAX 410 785 6220
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bt e 5 SReERA SN

Is the door handle easy to open? (lever/push
8. | type knob, no twisting required, no higher X
than 48" above floor)

Are entry doors other than revolving doors X
available?

AT L AN i Rl
s the path of travel free of obstructions and
1. | wide enough for a wheelchair (at least 60” X
wide)?

Are floor surfaces firm, stable and slip X
resistant (carpets wheelchair friendly)?

Do obstacles (phones, fountains, etc.)
3. | protrude no more than 4” into walkways or X
corridor?

Are elevators controls low enough to be
4. | reached from a wheelchair (48" front X
approach/54” side approach)?

5 Are there raised elevator markings in Braille X
" | and Standard Alphabet for the blind?

Are there audible signals inside cars

6. | . . X
indicating floor changes?
Do elevator lobbies have visual and audible

7.0 .. . X
indicators of the cars arrival?
Does the elevator interior provide sufficient

8. | wheelchair turning area (51" X 68" X
minimum)?¢
Is at least one wheelchair accessible public

9. . X
phone available?
Are wheelchair accessible facilities

10 | (restrooms, exits, etc.) identified with X Provide signage

signage?

3 e e s
: Are common area public restrooms located X
" | on an accessible route?
2. | Are pull handles push/pull or lever type? X
Are access doors wheelchair accessible (at
3. JRR X
least 32”7 wide)?

CORPORATE MEADQUARTERS 11011 McCORMICK RCAD HUNT VALLEY. MARYLAND 21031 800 733 0660 FAX 410 785 822D
www.emgeorp.com ’
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2 s i

Are public restrooms large enough for

4. | wheelchair turnaround (60" turning X
diameter)?
Are stall doors wheelchair accessible (at least
5. y o X
32" wide)?
Are grab bars provided in toilet stalls (33”-
6. 36" above floon)? X install grab bars
- Do sinks provide clearance for a wheelchair X
" | to roll under (29" clearance)?
Are sink handles operable with one hand .
8. without grasping, pinching or twisting? X Provide paddle faucet
0. Are exposed pipes under sink sufficiently X Insulate pipes

insulated against contact?

Are soap dispensers, towel, etc. reachable
10 | (48” from floor for frontal approach, 54" for X
side approach)?

Is the base of the mirror no more than 40”

T o floor?

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 800 733 0880 FAX 410 785 6220
WWW.emgeorp. com
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Appendix E

Pre Survey Questionnaire and Documentation Request Form
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Property Name:
Respondent Name:

Pre-Survey Questionnaire
Shiloh Village Apartments

Ms. Cynthia Perry-Bryant

120286

Unk = Unknown NA = Not Applicable

Yes | No Unk | NA Yes | No- | Unk | NA
1. Does the property have full-time X 20. Is the HVAC equipment more than X X
maintenance personnel or staff? 10 years old?
2 Have there been any major capital X 21. Does the HVAC equipment use R- X
improvements in the last 5 years? 22 as a refrigerant?
3. Are there any unresolved building, X 22. Are the water heaters/boilers more X
fire or zoning code issues? than 10 years old?
4. Has a termite inspection occurred X 23. Is polybutylene piping used at the X
within the last year? property?
. 24, Are there any plumbing leaks or
" " ; X
5. Are there any "down" units? water pressure problems? X
6. Are there any problems with the X 25. Does any part of the electrical X
foundations or structures? system use aluminum wiring?
7. Is there any water infiltration in X 26. Has any elevator equipment been X
basements or crawl spaces? replaced within the last 10 years?
8. Are there any wall or window leaks, X 27. Are the elevators maintained by a X
or poorly insulated areas? contractor on a routine basis?
9. Are there any current roof leaks at the X 28. Is the emergency communication X
property? equip. in the elevators functional?
10. Is the roof covered by a warranty or X 29. Have fire/life safety systems been X
bond? inspected within the last year?
11. Is Fire Retardant Plywood used at the X 30. Are there any smoke evacuation or X
property? pressurization systems?
12. Are any roof finishes more than ten X 31. Are any Omega or Central brand X
years old? fire sprinkler heads installed? )
13. Do utilities (water, sewer, electric, X 32. Are emergency electrical X
gas) provide adequate service? generators routinely maintained?
114. Is the property served by an on site X 33. Do the tenants contract for their X
water well or septic system? own tenant improvement work?
15. Do irrigation systems function X 34. Are tenants responsible for roof, X
properiy? HVAC, OR exterior painting costs?
16. Does your HVAC system provide the ’ .
minimum quantity of outside air X (3”5]'3/:‘;8 ti\ae ;’;g?g?;ﬂe?; mszect?ed X
recommended by ASHRAE? Butar basis: it 0, how oftent
17. is the HVAC system inspected at X 36.{ Havs problemsctw(lith HV:\C | X
least annually, and problems corrected? systems been corrected in a timely
manner?
18. Has the HVAC system or any part of 37. is there a response action planned
the property ever contained visible mold X and in place in order to prevent mold X
growth? If yes, where? When? growth, or respond to its presence?
19. Has the building been tested for 38. Does the property have an exterior
indoor air quality or mold? If yes, what X insulation and finish (EIFS) system with X
were the resuits? synthetic stucco (Dryvit) facade?

CORPORATE HEADQUARTERS

11011 McCORMICK ROAD

HUNT VALLEY. MARYLAND 21031

800 733 0660

wWww.emgeorp.com
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Request for Documentation

Y.
N

On the day of the site visit, provide EMG's Field Observer access to all of the available
documents listed below. Provide copies if possible.

INFORMATION REQUIRED

1. All available construction documents (blueprints)
for the original construction of the building or for any
tenant  improvement work or other recent
construction work.

2. Asite plan, preferably 8 1/2" X 11", which depicts
the arrangement of buildings, roads, parking stalls,
and other site features.

3. For commercial properties, provide a tenant list
which identifies the names of each tenant, vacant
tenant units, the floor area of each tenant space, and
the gross and net leasable area of the building(s).

4. For apartment properties, provide a summary of
the apartment unit types and apartment unit type
quantities, including the floor area of each apartment
unit as measured in square feet.

5. For hotel or nursing home properties, provide a
summary of the room types and room type quantities.

6. Copies of Certificates of Occupancy, building
permits, fire or health department inspection reports,
elevator inspection certificates, roof or HVAC
warranties, or any other similar, relevant documents.

7. The names of the local utility companies which
serve the property, including the water, sewer,
electric, gas, and phone companies.

8. The company name, phone number, and contact
person of all outside vendors who serve the property,
such as mechanical contractors, roof contractors, fire
sprinkler or fire extinguisher testing contractors, and
elevator contractors.

9. A summary of recent (over the last 5 years) capital
improvement work which describes the scope of the
work and the cost of the improvements. Executed
contracts or proposals for improvements. Historical
costs for repairs, improvements, and replacements.

10. Records of system and material ages (roof, MEP,
paving, finishes, furnishings).

11. Any brochures or marketing information.

12. Appraisal, either current or previously prepared.
13.  Current occupancy percentage and typical
turnover rate records (for commercial and apartment

properties).

14. Previous reports pertaining to the physical
condition of property.

15.  ADA survey and status of improvements
implemented.

16. Current/pending litigation related to property
condition.

Your timely compliance with this request is greatly appreciated.

CORPORATE HEADGUARTERS 11011 McCORMICK ROAD

HUNT VALLEY. MARYLAND 21031

BOD 733 0BBO FAX 410 785 6220
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Appendix F

Acronyms and Out of Scope ltems
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ADA - The Americans with Disabilities Act
 ASTM - American Society for Testing and Materials

BOMA - Building Owners and Managers Association

BUR - Built-up Roofing

DWYV - Drainage, Waste, Ventilation

EIFS - Exterior Insulation and Finish System

EMF — Electro Magnetic Fields

EMS - Energy Management System

FUL - Expected Useful Life

FEMA - Federal Emergency Management Agency

FFHA - Federal Fair Housing Act

FIRMS - Flood Insurance Rate Maps

FRT- Fire Retardant Treated

FOIA - US. Freedom of Information Act (5 USC 552 et seq.) and similar state
statutes.

FOIL - Freedom of Information Letter
FM - Factory Mutual
HVAC - Heating, Ventilating and Air—lconditioning
IAQ - Indoor Air Quality
g MEP — Mechanical, Electrical and Plumbing

NFPA - National Fire Protection Association

PCA - Property Condition Assessment
PCR - Property Condition Report
PML - Probable Maximum Loss

RTU - Rooftop Unit

RUL - Remaining Useful Life

STC - Sound Transmission Class
UBC - Uniform Building Code

CORPORATE HEADRUARTERS 11011 McCORMICK RCAD HUNT VALLEY. MARYLAND 21031 BOO 733 08B0 FAX 410 785 8220
wWw. emgeorp. com
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8.4.1.8 | Utilities: Operatmg conditions of any systems or accessing manholes or Utlhty pits.

8.4.2.2 | Structural Frame and Building Envelope: Entering of craw! or confined space areas (however, field
observer should observe conditions to the extent easily visible from the point of access to the crawl or
confined space areas), determination of previous substructure flooding or water penetration uniess easily
visible or if such information is provided.

8.4.3.2 | Roofs: Walking on pitched roofs, or any roof areas that appear to be unsafe, or roofs with no built-in
access, or determining any roofing design criteria.

8.4.4.2 | Plumbing: Determining adequate pressure and flow rate, fixture-unit values and counts, or verifying pipe
sizes and verifying the point of discharge for underground systems.

8.4.5.2 | Heating: Observation of flue connections, interiors of chimneys, flues or boiler stacks, or tenant-owned
or maintained equipment.

8.4.6.2 | Air-conditioning and Ventilation: Evaluation of process related equipment or condition of tenant
owned/maintained equipment.

8.4.7.2 | Electrical: Removing of electrical panel covers, except if removed by building staff, EMF issues, electrical
testing, or operating of any electrical devices. Process related equipment or tenant owned equipment.

8.4.8.2 | Vertical Transportation: Examining of cables, sheaves, controllers, motors, inspection tags, or entering
elevator/escalator pits or shafts

8.4.9.1 | Life Safety/Fire Protection: Determining NFPA hazard classifications, classifying, or testing fire rating of
assemblies.

8.4.10. | Interior Elements: Operating appliances or fixtures, determining or reporting STC (Sound Transmission
2 Class) ratings, and flammability issues/regulations.

11.1 Activity Exclusions - The activities hsted beiow are generally excluded from or otherwise represent
limitations to the scope of a PCA prepared in accordance with this guide. These should not be construed
as all-inclusive or implying that any exclusion not specifically identified is a PCA requirement under this
guide.

11.1.1 | Removing or relocating materials, furniture, storage containers, personal effects, debris material or
finishes; conducting exploratory probing or testing; dismantling or operating of equipment or appliances;
or disturbing personal items or property which obstructs access or visibility.

11.1.2 | Preparing engineering calculations (civil, structural, mechanical, electrical, etc.) to determine any
system’s, component’s, or equipment’s adequacy or compliance with any specific or commonly accepted
design requirements or building codes, or preparing designs or specifications to remedy any physical
deficiency.

11.1.3 | Taking measurements or quantities to establish or confirm any information or representations provided by
the owner or user such as: size and dimensions of the subject property or subject building, any legal
encumbrances such as easements, dwelling unit count and mix, building property line setbacks or
elevations, number and size of parking spaces, etc.

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 800 733 0680 FAX 410 78B5 6220
www.emgcorp.com



An ISO 9001
Certified Company

120286

11.1.4 | Reporting on the presence or absence of pests such as wood damaging organisms, rodents, or insects
unless evidence of such presence is readily apparent during the course of the field observer's walk-
through survey or such information is provided to the consulitant by the owner, user, property manager,
etc. The consuitant is not required to provide a suggested remedy for treatment or remediation,
determine the extent of infestation, nor provide opinions of probable costs for treatment or remediation of
any deterioration that may have resulted.

11.1.5 | Reporting on the condition of subterranean conditions such as underground utilities, separate sewage
disposal systems, wells; systems that are either considered process-related or peculiar to a specific tenancy
or use; waste water treatment plants; or items or systems that are not permanently installed.

11.1.6 | Entering or accessing any area of the premises deemed to pose a threat of dangerous or adverse
conditions with respect to the field observer or to perform any procedure, which may damage or impair
the physical integrity of the property, any system, or component. '

11.1.7 | Providing an opinion on the condition of any system or component, which is shutdown, or whose
operation by the field observer may significantly increase the registered electrical demand-load.
However, consultant is to provide an opinion of its physical condition to the extent reasonably possible
considering its age, obvious condition, manufacturer, etc.

11.1.8 | Evaluating acoustical or insulating characteristics of systems or components.

