DATE: OCTOBER 25, 2004
TO: PASADENA COMMUNITY DEVELOPMENT COMMISSION
FROM: CYNTHIA J. KURTZ, CHIEF EXECUTIVE OFFICER

SUBJECT: AMENDMENT AGREEMENT TO OWNER PARTICIPATION,
PURCHASE, DEVELOPMENT, LOAN AND LEASE AGREEMENT
NO. CDC-517 BETWEEN LOS ANGELES COMMUNITY DESIGN
CENTER AND PASADENA COMMUNITY DEVELOPMENT
COMMISSION FOR THE ORANGE GROVE GARDENS 38-UNIT
AFFORDABLE RENTAL HOUSING PROJECT AT 252-284 E.
ORANGE GROVE BLVD.

RECOMMENDATION

It is recommended that the Pasadena Community Development Commission
("PCDC") take the following actions:

1. Approve the key terms of the Amendment Agreement to Owner
Participation, Purchase, Development, Loan and Lease Agreement No.
CDC-517 (the "Agreement”) as described in this staff report, including:
a) the provision of additional loan assistance in the amount of
$801,000, b) the elimination of the requirement for a payment in-lieu of
property taxes; ¢) the subordination of PCDC's fee interest to the
Citibank construction trust deed loan with full cure rights; d) pledge to
provide supplemental permanent financing in the event Section 8
Project-Based Vouchers are not approved by HUD; e) authorizing the
Chief Executive Officer to take any and all steps necessary to
implement the Agreement as amended.

2. Approve a journal voucher appropriating $801,000 from the PCDC
Housing Opponrtunities Fund for the Orange Grove Gardens projecct.

ADVISORY BODIES

The Northwest Commission, at its meeting on October 12, 2004, unanimously
approved the staff recommendation.

The Community Development Committee, at its meeting on October 14, 2004,
unanimously approved the staff recommendation.

10/25/2004
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BACKGROUND

On November 3, 2003 the Pasadena Community Development Commission
("PCDC"} approved the terms and conditions of Owner Participation, Purchase,
Development, Loan and Lease Agreement No. CDC-517 (“"Agreement”) with the
Los Angeles Community Design Center ("Developer”) for the development of
Orange Grove Gardens, a 38-unit affordable housing complex for families
located at 252-284 E. Orange Grove Blvd. ("Project”).

Under the original terms of the Agreement, the Project site was acquired by
PCDC at a consideration of $1,600,000 and leased to the Developer pursuant to
a ground lease agreement. The Agreement also obligated PCDC to provide the
Developer with loan assistance totaling $510,200 for the development of the
Project and Section 8 project-based rental vouchers for nine (9) dwelling units.
Within the past year, the Developer has successfully applied for and received
over $8.3 miliion in assistance from highly competitive funding sources:

$ 190,000 Federal Home Loan Bank "Affordable Housing Program” loan
1,057,000 Los Angeles County “City of Industry” loan
7,115,000 California Tax Credit Allocation Committee tax credits
$8,362,000 Total

In addition, the Developer has received a commitment of $9.8 million in
constructian financing and approximately $1.4 million in permanent financing
from Citibank.

Unfortunately, during this period, the construction industry has experienced
significant increases in the cost of building materials. Consequently, on
September 9, 2004 the Developer informed the City that the total development
cost of the Project had increased to $12 million (excluding property acquisition
costs) from the $9.3 million cost estimated when the Agreement was approved
one year ago, resulting in a financing shortfall of approximately $2.67 million.
Prior to approaching the City for additional assistance, however, the Developer
reduced the gap by over $1.63 million through a combination of value
engineering, cost reductions, additional deferral of its Developer fee, and
aggressively securing more favorable conventional financing terms and tax credit
pricing. Keyser Marston Associates (*KMA"), PCDC'’s economic consultant,
performed a financial analysis of the Developer's request and determined that
the unmet financing gap for the Project is $1,001,000. The analysis is attached
to this report.

KEY TERMS OF AMENDMENT AGREEMENT

To resolve the $1,001,000 financing gap based upon the KMA analysis, it is
recommended that PCDC provide an amount not to exceed $801,000 in



additional loan assistance to the Developer for Project development costs. With
this additional assistance, the PCDC loan amount for the Project will total
$1,311,200 ($510,200 loan under current Agreement plus additional $801,000).
The key repayment provisions of the PCDC loan, which will have a term of 55
years and bear simple interest at the rate of 3% per annum, will nct be altered
under the proposed Amendment Agreement (the “Amendment”). Annual
payments on the loan will be made from available residual receipts per the
existing terms of the Agreement. According to the KMA analysis, the PCDC loan
is expected to be fully satisfied by Year 47 of the 55-year term.

The balance of the financing gap, $200,000, would be filled by eliminating the
requirement under the present terms of the Agreement that the Developer
contribute an annual payment in-lieu of property taxes ("PILOT") to PCDC.
Under the existing terms of the Agreement, the Developer would have been
required to make an annual PILOT contribution to PCDC in the amount of
$16,700 (subject to 2% annual increases).

The total Project cost is now estimated at $13,420,200:

$ 1.666,000 Property (holding & acquisition)
8,325,200 Direct costs
2,537,000 Indirect costs
891,000 Financing costs

—_— . = =

$13,420,200 Total
The proposed permanent financing for the Project is summarized as follows:

$ 7,115,000 Low Income Housing Tax Credit Proceeds
2,911,200 PCDC direct assistance (property acquisition, project development)
920,000 Primary Conventional Financing
443,000 Secondary Conventional Financing supported by PCDC Section 8
1,057,000 Los Angeles County “City of Industry” Loan
783,000 Deferred Developer Fee
190,000 Federal Home Loan Bank "Affordable Housing Program” Loan
$13,420,200 Total

Citibank has committed to providing over $9.8 million in construction financing
and approximately $1.4 million in permanent financing for the Project. subject to
two conditions to be satisfied at time of loan closing: 1) PCDC subordination of
its fee interest in the subject property to their trust deed construction loan in the
event of foreclosure during construction: and 2) a pledge of supplemental
permanent financing in the event that the nine (9) Section 8 Project-Based
vouchers committed by PCDC to the Project are not approved by HUD. With
respect to these conditions, staff recommends as follows:



a) Subordination of PCDC fee interest to the Citibank trust deed construction
loan in the event of foreclosure during the construction period subject to PCDC
having full cure rights during both the construction and permanent financing
periods, and PCDC retaining approval rights over Developer's construction
draws.

b) Provide the required pledge, which shall be shared equally by PCDC and
Developer. The pledge shall terminate immediately upon HUD approval of the
Section 8 Project-Based vouchers. Any PCDC permanent financing provided
pursuant to this pledge will be secured by a trust deed loan underwritten in
accordance with similar terms contemplated for the Citibank conventional
financing. In staff's estimation, the likelihood that HUD would not approve the
Section 8 voucher commitment prior to completion of the Project is very low.

In addition to the key financing terms discussed above, it is anticipated that the
Amendment will include clarification of provisions in the Agreement and/or
modifications which are technical in nature.

The additional loan assistance proposed brings the PCDC financial investment in
the Project to a total of $3,354,200. This amount consists of $1,600,000 for
property acquisition; $1,311,200 in loan assistance; and Section 8 project-based
vouchers for nine {9) units with a present value of $443 000. This equates to a
PCDC subsidy of approximately $88,300 per unit for family rental housing, and
compares favorably to local subsidy levels for other similar affordable rental
housing praojects in the Los Angeles county area (e.g., Mercy Housing project in
Los Angeles - $98,000 per unit; L. A. Family Housing project in Los Angeles -
$108,000; Jamboree Housing project in Long Beach - $113,000; Community
Corporation project in Santa Monica - $123,000).

PROJECT STATUS

The Project received final design approval from the Design Commission on
September 13, 2004 and is currently in plan check. Pursuant to the State tax
credit regulations, the Developer is required to commence construction on the
Project by November 15, 2004, otherwise the tax credit award will be rescinded.
PCDC approval of the subject recommendation will enable the Developer to
move the Project into construction by this deadline. The Developer is a nonprofit
housing spansor with a distinguished record of building quality affordable housing
developments in Southern California.

FISCAL IMPACT

Approval of the subject recommendation will result in a reduction in the PCDC
Housing Opportunities Fund balance by $801,000. In addition, the Developer



would not be required to make an annual PILOT payment to PCDC, which
amounts to $16,700, subject to 2% annual increases.

Respectfully submitted,

ynthia J.

Chief Executive Officer
Prepared by:
e5 Wong
Project Manager
Reviewed by: Approved by;

s D

e Robinson, Administrator
ng and Community Plannj
evetapment Division

Rruckner, Director
1 Development Department
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To: Greg Robinson, Housing Administrator Sax g
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Pacl C. Marca
. Nan FRaNISU
From: Kathleen Head A
Timothy  Kelly
Kare Larle Funk
Date: QOctober 19, 2004 ate Farle Fun

NDekbie M. Kern
Robert ] Wetmore

Subject: Orange Grove Gardens Apartments:
HOME Layering Analysis

Al your request, Keyser Marston Associates, Inc. (KMA) prepared a layering review for a 38-unit
apartment project (Project) proposed to be developed on a 1.16 acre site located at 252-284
East Orange Grove Boulevard {Site}. The Prgjact will be developed by the Los Angeles
Community Design center (Developer), and will be subject to long-term income and affordability
restrictions. The purpose of the KMA analysis is to estimate the amount of public assistance
warranted by the Project, and to identify the funding sources that will be used to fill the Project’'s
financial gap.

