Project Location
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Sources and Uses

Original Request

SOURCES

Section 108 Guaranteed Loan 5,100,000
Developer Equity (cash) 1,172,234
TOTAL SOURCES $6,272,234
USES

Land and Building Acquisition $3,500,000

Site Work 300,000
Construction Costs 1,280,000
Soft Costs 82,984
Developer Fee -0-

Interest Reserve 114,750
Operating Deficit 127,500
Working Capital 102,000
HUD 108 Interest Reserve 765,000
TOTAL USES $6,272,234

Revised Request

SOURCES

Section 108 Guaranteed Loan
1st Lien Mortgage

Developer Equity (cash)
TOTAL SOURCES

USES

Land and Building Acquisition
Site Work

Abatement & Demolition
Construction Costs

Additional Fees & Soft Costs
Developer Fee

Operating & Construction Reserve
Relocation

HUD 108 Interest Reserve
TOTAL USES

$ 5,300,000
4,786,880
1,000,000

$11,086,800

$ 3,500,000
500,000
300,000

4,071,550
850,000

-0-

901,000
173,250
791,000
$11,086,800
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Credit Enhancement

Three years of interest reserve represents two years
of additional interest reserve to cover interest
shortfall that might occur during the lease up
period

A

W

| partnerships distributions will be escrowed as

additional collateral to pay down loan, if necessary,

nen the permanent loan Is made three years after

stabilization or approximately @ year 5
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Pro Forma Analysis

- Construction commences in 2010 and completed in 2011

- Project reaches rent stabilization in 2012

- Loan to value ratio of 85% meets underwriting guidelines

. Debt coverage of 1.71 exceeds the underwriting guideline of 1.15
- 108 loan paid in five years with permanent loan

= Three years of 108 interest reserve totaling $791,000 will be escrowed @ construction
loan closing

- Additional reserves, operating deficits, and undistributed partnership income of
$1,530,000 will be used to make 108 loan payments of $1,275,000 for the five years until
permanent loan

- The excess of additional reserves, operating deficits, and undistributed partnership
interests after the 108 loan payments for the five year period are made is $795,000 along
with the untapped $791,000 108 loan reserve equal $1,586,000

- At the time of permanent loan conversion, the exposure on the 108 loan is $5,300,000
less $1,586,000 or approx. $3.7M

- Based upon the Net Operating Income @ year 5 capitalized @ 7% discount rate
calculates to a project value of $9.5M

. A permanent loan exposure of $8.1M is equal to a 83% loan to value with permanent loan
take outs ranging from 80% to 85% ensures that the City’s loan will be paid off
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RECOMMENDATION

Recommend $5.3M 108 loan for Courtyards @ La
Reunion for a Call for Public Hearing on
November 9" with a final Council vote on
December 9th
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Next Steps

November 9, 2009 City Council call for Public
Hearing on December 9th

Schedule Community Public Hearing

December 9, 2009 City Council Public Hearing
and final approval for filing of Section 108
guaranteed loan application and walver request to
HUD

Submit Section 108 loan guarantee application
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