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DRAFT
MEMORANDUM

To: Patrick Ure, Housing Development Officer
City of Long Beach

From: Julie Romey
Date: August 19, 2010
Subject: lLong Beach and Anaheim — Revised Financial Gap Analysis

" At your request, Keyser Marston Associates, tnc. (KMA) reviewed the August 18, 2010

revised pro forma submitted by Meta Housing (Meta) for a 39 unit 100% afiordable
senior apartment project (LIHTC Project) and a 161 unit Senior Artist Colony project
(SAC Project). The LIHTC and SAC Projects are also described as Phase |, which
includes a 0.37-acre parcel (LIHTC Parcel) and a 1.37-acre parcel (SAC Parcel).

The Long Beach Housing Development Company (LBHDC) approved the two projects
and a total of $13.14 million, or $1926,200 per affordable unit, in financial assistance
requested by the Developer in February 2010. However, the LIHTC Project did not
receive a Tax Credit award and the SAC Project market study was not approved by
HUD. Thus, the Developer has resubmitted the two projects for approvat by LBHDC.

The proposed projects are to be constructed on a portion of a 3.33-acre site (Site) at the
southwest corner of North Long Beach Boulevard and East Anaheim Street. At a future
date, the remaining 1.58-acres, located facing Long Beach Boulevard are proposed to
be developed with a mixed-use condominium tower (Phase |l). The development entity
(Developer) includes Meta and Century Housing (Century), which will be the managing
general partner for the Phase | projects. The Developer owns the entire Site.

The purpose of this analysis is to establish the financial gap associated with the LIHTC
Project and the SAC Project as well as summarize the revised deal terms and
outstanding issues for the financial assistance requested by the Developer.

500 SOUTH GRAND AVENUE, SUITE 1480 » LOS ANGELES, GALIFORNIA 90071 » PHONE: 2136228095 » FAX: 213 6225204

WWW. KEYSER MARSTON.COM
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To: Patrick Ure, City of Long Beach August 18, 2010
Subject: Long Beach and Anaheim — Revised Financial Gap Analysis Page 2

EXECUTIVE SUMMARY
" The KMA analysis concludes the following:

1. The total number of residential units has increased by 14 units while the number
of affordable units has increased by 131 units.

2. The State of California’s Housing and Community Development depariment
(HCD) has agreed to allocate the entire $25.85 million in Transient-Oriented
Development (TOD) and Infill Infrastructure loans and grants to Phase I. As
such, there are no outside funding sources currently identified for Phase 1.

3. The revised development costs appear o be reasonable.
4, The warranted financial assistance for Phase | is estimated at:

a. SAC Project— Up to $8.24 million, or $51,500 per affordable unit, of
which LBHDC has already contributed $2.28 million.

b. LIHTC Project — Up to $4.91 million, or $129,100 per affordable unit.

C. Therefore, the total financial gap during fhe construction period equates
to $13.14 million, or $66,400 per affordable unit. This estimate is $3,000
iower than the February 2010 approve total financial assistance.

5. Based on the proposed permanent funding sources, the outstanding balance of
the LBHDC assistance at the time of permanent loan closing is estimated at:

a. SAC Project — Up to $8.24 million, or $51 ,500 per affordable unit, which
includes the $2.28 million existing LBHDC Loan.

b. LIHTC Project — Up to $1.91 million, or $50,200 per affordable unit.

c. Therefore, the total financial gap at the time of permanent loan closing is
estimated at $10.14 million, or $51,200 per affordable unit. This estimate
is $1.91 million higher than the gap estimated in February 2010.

6. The proposed terms for both LBHDC loans are as follows:
a. A 3% simple interest rate;
b. A B5-year term;

c. A 25% share of the residual receipts; and
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To: Patrick Ure, City of Long Beach August 18, 2010
Subject: ‘Long Beach and Anaheim — Revised Financial Gap Analysis Page 3

d. Secured with a second trust deed on the SAC Parcel and the LIHTC
Parcel.

7. Based on the KMA cash flow projections, the LBHDC Loan for the SAC Project is
anticipated to negatively amortize and total $10.68 million in Year 55. The LIHTC
Project LBHDC Loan is also expected to negatively amortize and have a $4.64
million ending balance in Year 55.

8. The LBHDC has previously agreed to subordinate the $2.77 million LBHDC Loan
on Phase [l o Century’s $17.20 million loan if Phase | goes forward.

In conclusion, given the risks outlined in this analysis, it is recommended that the
LBHDC only approve the request for financial assistance for the SAC and the LIHTC
Projects with the condition that all outside funding sources are secured and documented.

BACKGROUND STATEMENT

During 2006 and 2007, Meta purchased a total of 16 parceis within the Site for a total of
$23.37 million. Century provided $19.94 million for the purchase of 13 parcels and
including $1.15 million in predevelopment costs. The LBHDC provided two loans
totaling $5.15 million for the purchase of three parcels and $566,000 in lease buyout and
closing costs. In 2007, Meta proposed to develop the entire Site in one phase including
a total of 186 senior apartment units, 170 condominium units and 24,900 square feet of
ground floor commercial space (Qriginal Project).

Meta originally hired Archaeon Architects Inc. (Archaeon) for architectural and related
services for the project. Because the Original Project was so large and the location
deserving of a landmark project, LBHDC staff implemented a cross department review
team that included three Redevelopment Agency staff and two Planning Bureau staff
members. The team began working with Meta and Archaeon on the site plan and
design of the project in late 2007. During severai team meetings, staff provided many
comments fo Meta and Archaeon, and requested that they be incorporated into the
design plans. However, Archaeon seemed to be unable or unwilling fo make certain
changes.

Staff then contracted with Studio One Eleven to provide peer review services to address
issues such as monotony, building mass, building heights and open space. The
comments from Studioc One Eleven were conveyed fo Meta and Archaeon during
additional meetings and in writing. In October 2008, staff clarified to Meta that the
design was still not to the standard necessary for such an important location. Meta then
decided to release Archaeon and hired Studio One Eleven as the project architect.
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To: Patrick Ure, City of Long Beach August 19, 2010
Subject: Long Beach and Anaheim — Revised Financial Gap Analysis Page 4

Given the collapse of the financial and housing markets, the condominium component is
no longer feasible. As Meta continued to find funding sources, the land loans were
required to be extended with Century several times. Ultimately, to keep Century from
foreclosing on the property, Meta and Century have agreed to enter into a partnership
with Century as the managing general partner of the projects. However, the Developer
has not provided a documented agreement to LBHDC, thus, the overall relationship
between Century and Meta is not clear.

In the fall of 2009, the Developer approached the LBHDC with the request to develop the
overall project in two phases and the LBHDC approved this request. Meta has also
received a $10.78 million TOD grant award from the HCD as well as a $15.07 million
Infill Infrastructure Grant (I1G). The total HCD assistance available to the Original
Project is $25.85 million. Meta requested and received approval for the entire HCD
award to be allocated to Phase I.

Due to the inability of the Developer to tie-up financing for the LIHTC and SAC Projects,
the Developer has revised the proposed financing to better meet the requirements of a
very competitive and conservative financing market. In addition, the Developer has
redesigned the SAC Project {o include 14 residential units and 14 parking spaces.

The following summarizes the revised funding sources to be utilized in Phase I

SAC Project

1. Tax-exempt bond proceeds issued through private placement instead of the New
tssue Bonds Program {(NIBP) that is administered by the Housing and Urban
Development department (HUD);

2. The increase in income and affordability 'restrictions results in market equity no
longer supportable by the SAC Project cash flow;

3. The automatically awarded 4% tax credits (Tax Credits) by the Tax Credit
Allocation Committee (TCAC);

4, Funds awarded by the State of California’'s HCD:
a. TOD funds; and
b. I1G funds.

5. Deferred Developer fee; and
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To: Patrick Ure, City of Long Beach

August 19, 2010
Subject: Long Beach and Anaheim — Revised Financial Gap Analysis

Page 5

6. Low and moderate income housing set-aside (Set-Aside) funds from the LBHDC.

LIHTC Project

Conventional financing;

1. The competitively awarded 9% Tax Credits by TCAC;

2. TOD and IIG funds awarded by HCD;

3. The competitively awarded Affordable Housing Program (AHP) funds

administered by the Federal Home Loan Bank (FHLB);

4. Deferred Developer fee; and

5. Set-Aside funds from the LBHDC.

Analysis Organization

The financial gap analysis is organized as follows:

Appendix A. _ SAC Project |
Appendix B: LIHTC Project

Each appendix inciudes pro formas which are organized as follows:

Table 1;
Table 2.
Table 3:
Table 4;

Estimated Development Costs
Stabilized Net Operating Income
Financial Gap Analysis

Cash Flow Analysis
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To: ~ Patrick Ure, City of Long Beach

Subject:

PROJECT DESCRIPTION

The following summarizes the proposed Project by phase:

August 19, 2010

Long Beach and Anaheim — Revised Financial Ga'p Analysis Page 6

Phase ]

1. The Developer proposes to construct the following on the Phase | Site:
SAC LIHTC Phase |

Land Area {Acres) 1.37 0.37 1.75

# of Units ‘ 161 39 200

Density (DU/Acre) 117 105 - 114
Gross Building Area (Sf) 136,634 20,684 166,318

FAR 2.28 1.83 2.19

# of Parking Spaces 190 43 233

Parking Ratio 1.18 1.10 1.17

2. The following summarizes the proposéd unit mix for the SAC and the LIHTC

Projects. ‘
SAC LIHTC

# of Unit Size # of Unit Size

Units (Sf) Units (Sh
Studio Units 6 - 453 0 0
One-bedroom Units 99 660 30 588
Two-bedroom Units 56 860 9 858
Totals & Averages 161 722 39 648

3. The Developer proposes to restrict 99% of the total units in Phase 1 to very-low,

low and moderate income househoids. The affordability mix is described as

follows:

Very-Low Income Units
Low Income Units
Moderate Income Uniis
Unrestricted Units

Total Units

SAC LIHTC Phase |
29 38 67
0 0 0
131 0 131
1 1 2
161 39 200
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To: Patrick Ure, City of Long Beach  August 19, 2010
Subject: Long Beach and Anaheim — Revised Financial Gap Analysis Page 7

4, The following describes the amenities of each project:

a. SAC Project — Pool/Spa, Community Room, Library, Theater, Game
Room, Art Studios, Classrooms and Gym.

b. LIHTC Project — Community Room. Residents will have full use of the
SAC Project program space and aclivities.