EXECUTIVE SUMMARY

The Project includes 38 two- and three-bedroom units and 69 parking spaces. All 38 units will
be rented to very-low income households with incomes ranging from 30% to 50% of the Los
Angeles County median {(Median) income. The Project will receive funding from the following
sources:

1. Conventional long-term financing;
2. The competitively awarded 9% Low Income Housing Tax Credits (Tax Credits);
3. City of Industry loan funds distributed by the Los Angeles County Community

Development Commission (Industry Funds),

4. An Affordable Housing Program grant awarded by the Federal Home Loan Bank {(AHPY);
and

CHEFRRATING 30 YEARS OF SERVICE 76 (QUR CLIENIS
040904 1; PAS;KHH gbd
17206.003/011



To: Greg Robinson, City of Pasadena October 19, 2004
Subject: Orange Grove Gardens Apartments: HOME Layering Analysis Page 2

5. A deferral of 72% of the “Developer Fee" amount that is included in the Project's
development cost budget.

The Pasadena Community Development Commission (Commission} will fill the financial gap
between the Project costs and the available outside funding sources. The Commission
assistance will be derived from the following sources:

1. The Site was purchased received with HOME Program funds provided to the
Commission by the United States Department of Housing and Urban Development
{HUD). The Site will be ground leased to the Developer with the payments based on the
cash flow generated by the Project.

2. HUD Project Based Section 8 rental assistance funds will be provided lo nine units over
at least a 10-year term.

3. The Commission's direct financial contribulion will be derived from the following sources:
a. HOME Program funds;
b. Property tax increment funds received by the Pasadena Redevelopment Agency

{80% Funds); and

c. Other funding sources such as in-lieu fees revenues from the City of Pasadena
(City) Inclusionary Housing Ordinance, or State Matching funds that were
recenlly received by the Commission.

The Project has already been awarded Tax Credits, [ndustry Funds and AHP funds. Thus, all
the competitively awarded sources proposed to be used for the Project are now available for

use. The following analysis identifies the suppenrable amount of Commission financing. The

results of the analysis can be summarized as follows:

1. Supportable Commission Financial Assistance:

a. The cost to acquire the Site totaled $1.6 million. The Site will be ground leased
to the Project at a nominal cost.

b. The commitment to provide Project Based Section 8 assistance to the Project
has a value of approximately $443,000.

c. The remaining gap between the estimated Project costs and the available
outside funding sources totals $1.31 million,

CEERRATING 30 YEARY OF SERVICE 16 OUR CLIEYTS
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To: Greg Robinson, City of Pasadena Qctober 19, 2004
Subject: Orange Grove Gardens Apartments: HOME Layering Analysis Page 3

2. HUD establishes subsidy limits based on the number of bedrooms included in the units
that receive HOME Program assistance. Based on the 2004 limits, and the amount of
HOME Program assistance being provided, at least 11 units must be designated as
HOME units.

3. The Project will be subject to Stale of California prevailing wage requirements. As the
assistance package is proposed to be structured, the Project will not be subject to
federal Davis Bacon wage requirements. However, if more HOME Program assistance
is provided than is currently anticipated, it is possible that Davis Bacon wage
requirements will also be triggered.

FINANCIAL ANALYSIS

KMA prepared a pro forma analysis t¢ estimate the amount of Commission financial assistance
required o make the Project financially feasible. The pro forma is presented at the conclusion
of this memorandum, and is organized as follows:

Table 1 Estimated Construction Costs

Table 2: Net Operating Income

Table 3: Supportable Commission Assistance Calculation
Table 4: Commission Assistance Sources

Table 5: HOME Program Units Calculation

Estimated Construction Costs (Table 1)

The Developer obtained a construction cost bid for the Project from Dreyfuss Censtruction; the
bid is based on the assumption that both Davis Bacon and State prevailing wage requirements
will be imposed on the Project.’ The KMA direct cost estimates are based on the Dreyfuss
Construction September 2, 2004 bid, and KMA independently estimated the indirect cost and
financing costs for the Project. The construction costs are estimated as follows:

1. Direct Construction Costs ?

a. The City's Planning Department has identified the off-site improvements that will
be required to serve the Project. The costs for these improvements are
estimated at $61,000.

' HUD imposes Davis Bacon wage requirements on projects with more than 11 HOME units. The State
of California imposes Satle prevailing wage requirements on projects with multipte assistance sources,

? The direct construction costs include a 13% allowance for contractors’ fees; a 3% allowance for
construction bonds and insurance; and a 10% direct cost contingency allowance.

CELFBRATING 30V YEARS OF SERVICE T0 (U8 ULIENTY
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To: Greg Robinson, City of Pasadena Qctober 19, 2004
Subject: QOrange Grove Gardens Apartments: HOME Layening Analysis Page 4
b. The on-site improvement and landscaping costs are estimated at $438,000, or
approximately $8 60 per square foot of land area.
c. The costs to build a one-level parking structure are estimated at $870,000, or
$12,600 per space.
d. The building costs are estimated at $7.11 million, or $152 per square foot of
gross building area.
2. Indirect Costs
a. The architecture, engineering and consulting fees. and taxes, legal and
accounting fees are estimated at 8% and 3% of direct costs, respeclively.
b. The public permits and fees costs are estimated at $212,000 or $5,600 per unit.
c. The Developer estimated the insurance costs at $108,000, which equals $2,800
per unit.
d. The marketing and leasing costs are estimated at $19,000, or $500 per unit.
e. The Developer Fee is sat at $1.09 million, which equals 10% of the applicable
Tax Credit basis. This is below the 15% of tax credit basis maximum that is
allowed by the Tax Credit Allocation Committee (TCAC).
f. An allowance equal to 5% of the indirect and financing costs are provided as a
contingency allowance.
3. Financing Costs
a. KMA estimated the construction period interest costs at $562,000, based on the

following assumptions:

R The construction loan amount is set equal to the construction costs minus
the assistance sources available during construction and the costs that
can be deferred until after construction is completed.

ii. It is estimated that the average outstanding balance on the construction
loan will be 60% over life of the construction period.

iii. The construction loan is anticipated to carry an average interest rate of
7%.

CLLEBRATING 30 YEARN OF SFRVICE TU QUR CLiEn1s
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To: Greqg Robinson, City of Pasadena October 19, 2004
Subject: Orange Grove Gardens Apariments: HOME Layering Analysis Page 5

b. The financing fees are estimated at $174,000, which equals 1.5 points on the
construction loan and 2.0 points on the permanent financing.

c. A $78,000 capitalized reserve account is assumed to be funded during
construction.

d. The TCAC fees are estimated at $§77,000.
The total construction costs are estimated at $11.98 million. This equates to $315,200 per unit.
Net Operating Income (Table 2)

Revenues

The Project is receiving Tax Credits, Industry Funds, HOME funds, and HUD Project Based
Section 8 rental assistance, each of which impose specific income and affordability restrictions.
Recognizing that the Project must comply with the strictest income and affordability restrictions
imposed by any of the programs, the Prgject will include the following unit mix;

Two- Three- ]
Bedroom Units Bedroom Units Total
Manager's Unit 1 0 1
i 30% of Median 2 2 4
: 45% of Median 4 2 6
. 50% of Median 11 16 27
| Total o 18 20 38

The rents for all the units comply with the requirements imposed by the various funding sources.
In addition, the units restricted at 30% and 45% of the Median meet the requirements imposed
by the replacement housing and inclusionary housing production obligations defined in
California Health and Safety Code Sections 33413 (a) and (b). The rents allowed in 2004, net
of the appropriate utility allowances, are as follows:®

Two- Three-
Bedroom Units Bedroom Units
Manager's Unit $0 N.A. |
30% of Median $334 $385 |
45% of Median $535 $617
50% of Median $602 3664

? The monthly utility allowances are $68 for two-bedroom units and $79 for three-bedroom units.

CLLEBRATING 30 YEARS OF SERVICE ter (0 R CLIENTS
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To: Greg Robinson, City of Pasadena October 19, 2004
Subject: Orange Grove Gardens Apariments: HOME Layering Analysis Page 6

The Commission will designate nine of the units as Project Based Section 8 units. The Section
8 assistance for these units will be set al the difference between the “Fair Market Rents”
established by the City in June 2004, and the allowable income restricted rents. In 2004, the
Section 8 assistance amounts are:

Number of Maonthly

; Units Assistance
: Two-Bedroom Units
I 30% of Median 2 $687
| 45% of Median 3 $486
| Three-Bedroom Units

30% of Median 2 $993

45% of Median 2 $761

The gross rental income is estimated at $264,700, and the Project Based Section 8 assistance
is estimated at $76,100. When $2,300 per year in laundry and miscellaneous income is
included, the gross income for the Project is estimated at $343,100. The gross income is then
reduced by a 5% allowance for vacancy and collection expenses, which results in $325,900 in
effective gross income (EGI).

Expenses
The annual operating expenses for lhe Project are estimated as follows:

1. The annual general operating expenses are estimated at $3,.400 per unit.

2. KMA has assumed that the Developer will apply for the property tax abatement that is
accorded o nonprofit organizations that own very-low and low income apartment units.
In addition, KMA has been instructed to assume that no properly tax in-lieu payment
{PILOT) will be assessed by the City.