11.1.9 | Providing an opinion on matters regarding security of the subject property and protection of its occupants
or users from unauthorized access.

11.1.10 | Operating or witnessing the operation of lighting or other systems typically controlled by time clocks or
that are normally operated by the building’s operation staff or service companies.

11.1.11 | Providing an environmental assessment or opinion on the presence of any environmental issues such as
asbestos, hazardous wastes, toxic materials, the location and presence of designated wetlands, I1AQ, etc.

11.2 Warranty, Guarantee and Code Compliance Exclusions - By conducting a PCA and preparing a PCR, the
consultant is merely providing an opinion and does not warrant or guarantee the present or future condition of
the subject property, nor may the PCA be construed as either a warranty or guarantee of any of the following:

11.2.1 | Any system’s or component’s physical condition or use, nor is a PCA to be construed as substituting for
any system’s or equipment’s warranty transfer inspection;

11.2.2 | Compliance with any federal, state, or local statute, ordinance, rule or regulation including, but not
limited to, building codes, safety codes, environmental regulations, health codes or zoning ordinances or
compliance with trade/design standards or the standards developed by the insurance industry. However,
should there be any conspicuous material present violations observed or reported based upon actual
knowledge of the field observer or the PCR reviewer, they should be identified in the PCR;

11.2.3 | Compliance of any material, equipment, or system with any certification or actuation rate program,
vendor’s or manufacturer’'s warranty provisions, or provisions established by any standards that are related
to insurance industry acceptance/approval such as FM, State Board of Fire Underwriters, etc.

11.3 Additional/General Considerations:

11.3.1 | Further Inquiry - There may be physical condition issues or certain physical improvements at the subject
property that the parties may wish to assess in connection with a commercial real estate transaction that
are outside the scope of this guide. Such issues are referred to as non-scope considerations and if
included in the PCR, should be identified under Section 10.9.

11.3.2 | Non-Scope Considerations - Whether or not a user elects to inquire into non-scope considerations in
connection with this guide is a decision to be made by the user. No assessment of such non-scope
considerations is required for a PCA to be conducted in compliance with this guide.
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Supporting Documentation
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Fire Department FOIA

To:  Ms. Lashonda Charles Date: February 20, 2004

Dallas Fire Department Phone #: 214-670-4319
Dallas, Texas 75201 Fax #: 214-670-4324

Re:  Shiloh Village Apartments
8702 Shiloh Road
Dallas, Texas 75228

EMG Project No: 120286 Project Manager: Melvin Cauthen

Dear Ms. Charles:

EMG is an engineering firm currently conducting a property condition survey of the above-
referenced property. As part of the due-diligence process, we are submitting this letter
through the Freedom of Information Act to obtain information specific to the property. We
request your assistance by providing us with the following information concerning the site

and buildings:

1. Date of last fire department inspection __/__/

mo. daﬁear

2. Are there any OUTSTANDING fire code violations? YES/NO
{circle one)

3. How often is the subject property inspected? annually, biennially, other
(circle one)

Responses may be faxed directly to our office, at (410) 785-6220, or mailed to our
corporate offices:

EMG

Attn: Technical Relationship Manager

11011 McCormick Road

Hunt Valley, Maryland 21031

If outstanding violations are on file, please provide copies of the reports/citations. Please
note the EMG Project Number and the Technical Relationship Manager's name on all
correspondence. If you need additional information to complete this request, please
contact me at (800) 733-0660. Thank you for your prompt attention to this matter.
Sincerely,

Melvin Cauthen

Project Manager

CORPORATE HEADGUARTERS 11011 McCORMICK ROAD HUNT VALLEY. MARYLAND 21031 800 733 0B80 FAX 410 785 6220
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Record of Communication

Date: February 20, 2004 Time: 3:00 pm

Project Number: 120286 Recorded by: Melvin Cauthen

Project Name: Shiloh Village Apartments

Communicaﬁon with: Ms. Lashanda Charles

of: Dallas Fire Department

Phone: 214-670-4319

Communication via:
X Telephone Conversation
[] Discussions During Site Inspection
[] Office Visitation/Meeting at:
[] Other:

Re: Outstanding fire code violations and inspection history

Summary of Communication: According to the Dallas Fire Department, code compliance
information can only be obtained through submission of a written request under the
Freedom of Information Act (FOIA). A request was submitted, and a copy of the request is
included in Appendix C. Significant information will be forwarded upon receipt.

Conclusions, Actions Taken, Required, or Recommended: FOIA request was sent. FOIA
response will be forwarded upon receipt as an attachment to Appendix C.

Follow-up Required: When, With and By Whom:

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY. MARYLAND 21031 8O0 733 D660 FAX 410 785 6220
www, 8mgoorp.com
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NY - OCCUPANCY & COLLECTION REPORT

WESTMARK MANAGEMENT COMPA
SHILOH VILLAGE APARTMENTS
Date: :
22144 71412003
PROPERTY UNIT SCHEDULE
UNIT TYPE 2BR 3BR 4BR TOTALS
SQUARE FEET 240 1,119 1,200 190,960
RENT TYPE Section 8 Section 8 Section B GPt TOTAL
RENT PER UNIT $609 3678 $779 $120,072 || SEC8
OTAL UNITS 16 80 168

i OCCUPIED UNITS



Site Elements Systems and Conditions

Shiloh Viilage Apartments No. of Units: 168

Dailas, Texas No. of Buildings: 15

February 19, 2004 Reserve Term: 20 years
120286 Property Age: 25 years

{tom Descriptions Cond EUL Age RUL Diff Action / Comment Quantity  Unit  Now DM
ADA Survey F NA | Perform foliow-up study 1 EA T v |

Foof Consuitant, core samples & renort
REEEW
On-site sanilary

finishes

|Reglace

Bt

cold water distr

HOt Bdtson

collection system G 30 | 25 5 2
Site power distrbution G 40 | 28 15
Site gas main G 40 | 25 15
Gas distibution iines ¢] 40 | 25 15
Roadways, asphalt (seal coat) F 5 -1 6 Seal and fill cracks 389,550 EA
Pedestrian paving, concrete P 51 25 -10 Replace 750 SF v
Catch basin G 40 | 25 15 1
Storm drain fines G 5 | 25 25
Site sanitary lines G | 50 § & 25
Site water main G 40 1 5 15 1
Site sewer main G 50 | » 25
Earthwork G 5 | 25 25
Landscaping P 5 | 2 25 Replace 168 EA 4
Jrigation system P 0 | B 5 Repair 1 LS v
Retaining walls, wood timber F 15 5 -10 Replace 400 LF v
Swimming pool deck G 15 1 14 Resurface deck 1,000 SE
Dumpster enclosures P 10 1 10 0 Replace 4 EA v
Swimming pool equipment G 10 1 9 Replace as needed 2 EA
Swimming pool surface G 10 1 9 Replace as needed 2 LS
Signage G 10 | 25 15 3
Building mounted HID lighting F 6 8 0 Repair ) 15 EA
Peri Fencing, chain link P 01 B 15 Replace 1 LS
{Playground equipment B | 5 | 2 3 Flepiace 1 LS
BTN EXTERIDR
Foundations G 50 | 25 25
Roof coverng, asphalt shingles P 20 | 24 -4 Replace 960 SQ v
Roof structure G 5 | 2 25
Roof drainage, exterior {gutter & fascia) G 25 2 23
insulation within wall G 50 | 26 2
Exterior walls, soffits and tnm P 15 | 25 -10 Hepair 15 BLDG v
Exterior walls, stucco/ siding £ 5 3 2 Prep and paint/stain 150,000 SF v
Exterior walls, stucco/ siding G 10 | -1 11 Prep and paint/stain 142,000 SF
Extenor steal stairs, scraping and recoating F 10 | 25 -1§ 3
F 201 25 -5 3
P 30} B 5 Replace 1x during term
25

and G 50 25 2
DHW, instantaneous G 25 2 23
Sanitary waste and vent system G 50 | 25 25
Gas distribution system G 50 | 25 5
Electrical wiring G 60 | 25 35
Building lightin G 20 25 -5 3

CINTERIOR FIMBHES S APPUARCES:

Living area fioors, carpet (older} P epl 168 EA

Living area floors, camet G 7 8 Replace 338 EA

Living area floors, resiiient (older) P 15 i Replace 168 EA 4
Living area floors, resilient G 15 ] 1 16 Replace 168 EA

Living area walls & cellings, drywall P 5 | 25 25 Repair and paint 168 EA v
Interior doors G 30 | 25 5 Replace 111 EA 4
Refrigerator (older) F 151 15 0 Heplace 168 EA v
Refrigerator (newer) G 15 5 10 Replace 101 EA
Dishwasher (cider F 10 | 10 0 Replace 168 EA v
Dishwasher (newer) G 10 § 4 Replace 202 EA

Range (older) F 15 | 18 0 Replace 168 EA v
Range {newer} G 151 16 Replace 168 EA
Cabinets. Countertop and sink P 20118 1 Replace original cabinety 148 EA v
Cabmets, Countertop and sink G 20 5 15 3

Refrigerator {newer} G 15 1 1 16 Replace 67 EA
Dishwasher (newer) G 10} 1 ik Replace 67 EA

HVAC, fan coil units F 2% | 25 0 Replace 1x during tem 126 EA v
HVAC, fan coil units F 25 1 10 15 3

HVAC: spiit DX system F 15 4 11 Replace 112 EA

HVAC: split DX system F 15 | 14 1 Replace 58 EA v
HVAC: split DX system G 15 -1 16 Replace at least 1x dunng tem 56 EA

Bath Fixtures (Sink, toilet, tub) P 20| 25 -5 Replace 168 EA v
Bath Fixtures {Sink, tollet, tub) F 20 | 10 10 3

Restroom ventalation P NA § NA #VALUE!

Electrical devices; switches & outiets P 151 25 EA v

-1 install GFCI in kitchen and bathroom / extend phone jacks 446
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Appendix D

EMG Accessibility Checklist
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Property Name: Shiloh Village Apartments
Date: February 19, 2004

Project Number: 120286

A o

: Has the management previously completed X
* | an ADA review?
P Does an ADA compliance plan exist for the X
* | property?
Has the plan been reviewed/approved by X

3. | outside agencies (engineering firms, building
department, other agencies)?

Have any ADA related complaints been X
received in the past?

Are there an adequate number (per
1. | regulation) of wheelchair accessible parking X
spaces available (96” wide/ 60” aisle)

Is there at ieast one wheelchair accessible
2. | van parking space (96" wide/ 96" aisle) for X
every 8 standard accessible spaces?

Are accessible parking spaces located on the
3. | shortest accessible route of travel from an X
accessible building entrance?

Does signage exist directing you to
4. | wheelchair accessible parking and an X
accessible building entrance?

Is there a ramp from the parking to an

5. | accessible building entrance (1:12 siope or X
less)
If the main entrance is inaccessible, are there

6. . , X
alternate accessible entrances?
Is the accessible entrance doorway at least

7. y X
327 wide?

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 800 733 0660 FAX 410 785 6220
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Is the door handle easy to open? (lever/push
8. | type knob, no twisting required, no higher X
than 48" above floor)

Are entry doors other than revolving doors X
available?

1. | wide enough for a wheelchair (at least 60" X
wide)?
) Are floor surfaces firm, stable and slip X

resistant (carpets wheelchair friendly)?

Do obstacles (phones, fountains, etc.)
3. | protrude no more than 4” into walkways or X
corridor?

Are elevators controls low enough to be
4. | reached from a wheelchair (48" front X
approach/54” side approach)?

5 Are there raised elevator markings in Braille X
" | and Standard Alphabet for the blind?

Are there audible signals inside cars

6. 1. X
indicating fioor changes?
Do elevator lobbies have visual and audible

7. 1. . X
indicators of the cars arrival?
Does the elevator interior provide sufficient

8. | wheelchair turning area (51" X 68" X
minimum)?
Is at least one wheelchair accessible public

9. . X
phone available?
Are wheelchair accessible facilities

10 | (restrooms, exits, etc.) identified with X Provide signage

signage?

: Are common area public restrooms located X
" | on an accessible route?

2. | Are pull handles push/pull or lever type? X

3 Are access doors wheelchair accessible {at X

least 32" wide)?

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY, MARYLAND 21031 800 733 0660 FAX 410 785 B220
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| Are public restrooms large enough for
4. | wheelchair turnaround (60" turning X
“diameter)? ‘

Are stall doors wheelchair accessible (at least
32" widej?

Are grab bars provided in toilet stalls (33”-

36" above floor)? X Install grab bars

Do sinks provide clearance for a wheelchair
to roll under (29" clearance)?

Are sink handles operable with one hand

without grasping, pinching or twisting? X Provide paddie faucet

Are exposed pipes under sink sufficiently

. : X ns i
insulated against contact? Insulate pipes

Are soap dispensers, towel, etc. reachable
10 | (487 from floor for frontal approach, 54” for X
side approach)?