It is expected that the LIHTC Project development term will be 30 months, including six-
months for absorption. The SAC Project is expected to be constructed in 30 months and
completely absorbed within six months. The Developer plans to go forward with the
SAC Project even if the LIHTC Project does not receive a Tax Credit allocation in the
second round of 2010.

Phase |l

1. While Phase Il is currently not considered to be a feasible project, the following
describes the proposed fower:

Condominium Retail

Component Component Phase I
Land Area (Acres) NA NA 1.58
# of Units 170 NA 170
Density (DU/Acre) 107 . NA 107

Gross Building Area (S1) 197,853 24,900 385,332
FAR 2.87 0.36 2.66
# of Parking Spaces 225 | 118 343
Parking Ratio 1.32 4.74 NA

2. The Developer proposes to restrict 40 condominium units to moderate income

households, which equates to 24% of the total units in Phase .

In the interim, the Developer has agreed fo a plan to minimally improve the Phase H| Site
so that the parcels fronting North Long Beach Boulevard appear finished untii Phase Il is
ready to break ground.
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To: Patrick Ure, City of Long Beach
Subject:

August 19, 2010
Long Beach and Anaheim — Revised Financial Gap Analysis Page 8

FINANCIAL GAP ANALYSIS
Estimated Total Development Costs

The following summarizes the proposed development costs for the SAC and the LIHTC
Projects. The detailed analyses can be located in Appendices A and B.

SAC LIHTC Phase |
Acquisition Costs $8,670,000 $3,280,000 $11,950,000
Direct Costs 32,584,000 6,780,000 39,364,000
indirect Costs 8,661,000 3,053,000 12,714,000
Financing Costs 3,827,000 845,000 4,772,000
Total Development Costs $54,842,000 $13,958,000 $68,800,000
Per Unit $340,600 $357,800 $344,000
Per Sf GBA $401 3470 $414

The following summarizes the changes between the February 2010 and the August

2010 total development cost estimates.

SAC

LIHTC

Phase |

August 2010
(Less) February 2010

$54,842,000
(56,341,000)

~ $13,958,000
(14,360,000)

$68,800,000
(70,701,000) |

Change in Estimated Total
Development Costs

($1,499,000)

($402,000)

($1,901,000)

Stabilized Net Operating Income

The following summarizes the proposed net operating income (NOI) for the SAC and the
LIHTC Projects. The detailed analyses can be located in Appendices A and B.

: SAC LIHTC Phase |
Effective Gross Income $1,610,780 $271,790 $1,882,570
(Less) Operating Expenses  (727,140) {195,300) (922,440)
Net Operating Income $883,640 $76,490 $960,130
The following summarizes the changes in NOI between the February 2010 and August
2010 estimates: '
SAC LIHTC Phase |
August 2010 $833,640 $76,490 $960,130
(Less) February 2010 (1,400,100) (69,900) - (1,470,010)
Change in Projected NOI ($518,470) $6,590 ($509,880)
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To: ~ Patrick Ure, City of Long Beach

Potential Funding Sources

August 19, 2010
Subject: Long Beach and Anaheim — Revised Financial Gap Analysis

Page 9

The following summarizes the proposed funding sources during the construction period

for the SAC and the LIHTC Projects.

Construction Period Funding Sources

' _ SAC LIHTC Phase |
Construction Financing $29,000,000 $3,700,000 $39,364,000
Market Equity : 0 0 0
Tax Credit Equity 0 572,000 572,000
TOD Rental Loan 0 0 0
TOD Infrastructure Grant 2,268,000 1,771,000 4,039,000
Infill Infrastructure Grant 13,097,000 1,973,000 15,070,000
AHP Loan 0 380,000 380,000
Deferred Developer Fee 2,241,000 656,000 2,847,000
Total Potential Funding Sources $46,606,000 $9,052,000 $55,658,000

The following summarizes the changes in construction period financing between the
February 2010 and August 2010 estimates: '
SAC LIHTC Phase |

August 2010 $46,606,000 $9,052,000 $55,658,000

{Less) February 2010 - (49,409,000) (8,147,000) (57,556,000)

Change in Construction . _

Period Financing ($2,803,000) $905,000 ($1,898,000)

The following summarizes the proposed permanent funding sources during the
construction period for the SAC and the LIHTC Projects.
Permanent Funding Sources
SAC LIHTC Phase |
‘Permanent Financing $11,001,000 - $779,000 $11,780,000
Market Equity 0 0 0
Tax Credit Equity 14,329,060 3,811,000 18,140,000
TOD Rental Loan 3,959,000 2,782,000 6,741,000
TOD Infrastructure Grant 2,268,000 1,771,000 4,039,000
Infill Infrastructure Grant 13,097,000 1,873,000 15,070,000
AHP Loan 0 380,000 380,000
Deferred Developer Fee 1,952,000 555,000 2,507,000
Total Potential Funding Sources $46,606,000 $12,051,000 358,657,000
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To: Patrick Ure, City of Long Beach August 19, 2010
Subject: Long Beach and Anaheim — Revised Financial Gap Analysis Page 10

The following summarizes the changes in permanent financing between the February
2010 and August 2010 estimates:

SAC LIHTC ‘ Phase |

August 2010 $46,606,000 $12,051,000 $58,657,000
(Less) February 2010 (51,536,000) (10,929,000} (62,465,000
Change in Permanent

Financing ($4,930,000) $1,122,000 ($3,808,000)

Financial Gap Calculation

The financial gap is calculated by comparing the total development costs to the total
potential funding sources. The following summarizes the estimated financial gap during
the construction period.

Construction Period Financial Gap

SAC LIHTC Phase |
| Total Development Costs $54,842,000 $13,958,000 . $68,800,000
(Less) Funding Sources (46,606,000) {9,052,000) (55,658,000)
Financial Gap $8,236,000 $4,906,000 $13,142,000
Per Affordable Unit $51,500 $129,100 - $66,400

The following summarizes the changes in the construction period financial gap between
the February 2010 and August 2010 estimates:

SAC LIHTC Phase |
August 2010 $8,236,000 $4,906,000 $13,142,000
(Less) February 2010 {(6,932,000) (6,213,000) (13,145,000
Change in Construction
Period Financial Gap $1,304,000 ($1,307,000) {($3,000)

The following summarizes the estimated permanent financial gap:

Permanent Financial Gap

: _ SAC ‘ LIHTC Phase |
Total Development Costs $54,842,000 $13,258,000 $68,800,000
(Less) Funding Sources (46,606,000) (12,051,000) (58,657,000)
Financial Gap $8,236,000 $1,907,000 $10,143,000

Per Affordable Unit $51,500 $50,200 $51,200
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To: ' Fatrick Ure, City of Long Beach : August 19, 2010
Subject; Long Beach and Anaheim — Revised Financial Gap Analysis Page 11

The following summarizes the changes in permanent financial gap between the
February 2010 and August 2010 estimates:

SAC LIHTC Phase | .
August 2010 $8,236,000 $1,907,000 - $10,143,000
(Less) February 2010 {4,805,000) (3,431,000) (8,236,000) |
Change in Permanent ‘
Financial Gap $3,431,000 ($1,524,000) $1,907,000

In regards to the SAC Project, the LBHDC has already provided $2.28 million in loan
proceeds. It should also be noted that the financial assistance estimated in this analysis
will increase and decrease on a dollar for dollar basis if any of the funding sources are
not realized. - '

PROPOSED DEAL STRUCTURE

The following summarizes the proposed LBHDC transaction for the SAC and the LIHTC -
Projects. ' -

: SAC LIHTC
Loan Amount during Construction Up to $8,236,000 Up to $4,806,000
Loan Amount at Permanent Up to $8,236,000 Up to $1,807,000
Interest Rate ' 3% Simple _ 3% Simple
Loan Term 55 Years 55 Years
Payments 25% Residual Receipts 25% Residual Receipts
Security - 2" TD on SAC Parcel 2™ TD on LIHTC Parcel

CASH FLOW ANALYSIS

KMA prepared a 55-year cash flow analysis for both projects and the findings are
presented below.

SAC Project

1. The LBHDC Loan is projected to negatively amortize and have an outstanding
balance of $10.68 million in Year 55. The total payments to the LBHDC, in
nominal doliars, are estimated at $21.82 million. The total payments to the
L. BHDC in present value terms, assuming an 8% discount rate is $1.07 million.

2. The operating reserve fund is not expected to be utilized and is estimated to
grow to $571,200 by Year 15.
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To: Patrick Ure, City of Long Beach August 19, 2010
Subject: Long Beach and Anaheim — Revised Financial Gap Analysis Page 12

3. The $1.95 million deferred Developer fee is éxpected fo be repaid in 19 years.
While an investor typically requires any deferred Developer fee to be repaid
within 15 years, this should not be an issue given that the Eligible Basis is
considerably lower than the maximum allowed.