3. A reserve for future operating losses is provided. The contributions to this fund are set
at 3% of EGI annually.

4, A $300 per unit per year allowance is provided to fund a reserve for future capital
repairs.
5. The Project must provide supportive services to the residents. The costs that can be

funded out of the Project's operating budget are limited to $10,000 in the first year,
increasing at an inflationary rate thereafter.

The total annual operating expenses are estimated at $160,400. This equates 1o $4,220 per
unit.

CLLEBRATING JO YUARS OF SERVICE TCHINR CLIENTS
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To: Greg Robinson, City of Pasadena October 19, 2004
Subject: Orange Grove Gardens Apartments: HOME Layering Analysis Page 7

Net Operating Income

Nel operating income {NOI) is typically equal to the EGI minus the operating expenses.
However, in this case, the Project Based Section 8 assistance is only guaranteed to be provided
over a 10-year term. Thus, it is necessary to separate the NOI generated by the income
restricted rents from the rental supplement provided by the Section 8 Program. Based on the
2004 estimates, the results can be summarized as follows:

Base Section 8

Income Assistance
" Gross Revenue $267,000 * $76,100
! (Less) Vacancy & Collection Allowance (13,400} (3,800)
EGI $253,600 $72,300
(Less) Operating Expenses {160,400) N.A.
NOI $93,200 $72,300

Supportable Commission Assistance Calculation (Table 3)

The supportable Commission assistance is estimated by deducting the available outside funding
sources from the Project costs. These funding sources are comprised of the following:

1. KMA estimates that tha Project can oblain $920,000 in permanent financing. The
underwriting assumptions include:

a. NOI of $93,200;

b. A 115% debt service coverage ratio;
C. An 8% interest rate, which equates to an 8.81% mortgage constant; and
d. A 30-year loan term.
2 The Project received 9% Tax Credits in the competitive process, and the Developer has

entered into a syndication agreement for the credits. KMA estimates that the net Tax
Credit proceeds total $7.11 million, which represents a pay-in equal to $.96 per dollar of
gross Tax Credit proceeds.

3 The Project has been awarded a $1.06 million in Industry Funds loan.

4 . . .
Includes rent income plus laundry and miscellaneous income.

CELESRATING 30 FEARS OF SERVICE TO OUR CLIENTS
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To: Greg Rabinsan, City of Pasadena October 19, 2004
Subject: Orange Grove Gardens Apariments: HOME Layering Analysis Page 8

4. The Project has been granied $190,000 in AHP funds.

5. The Developer will defer $783,000 of the “Developer Fee" included in the Project’s
budget. This equates to 72% of the total fee; the deferred fee will be recouped from the
Project’s cash flow over lime.

The available outside funding sources total $10.07 million. The Project’s resulting financial gap
is calculated as follows.

Available Funding Sources $10,065.000 |
Costs |
Estimated Construction Costs ($11,977,000)
Site Acquisition Costs {1.600,000)
Value Engineering Cost Savings 158,000
Net Costs {$13,419,000)
. Financial Gap $3,354,000

Commission Assistance Sources {Table 4)

The Project demonstrates the need for $3.35 million in Commission assistance ta achieve
financial feasibility. This assistance is proposed to be provided from the following sources,

1. The Commission has committed 1o provide Project Based Section 8 rental assistance to
nine units in the Project for at least 10 years. KMA estimates that this commitment can
secure approximately $44 3,000 in conventional financing with a 10-year amoriization
period.

2. The Commission has dedicated $1.91 million in HOME Program funds o the Project.
The HOME funds are being put (o the following uses:

a. $1.6 million was used to acquire the Site; and
b. $310,000 has been earmarked for direct financial assistance to the Project.

3. The Agency provided the Commission with $200,000 in 80% funds to contribute to the
Project.

4. The Project exhibits an $801,000 gap for which Commission funding sources have not

yet been identified. It is anticipated that the Commission will use Inclusionary Housing
In-tieu Fees and/or State Matching funds to fill this gap.

CELLRRATING 30 YEARS OF SERVICE 103 (R CLIENIN
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To: Greg Robhinson, City of Pasadena Cctober 19, 2004
Subject: Orange Grove Gardens Apartments: HOME Layering Analysis Page 9

HOME Units Calculation (Table 5)

HUD establishes two tests for quantifying the number of designated HOME units that must be
included in the Project. These tests can be described as follows:

1. The base test calculates the minimum number of HOME units based on the percentage
of total costs that are funded with HOME Program assistance. The calculation for the
Project is:

a. $1.91 million in HOME Program assistance is being provided.

b. The Project costs are estimated at $11.88 million.

o The HOME Program assistance equals 16% of the Project costs.

d. The Project includes 38 units.

e. 16% of the 38 unit Project equals six units, so at leasl six units must be

designated as HOME units.

2. HUD establishes subsidy limits for projects based on the number of bedrooms included
in the assisted units. The subsidy limit test for the Project can be described as follows:

a. As of January 1, 2004, the HOME subsidy limits in Los Angeles County are
$151,318 for two-bedroom units and $195,751 for three-bedroom units.

b. KMA allocated the $1.91 million in HOME Program assistance based on the unit
mix in the Project. This results in $804,700 allocated to two-bedroom units and
$1.01 million allocated to three-bedroom units.

C. Based on the identified subsidy limits, the Project must include at least six two-
bedroom units and five three-bedroom units. The HOME units derived from this
methodology total 11 units.

The two tests generale an obligation to provide six units and 11 units, respectively, To adhere
ta both the HOME unit designation requirements, it will be necessary to designate at least 11
units as HOME units. Based on the KMA analysis, the requirement should be met with five two-
bedroom units and six three-bedroom units.

The HOME Program alsc requires at least 20% of the units assisted with HOME funds to be
affordable to very-low income households, and the balance of the HOME designated units to be
reserved for low income households. Given that all 38 units in the Project will be restricted to
very-low income households, the Project meets this HOME Program requirement.

CECEBRATING 30 YEARY (8 SERVICE Sy OUR CHENTS
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To: Greg Robinson, City of Pasadena October 19, 2004
Subject: Orange Grove Gardens Apartments: HOME Layering Analysis Page 10

CONCLUSIONS
The results of the KMA layering analysis can be summarized as follows:

1. The Project has an estimated financial gap of $3.35 million, or approximately $88,300
per unit. The Commission is propasing to fill this gap using a variety of funding sources,
including $1.91 million in HOME Program funds.

2. The Commission is proposing to allocate nine Project Based Section 8 units and $1.91
million in HOME Program funds to bridge a portion of the Project’s financial gap. These
contributions are warranted by the Project economics.

3. If $1.91 million in HOME funds are contributed to the Project, at least 11 units must be
designated as HOME units.

4, The Project fulfills the income and affordability requirements imposed by HUD. In
addition, the income and affordability restrictions will be imposed over a 99-year lerm,
which exceeds the covenant requirements imposed by the HOME Program guidelines.

CFLFBRATING 3 YEARS €0F SERVICE YO UM R CLIENTS
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TABLE 1

ESTIMATED CONSTRUCTION COSTS

37 VERY-LOW INCOME UNITS AND 1 MANAGER'S UNIT

SEPTEMBER 2004 ANALYSIS
ORANGE GROVE APARTMENTS
PASADENA, CALIFORNIA

I.  Property Costs '

Demolition $19,000
Environmental 47,000
Total Land Assemblage Costs $66,000
Il. Direct Costs
Of-Site Improvements ° $61.000
On-Site Improvements * 50,754 Sf Land $8.60 /sf 438,000
Parking > 69 Spaces $12.600 /Space 870,000
Building Shell 3 46,800 SfGBA 152 st 7.114.000
Total Direct Costs 38 Units $223,200 /Uni $8.443,000
ill. Indirect Costs
Architeciure, Engineering & Consulting 8.0% Direct Cost $679.000
Permits & Fees? 38 Units $5,570 /Unit 212,000
Taxes. Legal & Accounting 3.0% Direct Cost 254,0C0
Insurance ' 38 Units $2.840 /Unit 108,000
Marketing/Leasing 38 Units §500 AUnit 19,000
Developer Fee’ 11% Applicable Tax Credit Basis 1,093,000
Contingency 5.0% Ind + Fin Cost 172,000
Total Indirect Costs 38 Units $66,800 /Unit $2.537.000
IV. Financing Costs
Land Loan Interest ' $151,000
Interest During Construction 5 $9,776.000 Loan 7.00% Interest 411,000
Loan Origination Fees
Construction Loan $9,776,000 Loan 150 Paints 147,000
Permanent Loan $1,363,000 Loan 200 Points 27,000
Capitalized Reserve Account' 78,000
Tax Credit Costs/City of Industry Monitoring ' 77,000
Total Financing Costs 38 Units $23.400 /Unit %891,000
V. lTotaI Construction Costs 38 Units $315,200 /Unit 51 1.977.0@'

' Based on Developer estimate.

? Based on the City's estimate.

3

Based on Dreyifuss Construclicn bid dated 9/2/04. Assumes prevailing wage requirements will be imposed on the Project. Budget

includes a 13% allowance for contractor overhead, general conditions, & profit; a 3% allowance for construction bonds & contractor
insurance; and a 10% direct cost contingency allowance.

tn

costs minus the assistance funds available during construction and lhe deferred costs.