Is the base of the mirror no more than 40”
11 X
off floor?

CORPORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY. MARYLAND 21031 BOO 733 0660 FAX 410 785 6220
Www. emgeorp.com
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Appendix E

Pre Survey Questionnaire and Documentation Request Form
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Property Name:
Respondent Name:

Pre-Survey Questionnaire

Shiloh Village Apartments

Ms

. Cynthia Perry-Bryant

e

Unk = Unknown NA = Not Applicable

120286

Yes | No Unk | NA Yes | No. | Unk NA

1. Does the property have full-time X 20. Is the HVAC equipment more than X X
maintenance personnel or staff? 10 years old?
2 Have there been any major capital X 21. Does the HVAC equipment use R- X
improvements in the last 5 years? 22 as a refrigerant?
3. Are there any unresolved building, X 22. Are the water heaters/boilers more X
fire or zoning code issues? than 10 years old?
4. Has a termite inspection occurred X 23. Is polybutylene piping used at the X
within the last year? property?
5. Are there any "down" units? X 24. Are there any plumbing leaks or X

water pressure problems?
6. Are there any problems with the X 25. Does any part of the electrical X
foundations or structures? system use aluminum wiring?
7. s there any water infiltration in X 26. Has any elevator equipment been X
basements or crawl spaces? replaced within the last 10 years?
8. Are there any wall or window leaks, X 27. Are the elevators maintained by a X
or poorly insulated areas? contractor on a routine basis?
9. Are there any current roof leaks at the X 28. Is the emergency communication X
property? equip. in the elevators functional?
10. Is the roof covered by a warranty or X 29. Have fire/life safety systems bean X
bond? inspected within the last year?
11. Is Fire Retardant Plywood used at the X 30. Are there any smoke evacuation or X
property? pressurization systems?
12. Are any roof finishes more than ten X 31. Are any Omega or Central brand X
years old? fire sprinkler heads installed?
13. Do utilities (water, sewer, electric, X 32. Are emergency electrical X
gas) provide adequate service? generators routinely maintained?
014. Is the property served by an on site X 33. Do the tenants contract for their X
water well or septic system? own tenant improvement work?
15. Do irrigation systems function X 34. Are tenants responsible for roof, X
properiy? HVAC, OR exterior painting costs?
}6.' }Does your HVAC syst.em grov:de the 35. Are the HVAC systems inspected
minimum guantity of outside air X on a resular basis? If 5o h fton? X
recommended by ASHRAE? 8 s+ 1150, how often:
17. is the HVAC system inspected at X 265.te:2v§ protc)l)erms tw('jth HVtAC | X
least annually, and problems corrected? y een correcied in a imely

manner?
18. Has the HVAC system or any part of 37. Is there a response action planned
the property ever contained visible mold X and in place in order to prevent mold X
growth? If yes, where? When? growth, or respond to its presence?
19. Has the building been tested for 38. Does the property have an exterior
indoor air quality or mold? if yes, what X insulation and finish (EIFS) system with X
were the results? synthetic stucco (Dryvit) facade?

CORPORATE HEADQUARTERS
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Request for Documentation

On the day of the site visit, provide EMG's Field Observer access to all of the available
documents listed below. Provide copies if possible.

INFORMATION REQUIRED

1. All available construction documents (biueprints)
for the original construction of the building or for any
tenant improvement work or other recent
construction work.

2. Asite plan, preferably 8 1/2" X 11", which depicts
the arrangement of buildings, roads, parking stalls,
and other site features.

3. For commercial properties, provide a tenant list
which identifies the names of each tenant, vacant
tenant units, the floor area of each tenant space, and
the gross and net leasable area of the building(s).

4. For apartment properties, provide a summary of
the apartment unit types and apartment unit type
quantities, including the floor area of each apartment
unit as measured in square feet.

| 5. For hotel or nursing home properties, provide a
summary of the room types and room type quantities.

6. Copies of Certificates of Occupancy, building
permits, fire or health department inspection reports,
elevator inspection certificates, roof or HVAC
warranties, or any other similar, relevant documents.

7. The names of the local utility companies which
serve the property, inciuding the water, sewer,
electric, gas, and phone companies.

8. The company name, phone number, and contact
person of all outside vendors who serve the property,
such as mechanical contractors, roof contractors, fire
sprinkler or fire extinguisher testing contractors, and
elevator contractors.

9. A summary of recent (over the last 5 years) capital
improvement work which describes the scope of the
work and the cost of the improvements. Executed
contracts or proposals for improvements. Historical
costs for repairs, improvements, and replacements.

10. Records of system and material ages (roof, MEP,
paving, finishes, furnishings).

11. Any brochures or marketing information.

12. Appraisal, either current or previously prepared.
13.  Current occupancy percentage and typical
turnover rate records (for commercial and apartment

properties).

14.  Previous reports pertaining to the physical
condition of property.

15.  ADA survey and status of improvements
implemented.

16. Current/pending litigation related to property
condition.

Your timely compliance with this request is greatly appreciated.

CORPORATE HEADGBUARTERS 11011 McCORMICK ROAD

HUNT VALLEY. MARYLAND 21031

800 733 08680 FAX 410 785 6220

www emgearp.com
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ADA - The Americans with Disabilities Act

ASTM - American Society for Testing and Materials
... BOMA - Building Owners and Managers Association

BUR - Built-up Roofing

DWV - Drainage, Waste, Ventilation

EIFS - Exterior Insulation and Finish System

EMF — Electro Magnetic Fields

EMS - Energy Management System

EUL - Expected Useful Life

FEMA - Federal Emergency Management Agency

FFHA - Federal Fair Housing Act

FIRMS - Flood Insurance Rate Maps

FRT- Fire Retardant Treated

FOIA - U.S. Freedom of Information Act (5 USC 552 et seq.) and similar state
statutes.

FOIL - Freedom of Information Letter

FM - Factory Mutual

HVAC - Heating, Ventilating and Air-conditioning
IAQ - Indoor Air Quality

MEP — Mechanical, Electrical and Plumbing
NFPA - National Fire Protection Association
PCA - Property Condition Assessment

PCR - Property Condition Report

PML - Probable Maximum Loss

RTU - Rooftop Unit

RUL - Remaining Useful Life

STC - Sound Transmission Class

UBC — Uniform Building Code

CORBORATE HEADQUARTERS 11011 McCORMICK ROAD HUNT VALLEY. MABYLAND 21031 800 733 0660 FAX 410 785 BR220
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8.4.1.8 | Utilities: Operating conditions of any systems or accessing manholes or utility pits.

8.4.2.2 | Structural Frame and Building Envelope: Entering of crawl or confined space areas (however, field
observer should observe conditions to the extent easily visible from the point of access to the crawl or
confined space areas), determination of previous substructure flooding or water penetration unless easily
visibte or if such information is provided.

8.4.3.2 | Roofs: Walking on pitched roofs, or any roof areas that appear to be unsafe, or roofs with no built-in
access, or determining any roofing design criteria.

8.4.4.2 | Plumbing: Determining adequate pressure and flow rate, fixture-unit values and counts, or verifying pipe
sizes and verifying the point of discharge for underground systems.

8.4.5.2 | Heating: Observation of flue connections, interiors of chimneys, flues or boiler stacks, or tenant-owned
or maintained equipment.

8.4.6.2 | Air-conditioning and Ventilation: Evaluation of process related equipment or condition of tenant
owned/maintained equipment.

8.4.7.2 | Electrical: Removing of electrical panel covers, except if removed by building staff, EMF issues, electrical
testing, or operating of any electrical devices. Process related equipment or tenant owned equipment.

8.4.8.2 | Vertical Transportation: Examining of cables, sheaves, controllers, motors, inspection tags, or entering
elevator/escalator pits or shafts

8.4.9.1 | Life Safety/Fire Protection: Determining NFPA hazard classifications, classifying, or testing fire rating of
assemblies.

8.4.10. | Interior Flements: Operating appliances or fixtures, determining or reporting STC (Sound Transmission

2 Class) ratings, and flammability issues/regulations.

Activity Exclusions - The activities listed below are generally excluded from or otherwise represent
limitations to the scope of a PCA prepared in accordance with this guide. These should not be construed
as all-inclusive or implying that any exclusion not specifically identified is a PCA requirement under this
guide.

11.1.1

Removing or relocating materials, furniture, storage containers, personal effects, debris material or
finishes; conducting exploratory probing or testing; dismantling or operating of equipment or appliances;
or disturbing personal items or property which obstructs access or visibility.

11.1.2

Preparing engineering calculations (civil, structural, mechanical, electrical, etc.) to determine any
system’s, component’s, or equipment’s adequacy or compliance with any specific or commonly accepted
design requirements or building codes, or preparing designs or specifications to remedy any physical
deficiency.

11.1.3

Taking measurements or quantities to establish or confirm any information or representations provided by
the owner or user such as: size and dimensions of the subject property or subject building, any legal
encumbrances such as easements, dwelling unit count and mix, building property line setbacks or
elevations, number and size of parking spaces, etc.

CORPORATE HEADQUARTERS 11011 McCORMICK R0AD HUNT VALLEY, MARYLAND 21031 800 733 0660 FAX 410 785 8220
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11.1.4 | Reporting on the presence or absence of pests such as wood damaging organisms, rodents, or insects
unless evidence of such presence is readily apparent during the course of the field observer’s walk-
through survey or such information is provided to the consulitant by the owner, user, property manager,
etc. The consultant is not required to provide a suggested remedy for treatment or remediation,
determine the extent of infestation, nor provide opinions of probable costs for treatment or remediation of
any deterioration that may have resulted.

11.1.5 | Reporting on the condition of subterranean conditions such as unlderground utilities, separate sewage
disposal systems, wells; systems that are either considered process-related or peculiar to a specific tenancy
or use; waste water treatment plants; or items or systems that are not permanently installed.

11.1.6 | Entering or accessing any area of the premises deemed to pose a threat of dangerous or adverse
conditions with respect to the field observer or to perform any procedure, which may damage or impair
the physical integrity of the property, any system, or component.

11.1.7 | Providing an opinion on the condition of any system or component, which is shutdown, or whose
operation by the field observer may significantly increase the registered electrical demand-load.
However, consultant is to provide an opinion of its physical condition to the extent reasonably possible
considering its age, obvious condition, manufacturer, etc.

11.1.8 | Evaluating acoustical or insulating characteristics of systems or components.

11.1.9 | Providing an opinion on matters regarding security of the subject property and protection of its occupants
or users from unauthorized access.

11.1.10 | Operating or witnessing the‘operation of lighting or other systems typically controlied by time clocks or
that are normally operated by the building’s operation staff or service companies.

11.1.11 | Providing an environmental assessment or opinion on the presence of any environmental issues such as
asbestos, hazardous wastes, toxic materials, the location and presence of designated wetlands, 1AQ, etc.

11.2 Warranty, Cuarantee and Code Compliance Exclusions - By conducting a PCA and preparing a PCR, the
consultant is merely providing an opinion and does not warrant or guarantee the present or future condition of
the subject property, nor may the PCA be construed as either a warranty or guarantee of any of the following:

11.2.1 | Any system’s or component’s physical condition or use, nor is a PCA to be construed as substituting for
any system'’s or equipment’s warranty transfer inspection;

11.2.2 | Compliance with any federal, state, or local statute, ordinance, rule or regulation including, but not
limited to, building codes, safety codes, environmental regulations, health codes or zoning ordinances or
compliance with trade/design standards or the standards developed by the insurance industry. However,
should there be any conspicuous material present violations observed or reported based upon actual
knowledge of the field observer or the PCR reviewer, they should be identified in the PCR;

11.2.3 | Compliance of any material, equipment, or system with any certification or actuation rate program,
vendor's or manufacturer’s warranty provisions, or provisions established by any standards that are related
to insurance industry acceptance/approval such as FM, State Board of Fire Underwriters, etc.

11.3 Additional/General Considerations:

11.3.1 | Further inquiry - There may be physical condition issues or certain physical improvements at the subject
property that the parties may wish to assess in connection with a commercial real estate transaction that
are outside the scope of this guide. Such issues are referred to as non-scope considerations and if
included in the PCR, should be identified under Section 10.9.

11.3.2 | Non-Scope Considerations - Whether or not a user elects to inquire into non-scope considerations in
connection with this guide is a decision to be made by the user. No assessment of such non-scope
considerations is required for a PCA to be conducted in compliance with this guide.
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COATS | ROSE

TamEa A. DULA tdula@coatsrose.com
OF COUNSEL Direct Dial
(713) 653-7322
Direct Fax
(713) 890-3918

August 9, 2004

: cc : Tom Gouris
By Fax to (512) 472-8526 512-475-4420
Ms. Edwina Carrington, Executive Director
TDHCA -Housing Tax Credit Program
507 Sabine Street, Suite 300
Austin, TX 78701

RE: Seton Home Center for Teen Moms (TDHCA # 04149);
Appeal of Underwriting Analysis.