LIHTC Project

1. The LBHDC Loan is not projected to be repaid during the 55-year loan term. As
in the SAC Project, the loan will negatively amoriize and have a $4.64 million
balance in Year 55. In present value terms, assuming an 8% discount rate, the
payments to LBHDC are estimated to total $134,700 while the payments in
nominal dollars are estimated at $5.05 million. .

2. In Year 54, the operating reserve funds are expecied to be required to assist in
making the full contingent payments. '

3. Finally, the Developer proposes that the $555,000 deferred Developer fee be
repaid out of Meta's share of the Developer's residual receipts. As such, it is
estimated that the deferred Developer fee would be repaid within 36 years.
While an investor typically requires any deferred Developer fee to be repaid
within 15 years, this should not be an issue given that the Eligible Basis is
considerably lower than the maximum allowed.

PHASE Il

The $760,000 reallocation of the TOD and HG funds results in Phase |l without any
dedicated funding sources at this time.
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APPENDIX A

SAC PROJECT
FINANCIAL GAP ANALYSIS



FINANCIAL GAP ANALYSIS — SAC PROJECT
Estimated Development Costs {Appendix A — Table 1)

KMA reviewed the Developer's August 18, 2010 pro forma and found the estimated
development costs to be reasonable.

Acquisition Costs
The land acquisition cost estimate is based on the following assumptions:

1. ©  The value attributed to the SAC Parcel is $8.28 million. This equates to $138 per square
foot of land area. ' ‘

2. A total of $385,000 has been expended to buyout the leases of the grocery and check
cashing stores that were previously .Iocated on the SAC Parcel.

3. The Developer is no longer budgeting for closing costé, which is an $181,000 cost
savings.

Therefore, the land acduisition costs otal $8.67 million, or $145 per square foot of land area
and $59,000 per unit. This is an $181,000 reduction from the February 2010 estimate.

Direct Costs

Given the proposed financing sources, the SAC Project will have a prevailing wage requirement,
~ which is included in the direct cost estimates. The following summarizes the direct cost
estimate assumptions: ‘

1. The City’s Department of Development Services (LBDS) approved a menu of off-site
improvements that will be required to develop the overall Project. While the LBDS
originally approved the items based on the entire project being developed at the same
time, it has been agreed that 50% of the improvements, predominantly along Long
Beach Boulevard, can be waived until Phase Il is developed. Therefore, the SAC
Project portion of the Phase | off-site improvement costs is estimated at $1.42 million.
This estimate is $802,000 higher than the February 2010 estimate due to the following:

a. The City required traffic signals for Phase | to be integrated with the signalization
hardware at the intersection of Long Beach and Anaheim. Therefore,
approximately 40% of the costs to modify the signals allocated to Phase |! has
been transferred to Phase I.

b. Final off-site designs along Anaheim require more extensive replacement of off-
site curb, gutter and asphalt.

Appendix A — page 1
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The City required more exfensive replacement of existing water lines contiguous
to the Project. '

Existing water pressure was found to be lower than predicted resulting in an
increase in size of the City’s main alley for two blocks from the Site.

The final design of the Edison rerouting is requiring all aspects of reworking the
alley infrastructure to be performed in Phase !. '

The Developer elected to enhance the planting along the west side of the new
alley which connects 12" Street to the main alley in order to screen the adjacent
property side yard. |

The City required the addition of one more fire hydrant and the relocation of
another existing hydrant fo the previously anticipated scope.

Utility and ingress/egress issues increased the number of drive openihgs;

The final storm drain design increased the number of under sidewalk drains four-
fold.

Existing sewer laterals will be replaced due to age.

Demolition and utility relocation costs are estimated at $677,000, or $11 per square foot
of land area.

On-site improvements are estimated at $12 per square foot of land area, or $726,000.

 Given that the timeline for Phase Il has not been established, the LBHDC is requiring the

Developer to provide fencing, landscaping and hardscaping on Phase Il during the
interim. These improvements are estimated to cost $100,000, of which $79,000 has
been allocated to the SAC Project.

The parking garage costs are estimated at approximately $40,000 per space, or $7.60
million. This estimate is a $3.72 million increase from February 2010 due to an
additional semi-subterranean parking level.

Residential shell costs are estimated at $13.67 million, or $112 per square feet of GBA.
This estimate is $1.73 million lower than the previous estimate.

The community and programming space construction costs are estimated at $2.13
miliion, or $145 per square foot of GBA, which is a $147,000 decrease in costs since
February 2010.

A $750,000 allowance is provided for furnishings, fixtures and equipment (FF&E), which
equals $2,700 per unit. The Developer has increased this estimate by $350,000 since
February 2010.

~ Appendix A — page 2
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10.

11.

Contractor fees are estimated at 12% of construction costs, which is lower than the 14%
maximum imposed by TCAC. Due to the complexity of the Project, a $740 000
allowance is also prowded for a crane and manlift.

Construction bonds are estimated at approximately 1% of construction costs.

A $1.50 million contingency allowance is provided, which equates to approximately 5%

" of other direct costs, and is $288,000 lower than the February 2010 estimate.

The total direct costs are estimated to be $32.58 million, or $238 per square foot of GBA. This
estimate is $3.86 million higher than the February 2010 estimate, which is predominantly due to
the increases in FF&E and parking costs.

Indirect Cosis

The following summarizes the indirect cost estimates assumptions:

1.

Architecture, engineering and consulting (A&E) costs are estimated at $3.42 million and
remain unchanged from the February 2010 cost estimates-approved by the LBHDC
Board.

Permits and fees are estimated at $5,700 per unit, which is adjusted for the appropriate
fee waivers given to affordable units. This change results in a $1.69 million decrease in
costs. '

Taxes, legal and accounting are estimated at $1.47 million, which is $51,000 higher than
the February 2010 estimates.

insurance costs are estimated at $2,200 per unit, or $356,000, which is $36,000 higher
than the February 2010 estimate.

Marketing and leasing costs are estimated at $1,100 per unit, which is a $575,000
decrease from the February 2010 est:mates The decrease is due to the change in
affordability restrictions. '

‘The Developer fee is set at $2.50 million, which is the maximum allowed under the

TCAC regulations.

A $811 ,000 contingency allowance, or 9% of the other indirect costs, is provided. This is
a $318,000 increase from the February 2010 estimate due to expectations that the

- architecture and engineering costs will increase due to the design changes.

The total indirect costs are estimated to be $9.66 million, which is $1.85 million lower than the
February 2010 estimates. This differential is primarily caused by the decreases in marketing
and leasing and permits and fees cost estimates.

Appendix A —page 3
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Financing Costs

The following summarizes the financing cost estimates assumpti@ns:

1.

Century provided a $5.51 million acquisition and predevelopment loan, which is secured
with a first trust deed on 58,890 square feet of land area in the SAC Parcel. However,
Meta was unable to continue to make interest payments on the loan at an 8.5% inferest
rate. Since Meta has ceased to make interest payments on the loan, a total of $1.76
miltion in interest and fees have accrued. To avoid foreclosure, Meta and Century have
agreed to enter into a partnership, of which Century will be the managing general
partner. Century has also agreed to only recognize $625,000, or 25% of the Developer
fee, of the total $1.76 million in accrued interest in the development budget. The
accrued interest is proposed to be financed by a $625,000 deferral of the Developer fee
and paid to Century with Meta’s share of the Developer's share of residual receipts.

The Developer no longer plans to utilize the NIBP to finance the Project. Instead the

- Developer will utilize the typical private placement tax-exempt bonds structure. Inierest

during construction for the $29.00 million in tax-exempt bonds is calculated based on the
following assumptions:

a. A 4.35% interest rate;

b. A 30-month construction period and a six-month absorption period; and

c. A 46% average outstanding .balance.

d. The increase in interest rate from 4.07% to 4.35% and a six-month increase in
construction time results in a $252,000 increase in interest during construction
costs.

Due to the change in affordability restrictions from 20% of the SAC Project to 10% for
the units, the Project no fonger supports a typical equity investment.

The financing fees are estimated based on the following:

a. ~ Construction Loan — 1.19 Points;.

b. Permanent Loan - 1.32 Points; and

C. Issuance Costs — 0.34 Points.

d. The private placement scenario results in a $1.14 million decrease in ﬁnancing

costs as the SAC Project no longer is required to pay HUD fees.
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5. The Developer determined that due to no longer utilizing the NIBP will result in a
Negative Arbitrage Reserve no longer being required. This results in a $2.13 million cost

savings.

6. HUD also requires significant capitalized reserves to be budgeted, as follows:

a. Operating Reserves — Approximately four-months of operating expenses and
debt service payments, which is a decrease from the previously estimated six-
months.

b. Replacement Reserves — These reserves will no longar he required to be funded

during construction.

7. Tax Credit fees are estimated at $138,000, which is a $23,000 increase due to the
increase_ in the Tax Credit proceeds.

The total financing costs are estimated to be $3.93 million, which is a $3.32 millicn decrease in
costs from the February 2010 estimate. The difference in financing costs estimates is due to
primarily the removal of the Negative Arbitrage Reserve requirement.