Prepared by Keysar Marsion Assoccates. tnc.
Fre Name: 10_19_D4_0G, Pf 10/19/2004

Equal to the lesser of 15% of the applicable tax credit basis; or the amount identified by the Developer.
12 month construction period. Avg outstanding balance is sef at 60% The construction loan amount is equal to the construction



TABLE 2

NET OPERATING INCOME

37 VERY-LOW INCOME UNITS AND 1 MANAGER'S UNIT
SEPTEMBER 2004 ANALYSIS

ORANGE GROVE APARTMENTS

PASADENA, CALIFORNIA

Income '
Manager 1 Unit @ $0 /Month %0
Redevelopment, HOME & Industry VL Ing/Tax Credit @ 30% Median ?
Two-Bedroom 2 Units @ $334 /Month 8,000
Three-Bedroom 2 Units @ 3385 /Month 9,200
Redevelopmeni, HOME & Industry VL Inc/Tax Credit @ 45% Median z
Two-Bedreom 4 Units @ $535 /Month 25700
Three-Bedroom 2 Units @ $617 Month 14,800
HOME & Industry VL Inc/Tax Credit @ 50% Median 3
Two-Bedroom 11 Units @ $602 /Month 79,500
Three-Bedroom 16 Units @ $664 Month 127,500
Section 8 Supplement *
Two-Bedroom @ 30% Median 2 Units @ $687 /Month 16,500
Three-Bedraom @ 30% Median 2 Units @ $993 /Month 23,800
Two-Bedroom @ 45% Median 3 Units @ $486 /Month 17,500
Three-Bedraom @ 45% Median 2 Units @ $761 /Month 18,300
Laundry/Miscellanecus Income 38 Unils @ $5 /Month 2.300
Gross Income $343,100
({Less) Vacancy and Callection 5.0% Gross Income (17.200)
Effective Gross Income $325,900
Operating Expenses
General Operating Expenses 38 Units @ $3,400 /Unit $129.200
Property Taxes ° 38 Unitls @ $0 {Unit 0
QOperating Reserve 3% EGI 9.800
Capital Reserve 38 Units @ 2300 /Unit 11,400
Resident Services 10,000
Total Qperating Expenses 38 Units @ $4.220 /Unit ($160.400)
n. [Net Operating Income $165.500_|

' All rents are net of the following utilities allowances: Two-Bdrm $68; and Three-Bdrm $79.

2

5

Based on Los Angeles County 2004 incomes distributed by HUD; the redevelopment rents allowed by California Health & Safety
Code Section 50053; the Low HOME Rents; the rents published by Los Angeles County for the Industry Program; and the Tax

Credit rents published by TCAC.

Based on Los Angeles County 2004 incomes distributed by HUD; the Low HOME Rents; the rents published by Los Angeles
County for the Industry Program; and the Tax Credit rents published by TCAC.

Equal to the difference between the June 2004 FMRs of 51,021 for 2-bdrm units and $1,378 for 3-bdrm units; and the allowable

income restncled rent for the applicable units in 2004,

Based on the assumption {hat the Developer receives the property tax abatement accorded to nonprofit housing organizations that

own very-low and low income rental units.

Prepared by Keyser Marston Associates. Inc.
Fle Name: 10_19_0D4_CG. P1. 10/19/2004



TABLE 3

FINANCIAL GAP CALCULATION

37 VERY-LOW INCOME UNITS AND 1 MANAGER'S UNIT
SEPTEMBER 2004 ANALYSIS

ORANGE GROVE APARTMENTS

PASADENA, CALIFORNIA

I Available Funding Sources
A. Conventional Financing - Base Income '

Net Operating Income $93,200
Avail for Debt Service @ 115% Coverage $81,000
Interest Rate/Mortgage Constant 8.00% Interest

Total Supportable Debt

8.81% Constant

$920,000
B. Low Income Housing Tax Credit Proceeds ’
Gross Tax Credit Value $7.411.000
Oiscount to Market Value 96.00%
Net Tax Cradit Value $7.115,000
C. City of Industry Loan 38 Units $27.816 fUnil $1,057.0C0
D. AHP Grant 38 Units $5,000 /Unit $190.000
E. Deferred Developer Fee ° $783,000
Total Available Funding Sources $10,065,000
. Financial Gap Calculation
Total Available Funding Sources $10.065,000
{Less) Construction Casts (11.977.,000)
{Less) Land Acquisition Costs (1,600,000)
Plus: Value Engineering Cost Savings * 158,000
{Financial Gap 38 Units $88,300 /Unil (53.354.()@

"Base Income” equals NCI minus the effective gross income generated by the Section 8 Supplement.
$10.6 million eligible basis (including a 130% difficult to develop premium); an 8.10% tax credit rate; and an applicable fraction of

100%. The calculation assumes Ihat the Developer forgos $939.200 of gross Tax Credit value to maximize the points received in

the TCAC application third tie-breaker.

The deferred amounlt is not being included in the Tax Credit basis, because it is not projected to be repaid within 13 years. The

Developer is proposing to use a portion of the deferred fees to recoup the $92,000 of land carrying costs that were excluded by the

City.

Based on Developer estimates.

Frepared by Keyser Marstan Assotiates, Inc.
Fiie Name: 10_18_04_0OG, Pf. 10/18/2004



TABLE 4

COMMISSION ASSISTANCE SOURCES

37 VERY-LOW INCOME UNITS AND 1 MANAGER'S UNIT
SEPTEMBER 2004 ANALYSIS

ORANGE GROVE APARTMENTS

PASADENA, CALIFORNIA

}.  Conventional Financing - Section 8 Supplement '

Effective Gross Income $72.300
Avail for Debt Service @ 115% Coverage $62,900
Interest Rate/Mortgage Constant 7.45% Interest 14.21% Censtant
Total Supportable Debt $443,000
Il. HOME Program
Commission Land Acquisition $1.600.000
Porticn of Commission Loan Amount ° 310,000
Total HOME Program Funds $1.910,000
. 80% Property Tax Increment $200,000
I¥. Other Funding Sources ? 3801000
V. |Total Commission Assistance Sources $3.354.000
Commission Land Acquisition $1.600,000
Project Based Section B Assistance 443,000
Direct Financia! Contribution 1,311,000

' Assumaes the Section 8 Supplement is provided for a guaranteed term of 10 years,

2 . .
The funds were drawn from a loan provided by Fannie Mae. The repayment source for this porticn of the Fannie Mae 1oan is

HOME funds.

% Could be provided from Inclusionary Housing In-lieu Fees or Stale Match funds. Will not be provided from propery tax increment

housing set-aside funds.,

Prepared by: Keyser Marston Associates, Inc.
File Namea. 10_19_04_0G, Pf. 10/19/2004




TABLE S

HOME PROGRAM UNITS CALCULATION

37 VERY-LOW INCOME UNITS AND 1 MANAGER'S UNIT
SEPTEMBER 2004 ANALYSIS

ORANGE GROVE APARTMENTS

PASADENA, CALIFORNIA

I Assumptions:

A. Total HOME Program Assistance $1.910,00C

B. HOME Program Subsidy Limits/Unit
Two-Bedroom Units $151,318 /Unit
Three-Bedroom Unils $195751 /Unit

. Required HOME Units

A. HOME Units {Base Calculation) ' $1.910.00¢ Assistance 311,977,000 Costs 6 Units

B. Maximum Subsidy Limits Methodology
Two-Bedroom Units $904,700 Allocalion $151,318 /Unit 6 Units
Three-Bedroom Units $1,005,300 Allocation $185.751 /Unit 5 Units
Total Units 11 Units
. [Minimum Number of HOME Units Required 11 Units

' The first step in the calculation is to divide the total HOME assistance by the total land acquisition and construction costs. This
percentage is then multiphed times the total units in the project. The result s the number of HOME units required by the HUD
calculation methodology.