Dear Ms. Carrington:

This letter appeals the Real Estate Analysis Division’s determination that Seton Home
Center for Teen Moms (the “Project”) will support only $310,623 in Housing Tax Credits
instead of the $368.360 in Housing Tax Credits requested. In the interest of time, in the event
this appeal is denied at the Executive Director level, this letter constitutes a simultaneous appeal
to the Board of Directors of the TDHCA.

From the Multifamily Underwriting Analysis it appears that the primary reason for the
reduction in tax credits is that part of the financing is shown to be a 20-year forgivable HOME
Loan bearing zero interest, as is customary with HOME Loans. Section 42())(2)(E)(1) of the
Internal Revenue Code (the “Statute™) provides that a HOME Loan is an exception to the
definition of a “Federally subsidized” loan if 40% of the units are occupied by tenants with 50%
of the Area Median Income or less, and therefore the HOME Loan does not have to have an
interest rate at or above the Applicable Federal Rate (“AFR™). The Statute, however, also
provides that the use of HOME financing does result in the loss of the 130% increase in eligible
basis provided for a project located in a Qualified Census Tract (a “QCT”). Since the Project is
Jocated in a QCT and the loss of the 130% increase in eligible basis would be more detrimental
than deducting the HOME Loan from eligible basis, the Real Estate Analysis Division deducted
the HOME Loan from eligible basis, which accordingly reduced the Housing Tax Credits
supported by the Project.

We appeal the recommendation of the Real Estate Analysis Division on the grounds that
the Applicant should have been afforded the opportunity to increase the interest rate to the AFR,
thereby eliminating the need to utilize the exception provided by the Statute and avoiding the
Joss of the 130% increase in eligible basis. In that regard, enclosed please find a revised
commitment letter for the HOME funding showing a 20-year §525,000 loan of HOME funds at

COATS |ROSE | YALE | RYMAN | LEE

4 Professional Corporation

3 Greenway. Suite 2000 Houston, Texas 77046-0307
Phone; 713-681.0111  Fax: 713-651-0220

TDULA/583028.1/SH/005170-000001
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Ms. Edwina Carrington, Executive Director
TDHCA -Housing Tax Credit Program
August 9, 2004

Page 2

AFR, with principal and accrued interest due at maturity. The loan is due and payable
immediately upon sale or other conveyance. If the restrictive covenants required by the HOME
financing (which will be somewhat more restrictive than that required by the TDHCA LURA)
are complied with for 20 years, then the outstanding principal amount and accrued interest will
be forgiven at maturity. Additionally enclosed is a letter from Novogradac & Company opining
that the HOME financing should be considered a valid debt under the Internal Revenue Code.

We believe that the proposed revision to the HOME financing will resolve the problem
legitimately raised by the Real Estate Analysis Division, and request the opportunity to
implement this revision in order to achieve the maximum Housing Tax Credit award that can be
supported by the Project. Thank you for your favorable consideration of this appeal.

Very truly yours,

T Pl

Tamea A. Dula

Enclosures

cc: Brooke Boston, Director, Multifamily Finance Production Division
George Littlejohn,
Scott Marks

Margret Starkey, Executive Director

TDULA/583028.1/5H/005170-000001
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HOBBS ROAD VILLAGE, L.P.

July 2, 2004

Brooke Boston
Texas Department of Housing and Community AfTairs
507 Sabine
Suite 400
P.O.Box 13%94]
Austin, Texas 78711-3941
VIAFAX

Re:  Appeal of Condition #1 of the Underwriting Analysis
The Village on Hobbs Road
TDEICA 04160

Dear Ms. Boston,

In response to your notification letter of July 22, 2004, we respectfully would like to
appeal Condition #1 of the Underwriting Analysis,

The analyst conditions the recommendation of this allocation only if it outscores TDHCA
#04079. Both allocations are currently recommended as currently scored,

TDHCA #04079 lies to the north and east of this site and is considered to be in a
distinctly different market with very little overlap. The markets arc divided Clear Creek
and Clear Lake, both major waterways. One is on the east side of 145, ope is on the west,
The waterways separate Hams County from Galveston County. Furthermore, these
projects are located in two different MSA’s as recognized by the census bureau and
TDHCA. The projects used different rent schedules as a result.

It makes no sense that the rnarket feasibility could be affe&ed if the point scoring were
different. Point scoring has nothing 1o do with marker feasibility or vice versa.
Therefore, we do not believe #04160 should be disqualified in the event that #04079

outscores it based upon appeals.

Both market studies indicate both deals are feasible, either independently and/or on a
combined basis, if the market areas selected by analysis are merged.

To make the statement that #04160 is not recommended if #04079 outscores is not
consistent with the findings of the individual market studies.

If you have aiy questions or require addizional information, please do not hesitate to
contact me at 713-785-1005,

Sincerely,
Thomas H. Scott



04194 Lexington
Court
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EMANUEL H. GLOCKZIN, JR.
P.O. Box 3189
Brvan, TX 77805
(979) 846-8878

August 3, 2004

Texas Department of Housing and Community Affairs
P. O, Box 13941

Austin, TX 78711-3941

Attn:  Mr. Tom Gouris - Director of Real Estate Analysis
Re:  Lexingron Court, Ltd. - TDHCA # 04194 Amenities

Dear Mr. Gouris:
As per the instructions today from Mr. David Burrell, Underwriter for Lexington Court, Ltd., |
am writing this letter to formaily appeal three of the On-Site Amenities which are listed on

page 2 of the Multifamily Underwriting Analysis.

Wwe did not select, on the On-Site Amenities section of the appiication, and do not plan to
offer a fitness room, daycare facility, nor a central mailroom.

Please respond to this appeal as soon as possible, so these items can be corrected.
Should you have any questions, please call me at the number listed above.
Sincerely,

=

Emanuel H. Glockzin, Jr.
Developer

enclosures
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84458 Lyndon Lane

Austin, TX 78729
Office (B12) 248-6240 Fax (512 240-86060

July 29, 2004

Tom Gouris

C/o Lisa Vecchietti
P O Box 13941
Austin, TX 78701

RE: TDHCA #04228, Stone Hearst
Dear Mz, Gouris,

Please accept this letter as written evidence of a formal appeal to the amount of housing
tax credits being recommended by Texas Department of Housing & Community Affairs
Real Estate Analysis Division as Underwriting analysis posted on the website on July 21,
2004. To facilitate this appeal, Stone Way Limited Partnership 1s simultaneously
appealing to the Executive Director. Stone Way is also appealing to the Board in the
event that we are not satisfied with the response from the Executive Director.

The Multifamily Underwriting Analysis completed on July 10, 2004 and posted on the
website recommends an LIHTC allocation not to exceed $622,613 annually for ten (10)
years. Stone Way Limited Partnership respectfully requests that the Underwriting
Department reanalyze the direct cost estimation (page 6 of the report) based on the
following documentation:

1. Appliances and interior features on Page 2 and subsequently in the application
changes Marshall and Swift evaluation from Average to Good. The Real

Estate Analysis Division should reclassify this development in its evaluation.

2. Inadvertently in the application, Exhibit 3. Activity Overview, Page 1 Site

Work, Fencing and Landscaping was included under Accessory Buildings in

Direct Costs. Thus is reflected on a revised Ixhibit 3 Pages 1 and 2 attached.

3. The Direct Construction Cost Analysis (Page 6 of report) does not take into
consideration changes to the projected development.

A. The 2003 Stone Hearst application was for 144 units totaling 175,392
square feet of net rentable space. This equates to 1,218 square feet average
per unit. The 2004 Stone Hearst application total square foot equates to
973 square feet per unit or 245 square feet per unit less, due to the change
in unit mix. This change in development increases the cost per square foot.



B. Charter Builders, the general contractor for Stone Hearst, has the same
product and amenity package in Abilene, Texas. The prime sub-contract
for direct construction cost (including amenities and site work) is
$4,200,000 (see contract attached). The development has 72,192 square
feet, which equates to 1,128 square feet per unit and the direct
construction cost equals $58.18 per square foot.

C. Charter Builders projects for the 2004 Stone Hearst development the total
development cost of $5,490,520 as the total estimated cost for 1,180
square feet (average unit size 973) at a cost of $54.26. This projected cost
is $3.92 per square foot less than the Abilene contracted price.

The Stone Hearst development product and amenities should be classified by the
underwriters’ Marshall and Swift residential cost as Good because of total package that is
being projected.

Stone Way Limited Partnership would appreciate a reevaluation and a reinstatement of
our tax credit amount, less the overage of the developer fee and the adjustment for the

Home Fund grant.

Thank you for your consideration in this matter.

Pr sident of General Partner

Enclosures:  Exhibit 3. Activity Overview
Prime Sub-Contract



Part C. Development Cost Schedule

This Development Cost Schedule must be consistent with the Summary Sources and Uses of Funds Statement. All applications must
complete the fotal devalopment cost column and the Tax Payer Identification column, Only LIHTC applications must complete the eligible basis
columns and the Requested Credif calculation below.

DEVELOPMENT NAME:

ACQUISITION

Site acquisition cost

Existing building acquisition cost
Closing costs & acy, legal fees
Othar”: {spacify)

Subtotal Acquisition Cost

OFF-SITES®

Off-site concrete

Storm drains & devices
Water & fire hydrants
Ofi-site utilities

Sewer lateral(s)

Off-site paving

Cff-site electrical

Other*: {specify)
Subtotal Off-Sites Cost

SITE WORK®

Damolition

Rough grading

Fine grading

On-site concrete

On-site electrical

On-site paving

On-site utilities

Decorative masansy

Bumper stops, striping & signs
Landscaping

Pool and decking

Ahietic court{s), playground(s)
Fencing

Landscaping

Subtotal Site Work Cost

w—— - —

Stone Hearst

TOTAL DEVELOPMENT SUMMARY

Expected Payee Taxpayer

Total Cligible Basis {f Applicable) Identification Number (TIN)'.
Development Costf  Acquisiien |  New/Rehab. {and % of cost if item invalves multiple pavees)
25000 563-32-2529, 853-23-0315, 74-2834065
46% 46% 8%
$250,000
$0
137.000] 137,000] Z0-0441451
14,000 14,000F 20-0441451
< 182000 182000} 20-0441451
35000 350001 20-0441451
86,000 86,000f 20-0441451
136,000 136,000§ 20-0441451
0 0
3,800 3,800 20-0441451
36,200 36,2001 20-0441451
34,000 34,000 20-0441451
12,000] 20-0441451

000,

DIRECT CONSTRUCTION COSTS™

HARD COSTS

. Concrete
Light weight concrete
Masonry '
Metals
Carpentry
Waterproofing
insulation
Roofing
Sheet metal
Electrical

$776,000 S0 $776,000
492,000 492,000} 20-0441451

0 0
238,900 236,9001 20-0441451
14,000 14,0001 20-0441451
1,380,600 1,380,600 20-0441451
0 i
91,000 81,000] 20-0441451
87,200 87,200] 20-0441451
10,000 10,0001 26-0441451
260,000 260,000{ 20-0441451

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - UNIFORM APPLICATION [MULTIFAMILY HOUSING DEVELOPMENT} -

03-AppUniformParti-030103.x1s, Version Date: 7/29/2004




TOTAL DEVELOPMENT SUMMARY

Expected Payee Taxpayer

Total Eligible Basis {If Applicable) Identification Number (TIN)’