Total Estimated Development Costs

The estimated development costs total $54.84 million, or $401 per square foot of GBA. The
following summarizes the total estimated development costs:

August February
. 2010 2010 Difference
Acquisition Costs $8,670,000 $8,851,000 - ($181,000)
Direct Costs , 32,584,000 28,722,000 3,862,000
Indirect Costs . 5,661,000 11,518,000 {1,855,000)
Financing Costs 3,927.000 7,252,000 . {3,325,000)
Totai Development Costs  $54,842,000 $56,341,000 ($1,499,000)
Per Unit $340,600 $383,300 ($42,600)
Per Sf GBA 5401 $423 ($22)

Stabilized Net Operating Income {Appendix A — Table 2)

Income Restrictions

The Developer proposes to set-aside 35 units for very-fow income households and 125 units for
B0% of the Median households. Previously, the Developer proposed that the SAC Project
would only include 29 affordable units and-the remaining would be unrestricted. However, HUD
did not approve the market study for the market rate units and therefore, the Developer has
decided to propose a 100% affordable project.
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The SAC Project affordable units must comply with the income restrictions imposed by the
various funding programs. Therefore, the affordable units will be subject to the following income
restrictions: '

Number of Units
Designated Requirements Studio 1-Bdrm 2-Bdrm
Section 50105 / 40% Median 0 3 3
Section 50105 / 50% Median 0 14 9
"| Section 50093 / 50% Median _ 6 0 0
Section 50093 / 60% Median 0 81 44
Unrestricted (Manager's Unit) 0 1 ' 0

Affordability Restrictions

The rents applied to the units must reflect the most stringent réquirements imposed by the
various funding sources.? The 2010 maximum allowable rents, net of the appropriate utility
allowances, are as follows:®

Studio One- . Two-
Units bedroom bedroom
. UUnits Units
" Very-Low Income/40% Median :
Section 50053 NA $578 $639
40% TCAC Rents NA $569 $676
Applicable Rent NA $569 $639
Very-Low tncome/50% Median )
Section 50053 NA $578 $639
50% TCAC Rents NA $724 $862
Appilicable Rent NA $578 $639
Moderate income/50% Median
Section 50093 $1,181 NA NA
50% TCAC Rents $673 NA NA
Applicable Rent .$673 NA NA
Moderate Income/60% Median NA ‘
Section 50093 . ' NA $1,334 $1.489
60% TCAC Rents NA $880 $1,049
Applicable Rent - NA $880 $1,049

It should be noted that the manager will pay market rent on the one-bedroom unit set-aside for
the manager.

' The LBHDC requires that very-low income units comply with the California Health and Safety Code Section 50105 (Section 50105)
and maderate income units comply with Section 50093 as referenced in the table. "Median” refars to the Los Angeles County
median income.

2 The affordable rents are estimated based on the strictest of: the calculation methadology established under Section 50053 of the
Health and Safety Code and Tax Credit rents that are published annually by TCAC.

8 Monthly utility allowances: $52/studio and 1-bdrm units and $70/2-bdrm uniis.
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Net Operating Income Calculation

The gross rental income, including miscellaneous revenue estimated at $5 per unit per month, is
projected to stabilize at $1.69 million. After the assumption of a 5% vacancy and collection
allowance, KMA estimated the effective gross income (EGI) is estimated to be $1.61 million.

KMA reviewed the Developer’s proposed operating expense éssumptions and determined that

the estimates were reasonable. The following summarizes the estimates:

1. General operating expenses are estimated at $3,600 per unit. -

2. Property taxes are estimated at $30,000 per year. It is assumed that the Developer will
partner with a non-profit entity and receive a property tax abatement.

3. No estimates are provided for social services. However, it should be noted that an
additional $41,000 will be allocated to tenant services as revenues are available after

debt service payments.

4. The $3.96 million TOD Rental Loan triggers an annual 0..42% fee, which equates to

$16,600.

5. Replacement reserves are estimated at $600 per unit per year.

The total operating expenses are estimated at $727,100, or $4,500 per unit. When the total
operating expenses are deducted from the EGI, the net operating income (NOI) is estimated to

total $883,640, which is summarized below. .

_ Changes in
August 2010 February - NOI
2010
Effective Gross Income $1,610,780 $2,547,860 ($937,080)
{Less) Operating (727,140) (1,147,750) 420,510
Expenses - .
Net Operating Income $883,640 $1,400,110 ($516,470)

Financial Gap Analysis (Appendix A — Table 3}
Potential Funding Sources

The following summarizes the potential funding sources:
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Tax-Exempt Bonds

The Developer plans to obtain $29.00 million in tax-exempt bonds through private placement for
the construction of the SAC Project. However, only $11.00 million is supportable as permanent
debt. The permanent tax-exerhpt bond proceeds were estimated based upon the following
assumptions:

1. A 1.15 debt coverage ratio, which results in a $766,200 annual debt service payment;
2. First trust deed security;

3. A 5.70% interest rate; and

4.. _ A 30-year amortization period.

Market Eauity

Previously,‘the SAC Project supported $6.60 million in market equity during the construction
period and $2.50 million that would be repaid from cash flow. However, with 100% of the
Project income and rent restricted, the cash flow no Ionger supports a market equity
contribution.

Low Income Housing Tax Credit Eguity

Wwith the tax-exempt bonds, the SAC Proiect is eligible o receive a 4% Tax Credit aflocation
based on the units. The following describes the calculation: -

1. Tax Credit Basis Calculation: It can be assumed that the Project’s eligible Tax Credit
basis is equal to the lesser of the depreciable costs for the Tax Credit units, or the basis
limits established by TCAC. KMA and the Developer calculated the eligible Tax Credits
basis as follows:

a. The Projects depreciable costs total $41.56 million.
b. The basis limits applied by TCAC equal $44.65 million.

c. The depreciable costs are less than the TCAC basis limits. As such, the eligible
Tax Credit basis estimated at $41.56 million.

2. Net Tax Credit Proceeds Calculation:

a. The gross Tax Credit amount supported by the proposed Project is calculated at
$18.37 million based on the following assumptions:
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i. The Project is located in a “Difficult to Develop” census tract. This allows
the eligible Tax Credit basis to be increased by 30%.

i The current Tax Credit application sets the annual Tax Credit rate at
~ 3.40%. This rate is applied to the 10-year Tax Credit period.

iii.  One hundred percent (100%) of the Tax Credits are available.

h. The net syndication valuésupported by the Tax Credits is ultimately determined
based on competitive market conditions and on the timing of the disbursements.
Based on the Developer's assumption that none of the proceeds will be funded at
the completion of construction, the Tax Credit equity rate is estimated at $0.78
per Tax Credit, which is an increase from the $0.74 rate'estimated in February
2010.

Therefore, the net Tax Credit proceeds are estimated at $14.33 million, of which none will be
available during the construction period.

HCD Funds

The Developer has received approval from HCD to allocate the HCD funds as follows:

TOD Rental Loan $3,959,000
TOD Infrastructure Grant 2,268,000
infill Infrastructure Grant 13,097,000
Total HCD Funds ~ $19,324,000

It should be noted that the TOD Rental Loan proceeds will not be available during the
construction period. '

Deferred Cbsts

During the construction period, $2.65 million of the costs will be deferred during the construction
period. A total of $1.95 million of the deferred costs will be Developer fee that will be repaid with
the Developer’s share of the residual receipts, of which $625,000 will be paid to Century.

Total Potential Funding Sources

The following summarizes the total potential funding sources during the construction period and
at permanent loan closing:
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‘Change in
: Construction
August February Funding
2010 2010 Sources
Tax-exempt Bonds $29,000,000 $21,560,000 $7,440,000
Market Equity 0 6,605,000 (6,605,000)
Tax Credit Equity 0 0 0
TOD Rental Loan , 0 0 0
TOD Infrastructure Grant 2,268,000 5,550,000 (3,282,000)
Infill Infrastructure Grant 13,097,000 15,069,000 (1,972,000)
Deferred Costs 2,241,000 625,000 1,616,000
Total Potential Funding Sources  $46,606,000 $49,409,000 {$2,803,000)
Change in
Permanent
August. February Funding
2010 2010 Sources
Tax-exempt Bonds $11,001,000 $21,560,000 ($10,559,000)
Market Equity o 2,500,000 (2,500,000)
Tax Credit Equity 14,329,000 . 2,417,000 11,912,000
TCD Rental Loan 3,959,000 4,471,000 (512,000
TOD Infrastructure Grant . 2,268,000 5,550,000 (3,282,000)
Infill Infrastructure Grant 13,097,000 12,287,000 810,000
Deferred Developer Fee 1,952,000 625,000 1,327.000
Negative Arbitfrage Release - 0 2,126,000 (2,126,000)
Total Potential Funding $46,606,000 $51,536,000 ($4,930,000)
Sources

Financial Gap Calculation

The following surnmarizes the estimated financial gap during the construction period and at

permanent toan closing:

. Change in
August February Construction
2010 2010 Financial Gap
. Total Development Costs $54,842,000 $56,341,000 ($1,499,000)
(Less) Funding Sources {46,606,000) (49,409,000) 2,803,000
Total Financial Gap — Construction  $8,236,000 $6,932,000 $1,304,000
Per Affordable Unit $51,500 $239,000 ($187,500)
Change in
August February Permanent
: 2010 2010 Financial Gap
Total Development Costs $54,842 000 $56,341,000 ($1,499,000)
(Less) Funding Sources (46,606,000) (51,536,000) 2,803,000
Total Financial Gap — Permanent $8,236,000 $4,805,000 $3,431,000
Per Affordable Unit $51,500 $165,700 {$114,200) |.
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Therefore, it is conciuded that the maximum warranted LBHDC assistance is up to $8.24 million,
or $51,500 per affordable unit. While the estimated financial gap has increased by $3.39 million
since February 2010, the number of affordable units has increased by 131. Thus, the Fnancnal
gap per unit has decreased by $114,200. It should be noted that LBHDC has already
contributed $2.28 million through land acquisition.

PROPOSED DEAL TERMS
The following summarizes the proposed deal terms:

1. LBHDC will provide up to $8.24 million as a residual receipts loan to the Project (LBHDC
Loan) with the foliowing terms:

a. A 3% simple interest rate;

b. A 55-year term, at which time the remaining balance of the LBHDC Loan will be
due and payable;

c. Secured by a second trust deed on the entire SAC Parcel; and
d. . Annuél payments equal 1o 25% of the residual receipts.
2. The existing $2.28 million LBHDC Loan will be increased by up 1o 3$5.96 million.