Prepared by: Keyser Marstion Associates, Inc
Filg Name: 10_19_04_0G; Pf, 10/19/2004



TABLE 6

CASH FLOW FROJECTION
ORANGE GROVE APARTMENTS
PASADENA, CALIFORNIA

Vi

Gross Income '
Very-Low Income Units

Net Section & Supplement®
Laundry/Misc income
Gross Incoma
(Less) Vacancy & Collection
Effective Grass Income

Operating Expenses

General Operating E:(mzmses1
Praperty Taxes®
Opetating Reserve®
Capital Reserve®
Resident Services*
Total Operating Expenses

Net Operating Income
(Less) Debt Service
Base Income
Seclon 8 Supplement
Net Income After Debt Service

{Less) Assel/Partnership Management & Audit Fees’

Net Income Avallable After Debt Service + Fee
Plus: Operating Reserve Contribution

Net Income After Operating Reserve Contribution

Operating Expenses, Debt Service & Fees as % EGI

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8
$264.700 3271318 $278,100 $285,053 $292179 5299,484 $306,971 $314,645
76,100 78,764 81520 84,373 A7.327 50,383 93,546 96,820
2,300 2.381 2,464 2.550 2639 2.732 2827 2926
$343,100 $352.462 $362,084 $371.976 $382,145 $392,508 $403,344 $414,392
{17,185) (17.623) (18,104} {18,599} (19,107 (19,630} (20,167 {(20,720)
$325,945 $334,838 $343 980 $353.378 $363,038 $372,968 §383.177 5393672
($129.200) ($133,722) ($138.402) (5142,246) {$148.260) ($153.449) ($158.820) ($164,378)
o] 0 0 Q 1] 0 [t} 0
9.778) (10.045) (10,319} (10.601) (10,891} {11,189) (11,495) (11,810)
(11.400) {11,400} (11.400) (11.400) {11.400) (11.400) {11,400} (11.,400)
(10,000) (10,350) (10,712) {11,087} (11,475) (11.877) {12,293 {12,723}
$160.378) {$165.517) {5170.834) {$176.335) ($182.026) ($187.915) {$194 008} {$200,311)
$165,567 5169321 $173.146 $177.043 $181.011 $185,053 $189.170 $193,361
($81.721) ($81.721) (581,721) (581,721} ($81,721) ($81,721) ($681,721) ($81.721)
(64,392} (64,392} {64.392) (64,3923 (64,392} (64,392) (64,392) (64,392)
$19.454 $23.208 $27.033 $30.930 $34.899 $38,941 343,057 $47,248
(10,000) (10,350) {10,712} (11,087} (11,475} [11.877) {12,293 (12,723
$9 454 $12.858 $15,321 $19.843 $23.423 $27.064 £30,764 $34.525
Q 0 ] g 4] 0 0 g
$9.454 $12.858 $16,221 $19.843 $23.423 $27,064 $30,764 $34,525
97% 96% 95% 84% 84% 93% 32% 1%

? Agsumes thal the funds are contrbuted annually for 30 years; the
annuat increase 1s set at 103 50%/year.

i}

<

5

3

i

102 5%yt

Increased at 103 5%/year

Assumes that property tax abatemenl is obtained by the Developer
Equal to 3% EGI to an accumulated balance cap of $250.000.
Set at a fixed amount of $300/unit per year

The Fees are sef at the lesser of the availadle cash flow plus funds in
the operating raserva, or $10,000 1in Year 1 increasing at 103.5%/year
Net Section B Supplemant lunds are excluded from the equation

Prepared by Keyser Marston Asspciates. Inc
File Name 10_19_04 OG, Cf, 10:19:2004



TABLE 6

CASH FLOW PROJECTION
DORANGE GRDVE APARTMENTS
PASADENA, CALIFORNIA

Vi

Gross Income '
Very-Low Income Units
Net Section 8 Supplement®
Laundry/Misc. Income
Gross income
(Less) Vacancy & Collection
Effective Gross Income

Operating Exponses
General Operaling Expanses’
Property Taxes”
Operating Reserve’
Capital Reserve®
Residert Services*
Total Operating Expenses

Net QOperating Income
{Less) Debt Service
Base Income
Secton 8 Suppfement
Net Income After Debt Service

{Less) Asset/Partnership Management & Audit Fees’

Net Income Available AHar Debt Service + Fee
Plus: Operating Reserve Contribution

Net Income After Operating Reserve Contribution

Operating Expenses, Debt Service & Feas as % EGI

Year 9 Year 10 Year 11 Year 12 Year 13 Yaar 14 Year 15 Year 16
$322.511 £330.574 $338.838 $347.309 $355,992 $364,892 $374.014 $383,365
100,209 103.716 107,347 111,104 114,992 119,017 123.183 127,494
3.02% 3,135 3,244 3,358 3,475 3,597 3723 3853
$425,749 $437.425 $449,429 461,771 $474,460 %487 506 $500,920 $514,712
21,287) 21,871 (22471) (23,0989} {23,723} (24,375} {25.046) (25,736}
$404 462 $415.554 $426.958 $438.682 450,737 463,131 3475874 $480. 976
(3170132} {$176.086) [$182,249) ($188,628) ($195,230) ($202.063) ($209,135) ($216.455)
¢] o o} a i 4} G 4]
12,134} {12,467) (12,809) (13,160 {13.,522) (13,894) (B,284) [
{11,400} {11.400) {11.400) (11,400) {11.400) (11,400) (11.400) (11,400}
{13,168) {13,629 {14,106) {14,600) {15,111} (15,640) {16,187) (16,753)
($206,834) ($213,582) ($220.564) 15227,788) ($235.263) ($242,997) (5245.007) ($244.609)
$197,628 $201,972 $206,3%4 $210,894 $215474 $220.134 $230,867 $244,368
1581,721) ($81,721) (581,721) {581,721 (881,721) ($81.721) ($81.721) (381,721}
(64,392) {64,362 ] 0 0 0 ] Q
£51.515 $55.859 $124 673 $129.173 $133.753 5138,413 5149, 146 $5162,646
13,168) {13,629} 14,10€) {14,600} {15.111) {15,640} 16,187 (16,753
$38,347 $42,230 110,567 £114 573 £118 642 $122773 $132,959 $145.893
Q g 0 a 0 Q 0 Q
538,347 $42.230 $110,567 $114.573 $118,642 £122.773 $132959 $145,893
91% 90% 4% T4%, 74% 73% 2% 70%

1

2

1
4
1
E

H

102.5%/tyr.

Assumes that lhe funds are contrbuted annually for 30 vears: the
annual increase is set at 103.50%/year.

Increased at 103.5%/year.

Assumas that property tax abatement is obtained by the Developer
Equal to 3% EGl 1o an accumulated balance cap of $250,000
Set al a fixed amount of $300/unil per year

The Fees are sel al the lesser of the available cash flow plus funds in
the operating reserve, or $10,000 in Year 1.increasing at 103 5%/year.
Net Section 8 Supplement funds are excluded from 1the equation.

Prepared by Keyser Marston Associates. Inc
Fde Name 10_19_04_0G, Cf; 10:/19/2004



TABLE &

CASH FLOW PROJECTION
ORANGE GROVE APARTMENTS
FASADENA, CALIFORNIA

LR

Gross Income '
Very-Low Income Units
Net Saction B Supplement?
Laundry/Misc. Income
Gross Income
{Less) Vacancy & Collection
Effective Gross Income

Qoerating Expenses
General Cperatmg Expenses’
Property Taxes"
Operating Reserve’
Capial Reserve®
Resident Services”
Total Operating Expensas

Net Operating Income
(Less) Debt Service
Base Income
Section 8 Supplement
Net income After Debt Service

{Less) Asset/Parnership Managemant & Audit Fees’

Net income Available After Debt Service + Fee
Plys: Operating Reserve Contribulion

Net Income After Operating Reserve Confribution

Operating Expenses, Debt Service & Fees as % EGI

Year 17 Year 18 Year 19 Year 20 Year 21 Year 22 Year 23 Year 24
$392,949 402,772 $412,842 $423.163 5433742 $444,585 $455,700 $467.092
131,956 136,575 141,355 146,302 151,423 156,723 162,208 167,885
3,988 4,128 4,272 4,422 4577 4,737 4,902 5074
$528.893 $543.475 $558,469 $573.887 $589,741 $6086,045 $622,810 $640,052
(26,445) (27.174) {27.923) (28,694) (29.487) 302 (31,141} {32,003}
$502.448 $516.301 $530,545 $545,192 $560.254 $575.743 $591.670 $608.049
{$224.031) ($231.872) {$239.988} ($248.387) {$257.081) ($266,079) (3275,391) ($285,030)
0 0 0 0 0 0 0 0
0 0 0 0 ] 0 0 0
(11.400) {11.4G0) {11.400) 111,400} (11,400} {11,400) {11.400) (11.400)
(17,340 (17,947} (18.575]) (19.225 (19.898; {28,504 (21,315} (22061}
($252.771) ($261,219) ($269.962) {5279.012) ($288.379) {$298.073) {$308.106) ($318.491}
$249. 678 $255.082 $260.583 5266,180 $271.876 $277.670 $283,564 $289 558
(581,721) ($81.721) ($81.721) 381,721 ($81.721) ($81,721) (581,721) ($81,721)
s 4] 0 o} Q 0 Q 0
$167,956 $173,361 $17B.862 $184,459 $180.154 $195,948 $201,642 $207.837
{17,340} {17.947) (18,575} 19,225} {19,898) {20,594} {21,313) (22,061)
$150.617 $155.414 5160,287 $165,234 $170,256 $175,354 $180,527 $185,776
Q 0 0 Q o 4] Q 0
$150,617 $155.414 $160.287 $165.234 $170.256 $175.354 $180,527 $185776
T0% 0% 70% 0% 70% 70% 69% 69%

" 102 5%iyr.

? Assummes that the funds are contributed annually for 30 years: the
anhyal increase is set at 103.50%/year

' Increased at 103 5%/year.

4

5

Asgumes that property tax abatement iz obtained by the Developer.
Equal to 3% EGI to an accumulated balance cap of $250,000
Set at a hxed amount of $300/umit per year

" The Fees are set at the lesser of the available cash flow plus funds in
the operating reserve, or $10,000 in Year 1 increasing at 103 5%/year
Net Secton 8 Supplement funds are excluded from the equation.

Prepared by Keyser Marston Associales. inc
Fle Name: 10_1¢ 04_OG: Ci. 10/19/2004



TABLE 6

CASH FLOW PROJECTION
ORANGE GROVE APARTMENTS
PASADENA, CALIFORNIA

vi.