Development Cosf{  Acquisiion [ New/Rehab. {and % of cost if item involves multiple payees)
DIRECT CONSTRUCTION COSTS {Continued):
Plumbing 351,500 351,500] 20-5441451
HVAC 187,300 187,300] 20-0441451
Doors 222,000 222,000] 20-0441451
Windows 88,000 84,000 20-0441451
Glass 0 0
Lath & plaster 0 0
Drywall 380,000 380,000] 20-0441451
Tile work 22,000 22,000} 20-0441451
Acoustical 0 0
Resilient or sther flooring 81,000 81,000} 20-0441451
Carpeting 79,000 79,000} 20-0441457
Painting & decorating 135,200 135,2001 20-0441451
Specialiies 23,000 23,0001 20-0441451
Cabinets 114,400 114,400 20-0441451
Appliances 109,200 109,200] 20-0441451
Fireplaces 0 0
Carports or garages ¢ 0
Accessory buildings 245,700 2 215,700] 20-0441451
Etevator 8 0
Lead-Based Paint Abatement G )
Ashestos Abatement ! &
Other*: (specify) I 3
Subtotal Hard Costs $4,580,000 £0 34,580,000
OTHER CONSTRUCTION COSTS
General requirements {<6%) 321,360 321,360) 20-0441451
Field supenvision (within GR fimit) 0 0
Contractor overhead (<2%) 107,120 167,120 20-0441451
G & A Field (within overhead limif) 0 0
Contractor profit (<6%) 321,360 321,360| 20-0441451
Contingency 160,680 160,680] 20-0441451
Other*: (specify) 0 0
Subtotal Direct Const. Costs $910,520 $0 $810,520
INDIRECT CONSTRUCTION COSTS'
Architectural - Design fees 88,400 88,400| 03-0519517
Architectural - Supervision fees 15,600 15,600] 03-0518517
Engineerting fees 104,000 104,000 TBD
Housing consultant fees’ 0 0
Real estate sttorney/other legal fe 40,000 40,000
Accounting fees 12,000 12,000} 93-3108253
Impact Fees g 0
Building permits & related costs 28,6800 98,800} 74-6000278
Appraisal 8,800 6,900] TBD
Market analysis 3,000 6,000] 74-2885874
Environmental assessment 6,500 8,500 74-2924830
Soils report 7,060 7,000] 18D
Survey 36,400 36,400 TBD
Marketing 26,000 0
Course of consfruction insurance 0 ¢

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - UNIFORM APPLIC ATION {MULTIFAMILY HOUSING DEVELOPMENT)

03-AppUniformParil-030103.xis, Version Date:; 7/29/2004




INDIRECT CONSTRUCTION COSTS (Continued)

Mazard & liability insurance
Real property taxes
Persanal property taxes
Tenant relocation expenses
Other”: {specify)

Subtotal indirect Const. Cost

DEVELOPER FEES*
General & administrative
Profit or fee

Subtotal Developer's Fees
FINANCING:

CONSTRUCTION LOAN(S)
Interest

Loan origination fees

Title & recording fees

Closing costs & legal fees
Inspection fees

Credit Report

Discount Paints

Other®: (specify)
PERMANENT LOAN(S)

Loan origination fees

Title & recording fees

Closing costs & legal

Bond premium

Credit repory

Discount points

Credit enhancement fees
Prepaid MIP

Other’; (specify)

BRIDGE LOAN(S)

Interest

Loan origination fees

Title & recording fees

Closing cosfs & fegal fees
Other”: (specify)

OTHER FINANCING COSTS*
Tax credit fees

Tax andfor bond counse
Payment bonds

Performance bends

Cradit enhancemant fees
Mortgage insurance premiums
Cost of underwriting & issuance
Syndication organizational cost
Tax opinion

Other”; (specify)

Subtotal Financing Cost

TOTAL DEVELOPMENT SUMMARY

Expected Payee Taxpayer

Total Eligible Basis {If Applicable) identification Number (TIN)'
Development Cosf{  Acquisiion | New/Rehab. {and % of cost if item involves multiple payees)
57,200 57,200} TBD
26,000 26,000} 74-6000278
0 0
0 0
) 0
$530,800 S0 $504,800
286,328 286,328} 59-2822706
787,405 787,405{ 59-2822706
$1,073,733 50 $1,073,733
249,000 249,000] 59-2869297
26,740 26,740{ 58-2868297
41,160 41,180] 59-2865297
40000 40000{ 58-2868297
30,000 30,0007 59-2868297
0 it
0 4
0 0
WA ] 59-2860207
0
B
0
0f -
0.
{5
] :3
of
i
i
0
0
0
20510f ] 742610542
0
0}
0
0
0
0 0
| B o
O i e
0
$446,715 50 $386,900

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - UNIFORM APPLICATION {MULTIFAMILY HOUSING DEVELOPMENT)

03-AppUniformPartl-030103.xls, Version Date; 7/29/2004




Expected Payee Taxpayer
Identification Number (TIN)'
{and % of cost i item involves multiple payees)

TCTAL DEVELOPMENT SUMMARY
Tofal Eligible Basis (If Applicable)
Development Cosf|  Acquisiion | New/Rehab.

RESERVES
Rent-up 36,0005
Operating 36.4001:"
Replacement of
Escrows 0 S
Subtotal Reserves $72.400 S0 30
COsTS® 8040168 | 38,231,953
- Commercial Space Costs’ T o -
TOTAL RESIDENTIAL COSTS $8.640,168]:

clion for a fee. such fees are:

If the contractor is guaranteeing financing for the transa 3 i ‘l
X The following calculations are for LIHTC Applications only.

Deduct From Basis:
Fed. grant proceeds used fo finance costs in eligible hasis
Fed. BM.R. loans used fo finance costs in eligible basis
Non-qualified non-recourse financing
Non-gualified portion of higher quality units (42.(d){5})
Historic Credits (residential portion only)
Total Eligible Basis $0 $8,231,053
High Cost Area Adjustment {100% or 130%) e 130%
Total Adjusted Basis $0 $10,701,539
Applicabla Fraction® 78.24%]
Total Qualified Basis [ $8,372,884 $0 $8,372,884
Applicable Percentage” 8.19%
Owner's Requested Credits | $685,730 50 $685,739
Applicant and contractor certify that, to the best of their knowledge, the provided costs and supporting information represent an accurate,
uninflated estimate of the costs associated with this deveiopment. They also certify that no fees, other than for activities identified in this form,
will be paid to the contractor.

Stane Way Limited Partnership Charter Contractors, Inc.

Developmenj Owner Name Contractor Name

By: ,/;//?i / By:
Sr’gnaiur?[ L/ T Signature |
lts: President' of General Pariner Its: President
22712004 ' 212712004
Date Date

/?5 /mefwﬁyfﬁfﬁ 7 /24 /gf;w%

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - UNIFORM APPLICATION {MULTIFAMILY HOUSING DEVELOPMENT}
03-AppUniformPartl-030103.xls, Version Date: 7/29/2004



TOTAL DEVELOPMENT SUMMARY Expected Payee Taxpayer
Totat Eligible Basis (If Applicakle) identification Number {TIN)'
Development Cost|  Acguisiion |  New/Rehab. {and % of cost if item involves multiple payees)

Footnotes:

"The taxpayer identffication number (TIN} of the Person(s) or Entity(s) to whom payment for the cost associated with each fine item must be
provided to fulfll the requirements of HB2577, Sec. 2306.184. If multiple payees are involved, indicate the estimated percentage of the fotal
fee that the payee will receive next to their TIN. [ the payee has not been determined at this time, enter "Undefermined.” All known payees
must be described in the Project Development Team Members form,

2an itemized description of all "Other" costs must be inciuded at the end of this exhibit,

* All Off-Site costs must be justified by a third party engineering in accordance with the Department's format provided in Part E of this exhibit.
4(LIHTC Only) Site work expenses, indirect construction costs, developer fees, construction loan financing and other financing costs may or
may net be included in the eligible basis.

SLIHTC Only} Oniy fees paid to a consultant for duties which are not ordinarly the responsibility of the deveioper, as defined in the Developer's
Service Agreement, can be included in eligible basis. Otherwise, consulting fees are included in the calculation of maximum developer fees,
S{LIHTC Cnly) Provide all costs & gligible hasis associated with the project.

7(LIHTC Only) Costs associated with construction of facilities that generate revenue through commercial uses or from fees charged to tenants
(covered parking, individual storage units, efc.) must not be included in eligible basis and must be removed from "Total Development Costs® to
determine "Totat Residential Costs”,

S(LIHTC Only) Applicable Fraction Percentage as calculated in the Square Footage and Applicable Fraction Calcuilation form.

g(.'JH TC Only) Use the appropriate Applicable Percentage s defined in the QAP.

*(LIHTG Only} if the project is located in a QCT and includes a community service facility designed fo serve primarily individuals whose income
is 60% or less of the area median incoms, the adjusted basis of the facility should not exceed 10% of the eligible basis of the praject.

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - UNIFORM APPLICATION (MULTIFAMILY HOUSING DEVELOPMENT)
03-AppUniformPariil-030103.xk, Version Date: 7/29/2004



i iAIA Document A111" - 1997

'_ Standard Form of Agreement Between Qwnier and Contractor

. where the basis for payment is the COST OF THE WORK PLUS A FEE with a negotiafed

- Guaranteed Maximum Price

ot

“dnd the Contractor: Subcontractor:
T {Name, address and ot_h'e_

| 1 Construcmon e, - - : o .

| 13155 Noel Road, Suite 1900 - adopted In this document oy
Ui Dallas. TX 75940 ..o - referance. Do not use with other
§ Telephone Number; 972
| Fax Number: 972-387-4G32

'_-"AGREEMEN;{;.ﬁIade as of the 17th dayof  May inthe year 2004,
©(in words, indicate day, manth and vear)

* BETWEEN the Owner: _Ciénmtor:

- Name-address and other-_ information } Thig document has important
o - o legal consequences.
- Charter Builders -~ & .0 ¢ Consultation with an attorney
: ."'mﬂe T S is encouraged with respect to
 Austin, TX 78729 its complation or medification.
Telephone Number: 512-249-6240 This document is not intended for

use in competitive bidding.

AlA Document A201-1897,
Generat Conditions of the
Contract for Construction, is

dformation)

general conditions unless this

-387-3000 document is modified.

This document has teen

The Projectis:. =~ . oo approved and endossed by the
" (Name and location} - . o Assodiated General Contractors

of America.

I Anson Park

4.:2800 Block Old Anson Road
' Ahﬂene TX '

g The Architect is:
 {Name, address and other mfommtwn i

L K. Travis.and Assouates
1511 Iredericksburg Rd-

i° San Antenio, Texas 78201
~§ Telephone Number: 210-732-2828

The Owner and Contractor agree as follows

.. +-1tis understood that all reference to Owner and Contractor in this document and the A201
| General Conditions shall mean the Owner is Chagter Builders and the Contractor shall
mean [CE Consu"ucnon Charter wili function as faBews:the General Contractor on this

i+ dob and ICT willb ¢ a Subcontractor to Charter. Charter is not the Owner of the fand upon

‘which the Project is o be constructed {the "Main Contract™. This Contract between
Charter and 1CI Construction s 2 Subcontract and is not subject to all of the terms and

provisions of the Main Conmract.

AlA Document AT11™ . 1997, C:opyrlgh: @ 18920 1925 1951, 1958 1961 i963 }967‘ 1674, 197& 987 and !%?by The Amenican Insta:ute of Architects.
AEI Hights reserved. WARNRG: T %‘sis ﬁm" ; % d s T fead reproda setion of

&fiy in 4 s FDSetined Rk g Asaiingnm
B prssisle under ihe law, ThlS :foeumeﬂt was prou uwed by A software o 7 35:46 on 0682004 under Order No. 10400850981 which expires on
1247/ 2{}{)4 ard is not for resale,

User Notes: (1351090300}



ARTICLE 1 THE CONTRACT DOCUMENTS

The Contract Documents consist of this Agreement, Conditions of the Contract {General, Supplementary and other

-+ Conditions), Drawings, Specifications, Addenda issued prior to execution of this Agreement, other documents listed

" in this Agreement and Modifications issued afier execution of this Agreement; these form the Contract, and are as

~fally a part of the Conmract as if attached to this Agreement or repeated herein. The Contract represents the entire and
integrated agreeinent between the parties hereto and supersedes prior negotiations, representations or agreements,
‘either written or oral. An enwmeration of the Contract Dacuments, other than Modifications, appears in Article 15, If
anything in the other Contract Documents is inconsistent with this Agreement, this Agreement shall govern,

. ARTICLE 2 THE WORK OF THIS CONTRACT
The Contzactor SubContractor shall fully execute the Work described in the Contract Documents, gxcept to the

Cextent speciﬁcaily indicated in the Coatract Documents to be the responsibility of others.

ARTICLE3 RELATIONSHIP OF THE PARTIES

‘The Contractor accepts the relationship of trust and confidence established by this Agreement and covenunts with

- the Owner to cooperate with the Architect and exercise the Contractor's skill and Judgment in furthering the interests

. of the Owmer; o furnish efficient business sdninistration and supervision; to furnish at all dmes ap adequate supply

of workiers and materials; and to perform the Work in an expeditous and economical manner consistent with the

Owner’s interests. The €rwner agrees to furnish and approve, in a timely manner, information required by the
‘Contractor and 10 make payments to the Contractor in accordance with the requirements of the Contract Documents.

ARTICLE 4 DATE OF COMMENCEMENT AND SUBSTANTIAL COMPLETION

§4.1 The date of commencement of the Work shall be the date of this Agreement unless a different date is stated
- below or provision is made for the date to be fixed in 2 notice to proceed issued by the Owner,
" {lnsert the date of conunencemens, if it differs from the date of this Agreement or, if applicable, state that the date
- witl be fixed in a notice foproceed. )

I -k’:ar:._t_o ﬁdmmga;’:ﬁ?nienipf the Worls, the Owner requires time to file mortgages, mechanic’s lens and other
security interests, the Owaer’s time requiresnent shall be as follows:

§4.2 The Contract Time shall be measured from the date of commenceiment.