CASH FLOW ANALYSIS (APPENDIX A ~ TABLE 4)

KMA also conducted a cash flow analysis to estimate the present value of the debt service
payments to the LBHDC. The following describes the basic cash flow assumptions:

1. Year 1 is based on the 'pro forma rent and expense assumptions presented in the
stabilized analysis (Table 2).

2. The affordable rents are estimated to increase at 2% per year.
3. A 5% vacancy and collection allowancé is provided.
4, The general operating expenses and resident services expenses aré increased at 3%
per year.
5. The property taxes are increased ét 2% annually.-
6. The replacement reserve is held consiant over the life for the Projéct.
7. General partnership management' fees are set at $10,000 per year and will be held

constant over the life of the Project.
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10.

Asset management fees are set at $10,000 per year through Year 15.
The activity fee of $41,000 is held constant for the life of the Project. -
The following illustrates the proposed residual receipts distribution:

a. Twenty-five percent (25%) of the residual receipts are applied to the LBHDC
Loan; and . :

b. The remaining 75% of the residual receipts will be allocated to the Developer, of
- which 75%, or Meta’s portion of the Developer's residual receipts, will be applied
to the deferred Developer fee.

The following summarizes the cash flow analysis findings:

1. The LBHDC Loan is projected to negatively amortize and have an outstanding balance

~ of $10.68 million in Year 55. :

2. The operating reserve fun‘d is not expected to be utilized and is estimated to grow to
$571,200 at the end of Year 15, '

3. | The deferred Developer fee is expectéd to be repaid within 18 years. While investors
would typically require any deferred Developer fee to be repaid within 15 years, this
should not be an issue give that the Eligible Basis is considerably lower than the
maximum allowed.

SUMMARY AND CONCLUSION

The following summarizes the conclusions of the KMA analysis:

1.

3.

The estimated warranted assistance is up to $8.24 million, which is $3.43 miliion more
than the amount approved in February 2010. However, a total of 131 additional units will
be income and rent restricted and the financial gap per unit has decreased from
$165,700 to $51,500. ' '

Operating Reserves — Tax-exempt bonds underwriters require significant operating -
reserves to be capitalized in the development budget. Information has not been
provided to the terms of the reserve. These details should be provided to LBHDC.

The proposed deal terms are appropriate for the proposed Project.

In conélusion, given the risks outlined in this analysis, it is recommended that the LBHDC only
approve the request for financial assistance to the SAC Project with the condition that all outside
funding sources are secured and documented. ‘
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APPENDIX A - TABLE 1

ESTIMATED DEVELOPMENT COSTS
LONG BEACH & ANAHEIM: PHASE - SAC PROJECT
LONG BEACH, CALIFORNIA ‘

L

Land Assemblage Costs

$138

Acquisition Costs 59,800 Sfland - 15f Land $8,285,000
Lease Buyouts Allowance 385,000
Closing Costs 0% Purchase Price -
Total Land Assemblage Costs 59,890 Sfland $145 [SfLand $8,670,000
Direct Costs )
" Off-site Improvements 2 Allowance $1.421,000
Dempolition Costs/Utility Relocation 59,880 SfLand $11 /Sfland 677,000
On-site Improvements 59,800 Sfland $12 /Sfland 726,000
Phase 1l lmprovements Allpwance . 79,000
Parking Costs 180 Spaces $40,000 /Space 7,600,000
Residential Shell Costs 121,876 SfGBA $112 /STGBA 13,671,000
Community and Programming Space 14,758 SfGBA . §145 /ST GBA 2,135,000
Furnishings, Fixtures & Equipment 161 Units $4,658 /Unit 750,000
Contractor Fees / General Requirements 12% Construction Costs 2,955,000
Crane & Manlifi Allowance 740,000
Construction Bends 1% Construction Costs 330,000
Contingency Allowance 5% Other Direct Costs 1,500,000
" Total Direct Costs 136,634 SfGBA - $238 /SfGBA $32,584,000
Indirect Costs
Architecture, Engineering & Consulting s 11% Direct Costs $3,424,000
Permits & Fees * 161 Units $5,754 JUnit 926,000
Taxes, L.egal & Accounting 3 5% Direct Costs 1,469,000
Insurance ° 161  Units $2,209 /Unit 356,000
Marketing & Leasing ° 161  Units $1,087 /Unit 175,000
Developer Fes ® . 2,500,000
Contingency Allowance s 9% Other Indirects 811,000
Total Indirect Cosis $9,661,000
Financing Costs .
Century Land Loan Accrued Interest $2,500,000 Developer Fee 25% Developer Fee $625,000
Construction Loan Interest 7 $28,000,000 Series A Bonds 4,35% Interest 2,081,000
Series B Loan Interest ® $0 Series B Bonds 8.00% Interest -
Financing Fees *
 Construction Loan $29,000,000 Series A Bonds 1.19 Paints 346,000
Series B Loan $0 Series B Bonds - Points -
Permanent Loan ~ $11,001,000 Series A Bonds 1.32 Points 145,000
HUD/MIP Casts $0 Bonds - Points -
Issuance Costs $29,000,000 Bonds 0.34 Paints 100,000
Reserves °
Operating 4 Months of Operating Expenses & Debt Service 492,000
Replacement 161  Units $0 /Unit -
TCAC Fees ® 138,000
Total Financing Costs $3,927,000
vt ITotal Development Costs 136,634 SfGBA $401 /SfGBA $54,842,000 |

@ =~ ¢ ot A W N =

Based on Developer estimate; includes a premium for prevailing wage requirement.

Based on Developer's allocation of offsite costs; assumes City approves waiving the LB Blvd improvements until a later date.
Based on Developers estimates and costs approved by 1 BHDC Board in February 2010,

Based on Developer's esiimates and reviewed by City staff.

Based on Deveioper estimate.

Equal to the amount identified by the Developer; amount is equal to the maximum amount allowed by TCAC.
Assumes a 30-month construction term and a 6-month absorption term; and an average outstanding balance of 46%.
Assumes a 30-month construction term and a 6-month absorption term; and an average outstanding balance of 50%.

Prepared by: Keyser Marston Associates, Inc.

Filename: LB & Anaheim - Phase | - 08.18.10; Pro Forma - 4%; jIr; 8/18/2010



APPENDIX A - TABLE 2

STABILIZED NET OPERATING INCOME
LONG BEACH & ANAHEIM: PHASE | - SAC PROJECT
LONG BEACH, CALIFORNIA

Gross Residential Income

Manager's Unit 1 Unit $1,552 fUnitlIVI onth $18,620

VL Inc Redew/Tax Credit @ 40% Median *

1-Bedroom Units @ (660-57) 3 Units $569 /Unit’Month 20,480

2-Bedroom Units @ (860-Sf) 3  Units $639 /UnitMonth 23,000

VL Inc Redevw/Tax Credit @ 50% Median *

1-Bedroom Units @ (660-Sf) 14 Units. $578 [UnitMonth 97,100

2.Bedroom Units @ {860-5f) 9  Units $639 /Unit'Month 89,010

Miod Inc Redev/Tax Credit @ 50% Median *

Studic Units @ (453-Sf) " 6 Units $673  /UnitMonth 48,460

Mod inc Redew/Tax Credit @ 50% Median '

1-Bedroem Units @ (660-5f} 81 Units $880 /UnitMonth 855,360

2-Bedroom Units @ (860-51) 44 Units $1,049  AUnitMonth 553,870
Laundry/Miscellaneous Income 2 161 Units $5  /UnitMonth 9,660

Gross Residential income 1681  Units $1,695,560

(Less) Vacancy & Collection Allowance 5% Gross Income (84,780)

Effective Gross Income $1,610,780
Operating Expenses ?

General Operating Expenses 161  Units $3,627 {Unit $583,910

Property Taxes 161  Units $186 /Unit 30,009

Services 1681  Units $Q {Unit -

TOD Loan Fee $3,6590,000 TOD Rental Loan 0.42% TOD Rental Loan 16,630

Qperating Reserve 161 Units $0  /Unit -

Replacement Reserve 161 Units $600 /Unit 96,600

Total Operating Expenées 161 Units $4,500 fUnit $727,140
INet Operating Income $883,640 |

2

Based on LA County 2010 incomes distributed by HUD/HCD. The rents are based on the more strihgent of California Health & Safety Code Section 50053
and rents published by TCAC. Efficient utility allowances per the Long Beach Housing Authority are $52/1-bedroom units and $70/2-bedroom units.

Based on Developer's estimates.

Prapared by: Keyser Marston Associates, Inc¢.
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APPENDIX A - TABLE 3

FINANCIAL GAP ANALYSIS
LONG BEACH & ANAHEINM: PHASE! - SAC PROJECT
LONG BEACH, CALIFORNIA

1l

Potential Funding Sources - Construction

A. ‘Tax-Exempt Financing $29,000,000
B. Junior Tax-Exempt Bonds ' 0
C. Tax Credit Equity $0
D. HCD Funds®
TOD Rentai Lean 0
TOD Infrastructure Grant 2,268,000
Infill Infrastructure Grant 13,097,000
Total HCD Funds $15,365,000
D. Deferred Costs $2,241,000
Total Potential Funding Sources - Construction $46,606,000
Financial Gap Calculation - Constrt_jction
Total Development Costs . $54,842,000
(Less) Total Potential Funding Sources (46,606,000)
{Financial Gap - Construction 160 Affordable Units $51,500 /Affordable Unit $8,236,000 |
Potential Funding Sources - Permanent
A. Tax-Exempt Bonds
Net Operating Income $883,640 NOI (See Table 2)
Income Availabie for Mortgage 1.16 DCR : $766,214 Debt Service
Interest Rate/Mortgage Constant 5.70% Interest 6.96% Constant
Tax-Exempt Financing $11,001,000
B. Junior Tax-Exempt Bonds 50
Tax Credit Equity *
Gross Tax Credit Value $18,371,000
Syndication Rate 78.00% [Tax Credit Doliar
Net Tax Credit Equity : $14,329,000
D. HCDFunds®
TOD Rental Loan $3,959,000
TOD Infrastructure Grant 2,268,000
Infill Infrastructure Grant 13,087,000
Total HCD Funds $19,324,000
D. ‘Deferred Developer Fee 78% Developer Fee $1,952,000
Total Funding Sources - Permanent $46,606,000
Financial Gap - Permanent
Total Development Costs $54,842,000
(Less) Total Poteniial Funding Sources (46,606,000)
|Financial Gap - Permanent 160 Affordable Units $51,600 JAffordable Unit $8,236,000 | .