Gross [ncome '
Very-Low Income Units
Mat Saction 8 Supplement’
Laundry/Misc. Income
Gross Incoma
{Less) Vacancy & Collection
Effective Gross Income

Qperating Expenses
General Operating Expenses’
Property Taxes”
Operating Reserve”
Capital Reserve®
Resident Services
Total Qperating Expenses

Net Operating Income
{Less) Debt Service
Base Income
Secton & Supplement
Net Income After Debt Service
{Less) Asset/Partnership Management & Audi Fees’

Net Income Available After Debt Service + Fee
Plus. Operating Reserve Contnbution

Net Income After Operating Reserve Contribution

Operating Expenses, Dabt Service & Faes as % EGI

Year 25 Year 26 Year 27 Yeaar 28 Year 29 Year 30 Year 31 Year 32
$478.770 $430.739 $503,007 $515,583 $528.472 $541,684 $555.226 $569,107
173,761 179,843 186.137 192,652 199,395 206,374
5,252 5,435 5.626 5.823 6,026 5,237 6,456 6,682
$657,783 $676.017 $694.771 $714,058 £733,504 £754,285 $561,682 $575,788
32 889) (33.801) (34,739) {35,703) {36,695) {(37.715) (28,084 (28,789)
$624 894 $642,217 $660,032 $678.355 $697,199 $716.581 $533,598 $546.999
(5295‘0'06) {$305,331) {$316.018) ($327.078) {£338,526) {$350,375) {5362.638) ($375.330)
0 0 0 0 0 0 ¢ 0
0 0 o 0 0 D 0 0
{11.400) {11,400} (11,400} [11,400) (11,400} (11,400} (11.400} (11.400)
{22,833) (23.632) (24,460} (25,318) (26,202} (27.119) (28,068} (29,050)
(5329 239) (3340,364) (3351.877) (8363.794) (8376,128) {5388.303) (3402.106) {$415.780)
£295,654 £301,853 $308,155 5314,561 $321,071 $327.687 £131.492 $131.249
1$81.721) (381,721} ($81.721) (381.721) ($81.721) ($81,721) 50 S0
5 o) 0 0 0 @ a 9
$213933 $220.132 $226.433 $232.839 $239.350 $245,966 §131.492 $131,219
{22,833} (23,632) (24.460) (25,316} (26,202} (27,119} (28,068) (29,080}
$191,100 $196.499 $201,974 $207.524 §213.148 $218.847 $103.424 $102.168
4} 0 0 Q 0 ¢ 0 0
$191,100 5196,499 $201.974 $207.524 $213,148 §218,847 $103,424 $102,168
59% 69% 69% 89% 69% 65% 81% 81%

' 102 5%yr

2

3
4
o
3

7

Assumes that the funds are contributed annually for 30 years; the

annual increase 1s set al 103.50%/{year
Increased at 103 5%/year.

Assumes that property tax abatement 1s obtained by the Developer.
Equal 1o 3% EGI to an accumulaled balance cap of $250,000.

Set at a fixed amount of $300/unit per year

The Fees are 3ol at the lesser of the available cash flow plus funds in
the oparaling reserve, or $10,000 in Year 1 ngreasing at 103.5%/year
Met Secuon & Supplement funds are excluded from the equation.

Prepared by, Keyser Marsion Associdtes Ing
Fie Name 10_19_04_0G: CI: 10192004



TABLE &

CASH FLOW PROJECTION
ORANGE GROVE APARTMENTS
PASADENA, CALIFORNIA

. GrossIngoms'
Very-Low Income Units
Net Section 8 Supplement®
Laundry/Misc. Income
Gross Income
[Less]) Yacancy & Collection
Effective Gross Income

. Qperating Expenses

General Operating Expenses®
Property Taxes*
Operating Reserve®
Capital Reserve’
Resident Services’
Total Operating Expenses

ll.  Net Operating Income
{Less) Debt Service
Base Income
Seclion 8 Supplernent
Net Incame After Debt Service
(Less) Asset/Partnership Management & Audit Fees’

IV.  NetIncome Available After Debt Service + Fee
Plus: Operating Reserve Contripution

V.  Netlncome After Operating Reserve Contribution

Vi. Operating Expenses, Debt Service & Fees as % EGI

Year 33 Year 34 Year 35 Year 36 Year 37 Year 38 Year 39 Year 40
$583.334 $597.918 $612.866 $628,187 $643.592 $659.989 $676,489 693,401
6,915 7187 7.408 7,667 7936 8213 8,501 8,794
$590,250 $605.075 5620.274 $615,855 3651.828 $668,203 5684,990 $702.200
{29,512} (30.254) 31,014 {31,783; {32.591) {33,410} (34,249} (356,110}
$560.737 $574.822 $589,260 $604 062 $619.236 5634,793 $650,740 667,090
15388.467) (3402,063) (3416.135) ($430,700) ($445,774) (5461.376) 1$477,525) ($494,238)
1} 4] 4] 0 0 o o] 0
0 0 2 0 1] o] 0 1]
(11,400} {11,400 (11,400} (11,400} (11.400) (11.400) {11.400) {11,400)
30,067} {31.119) {32,209} 336 503 (35,710 {36,960} [38,254)
(8429 634} {5444 582) ($459,744) (3475 436) 15491 677) {$508,487) ($525.885) (5543.892)
$130,804 $130.239 $129,516 5128626 $127.559 5126306 $124 856 $123,198
S0 30 ] S0 50 30 $0 50
0 Q Q Q 0 g 0 [\
$130,804 $130,2349 $129.516 $128,626 $127.559 $126 306 $124,856 123,198
(30,067) (31,119) [32,209) {33,326} [34,503) {35.710) {36,950) {38,254)
$100.737 $99,120 $97,308 $95,290 393,057 £90,596 587,896 484,944
Q ] 0 0 0 a 0 0
$100,737 $99,120 $97.308 $95.290 £93.057 $50.596 $87,896 $84 944
82% 83% 83% B84% B5% 864 86% B7%

102 5%iyr

“ Assumes that lhe funds are contributed annually for 30 years; the
annual increase is 5et at 103 50%/year.

* Increased at 103.5%/year.

* Assumes thal propery tax abatement is oblained by the Devaloper

* Equalto 3% EGI 1o an accumulated balance cap of $250,000.

® Set at a fixed amount of $300/unit per vear.

! The Fees are sel at the lesser of the available cash flow plus funds in
Ihe cperating reserve, or $10,000 in Year 1 increasing at 103.5%/year
Nel Section B Supplement funds are excluded from 1he equation,

Prepared oy Keyser Marsion Associates, Inc
File Name: 10 19_04 OG: Cf, 10/19/2004



TABLE 6

CASH FLOW PROJECTION
ORANGE GROVE APARTMENTS
PASADENA, CALIFORNIA

Vi,

Gross Income '
Very-Low Income Units
Net Secton 8 E‘mp;:)lernezr'n2
LaundryMisc. Income
Gross Income
{Less) Vacancy & Callection
Effective Gross Income

Qperating Expenses

Genaral Operating Expenses’
Property Taxes®
Operating Reserve®
Capital Reserva®
Resident Services’
Total Operating Expenses

Net Operating Income
{Less} Debt Service
Base Income
Section B Supplement
Net Income After Debt Service

{Less) AssetPannersnip Management & Audi Fees’

Neot Income Available After Debt Service + Fee
Plus' Operating Reserve Contribution

Met Income After Operating Reserve Contribution

Operating Expanses, Debdt Service & Fees as % EGI

Year 41 Year 42 Year 43 Year 44 Year 45 Year 46 Year 47 Yeal 48
5710.736 $728,505 $746,717 $765.385 £784 520 $804,133 $824,236 5844,842
9,106 9425 9,755 10.096 10,450 10,315 11,184 11,586
$719.843 $737.930 $756,472 $775.482 794,970 $814,948 $835,430 $856.428
(35,992} (36,896} {37,824} (38,774} (39,748) (40,747) (41,772} (42,821}
$683 851 $701,033 £718.649 $736.708 $755.221 S774.201 $793.659 $813.607
($511,536) ($529.440) ($547.971) (8567.150) {$587.600) (3607,545) ($628.809) ($650,6817)
Y o] a i [+ 0 0 4]
Q 0 a 1} [ 1} Q 0
(11,400} (11,400} (11,400 {11.400) {11,400) 111.400) (14.400) {11,400}
(39,593) (40,878} (42,413 {43,897) (45,433) {47.024) (48,669} (50,373)
(%5562 529) {§581.818) {5601,783) 1$622.447) {$643,833) ($665.968) ($688.878) ($712,590)
$121.322 $119.215 $116 866 5114261 $111,388 5108,233 $104,781 3101,017
%0 Lis] $0 50 30 $0 S0 10
¢ 1] 1] o Y 0 g 0
$121,322 $119,215 $116,866 $114.261 $111,388 $108,233 $104,781 $101.017
(39,5693} (40,978) (42,413] [43.897) (45,433) (47,024} (48,669) (50,373)
$81,729 $78.237 $74,453 $70,364 $65,955 $61.209 $56,111 $50,644
0 Q Y 0 0 0 0 Q
$81,7129 578,237 574 453 $70.364 565,955 £61,209 $56.111 550,644
35% 89% 90% S0% 91% 92% 83% 94%

3

4

6

T

102.5%/yr.

Assummes that the funds are contributed annually for 30 years; the
annual Increase 15 set at 103.50%/year.