- §4.3 The Contractor. shiall achieve Substantial Completion of the entire Work not later than 310 days from the
. -date of commencement, or as follows:
{Insert mumber of calendar days. Alternarively, a calendar date may be used when coordinated with the date af
commencement. Unless stated elsewhere in the Contract Documents, insert any requirements for earlier Substantial
~Lampletion of certain portions &f the Work. )

Portion of Work S Substantial Completion date

. subject to_:__adj;istmén‘_ﬁs of this Contract Time as provided in the Contract Documents.
. {nsert provisions; if any, for liquidated damages relating 1o failure 1o complete on time, or Jor borus payments for
early completion of the Work. )

ARTICLE 5 BASIS FOR PAYMENT

-§3.1 CONTRAGT SUM
“§5.1.1 The Owner shall pay the Contractor the Contract Sum in current funds for the Contractor’s performance of
the Contract. The Contract Swin is the Cost of the Work as defined in Article 7 plus the Contractor’s Fee.

AlA Document A111™ — 1997, Copyrigit © 1920, 1625, 1951, 1958, 1961, 1963, 1957, 1974, 1978, 1987 and 1997 by The American institvie of Archilects.
All rights reserved. WARNING: Tris 814% Decurnent o protecied by i o wnd Intees ! 5. Uirauthorized raprodiciion or
distribution of dis A1A° Docement, or any parion of #, may resul fn s e X wldngl ek rege it T o sl
extent possibly under Bie fow. This document was produced by AMA software at 17:35:45 on 05/18/2004 00085098_1 whick expires on
12/7/2004, and is not for resale. -

tiser Notes:

(1951 696300)



g percent (8%) of any deductive change crders. Upan completion of the Worlk, the Contractor shall deliver 2 final

‘| Completion of the Work dnd Final Completion of the Work have been achieved as required in the Agreement, the

. .§5.1.2 The Conwactor’s Pee is:
C (Seaze a lump sum, percentage of Cost of the Work or other provisior for determining the Contractor’s Fee, and
. .déscribie the method of adjustment of the Contractor’s Fee Jor changes in the Work.)

8% of ﬂ_ﬁ:.Cc}St of the Work, computed on the following basis: Overhead 2% of the Cost of the Work and Profit 6%
| of the Cost of the Work, The Contractor’s fee shall he eight percent {8%) of any additive change orders and eight

-} accounting of the Costiof the Work to the Owner, and provided (1) the actual Cost of the Work, plus the Conractor’s
<1 Fee, is less than the udranteed Maximum Price, as adjusted pursuant to this Agreement, and (I Substantial

- savings shall accrue fifty percent (30%) 10 the Owner and fifty percent (50%) to the Contractor. If the total cost of
© the, Work and the Contractor’s Fee is greater than the Guaranteed Maximum Price, then the Guaranteed Maximum

. Price shall be the tozal amiount payable by the (contractor)Owaer to the subContractor, and all costs of completing
. the Work in excess of the Guaranteed Muximum Price shall be paid by the Contractor. Not unless there is a

- approved change order provided ahead of time.

-§5.2 GUARANTEED MAXIMUM PRICE
 §5.2.1 The sum of the Lost of the Work and the Contractor’s Fee is guaranteed by the Contractor not to exceed
Four Million Two-hundred Thousand Dollars And Zero Cents (S 4,200.000.00 ). subject to additions and
deductions by Change Order as provided in the Contract Documents. Such maximum sum is referred to in the
Contract Documedts.as the Guaranteed Maximum Price. Costs which would cause the Guaranteed Maximum Price
* 10 be exceeded shall be paid by the Contractor without reimbursement by the Owner.
(Irsert specific provisions if the Contractor is to participate in any savings.)

.1 § 5.2.2 The Guaranteed Maximum Price is based cn the following alternates, if any, which are described in the

- ‘Contract Documents and are hereby accepted by the Owaner:
" {State the numbers or other identification of accepted alternates. If decisions on other clternates are to be made by
. the OQwner subsequent to'the execution of this Agreement, attach a schedule of such other alternates showing the
- amount for each and the dute when the amount expires. }

See Exhibit B .
- §5.2.3 Uit pﬁceé,'i'f any, are gs follows:

Description - o h Units Price (§ 0.00}
'See Exhibit B- R

" §5.2.4 Allowances, if any, are as follows
{{dentify and stute the amoynts of any allowances, and state whether they include labor, materials, or both. }

Alfowance . ... ¢ Amount {$ 0.00) ' Inciuded items
- See Exhibit B labor

§525 Assumption§, if any, on which the Guaranteed Maximum Price is based are as follows:

| See ExhibitB .

~§5.2.6 To the extent that the Drawings and Specifications are anticipated 1o require further development by the

. Architest; the Contractor has provided in the Guaranteed Magimum Price for such further development consistent
with the Contract Documents and reasonably inferable therefrom. Such further development does not include such
things as changes in scope, systems, kinds and quality of materials, finishes or equipment, all of which, if required,
shall be incorporated by Change Order.
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ARTICLE 8 CHANGES IN THE WORK
§ 8.1 Adjustments to the Guaranteed Maximum Price on account of changes in the Work may be determined by any

. “of the miethods listed in Section 7.3.3 of AlA Document A201-1997,

-3 8.2Tn caleulating adjustments to subcontracts (except those awarded with the Owoer’™ s prior congent on the basis of

_cost plus a fee), the terms "cost™ and "fee” as used in Section 7.3.3.3 of ALA Document A201-1997 and the terms

' "costs™ and “a reasonable allowance for overhead and profit” as used in Section 7.3.6 of ATA Document A201-1997
~shall have the meanings assigned to them in ATA Docement A201-1997 and shall got be modified by Asticles 5, 7
and & of this Agreement. Adjustiments to subcontracts awarded with the Owner's prior consent on the basis of cost

i “plis a fee shall be caiculated in accordance with the terms of those subcontracts.

- § 6.3 [n calculating adjustments to the Guaranteed Maximum Price, the terms "cost” and "costs" as used in the

. above-referenced provisions of AIA Document A201-1997 shall mean the Cost of the Work as defined in Article 7
"of this Agreement and the terms "fee” and "a reasonable allowance for overhead and profit" shall mean the

- Cenftractor’s Fee as defined in Section 5.1.2 of this Agreement.

--§6.4 If no specific provision is imade in Section 5.1 for adjustment of the Contractor’s Fee in the case of changes in
. the Work, or if the extent of such changes is such, in the aggregate, that applicaticn of the adjustment provisions of
_-Section 5.1 will cause substantial inequity to the Owner or Contractor, the Contractor’s Fee shall be equitably

. adjusted on the basis of the Fee established for the original Work, and the Guaranteed Maximum Price shall be
adjusted accordingly.

ARTICLE 7 CC_STS TBBE REIMBURSED

- § 74 COST OF THE WORK -

The terimn Cost of the Work shall mean costs necessarily incurred by the Contractor in the proper performance of the
g Work. Such costs shall be at rates not higher than the standard patd at the place of the Project except with prior

- consent of the Owner. The:Cost of the Work shall include only the items set forth in this Article 7.

© §7.2LABORCOSTS. -
§7.2.4'Wages of constriction workers directly employed by the Contractor to perform the constraction of the Work
At the site or, with the Gwaer's approval, at off-site workshops.

| §7.2.2 Wages or salaries of the CQrgtxg'ﬁ:tbr’s supervisory and administrative personnel when stationed at the site and

B 1 vthe salary of the Project Manager, Assistant Project Manager, and Administrative Assistant, although such Project

- “Manager, Assistant Project Manager. and Administrative Assistant will he stationed at Contractor’s office with the
- Owner’s approval. . - :
. Hfiris intended that the wages ov salaries of certain personnel starioned ar the Contractor's principal or other
. offices shall be included ini the. Cost of the Work, identify in Article 14 the personnel to be included and whether for
- “ailor only partof their rime, and the.Fates at which their time will be charged to the Work.)

-§7.23 Wages;_‘araci__“sal&ﬁcs'_bfr:'zhe Coutractor’s supervisory or administrative personnel engaged, at factories,
workshops or on the road, in expediting the production or transportation of materials or equipment required for the
Woz:g, bt only for that portion of their time required for the Work.

" §7.24 Costs paidior incurred by the Contractor for taxes, insurance. contributions, assessments and benefits required

- By law or collgctive bargaining agreements and, for personnel not covered by such agreements, customary benefiss
such as sick leave, tredical and health benefits, holidays, vacations and pensions, provided such costs are hased on
wages and salaries included in the Cost of the Work under Sections 7.2.1 throngh 7.2.3. In no event will the totat

-1 labor:costs described in this Subparsoraph 7.2.4 excesd thirty five percent ( 35%) of the total labor costs.

§7.3SUBCONTRACT COSTS
g3 Payinents made by the Contractor 1o Subcontractors in accordance with the requirements of the suhcontracts.

§T.4 COSTS OF MATERIALS AND EQUIPMENT INCORPORATED IN THE COMPLETED CONSTRUCTION
§7.41 Costs, including transportation and storage, of materials and equipment incorporated or to be incorporated in
the completed construction. *
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§7.4.2 Costs of materials described in the preceding Section 7.4.1 in excess of those actnally installed to allow for
reasonable waste and spoilage. Unused excess materials, if any, shall become the Owner’s property &t the

: “completion of the Work or, at the Owner's option, shall be sold by the Contractor. Any amounis realized from snch
' sales shall be credited to the Owner as a deduction from the Cost of the Work.

§75COSTSOF OTHER MATERIALS AND EQUIPMENT, TEMPORARY FACILITIES AND RELATED ITEMS

" §7.5.4 Costs, including transportation and storage, installation, maintenance, dismantting and removal of materials,

- stppHes, temporary facilities, machinery, equipment, and hand tools not customarily owned by construction
workers, that are provided by the Contractor at the site and fully consumed in the performance of the Work; and cost
‘{less salvage value) of such items if not fully consumed, whether sold to others or retained by the Contractor. Cost

.- for items previously used by the Contractor shall mean fair market value.

: § ?.5.2 Rental charges for':éemporary facilities, machinery, equipment, and hand tools not customarily owned by
“copstruction workers that are provided by the Contractor at the site, whether rented from the Contractor or others,
-and costs of transpertation, instailation, minor repairs and replaceiments, dismantling and removal thereof. Rates and
" quantities of equipment rented shall be subject to the Owner” s prior approval.
| §7.5.3Costs of removal of debris from the site.

© §7.5.4 Costs of document riepfoducticms, Facstnile transmissions and long-distance telephone calls, postage and
parcel delivery charges, telephone service at the site and reasonable petty cash expenses of the site office.

'§7.5.5 That portion _of the reasofiable expenses of the Contractor’s pessonnel incurred while traveling in discharge of
- ‘duties connected with the Work.

: § 7.5.6 Costs of mmé_ri'al-s and equipment suitably stored off the site at 8 yatnally aoceptabie location, if approved in
advance by the Owner. :

© §7.6 MISCELLANEOUS COSTS
. §7.6.1. That portion.of insurance and bond premiums that can be ditectly artributed to this Contract:

§7§2 Sales, use or similar taxes imposed by a governmental authority that are related to the Work,

K §?63 Fees and a_;s_scsé‘ments forthe bﬁ_’il&ing permit and for other permits, Heenses and inspections for which the
“Contractor is required by the _Co'ntrac‘t' Documents to pay.

§7.6.4 Fees of laboratories for tests required by the Contract Documents, except those related to defective or

5 . nonconforming Work for which reimbursement is excluded by Section 13.3.3 of ATA Document A201-1997 or other

-provisions of thé Contract Documents, and which do not fall within the scope of Section 7.7.3.

:§7.65 Rovaities and licénse fegs paid for the use of a particular desiga, process or praduct required by the Contract
Documents; the cost of defending suits or claims for infringernent of patent rights arising from such requirement of
the Contract Docoments; and-payments made in accordance with legal judgments against the Contractar resulting

- from such suits 61 claims ‘and payments of settlements made with the Owner's consent. However, such costs of legal
. defenses, judgments and settlements shall not be Included in the caleniation of the Contractor’s Fee or subject to the
* Guaranteed Maxiimuim Price. If such royalties, fees and costs are excluded by the last sentence of Section 3,17.1 of
AlA Document A201-1997 or other provisions of the Contract Documents, then they shall not be included in the
Cost of the Work.

§766 Data pm_ée’_ssiug costs related 1o the Work.

g :'_"§-.?.6.? Deposits Iost for causes other than the Contractor’s negligence or failure to fulfill a specific responsibility 1o
~the Owher as set forth in the Contract Documents.