3
2
3

Per Developer estimate.
The HCD funds have already been awarded to the Project.
$41.56 million eligible basis, which includes a 130% difficult to develop premium; a 3.40% Tax Credit rate; and an applicabie fraction of 100%.

Prepared by: Keyser Marston Associates, In¢.
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APPENDIX B

LIHTC PROJECT
FINANCIAL GAP ANALYSIS



FINANCIAL GAP ANALYSIS — LIHTC PROJECT
Estimated Development Costs (Appendix B — Table 1)

KMA reviewed the Developer's August 18, 2010 pro forma and found the estimated .
development costs to be reasonable.

Acquisition Costs

The Developer will allocate $3.28 miflion of the Phase | land value to the LIHTC Project. This
. equates to $202 per square foot of land area. The LIHTC Parcel is owned entirely by the
Developer.

Direct Cosits

Given the proposed financing sources,_the LIHTC Project will be required to pay preVaiIing
wages, which are included in the direct cost estimates. The following summarizes the direct
cost estimate assumptions:

1. The City’s Department of Development Services (LBDS) approved a menu of off-site
improvements that will be required to develop the Original Project. While the LBDS
originally approved the items based on both phases being developed at the same time, it
has been agreed that 50% of the improvements, predominately along Long Beach
Boulevard, can be waived until Phase Il is developed. Therefore, the LIHTC Project of
the Phase | off-site improvement costs is estimated at $244,000_;

2. On-site improvements are estimated at $19 per square foot of land area. It should be
noted that the LIMTC Parcel is currently vacant. '

3. Given that the timeline for Phase I} has not been established, the LBHDC is requiring the -
Developer to provide fencing, landscaping and hardscaping on Phase {l during the
interim. These improvements are estimated to cost $100,000, of which $21,000 has
been allocated to the LIHTC Project.

4, The parking garage costs are estimated at approximately $41,900 per space, or $1.80
"~ million.

5. Shell costs are estimated at $97 per square feet of GBA, which includes costs for the
common areas and the community space.

6. A $42,000 allowance is provided for furnishings, fixtures and equipment (FF&E), which
equals $1,100 per unit. This estimate has been reduced by the Developer by $208,000
- since February 2010. .
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7. - Contractor fees are estimated at 14% of construction costs, which is the maximum
allowed by TCAC. This estimate has increased by $409,000 since February 2010. Due
o the complexity of the LIHTC Project, a $429,000 allowance is also provided for a
crane and maniift. This estimate is $111,000 lower than the February 2010 estimate.

8. Construction bonds are estimated at approximately 1% of construction costs.

9. A $263,000 contingency allowance is provided, which equates to approximately 4% of
other direct costs. This estimate is $51,000 lower than the February 2010 estimate.

The fotal direct costs are estimated to be $6.78 million, or $228 per square foot of GBA. This
estimate is $130,000 higher than the February 2010 estimate predominately due to the increase
in ‘contractor fees from 7% of construction costs to 14%, which is the maximum allowed under
the TCAC guidelines. However, this increase is partially offset by the decrease in FF&E, crane
and manlift and contingency allowance estimates '

Indirect Costs
The following summarizes the indirect cost estimates assumptions:

1. Architecture, engineering and consulting (A&E) costs are estimated at 15% of direct and
‘ off-site improvement costs, which equates to $1.02 miliion. This estimate remains
unchanged from the February 2010 estimates which were previous!y approved by the
.BHDC Board. These costs include expenditures on the previous architect and LEED
consultant. '

2. . Permits and fees are estimated at $4,123 per unit, which is adjusted for the apprqpriate
fee waivers given to affordable units and verified by City staff. This.is a $436,000 .
- reduction from the February 2010 estimate.

3. Taxes, legal and accounting are estimated at 6% of direct and off-site improvement
costs, which is within the typical 3% to 5% range experienced by similar projects. T hese
costs include $103,000 in costs spent to date, of which property taxes make up a
significant portion. The estimate is $36,000 lower than the February 2010 estirate.

4, Insurance costs are estimated at $1,600 per unit, or $60,000, which is $2,000 higher
' than the February 2010 estimate.

5. Marketing and leasing costs are estimated at $625 per unit, or $24,000. This estimate is
$9,000 higher than the February 2010 estimate.

6. The Developer fee is set at $1.32 miilion, which is 15% of the eligible basis and the
maximum allowed under the TCAC regulations. The $80,000 increase from the
February 2010 estimate is due to the increase in estimated eligible basis.
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7. A $90,000 contingency allowance is provided, which equates to 3% of other indirect
costs. This estimate is $36,000 lower than the February 2010 estimate.

The total indirect costs are estimated to be $3.05 million. This estimate is $417,000 lower than
the February 2010 estimate primarily due to the $436,000 decrease in the permits and fees
estimate. The $80,000 increase in Developer fee partially offsets the decrease in permits and
fees. ‘ : '

Financing Costs
The following summarizes the financing cost estimates assumptions:

1. Century provided a $1.46 million acquisition and predevelopment loan, which is secured

' with a first trust deed on the LIHTC Parcel. However, Meta was unable fo continue to
make interest payments on the loan at 8.5% interest. Since Meta has ceased to make
interest payments on the loan, $468,000 in interest and fees have accrued. To avoid
foreclosure, Meta and Century agreed to enter info a partnership, of which Century will
be the managing general partner. . Century has also agreed to only recognize $330,000
of the total $468,000 in accrued interest, or 25% of the Developer fee, in the
development budget. The accrued interest is proposed to be financed by a $330,000
deferral of the Developer fee and paid to Century with Meta’s share of the Developer’s

. .share of residual receipts. This estimate is $20,000 higher than the February 2010
estimate due to a higher Developer fee estimate.

2. Interest during construction for the $3.70 million construction ioan is calculated based on
the following assumptions: ' ‘ .

‘a. AA475% interest rate;
b. A 24-month construction period and a six-month absorption period; and
c.  A50% average outstanding balance.
d. The $264,000 estimate is $9,000 higher than the February 2010 estimate.
3. Financing fees are estimated based on the fb[lowing:
a. | Construction Loan — $82,000, or 2.22 Points; and

b. Permanent Loan — $53,000, or 6.80 Points. The higher than typical permanent
loan fees are a result of the limited size of the permanent loan and that the
Developer has yet to secure a permanent lender for the LIHTC Project.

c. The financing fees are estimated to be $12,000 lower than the February 2010
estimate.
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U N

4, Capitalized reserves are estimated as follows:

a. Operating Reserves — Approximately three months of operating expenses and
debt service payments, which equates to a $3,000 increase from February 2010.

b. Replacement Reserves - $256 per unit allowance.

5. Tax Credit fees are estimated at $41,000, which is a $44,000 decrease since February
' 2010.

The total financing costs are estimated to be $845.000. 1t should be noted that the Developer
has not provided a term sheet from the construction and permanent lenders. Thus, it is likely

that the financing costs will be adjusted. The current estimate is $24,000 lower than the total

financing costs estimated in February 2010. ‘

Total Estimated Development Costs
The estimated development cosfs total $13.96 million, or $470 per square foot of GBA, which is

$402,000 lower than the February 2010 estimate. The following summarizes the total estimated
development costs:

, : Change in Tofal
August February Development Costs
2010 2010

Acquisition Costs ‘ $3,280,000 $3,280,000 30

Direct Costs 6,780,000 6,741,000 ‘ 39,000

Indirect Costs. 3,053,000 3,470,000. (417,000)

Financing Costs : 845,000 - 869,000 (24,000)
Total Development Costs ~ $13,958,000 $14,360,000 ($402,000)

Per Unit $357,900 $368,200 ‘ ($9,700)

Per Sf GBA , $470 $484 ($14)

Stabilized Net Operating Income {Appendix B —Table 2)
Income Restricticns

The Developer proposes to set-aside 38 units for very-low .income households. The LIHTC
Project must comply with the income restrictions imposed by the various funding programs.
Therefore, the LIHTC Project will be subject to the following income restrictions:
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Number of Units
Designated Requirements * 1-Bdrm 2-Bdrm
Section 50105 / 30% Median 3 1
Section 50105 / 40% Median : 3 1
Section 50105 / 45% Median 2 2
Section 50105 / 50% Median . 22 4
Unrestricted (Manager's Unit) 0 1

Affordability Restrictions

The rents applied to the units must reflect the most stringent requirements imposed by the
various funding sources.” The 2010 maximum allowable rents, net of the appropriate utility
allowances, are as follows:® '

One-bedroom Two-bedroom
: Units Units
Very-Low Income/30% Median _
Section 50053 $578 - $639
30% TCAC Rents $414 $489
Applicable Rent ‘ $414 $489
Very-Low Income/40% Median '
Section 50053 : $578 $639
40% TCAC Rents ‘ $569 $676
Applicable Rent $569 ‘ $639
Very-Low Income/45% Median :
Section 50063 $578 $639
45% TCAC Rents $647 : $769
Applicable Rent $578 - $639
Very-Low income/50% Median ,
Section 50053 $578 $639
50% TCAC Rents : $724 $862
Applicable Rent $578 $639

Net Operating Income Calculation

The gross rental income, including miscellaneous revenue estimated at $56 per unit per month, is
- projected to stabilize at $286,100. It should be noted that the rents increased due fo the '
increase in the 2010 Median and the utility allowances also changed since the February 2010
analysis. Thus, the gross rental income has increased since the preVidus analysis. After the

* The LBHDC requires that very-low income units comply with the California Health and Safety Code Section 50105 (Section 53105)
as referenced in the table. "Median” refers to the Los Angeles County median income.