Increased at 103.5%/fyear.

Assumes that property tax abalement s obtained by the Developer
* Equal to 3% EGI to an accumulated balance cap of $250,000.
Set at a lixed amount of $3007uni per year.

The Fees are set at the lesser of the available cash flow plus funds in
the operatng reserve, or $10,000 i Year 1 increasing al 103.5%/year.
Net Section 8 Supplement lunds are excluded from the eguation.

Prepared by: Keyser Marston Associates, Irc
Fite Name 10_19 04_0OG, CI 10/19/2004



TABLE €

CASH FLOW PROJECTION
ORANGE GROVE APARTMENTS
PASADENA, CALIFORNIA

Vi

Gross Income '
Vary-Low Income Units
Net Section 8 Supplement®
Laundry/Misc. Income
Gross Income
(Less) Vacancy & Collection
Effective Gross Income

QOgperating Expanses
General Operaling E::penses3
Property Taxes'
Operating Reserve®
Capital Reserve”
Resdent Services’
Total Operating Expenses

MNat Operating Incorme
{Less) Debt Service
Base income
Section 8 Supplement
Net income After Debt Sarvice

{Less) Asset/Partnership Management & Audit Fees’

Net Income Available AHer Debt Sarvice + Fee
Plys- Operaing Reserve Contribution

Nt Incoma After Operating Reserve Contributiop

Operating Expenses, Debt Service & Fees as % EGI

Year 49 Year 50 Year 51 Year 52 Year 53 Year 54 Year 55
$865.963 887,612 $909.803 $932,548 3955.861 $979.758 $1.004,252
11,991 12,411 12,845 13,295 13,760 14,242 14,740
$677.955 $900,023 $922.648 $945.843 £969,622 $994 000 $1,018,992
(43,858} (45,001} {46.132) {47.292) (48,481} {49,700} 50,950
$834.057 $855.022 $876,516 $898.551 5921,141 £944 300 £968.043
($673.596) ($697,172) (3721,573) {$746,828) ($772.987) ($800.020) (5828,021)
0 0 0 0 0 0 0
0 0 0 0 0 o 0
{11.400) (11,400) {11,400} {11,400) {11,400; (11,400) {11.400)
(52,136} {53.961] (65,843 (57,804 (59.827) {61,821} {64,088)
(5737,132) ($762,532) (5788.822) (5816.032) ($844,194) (3873,341) ($903,509}
$96,925 $92,490 $87 694 $82.519 $76.947 $70.958 $64,533
k3] $0 50 L0 10 50 50
0 Q 0 Q g Q 0
$06.925 $92.490 387 .694 $82.519 $76,047 $70.958 $64.533
(52,136} {53,961} (55,849) (57.804) (58,827} (61,921) {64,088)
544,789 $38,529 31,845 $24,715 $17.120 $9.037 $445
Y Q 0 Q ] 0 Q
$44,789 $38.529 $31,845 $24.715 $17.120 $9.037 $445
95% 95% 96% 97% 98% 5% 100%

‘ 102.5%tyr.

¢ Assumes Ihat Ine funds are contributed annually for 30 years; the
annual increase 15 set at 103 50%/year

? Increased at 103.5%/year

* Agsumes that property tax abatement is nbtained by the Developer.
Equal to 3% EGI to an accumulated balance cap of $250,000.
Sef al a fixed amount of 8300/unil per year.

The Fees are set at the lesser of the available cash flow plus funds In
the operating reserva, or $10,000 1n Year 1 increasing at 103 5%/year.
Net Section B Supplement funds arg excluded from the equation.

n

L]

7

Prepared by Keyser Marston Associates. Inc.
FleName 10_19_04_0OG. C1. 10/19/2004



TABLE?
CEFERRED DEVELOPER FEE/COMMISSION LOAN REPAYMENT

ORANGE GROVE APARTMENTS
PASADENA, CALIFORNIA

mn

Het Income After Debt Sarvice & Fees '
(Less) Debt Service Deferred Developer Fee’

Met Income Available for Commission Loan

(Less) Dabt Service Commission Loan®

Met Incoma After Commission Loan

NPV Commission Loan Rpymt @ 10% Disc. Rate/Nominal Value

Commission Ground L.ease Payment 4
NPY Commission Ground Lse @ 10% Disc. Rate/Nominal Value

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7

59454 $12,858 $16.321 $19,843 $23.423 $27.064 $30.764

(9.454) (12.858) (16,321} (19.843) (23.423) (27,064) (30,764}

$0 0 30 50 30 50 $0

0 0 0 0 0 4] e

$0 S0 S0 $0 $0 £0 S0
$208.000 $2,538.000

£0 $0 %0 50 30 Se S0
$1.000 $97.000

" See TABLE 6. Excludes Operating Reserve contributicns,

2
Deferred Developer Fee equals $783,000; interest @ 5.0%: ang debt
service @ 100% of available cash flow plus 100% Section 8 revenue until
deferred Developer Fea is repaid

1 Lean equals $1,311,000; interest @ 3%: no debt service untl the
daferred Developer Fee is repaid, then the Commission receives 100% of
the Section 8 revenue plus 37% of the availabla cash flow until the
Commission loan 15 rapaid.

) Payments commence after the Commission loan is repaid. Paymenls
equal o 37% of base cash flew, plus Section 8 revenue avalable after
deferred Developer Fee and Commission Loan are repaid

Prepared by Keyser Marston Assccales, Ir¢
File Name. 10_19_04_OG_Fee_Loar_Repymt, 10/19/2004



TABLE 7
DEFERRED DEVELOPER FEE/COMMISSION LOAN REPAYMENT

ORANGE GROVE APARTMENTS
PASADENA, CALIFORNIA

. Netincome After Debt Service & Fees '
{Less) Debt Service Deferred Deveioper Fae’

I Netlncome Available for Commission Loan
{Less) Debt Service Commissicn Loan™
Net Income After Commission Loan
NPV Commission Loan Rpymt @ 10% Disc. Rate/Nominal Value

IN. Commission Ground Lease Payment 4
NPV Commission Ground Lse @ 10% Disc. Rate/Nominal Value

Yaar 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14
$34,525 $38.347 542,230 $110.567 $114.573 $118.642 $122.773
{34,525} {38,347 (42,230} (110,567} (114,573) {118,642) (122.773)

30 S0 S0 50 %0 50 $0

0 a 0 Y a o 0
30 $0 30 S0 50 $0 £0
30 $0 $0 50 30 30 50

' See TABLE 6 Excludes Operating Ressrve conlnbulions.
?
Delerred Developer Feg aquals $783.000; interest @ 5 0%; and debt
service @ 100% of available cash flow plus 100% Section 8 revenue untl
defarrad Developer Fee is repaid,
3 Loan equals $1.311,000, interest @ 3%; no debl service untl the
delerred Daveloper Fee is repaid, then the Commssion receives 100% of
the Section B revenue plus 37% of the available cash flow until the
Commission lpan is repaid.
Payments commence after the Commssion loan 1s repaid. Paymenis
equal 10 37% ol base cash flow, plus Section 8 revenue available afler
deterrad Developer Fee and Commission Loan are repaid

a

Prepared by Keyser Marston Associates. Inc
File Name. 10_19_04 _OG; Fee_Loan_Repymt, 10/18:2004



TABLE 7

DEFERRED DEVELOPER FEE/COMMISSION LOAN REPAYMENT
ORANGE GROVE APARTMENTS

PASADENA, CALIFORNIA

Year 15 Year 16 Year 17 Year 18 Year 19 Year 20 Year 21
Net Income Atter Debt Service & Fees ' $132,959 $145.893 $150,617 195414 $160,287 $165.234 $170,256
{Less) Dept Service Delerred Developer Fee’ (132,959} (145,883) {150,617) {155.414) (112,023) o] 0
Net Incoma Available for Commission Loan 50 $0 30 S0 $48 264 $155.234 £170.256
(Less) Debt Service Commission Loan ! 0 Q 0 0 36,276) (153.247) {158,331}
Nel Income After Commission Loan $0 30 %0 50 $11,987 $11.987 $11,925
NPV Commission Loan Rpymt @ 10% Disc. Rate/Mominal Value
Commission Ground Lease Paymaent 4 %0 S0 S0 $0 SO 50 30

NPV Commission Ground Lse @ 10% Disc. Rate/Nominal Value

-

See TABLE 6 Excludes Oparaling Reserve contnbultions.

Delerred Developer Fee equals $783.000; interesl @ 5.0%; and debt
service @ 100% cf available cash flew plus 100% Saction 8 revenua untl
deferred Daveloper Fee is repaid.

Loan equals $1,311,000: interast @ 3%; no debt service until the
deferred Developer Fee is repaid. then the Commission receives 100% of
the Section 8 revenue plus 37% of the available cash flow untl \he
Commission lean 1s repaid.

Payments commence after the Cammission loan 1s repaid. Paymenls
equal to 37% of base cash flow, plus Section 8 revenue available after
delarred Developer Feg and Commission Lean are repaid.