§ 7.6.8 Legal, mediation and arbitration costs, including attorneys’ fees, other than those arising from disputes
between the Owner and Contracter, reasonably incurred by the Contractor in the performance of the Work and with
the Owner’s prior written approvai; which approval shall not be unreasonabiy withbeld.
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_.§7.8.9 Expenses incurred in accordance with the Contractor’s standard personnel policy for relocation and
Jeiporary livieg allowances of personpel required for the Work, if approved by the Qwner,

: ';§.?-.? BTH:ER COSTS AND EMERGENCIES

§7.7.1 Other costs incurred in the performance of the Work if and 1o the extent approved In advance in writing by
" the Owner.

.. §7.7.2 Costs due to emergencies incurred in taking action to prevent threatened damage, injury or loss in case of an
o .-amergency affectiug the safety of persons and property, as provided in Section 10.6 of AIA Document A201-1997.

R ? 3 Costs of repairing of carrecting damaged or nonconforming Work executed by the Contractor, Subcontractors
‘or suppliers, provided that such damaged or nenconforming Work was not caused by negligence or failure to fulfill a
“specific responsibility of the Contractor and only to the extent that the cost of repair or correction is not recoverable

- by the Contractor from insurance, sureties, Subcontractors or suppliers.

“'ARTICLE8 COSTS NOT TO BE REIMBURSED
: § 81 The Cost of rhc Work shall not in¢lude:
_ §8 1 1 Salanes and ather campensaucn of the Contractor’s personnel stationed at the Contractor’s principal office or
offices other than the site office, axcept as specifically provided in Sections 7.2.2 and 7.2.3 or as may be provided in
LAricle 14,
_ 8842 Expc'nses of the (Eeﬂnaé:mr’s principal office and offices other than the site office.
_' :'5-' ":.§ &1 3 Overhead &nd gencral expenses except as may be expressly included in Article 7
: ...§ 8 1 4 The Coatractox s capuai expenses, inchuding interest on the Contractor’s capital employved for the Work.
E 815 Rental costs of machmery and equipment, except as specifically provided in Section 7.5.2
-§81.6 Except as provided in Section.7.7.3 of this Agreement, costs due to the negligence or failure to fulfill a
. specific responsibility of the Comracta}:, Subcontractors and suppliers or anyone directly or indirectly emploved by

-any of them or for whose acts any of them may be liable.

' _='§-8.1.?-A113? cost.not spmlﬁcaﬁy and expressly described in Article 7.

i -8 8 18 Ccrsts, other than costs mcmded n'Change Orders approved by the Owner, that would cause the Guaranteed

B - Maximum Priceto be exceeded

“ ARTICLE § DISCOUNTS; REBATES AND REFUNDS

§ 9.1 Cash discounts obtained on payments made by the Contractor shall accrue 1o the Owner if (1) before making
. the payment, the Contractor ingluded them in an Application for Payment and received payment therefor from the
Owner, o (27 the Owner has deposited funds with the Conizactor with which to make payments; otherwise, cash
- discounts:shall accrue ro the Contractor. Trade discounts, rebates, refunds and amounts received from sales of

- sorplus materials and. eqmpment shall accrue 1o the Owner, and the Contractor shall make provisions so that they

“gan-be secured.

-§9.2 Amouats that accrue to the Owner in accordance with the provisions of Section 9.1 shall be credited 1o the

S ‘Owneras & deduction from the Cost of the Worlk.

: _-?ARTI_GLE 10" SUBCONTRACTS AND OTHER AGREEMENTS

“§10.1 Those poftions of the Work that the Contractor does not custoraarily perform with the Contractor’s own
personnel shali be performed under subcontracts or by other appropriate agreements with the Contractor. The Owner
may designate specific persens or entities from whom the Contractor shall obiain bids. The Contractor shall obtain
bids from Subcontraciors and from suppliers of materials or equipnens fabricated especially for the Work and shall
deliver such bids to the Architect. The Owner shall then determine, with the advice of the Contractor and the
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Architect, which bids will be accepted. The Contractor shall sot be required 10 contract with anyone o whoin the
Contractor has reaso nable objection.

' § 10.2 If a specific bidder among those whose bids are delivered by the Contractor to the Architect {1)is
. recomimended to the Owner by the Contractor; (2) s qualificd ta perform that portion of the Work; and £33 has

 submitted a bid that conforms 10 the requireinents of the Contwact Documents without reservatons o oxceptions, bat
. the-Owner requires that apother bid be accepted, then the Contractor may require that a Change Order be issued to
" adjust the Guaranteed Maximum Price by the difference between the bid of the person or entty recommended to the

- Owner by the Contractor and the amount of the subcontract or other agreement acrually signed with the person ot

~“gntity designated by the Owner,

§ 10.3 Subconiracts or other agreements shall conformto the applicable payment provisions of this Agreeinent, and
shiall not be awarded on the basis of cost plus a fee without the prior consent of the Owner.

ARTICLE 41 ACCOUNTING RECORDS
“The Contractor shall keep full and detailed accounts and exercise such controls as may be necessary for proper
financial management andar this Contract, and the accounting and control systems shall be satisfactory to the
" Giwrier. The Owner and the Owner’s accountants shail be afforded access 1o, and shall be permitted to audit and
. copy, the Contractor’s records, books, correspondence, instructions, drawings, receipts, subcontracts, purchase
orders; vouchgrs,memoran{ia and other data relating to this Contract, and the Contractor shall preserve these for a
period of three years after final payment. or for such longer period as may be reguired by law.

- ARTICLE 12 PAYMENTS ..
“§12.1 PROGRESS PAYMENTS |
- §12.1.1 Basedupon Applications for Payment subinitied to the Architect by the Contractor and Certificates for
. ‘Payment issued by the Architect, the Owner shall make progress PAYMCnts on account of the Contract Sum to the
* Contractor as provided below and elsewhere in the Contract Documents.

i § 12.1.2 The perind écv'ered_by each Application for Payment shall be one calendar month ending on the last day of
. the meonth, or as follows:

- §1213 Provided that an Appliqéti@zri for Payment is received by the Architect not later than the twenty-fifth day of
-2 rnonth, the O'wner shall make paymert to the Contractor not tater than the 1enth day of the following month, If
an Application for Payment is received by the Azchitect after the application date fixed above, paymeat shalibe

miade by the Owaier not Jater than ffteen { 15 )days after the Architect receives the Application for Payment.

AR ‘With'each Application for-Payment, the Contractor shall subsmit payrolls, petty cash accounts, receipted
" iaveices or invaices with check vouchers attached, and any other evideace required by the Owner op Architect to
.demonstrate that cash disbursements already made by the Contractor on account of the Cost of the Work equal or
exceed (1) progress paynients alieady received by the Contractor; less (2} that portion of those payments atributabie
1o the Contractor’s Fee; plus (3§ payrolls for the period covered by the present Application for Payment.

o R1245 Eachiﬁﬂ'.ipiﬁliqmion for Pavment shall be based on the most recont schiedule of values submitted by the

~+ - Contractor i accordance with the Contract Docuinents. The schodule of values shall allocate the entire Guaranteed

“Maximem Price-among the varicus portions of the Wozk; except that the Contractor’s Fee shall be shown as a single
separate item. The schedule of values shall be prepared in such form and supported by such data to substantiate 18
accuracy a5 the- Architect may require. This schedule, uniess objected to by the Architect, shall be used as a basis for

- reviewing the Contractor’s Applications for Payment.

§ 12.1.6 Applications for Payment shall show the percentage of compietion of each portion of the Work as of the end
of the period covered by the Application for Payment. The percentage of completion shall be the lesser of (1) the
percentage of that portion of the Work which has actually been completed; or (2} the percentage obmined by
dividing (a) the expense that has actuaily been jncurred by the Conlracior Of aCCORIR of that portion of the Work for
which the Contractor has made or intends to make actual payment prior to the next Appiication for Payment by (b)
the share of the Guaranteed Maximum Price allocated to that portion of the Work in the schedule of values.
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.. 81217 Subject 1o other provisions of the Contract Documents, the amount of each progress payment shall be
VT spornipiited as follows:

"4 take that portion of the Guaranieed Maximum Price propesly allocable to completed Work as
determined by multiplying the percentage of completion of cach portion of the Work by the share of
the Guaranteed Maximum Price allocated to that portion of the Work in the schedule of vaines.
Pending final determination of cost to the Owner of changes in the Work, amounis not in dispute
shall be included as provided in Section 7.3.8 of AIA Document AZ01-1997;

“add that pér_tion of the Guaranteed Maximum Price properly allocabls to materials and equipment
elivered-and suitably stored at the site for subsequent incorporation in the Work, or if approved in
dvance by the Qwner, suitably stored off the site at a location agreed upon in writing;

“add the Contractor’s Fee, less retainage of ien percent { 10.00% ).The Contractor’s Fee shall be
-computed upon the Cost of the Work described in the two preceding Clauses at the rate stated 1n
+ Section 5.1.2or, if the Contractor’s Fee is stated as a fixed sum in that Subparagraph, shall be an
© 7 amount that bears the same ratio to tha fixed-sum fee as the Cost of the Work in the two preceding
©Clagses-bears fo a reasonable estimate of the probable Cost of the Work gpon its completion;

A subtract the aggregate of previous payments made by the Owner,

5 s_zlbiract the shortfall, if any, indicated by the Contractor in the documentation recquired by Section
©12.1.4 to substantiate prior Applications for Payment, ot resulting from errors subsequently
':_discqyt:re(_i_ by the Owner’s accountants in such documensation; and

6 subtract amouts, if any, for which the Architect has withheld or nullified a Certificate for Payment
: as provided in'_Section 9.5 of ATA Document A201-19597.

81248 Exgept with the Owner's prior approval, payments to Subcontractors shall be subject to retainage of not less
“fhan tenpercent { 10.00% ). The Owner and the Contractor shall agree upon a rtually acceptable procedure for
- xeview aud approval of payments and retention for Subcontractors.

ng action on the Contractor’s Applications for Payment, the Architect shall be entitled to rely on the
mpleteness of thé information furnished by the Contractor and shall not be deemed o represent that
Lhss miade a detailed examination, audit or arithmetic verification of the documentation submitted in
- wdanice with Section 12.1.4 or ofhier supponiing data; that the Architect has made exhaustive or contingous on-

" sité frispections or that the Architecs has made examinations fo ascertain how or for what purposes the Contractor
2 has tised _z_t_méeuir_ts previpously paid on sccount of the Contract. Such examinations, audits and verifications, if

. ‘required by the Owner, will be performed by the Owner’s accountants acting in the sole interest of the Owner.

§1249T ki

§ 12.2 FINAL PAYMENT

§ 12.2.1 Final payment, constituting the entire unpaid baiaace of the Conirast Sum, shall be made by the Owner 1o

Kt "mp.:cdntracmr has fully performed the Contract except for the Contractor’s responsibility to comect
“Work as provided in Section £2.2.2 of AlA BPocument AID1-1997, and to satisfy other requirements,
if any, which extend beyond final payment; and

20 g final Centificate for Payment has been issued by the Architect and aporoval of TRHCA, inspection.
©- ADA inspection and signed off punch lists provided such inspections are performed immediately
after substantial completion.
3" Charter will Insbect and approve trade finishes on the clubhouse and 45t building, all other puildings to
be finished to Charters approval of the Azchiteetfirst two.

§142.2.2 The Owner’s final payment to the Contractor shall e made no later than 30 days after the isspance of the
Architect’s final Certificate for Payment, or as folows:
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#§42.2.3 The Owner’s accountants will review and report in writing on the Contractor’s final accounting within 3G
days after delivery of the final accounting 10 e Architeo by e Contractor. Based upon sach Cost of the Work as
the Ownaer’s accountants report o be substantiated by the Contractor’s final accounting, and provided the other
conditions of Section 12.2.1 have been met, the Architect will, within seven days after receipt of the written report

of the Ownet's accountants, either issue 1o the Owner a final Certificate for Payment with a copy 1© the Contractor,

. or notify the Comractor__and Qwaer in writing of the Architect’s redsons for withholding & certificate as provided in

" --:8ection 9.5.1 of the ATA Document A201-1997. The time periods stated in this Section 12.2.3 supersede those stated
Cim Section 9.4.1 of the AIA Document AZ01-1997.

§12.24 If the Owner’s gecountants report the Cost of the Work as substantiated by the Congractor’s final accounting

1o be less than claimed by the Contractor, the Coptractor shall be entitted o demand arbitration of the disputed
-amount without a fusther decision of fhe Architect. Such demand for arbitration shall be made by the Contractor
“within 30 days after the Contractor’s receipt of a copy of the Architect’s final Certificate for Payment; failws to
“demand arbitration within this 30-day period shall result in the substantiated amount reported by the Owner’s

accountants beca mi_tig bindifg on the Contractor, Pending a final resolution by arbitration, the Owner shail pay the
' Contractor the aimount certified in the Architect’s final Certificate for Payment.