% The affordable rents are estimated based on the strictest of: the calculation methodology established under Section 50053 of the
Health and Safety Code and Tax Credit rents that are published annually by TCAC.
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assumption of a 5% vacancy and collection allowance, KMA estimated the effective gross
income (EGI) is estimated to be $271,790.

KMA reviewed the Developer's proposed operating expense assumptions and determined that
the estimates were reascnable. The foliowing summarizes the estimates:

1. General operating expenses are estimated at $3,800 per unit.

2. Property taxes are estimated at $5,000 per year, which reflects that the Developer will
partner with a non-profit partner to enable the Project to receive a property tax waiver.

3. Aclivity fees are estimated at $6,000, or $154 per unit per year. It should be noted that
the tenants of the LIHTC Project will have access to all of the amenities located af the
SAC Project.

4. The TOD Rental Loan has a mandatory debt service payment of $11,680, or 0.42% of
the loan amounts

5. Replacement reserves are estimated at $600 per unit per year. This estimate is higher
than typical but required by HCD.

The total operating expenses are estimated at $195,300, or $5,000 per unit. The operating
expenses-increased due to the inclusion of the TOD debt service payment and increase in the
replacement reserves deposit. When the total operating expenses are deducted from the EGI,
the net operating income (NOI) is estimated o total $76,490, which is summarized below.

August 2010 February 2010 Changes in NOI
Effective Gross Income $271,790 $261,530 ~ $10,260
"| (Less) Operating (195,300) (191,630) : (3,670)
Expenses

Net Operating income $76,490 $69,900 $6,590
Financial Gap Analysis {Appendix B — Table 3)
Potential Funding Sources

The following summarizes the potenﬁal funding sources:

5 Monthly utility alowances: $52/1-bdrm units and $70/2-bdrm units,
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Conventional Financing

As previously discussed, the LIHTC Project will be financed with a $3.70 million loan during the
construction period. The permanent financing was estimated by the Developer based upon the
following assumptions:

1. A 1.20 debt coverage ratio, which results in a $63,740 annual debt service payment;
2. A 7.25% interest rate; and
3. A 30-year amortization period.

The resulting permanent loan is estimated at $779,000. Thils estimate is $85,000 higher the
February 2010 estimate due fo the increase in rents.

Low Income Housing Tax Credit Equity

The Developer applied for the competitively awarded 9% Tax Credits during the second round
of 2010. The following describes the Tax Credit equity Calculation:

1. Tax Credit Basis Calculation: It can be assumed that the Project’s eligible Tax Credit
basis is equal to the lesser of the depreciable costs for the Tax Credit units, or the basis
limits established by TCAC. KMA and the Developer calculated the ehglble Tax Credits
basis as foilows

a. The Project’s depreciable costs total $10.16 million.
b. The basis limits applied by TCAC equal-$9.87 million.

C. The depreciable costs are less than the TCAC basis limits. As such, the eligible
Tax Credit basis estimated at $9.87 million. However, to increase the -
competitiveness of the Project, the Developer plans to deduct $5.80 million from
the eligible basis. This is an increase from the $1.30 million deducted in the
Developer's first TCAC application which did not receive an allocation. The
increase in deduction will increase the Project's tie-breaker from approximately
86% to approximately 134%.

2. - Net Tax Credit Proceeds Calculation:

a. The gross Tax Credit amount supported by the proposed Project is ca]culatéd at
$4.76 million based on the following assumptions: '

i The Project is located in a “Difficult to Develop” census tract: This aliows
the eligible Tax Credit basis to be increased by 30%.
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ii. The current Tax Credit application sets the annual Tax Credit rate at
9.00%. This rate is applied to the 10-year Tax Credit period.

b. The net syndication value supported by the Tax Credits is ultimately determined
based on competitive market conditions and on the timing of the disbursements.
Based on the Developer's assumption that 15% of the proceeds will be funded at
the completion of construction, the Tax Credit equity rate is estimated at $0.80
per Tax Credit, which is an increase from the $0.74 estimate in February 2010.

Therefore, the net Tax Credit proceeds are estimated at $3.81 million, of which $572,000 will be
available during the construction period. As previously discussed, the Developer has not
provided an official term sheet from the Tax Credit Investor. The current estimate for Tax Credit
proceeds is $3.33 million lower than the February 2010 estimate due to the reduction in the
.Eligible Basis to make the application more competitive. -

HCD Funds

The Developer received approval from HCD to allocate the HCD funds as follows:

TOD Rental Loan ‘ $2,782,000
TOD infrastructure Grant : 1,771,000
Infill Infrastructure Grant ‘ 1,873,000
Total HCD Funds $6,526,000

It should be noted that the TOD Rental Loan proceads will not be available during the
construction period.

AHP Loan

The Developer has been awarded $380,000 in AHP funds. These loan proceeds will be
available during the construction period. :

Deferred Costs

During the construction period, the Developer estimates that $656,000 of the total development

costs, or 5%, can be deferred during the construction period. The Developer proposes to defer
$555,000 of the Developer fee. '

Total Potential Funding Sources

The following summarizes the total pbtential funding sources during the construction period and
at permanent loan closing:

Appendix B — page 8

1008016.LCE:JR:gkd
15620.001.115



Changes in
X Construction

August February Period

2010 2010 Sources
Construction Loan $3,700,000 $4,982,000 ($1,282,000)
Tax Credit Equity 572,000 2,143,000 (1,571,000)
TOD Infrastructure Grant 1,771,000 0 1,771,000
Infill Infrastructure Grant 1,973,000 0 1,973,000
AHP Loan 380,000 0 . 380,000
Deferred Costs 656,000 1,022,000 {366,000)
Total Polential Funding Sources  $9,052,000 $8,147,000 $905,000
Changes in
: FPermanent

August February Period

2010 2010 Sources
Conventional Financing $779,000 $694,000 $85,000
' Tax Credit Equity 3,811,000 7,143,000 (3,332,000)
TOD Rental Loan 2,782,000 : 0 2,782,000
TCD Infrastructure Grant 1,771,000 0 1,771,000
Infill infrastructure Grant 1,973,000 2,782,000 . (809,000)
AHP Loan 380,000 0 380,000
Deferred Costs 555,000 310,000 245,000
Total Potential Funding Sources  $12,051,000 $10,929,000 $1,122,000

The Developer has not provided terms sheets for the construction and permanent loans as well
as from the Tax Credit investor. Therefore, the availability of these funding sources cannot be

verified.

Financial Gap Calculation

The following summarizes the estimated financial gap during the construction period and at

permanent loan ¢losing:

Changes in

August February Construction

2010 2010 Financial Gap
Total Development Costs $13,958,000 $14,360,000 ($402,000)
{Less) Funding Sources {9,052,000) (8,147,000) {905,000)
Financial Gap $4,906,000 $6,213,000 ($1,307,000)
Per Affordable Unit - $129,100. $163,500 ($34,400)

Changes in

August February Permanent

2010 2010 Financial Gap
Total Development Costs $13,958,000 $14,360,000 - ($402,000)
(Less) Funding Sources (12,051,000) (10,929,000} {1,122,000)
Financiat Gap $1,907,000 $3,431,000 ($1,524,000)
Per Affordable Unit $50,200 $980,300 ($40,100)
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Therefore, it is concluded that the maximurm warranted LBHDC assistance is $4.91 million, or -
$129,100 per affordable unit. In addition, once 100% of the proposed funding sources are in
place at the closing of the permanent loan, the financial gap is anticipated to decrease to $1.91
million, or $50,200 per affordable unit. '

PRCPOSED DEAL TERMS

The following summarizes the proposed deal terms:

1.

LBHDC will provide up to $4.91 million as a residual receipts loan te the Project (LBHDC

Loan) with the following terms:

a. - A 3% simple interest rate;

b. A 55-year term, at which time the rerﬁaining balance of the LBHDC Loan will be
due and payable; ' '

c. Secured by a second trust deed on the LIHTC Parcel;
d. Annual payments equal to 25% of the residual receipts; and -
e. At the permanent loan closing, the Developer will pay down the LBHDC Loan to

approximately $1.91 million.

CASH FLOW ANALYSIS (APPENDIX B - TABLE 4)

KMA also 6onducted a cash flow analysis to estimate the present value of the debt service
payments to the LBHDC. The following describes the basic cash flow assumptions:

1.

Year 1 is based on the pro forma rent and expense éssumptions presented in the

~ stabilized analysis (Table 2). The affordable rents are assumed to increase at 2% per

year.
A 5% vacancy and collection allowance is provided.

The general operating expenses and resident service expenses are increased at 3% per

‘year.

The property taxes are increased at 2% annually.
The replacement reserve is held constant over the life for the Project.

Asset management fees are set at $5,000 per year through Year 15.

Appendix B — page 10
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7. General partnership management fees are set at $5,000 per year and will be held
constant over the life of the Project,

8. The following illustrates the proposed residual receipts distribution:

a. Twenty-five percent (25%) of the residual receipts are applied to the LEHDC
Loan; and

b. The remaining 75% of the residual receipts will be allocated to the Developer, of |
which 75%, Meta’s portion of the Developer's residual receipts, will be applied to
the deferred Developer fee.