Prepared by Keyser Marston Assowates, Inc
File Name 10_19_04_OG. Fee_Loan_Repymt, 1071872004



TABLE 7

DEFERRED DEVELOPER FEE/COMMISSION LOAN REPAYMENT
CORANGE GROVE APARTMENTS

PASADENA, CALIFORNIA

Year 22 Year 23 Year 24 Year 25 Year 26 Yaar 27 ‘Year 28
Met Income After Debt Service & Faes ' $175,254 $180,527 5185776 $191,100 $196.499 5201,974 $207 524
(Less) Debt Sarvice Deferred Developer Fee’ 0 0 0 o] 0 0 0
Net Income Available for Commission Loan $175,354 $1B0527 $185,776 $191,100 $£196,489 3201974 $207.524
{Less) Debt Service Commission Loan [163.857) (168,028} {174,448) (180,121) (185,953) (191,948) 198,107}
Net Incoma After Commissgion Loan 511,797 $11.600 511328 £10.979 510,547 $10.027 $9.416
NPV Commission Loan Rpymt @ 10% Disc. Rate/Nominal Value
Commission Ground Lease Payment 4 50 0 30 %0 %0 $0 $0

NPV Commission Ground Lse @ 10% Disc. Rate/Neminal Value

See TABLE 6. Excludes Operating Reserve contributions

Delerred Developer Fee equals $783,000; interest @ 5.0%; and debt
service @ 100% of available cash flow plus 100% Section & revenue until
delerred Developer Fee is repatd.

Loan equals $1.311,000; interest @ 3%:; no debl service until the
deferred Devaloper Fee is repaid, then the Commission recewes 100% of
the Section 8 revenue plus 37% ol the available Gash Now until the
Commission 10an s repaid.

Payments commence after the Commission loan is repaid. Payments
equa! fo 37% of base cash flow, plus Section 8 revenue available after
deferred Developer Fes and Commussion Loan are repaid

Prepared by Keyser Marston Associales., Ing
Fle Name: 10_19_04_OG, Fee_Loan_Repymi, 10;13/2004



TABLE 7

DEFERRED DEVELOPER FEE/COMMISSION LOAN REPAYMENT
ORANGE GROVE APARTMENTS

PASADENA, CALIFORNIA

Year 29 Year 30 Year 31 Year 32 Year 33 Year 34 Year 35
Net Incoma After Debit Sarvice & Fees ' 5213,148 $218,847 $103.424 $102,168 $100.737 $99,120 $97.308
{Less) Dabt Service Deferred Developer Fee’ 4] Q o} o] o] 0 0
Het Income Available for Commission Loan $213,148 %218.847 5103.423 $102.168 £100.737 599,120 $97,308
(Less) Debl Service Commission Loan® (204,440} {210.949) (37.937) (37,476} (36,951} {36,358) (35,693)
Net Income After Commission Loan $8,708 57.898 £65,487 564,692 $63,785 $62 762 £61,614
NPV Commission Loan Rpymt @ 10% Disc. Rate/Nominal Walue
Commission Ground Lease Payment 4 50 L44] 30 50 S0 $0 $0

NPV Commission Ground Lse @ 10% Disc. Rate/Nominal Value

-

See TABLE 6. Excludes Qperating Reserve contributions

Deferred Developer Fee equals $783,000; interest @ 5 0%: and debt
service @ 100% of available cash flow plus 100% Section 8 ravenue until
deferred Developer Fee is repaid.

Laan eguals $1.311,000; interest @ 3%: no debt service uml the
deferred Developer Fes is repaid, then lhe Commission receives 100% of
the Section 8 revenue plus 37% of the avallable cash flow until the
Commission Ipan is repaid

Payments commence afler the Commission loan 1s repaid. Payments
equal 1o 37% ol base cash flow, plus Section 8 revanue available after
deferred Daeveloper Fee and Commission Loan are repaid

Prepared by. Keyser Maslo~ Associates. Inc
Filg Name 10_13_04_0G: Fee_Loan_Repymt, 10/19/2004



TABLE 7

DEFERRED DEVELOPER FEE/COMMISSION LOAN REPAYMENT
ORANGE GROVE APARTMENTS

PASADENA, CALIFORNMIA

Year 36 Year 37 Year 38 Year 39 Year 40 Year 41 Year 42
Nat Income After Debt Service & Fees ' $95,290 $93.057 $90,596 $87.896 $584 944 $81.729 $78.237
{Less} Debt Service Defarred Develcper Fee' o 4] 0 4] o 0 o]
Net Income Availabla for Commission Loan $95.290 £93.057 $50.596 587,896 $84.944 £31,729 $78.,237
(Less) Debt Service Commission Loan’ (34,953) (34,134) (33,231} {32,241} {31,158) (29.979) (28,698)
Net Incoma After Commission Loan £60,337 $58,923 $57.364 855,655 $53,786 $51,750 $49,539
NPV Commission Loan Rpymt @ 10% Disc. Rate/Nominal Value
Commission Ground Lease Payment 4 30 $0 30 $0 50 20 S0

WPV Commission Ground Lse @ 10% Disc. Rata/Mominal Value

See TABLE 6 Excludes Operating Reserve contributions

2
Deferrad Developer Fee equals $783,000- interes| @ 5.0%. and debi

-

service @ 100% of available cash flow plus 100% Section B revenue until
defarred Developer Fee s repaid.

Loan equals $1.311.000; mterest @ 3%, no debt service until the
delerred Developer Fae is repaid, then the Commission racerves 100% of
the Section 8 revenue plus 37% of the available cash flow uniil the
Commission loan is repaid.

Payments commence after the Commission loan is repaid. Payments
equal to 37% of base cash flow, plus Section 8 revenue available after
deferred Developer Fee and Commission Loan are repaid

Prepared by Keyser Marstan Associales, Inc
File Name. 16_15 0d_OG; Fee_Loar_Repymit, 10:1972004



TABLE 7

DEFERRED DEVELOPER FEE/COMMISSION LOAN REPAYMENT
ORANGE GROVE APARTMENTS

PASADENA, CALIFQRNIA

Net Incomae After Debt Service & Fees '
{Lass) Debl Service Deferred Developer Fee'

Net Income Available for Commission Loan

(Less) Debt Service Commission Loan®

Net income AHer Commission Loan

NPV Commission Lean Rpymt @ 10% Disc. Rate/Nominal Value

Commission Ground Lease Payment 4
NPY Commission Ground Lse {@ 10°% Disc. Rate/Nominal Value

Year 43 Year 44 Year 45 Year 46 Year 47 Year 48 Year 49
§$74.453 370,364 $65,955 561.209 $56.111 350,644 344,789
Q 0 o ¢ 0 o] ¢
§$74.453 $70,364 $65,955 $£61,209 556,111 350.644 $44,789
(27.310) {25.810) (24,183 (22.452) {3,3186) o 0
$47,143 %44 554 $£41.762 $38.757 $52.795 $50.644 £44.789
50 S0 50 50 (317,266) {$18.577) ($16,429)

See TABLE 6. Excludes Cperating Reserve conirbutions,

?
Deferred Developer Fee equats $783.000; interest @ 5 0%, and debt

-

service @ 100% of available cash flow plus 100% Section 8 revenue until
deferred Developer Fee 1s repaid.

Loan equals $1,311.000, nterest @ 3%: no debt service until the
deferred Developer Fee is repaid. then the Commission receives 100% of
the Section & revenue plus 37% of the available cash Alaw until the
Commission loan s repaid

Payments commence alter the Commission loan is repaid  Payments
equal to 37% of base cash flow, plus Section 8 revenue available after
deferred Developer Fee and Commission Loan are repaid.

Prepared by Keyser Ma-ston Assaciales, inc
Fila Name 10_19_04_OG Fee_Loan_Reoymt 1{0/19/2004



TABLE T

DEFERRED DEVELOPER FEE/COMMISSION LOAN REPAYMENT
ORANGE GROVE APARTMENTS

PASADENA, CALIFORNIA

Year 50 Year 51 Year 52 Year 33 Year 54 Year 55
Net Income After Debt Service & Fees ' $38,529 $31.845 $24,715 $17.120 $9,037 $a45
(Less) Debt Service Deferred Developer Fee’ 4] 0 1] [} 0 o]
Nel Income Available for Commission Loan $38,529 $31.845 $24,715 $17.120 $9,037 3445
(Less) Debt Service Commission Loan® ) i 0 0 0 0
Net Income After Commission Loan 538,529 $31.845 $24.715 $17.120 $9.037 3445
NPV Commission Loan Rpymt @ 10% Disc. Rate/Nominal Value
Commission Ground Lease Payment 4 ($14,133) ($11.681) {$9.066) [$6.780) ($3.315) (3163

NPV Commission Ground Lse @ 10% Disc. Rate/Nominal Value

See TABLE 6. Excludes Operaling Reserva contributions.

z
Deferred Developer Fee equals $783,000. nterest @ 5.0%: and dabt

w

service @@ 100% of available cash Now plus 100% Section 8 revenue until
deterred Developer Fee is repad

Loan equals $1,311.000. nlerest @ 3%; no debt service untl the
deferred Developer Fee 1s repawd, then the Commission receves 100% of
the Sactron 8 ravenue plus 37% of the available cash flow untl the
Caommigsion loan is repaid.

Paymenis commence after the Commission lvan is repaid  Payments
equal 10 37% of base cash flow, plus Seclon 8 revenue available after
deferred Developer Fea and Commission Loan are repaid.

Prepared Dy Keyse- Marston Associates, Ing
File Name 10_19_04_OG: Nee_Laan_Repyrnl, 10/15:2004