§ 12.2.51f, subsequent to final payment and at the Owaer’s request, the Contractor inpurs costs described 1o Article 7
rand not exciuded by Article 8 to correct defective or nonconforming Work, the Owner shall reimburse the
- Contractor such casts and the Contractor’s Fee applicable thereto on the same basis as if such costs had been
- incurred prior to final payment, but not in excess of the Guaranteed Maximum Price. If the Contractor has
« Iparticipated in savings as provided in Section 5.2, the amount of such savings shall be recaleulated and appropriate
- ‘credit given to the Owner in determining the net amount to be paid by the Owner to the Contractor.

SARTICLE 13 TERMINATION OR SUSPENSION
' § 1341 The Contract may be ferminated by the Contractor, or by the Owner for convenience, 45 provided in Article
C14of ATA Dogument AD01-1997. However, the amonnt to be paid to the Contracter under Section 14.1.3 of ATA
" Dochinent A201-1997 shall ot exceed the amount the Contractor would be entitled 1o receive under Section 13.2
below, exceptthat the Contractor’s Fee shall be calcalated as if the Work had been fuily completed by the
 Conmactor; inctuding a reasonablé estimate of the Cost of the Work for Work not actaally completed.

§ 13.2'-%e'1Cbnﬁfa¢t Hiay be termitiated Ey the Owner for cause as provided in Axticle 14 of AlA Document A201-

- 1997. The amount, if any, to be paid to the Contractor under Section 14.2.4 of ATA Bocument A201-1997 shall not
canse 't_h:e_--_(_“x_l:laranteéd Maximum Piice 1o be exceeded, nor shall it exceed an amount calcuiated as follows:

§ "_!_3.22?15 Take the Cost of the Work incirred by the Contractor to the date of termination;

+:§%3.2.2 Add.the Contractor’s Fee computed upen the Cost of the Work to the date of termization at the rate stated in
Section 5.1.2.or, if the Contractor’s Fee is stated as a fixed sum in that Section, an amcunt that bears the same ratio
to that fixed-sum Fee as the Costof the Work at the time of termination bears to a reasonable estimate of the
probable Cost of the Work upon its completion: and

' -'§'.’_t'3.2.3 Suﬁ;_tr_aet ﬁb‘a aggregate of previous payments made by the Cwiner.

§ 43.3 The Ownper shall also pay the Contractor fair compensation, either by purchase or renta] at the election of the
- Owngr, for any equipment owned by the Comiractor that the Owner elects to retain and that is not otherwise inciuded
in the Cost of the Work under Section 13.2.1. To the extent that the Owner elects to take legal assigament of
o 'Suﬁdn&aci_srandjpﬁrchase orders (including rentul agrecments), the Contractor shall, a5 a condition of receiving the

. ':p.ay:meﬁt:s'-;éﬂ;n&d to in this Article 13, execute and deliver ail such papers and take all such steps, including the

" Ipgal assigmuent of such subcontracts and other contractual rights of the Conractor, as the Gwner may vequire for
the purpose of fully vesting in the Owner the rights and hensfits of the Conmacior uvnder such subcoONTacts Ot
purchase orders,

AlS Document AT11™ — 1997, Capyright © 1920, 1925, 1957, 1958, 1981, 1963, 1967, 1974, 1978, 1 9 nd 1997 by The American institute of Architects.
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§ 13.4 The Wozk may be suspended by the Crwoer as provided in Article 14 of AIA Document A201-1997; in such
case, the Guaranteed Maximum Price and Contract Time shall be increased as provided in Section 14.3.2 of AlA
i .ﬂqcmm: nt AZ01-1997 except that the term "profit” shall be understood to mean the Contractor’s Fee as described in

Bections5.1.2 and Section 6.4 of this Agresment.

. ARTICLE 14 MISCELLANEOUS PROVISIONS
- - § 14.1 Where reforence is made in this Agreement 1o 2 provision AlA Document A201-1997 or another Contract
Document, the reference refers to that provision as amended or supplermented by other provisions of the Coniract
- Documents. -

- "§ 44.2 Paymeats due and unpaid under the Cootract shall bear interest from the date payment is due at the rate stated
“below, or in the absence thereof, at the legal rate prevailing from time to time at the place where the Project is
L e

{Insert rate of interest agreed upon, if any. )

- 10/00% per danum -

;'.'_.1.{ Usury laws and, requirem,é’r_éfs under the Federal Truth in Lending Act, similar state and local consumer credit Eam
- and other regidations at the Qwner’s and Contractor’s principal places of business, the location of the Project and
elsewhere may affect the validity of this provision. Legal advice should be obtained with respect to deletions or

modifications, and also regarding requirements such as written disclosures or waivers. }

-§14.3 The Owner’s represen:tatii?e is:
" {Name, address and other information. )

| JapColims - 0
' Duva} Construction Specialties.
- 8455 Lyndon Lane’ .. :

[ Anstin, TX 78729 R
Telephone Number: 312-249-6240

§ 144 The Contractor’s fepresentative is:
{Name, address and other information.]

< Steve Williams . 0 0

o1 13155 Noel Road, Suite 1900

-1 Dallas, TX 75240 o

.| “Telephone Number, 972-387:8000
“} " Fax Number; 972-387.4022

1 swilliams @ icidailas.com.

§ 145 Neither the OWnér_’ s nor the Contractor’s representative shall be changed without ten days® written notice to
. the ot‘nerparty o e

" §14.6 Othér provisions:

- ARTICLE15: ENUMERATION OF CONTRACT DOCUMENTS .
" §15.4 The Contract Documents, except for Modifications sssmed after execution of this Agreement, are enamerated
" s follows: See Exhibit A attached for additional terns 1o this Agreement, Shonid agy other terms of this
" Aoreement conflice with Exhibit A then this Exhibit shall take precedence.

§15.1.4 The Agrecment is this executed 1997 edition of the Standard Form of Agreement Between Owaer and
Contractor, ATA Document A111-1997.

AVA Docutnent A111™ - 1897, Copyright © 1920, 1925, 1951, 1958, 1961, 1963, 196
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§ 15.1.2 The General Conditions are the 19%7 edition of the General Conditions of the Contract for Construction,
. ALA Document A201-1597.

:.:‘_ ";§: 5.4.3 The Supplementary and other Conditions of the Contract are those contained in the Project Manuat dated
.-ahd are as follows:

.~ Dogument Title Pages

- §15.1.4 The Specifications are those contained in the Project Manual dated as in Section 15.1.3, and are as follows:
-~ {Either list the Specificatiuns here or refer to an exhibit attached to this Agreement. )
- Title of Spe

.§45.4.5 The Difawings are ds follows, and are dated  unless a different date is shown below:
i ¢ Drawings heré or refer to an exhibit attached 1o this Agreement. )
Title of Prawings exhibir, See attached Exhibit C for a list of Brawings

§ 1546 The Addenda; if any; are as follows:

CNumber -7 . Date Pages

'-:__-P'Grﬁo'ns of Acl_g:lenaé-miating .'té:.‘bidding requirements are not part of the Contract Documents unless the hidding
: “requirements are also cppmerated in this Axticle 15

-§15.1.7 Other Documents; if any, forming part of the Contract Docwments ave as follows:

~{List here any additional documents, such as 4 list of alternates thar ave intended to form part of the Contract
-Diocuments. AlA Document A201-1997 provides that bidding requirements siich as advertisement or Invitation 1o
Tbid, Instructions o ‘Bidders, sample forms and the Contractor’s bid are not part of the Contract Documents unless
- erumeragedin this Agreement. They should be listed here ondy if intended 10 be part of the Contract Documents.)

- ARTICLE 16 INSURANCE AND BOKDS

ALt reguire limits of liability for insurance and Bonds, AJA Document A201-1997 gives other specific
: reguirements for insurance and bonds. }

. Typeofinsurance .. Limit of fiability {§ 0.00)
| General Liability by 1€

AlA Document A111™ - 1097, Copyrighi © 1920, 1925, 1951, 1958, 1961, 1963, 1967, 197 9a7 by The American Institute of Architects.

Al rights reserved, WARNING: Tiis EE Doowross Is protzcted by UB, Copy : s £ LU rizpd reproducdion of 11
eisaTauion of this AIAY Document, or any poriton of B, niay resull in sevars el and orlminad wShns, wred vl De prossucted 1 e maialn

sisnt possiiie under the low. This document wes producet! by AlA software at 17:35:46 on 05/18/2004 under Order No. 1000085098_1 which explres on
12/7£2004, and is not for regale.

Liser Notes: {135109030C)




This Agreement is entered inta as of the day and year first written above and is execuied in at least three original
copies, of wiich one Is fo be defivered 1o the Contractor, one to the Architect for use in the administration of the
.:-Conn‘act and the remainder to the Owner.

CONTRAQ?OR& Signafire }

Steve Williams, Vice President
(Printed name and title)
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Certification of Document’s Authenticity
AlA® Document D401™ - 2003

£ I Cmdy Cruz, hereby certify, to the best of my knowledgs, information and belief, that T created the attached final

. “document simultaneously with this cerrification at 17:35:46 on 03/18/2004 ander Order No. 1000085098_1 from

_AIA Contract Documents software and that in preparing the awached finai document I made 1o changes to the

- -"f'r}xfi-ginai text of AIA® Docament A111™ - 1997 - Standard Form of Agreement Between Owner and Contractor

where the basis for payment is the COST OF THE WORK PLUS A FER with & negotiated Guaranteed Maximum
- :Price, as publishied by the AIA in its software, other than changes shown in the attached final document by
“upderscoring:added fext and striking over deleted text.

:'_-'._(éigﬂéd)-' =
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ZIMMERMAN PROPERTIES, LLC

July 27, 2004

Tom Gouris

David Burrell

Texas Dept. of Housing & Community Affairs
Tax Credit Underwriting Depanment

507 Sabine, Suite 400

Austin, Texas 78711-3941

Re: Request for Appeal Sent via facsimile 512-475-3362
TDHCA #:04246
Wildwood Trails Apanments
Brownwood, Texas

Dear Tom & David:

Attached for your use and review 15 a page from your underwriting analysis that was
published on the underwriting web page. As you will see, the square foot costs for
direct construction costs was recalculated according to Marshall & Swift to $42.49 per
square foot of net rentable area.

in calculating the amount of net rentable square footage, you have 67,708, |n looking
at this number, we beleve that there is an error in the cell on your worksheet that
makes this calculation. We have used the numbers on your worksheet and have
arnved at the following:

Tvpe of Unit Number Size in SF Total SF
18r/1Ba 3 712 2,138
1Br/1Ba 4 712 2,848
1Br/1Ba 13 712 g,256
2Br/2Ba 4 964 3,856
2Br/2Ba 4 964 3,856
2Br/2Ba 23 964 22,172
3Br/2Ba 3 1,131 ' 3,383
3Br/2Ba 4 1,131 4 524
3Br/2Ba 17 1,131 19,227
2Br/2Ba 1 964 064
Total Net Rentable Square Footage 12,232

Pursuant to our conversanon, | would like {0 appeal to the Underwriting Department 10
reconsider this application and use the number of 72,232 to caiculate the direct

1730 E. Republic Road, Suite F Springfietd, MO 65804
Office; 417/883-1632 Fax: 417/883-6343
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construction costs and recalculate the amount of eligible basis and amount of tax
credis.

Thank you for the opportunity to present this information to your office. Please contact
me with any questions or comments that you may have.

Cordially

Jfgt:n M. Z;mkrman
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Phone: (713) 2245526 Fax : (713) 224--6320

August 7, 2004

Ms. Edwina Carrington
Executive Director
TDHCA

P.O.Box 13941

Austin, TX 78711-3941

Re: Appeal of Underwriting Report
L.ansbourough Apartmenis
TOHCA # 04268
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- nt for one bedroom unit at 50% for Lansbourough is $38 higher
an the average rent for the three comparable tax credit projects. At the 60% level, it is $47
gher than the average for the comparables, wte. The overestimation also applies to rents at 30%
40% of AMGI. Since these projects do not command the maximum rents at 50% and 60%
M@ and da not have 30% and 40% units, the rents we proposed for these units are reasonable
d should have been utilized in the underwriters’ report.
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‘I'he total overestimation of gross income for the subject is $76,492, which is 45% higher than the
amount projected by the underwriters. This translates to a reduction in the projected serviceable
debt by $393,972 and a commensurate increase in the recommended tax credit amount by
approximately $30,000. We respeetfully request that the additional credits be awarded to this
project,
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