The lfoliowin-g summarizes the cash flow analysis findings:

1. The LBHDC Loan is not projected to be repaid during the 55-year loan term. In fact, the
" loan will negatively amortize and have a $4.64 million balance in Year 55.

2, In Year 54, ’[hé operating reserve funds are expected {0 be required to assist in making
the contingent payments.

3. Finally, the Developer proposes that the $555,000 deferred Developer fee be repaid out
of Meta’s share of the Developer’s residual receipts. As such, it is estimated that the
deferred Developer fee would be repaid within 36 years. While an investor typically
requires any deferred Developer fee to be repaid within 15 years, this should not be an
issue given the lower than typical amount of Eligible Basis.

SUMMARY AND CONCLUSION
The following summarizes the conclusions of the KMA analysis:

1. Thé warranted financial assistance is estimated at up {0 $4.91 million, which is a $1.31
million decrease from the February 2010 approved assistance.

2. The proposed deal terms are appropriate for the proposed Project.

In conclusion, given the risks outlined in this analysis, it is recommended that the LBHDC only
approve the request for financial assistance to the LIHTC Project with the condition that all
outside funding sources are secured and documented.

Appendix B — page 11
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APPENDIX B - TABLE 1

ESTIMATED DEVELOPMENT COSTS

LONG BEACH & ANAHEIM: PHASE I - LIHTC PROJECT

LONG BEACH, CALIFORNIA

1 Land Assemblaae Costs

Acquisition Costs 16,220 Sfland $202 [Sfland $3,280,000
Closing Costs 0% Purchase Price -
Total Land Assemblage Costs 16,220 Sf Land $202 /Unit $3,280,000
ll. Direct Costs '
Off-site Improvements = Allowance $244,000
Demolition Costs 16,220 SflLand $0 /Sfland -
On-site Improvements 16,220 Sfland $19 /8f Land 311,000
- Phase 1 Improvements $21,000 Allowance 21,000
Parking Costs 43 Spaces $41,860 /Space. 1,800,000
Shell Costs 29,684 SfGBA $97 [SFGBA 2,888,000
Furnishings, Fixtures & Equipment 39 Units $1,083  /Unit 42,600
Contractor Fees / General Requirements 14% Construction. Costs 737,000
Crane & Manlift Aliowance 429,000
Consfruction Bonds 1% Construction Costs 45,000
Contingency Allowance 4% Other Direct Costs 263,000
Total Direct Costs 29,684 SfGBA $228 /SfGBA $6,730,000
IV. Indirect Costs )
Architecture, Engineering & Consulting 8 15% Direct Costs ) - $1,022,000 .
Permits & Fees * 39 Units $4,123  MUnit 160,000
Taxes, Legal & Accounting ® 6% Direct Costs ‘ 377,000
Insurance ° _ 39 Units $1,550 /Unit 60,000
Marketing & Leasing 5 39 Units §625 /Unit 24,000
Developer Fee ® : ‘ 1,320,000
Contingency Allowance ° ' 3% Other Indirects 90,000
Total Indirect Costs $3,053,000
V. Financing Costs )
Century Land Loan Accrued Inierest $1,320,000 Developer Fee 25% of Developer Fee $330,000
Interest During Construction ? $3,700,000 Loan Amount 4.75% Interest 264,000
Financing Fees ®
Construction Loan $3,700,000 Loan Amount 2.22 Points 82,000
Permanent Loan $779,000  Loan Amount " 6.80 Paints 53,000
Reserves °
Cperating 3 Months of Operating Expenses 65,000
Replacement 39 Units $256 /Unit 10,000
TCAC Fees ® 41,000
Total Financing Costs $845,000
Vi, ITotai Development Costs 29,684 Sf GBA 1Sf GBA $13,958,000 l

$470

Based on Developer estimate; includes a premium for prevailing wage requirement.

Based on Developer's allocation of off-site improvement costs; assumes City approves waiving the Long Beach Boulevard Improvements at a later date.

Based on Developer astimate.

-~ ®m ot oW

50%.

repared by: Keyser Marston Associates, Inc.
Filename: LB & Anaheim - Phase 1- 08.18.10; Pro Forma - 100% Aff; jir; 8/18/2010

Based on Developer's astimates and costs approved by LBHDC Board in February 2010.
Based on Developer's esfimates and reviewed by City staff.

Equal to the amount identified by the Developer; amount is egual to the maximum amount allowed by TCAC.
Assumes a 24-month construction term and a 6-month absorption term; approximately $0 in NQI during absorption; and an average ouistanding balance of



APPENDIX B - TABLE 2

STABILIZED NET OPERATING INCOME
LONG BEACH & ANAHEIM: PHASE | - LIHTC PROJECT
LONG BEACH, CALIFORNIA

.  Gross Residential Income '

Manager's Unit 1 Unit $1,864 /UnitMonth $22,370

VL Ing Redev/Tax Credit @ 30% Median

1-Bedroom Units @ (585-Sf) ) 3 Unit $414 /Unit'Month 14,900

2-Bedroom Units @ (858-5f) 1 Unit $489 /UnitMonth 5,870

VL Ing RedeviTax Credit @ 40% Median

1-Bedroom Units @ (585-Sf) 3 Units $569 /Unit/Month 20,480

2-Bedroom Units @ (858-5f) ) 1 Units $639 /UnittMonth 7,670

VL Inc Redev/Tax Credit @ 45% Median .

1-Bedroom Units @ (585-5f} 2 Units $578 /Unit/Month 13,870

2-Bedroom Units @ (858-Sf} ‘ 2 Units $639 /Unit/Month ' 15,340

VL Inc Redev/Tax Credit @ 50% Median :

1-Bedrcom Units @ (585-Sf) 22 Units $578 /UnitMonth 152,580

2-Bedroom Units @ (858-Sf} -4 Units $639  /UnitMonth 30,670

Laundry/Miscellaneous Income * ] 3%  Units $5  fUnitMonth 2,340

Gross Residential Income 39 Units $286,100

(Less) Vacancy & Collection Allowance 8% Gross Income {14,310)

Effective Gross Income $271,790
1l Operating Expenses * ] _

General Operating Expenses ’ 39 Units $3,826. /Unit $149,220

Property Taxes 39 Units $128 /Unit : 5,000

Activity Fee 39 Units $154 /Unit 6,000

TOD Loan Fee : $2,782,060 TOD Rental Loan 0.42% TOD Rental Loan 11,680

Operating Reserve 39 Units $0 J/Unit -

Replacement Reserve : 39 Units $600 fUnit . 23,400

Total Operating Expenses - 39 Units $5,000 /Unit $195,300
. {Net Operating income $76,490 |

Based on LA County 2010 incomes distributed by HUD/HCD. The rents are based on the more stringent of California Health & Safety Code Section 50053
and rents published by TCAC. Efficient utility allowances per the Long Beach Housing Authority are $52/1-bedroom units and $70/2-bedroom units.

2 Based on Developer's estimates.

Prepared by: Keyser Marston Associates, Inc.
Filename: LE & Anaheim - Phase 1 - 08.18.10; Pro Forma.- 100% Aff; jir; 8/18/2010



APPENDIX B - TABLE 3

FINANCIAL GAP ANALYSIS
LONG BEACH & ANAHEIM: PHASE - LIHTC PROJECT
LONG BEACH, CALIFORNIA

1. - Potential Funding Sources - Construction
Construction Loan

TOD Infrastructure Grant

Infill Infrastructure Grant

AHP Loan

mm o o WP

Deferred Costs |
Total Potential Funding Sources - Construction
1. Financial Gap Calculation - Construction Period

Tofal Development Costs
‘(Less) Total Potential Funding Sources

Tax Credit Equity 156% of Total Tax Credit Equity

$3,700,000
§572,000

-$1,771,000

$1,973,000
$380,000
$656,000

$13,958,000
(9,052,000)

$9,052,600

|Financial Gap - Construction 38 Affordable Units

$129,100 /Affordable Unit

$4,906,000 |

Mi. Potential Funding Sources - Permanent
A.  Supportable Permanent Flnancu_lg
Net Operating Income $76,490 NOI (See Table 2}
Income Available for Mortgage 120 DCR
Interest Rate/Mortgage Constant 7.25% Interest
Supportable Permanent Financing

! B. Tax Credit Equity*

— Gross Tax Credit Value - $4,763,648
Syndication Rale 80.00% /Tax Credit Doilar
% Nei Tax Credit Equity

C. HCD Funds
TOD Rental Loan
TOD Infrastructure Grant
Indill infrastructure Grant
Total HCD Funds

D. AHP Loan
E. Deferred Developer Fee 1 42% Developer Fee
Total Potential Funding Sources - Permanent '
. Financial Gap Calculation - Permanent

Total Development Costs
{Less) Total Potential Funding Sources

$63,742 Debt Service
8.19% Constant

$2,782,000
1,771,000
1,973,000

$779,000

$3,811,000

$6,526,000
$380,000
$555,000

$13,958,000
(12,051,000)

$12,051,000

[Financial Gap - Permanent 38 Affordable Units

$50,200 /Affordable Unit

$1,907,000 |

' Based on Developer's estimate.

2

9.00% Tax Credit raie; and an applicable fraction of 100%.

-Prepared by: Keyser Marston Associates, Inc.
Filename: LB & Anaheim - Phase | - 08.18.10; Pro Forma - 100% Aff; jir; 8/18/2010

$9.88 million eligible basis; a voluntary reduction of $5,803,572 of the ehglb]e basis to maximize evaluation points; a 130% difficult o develop premium; a
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