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INTRODUCTION

A. PURPOSE

The purpose of this report is to evaluate the market feasibility of a proposed Low-
Income Housing Tax Credit (LIHTC) project to be developed in St. Mary’s,
Georgia by Southport Financial Services, Inc. This market feasibility analysis
complies with the requirements established by the Georgia Department of
Community Affairs/Georgia Housing and Finance Authority (GDCA/GHFA).

B. METHODOLOGIES

Methodologies used by VWB Research include the following:

The Primary Market Area (PMA) generated for the proposed site is identified.
The PMA is generally described as the smallest geographic area expected to
generate most of the support for the proposed project. PMAs are not defined
by a radius. The use of a radius is an ineffective approach, because it does not
consider mobility patterns, changes in socioeconomic or demographic
character of neighborhoods, or physical landmarks that might impede
development.

PMAs are established using a variety of factors including, but not limited to:

e A detailed demographic and socioeconomic evaluation.

e Interviews with area planners, realtors, and other individuals who are
familiar with area growth patterns.

e Addrive-time analysis to the site.

e Personal observations by the field analyst.

A field survey of modern apartment developments is conducted. The intent of
the field survey is twofold. First, the field survey is used to measure the
overall strength of the apartment market. This is accomplished by an
evaluation of unit mix, vacancies, rent levels, and overall quality of product.
The second purpose of the field survey is to establish those projects that are
most likely directly comparable to the proposed property.

Two types of directly comparable properties are identified through the field
survey. They include other Section 42 LIHTC developments and market-rate
developments that offer unit and project amenities similar to the proposed
development. An in-depth evaluation of those two property types provides an
indication of the potential of the proposed development.
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e Economic and demographic characteristics of the area are evaluated. An
economic evaluation includes an assessment of area employment composition,
income growth (particularly among the target market), building statistics, and
area growth perceptions. The demographic evaluation uses the most recently
issued Census information, as well as projections that determine what the
characteristics of the market will be when the proposed project opens and
achieves a stabilized occupancy.

e Area building statistics and interviews with officials familiar with area
development provide identification of those properties that might be planned
or proposed for the area that will have an impact on the marketability of the
proposed development. Planned and proposed projects are always in different
stages of development. As a result, it is important to establish the likelihood
of construction, timing of the project, and its impact on the market and the
proposed development.

e We conduct an analysis of the proposed project’s required capture of the
number of income-appropriate households within the PMA based on GDCA'’s
demand estimate guidelines. This capture rate analysis considers all income-
qualified renter households. For senior projects, the market analyst is
permitted to use conversion of homeowners to renters as an additional support
component. Demand is conducted by bedroom type and targeted AMHI for
the subject project. The resulting capture rates are compared with acceptable
market capture rates for similar types of projects to determine whether the
proposed development’s capture rate is achievable.

e A determination of achievable market rent for the proposed subject
development is conducted. Using a Rent Comparability Grid, the features of
the proposed development are compared item by item with the most
comparable properties in the market. Adjustments are made for each feature
that differs from that of the proposed subject development. These adjustments
are then included with the collected rent resulting in an achievable market rent
for a unit comparable to the proposed unit. This analysis is done for each
bedroom type proposed for the site.

C. REPORT LIMITATIONS

The intent of this report is to collect and analyze significant levels of data to
forecast the market success of the subject property within an agreed to time
period. VWB Research relies on a variety of sources of data to generate this
report. These data sources are not always verifiable; however, VWB Research
makes a significant effort to assure accuracy. While this is not always possible,
we believe our effort provides an acceptable standard margin of error. VWB
Research is not responsible for errors or omissions in the data provided by other
sources.
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Any reproduction or duplication of this report without the expressed approval of
the Georgia Department of Community Affairs or VWB Research is strictly
prohibited.

. SOURCES

VWB Research uses various sources to gather and confirm data used in each
analysis. These sources, which are cited throughout this report, include the
following:

The 1990 and 2000 Census on Housing

ESRI

Area Chamber of Commerce

Georgia Department of Community Affairs

U.S. Department of Labor

U.S. Department of Commerce

Management for each property included in the survey
Local planning and building officials

Local Housing Authority representatives

Real Estate Center at Texas A&M University

HISTA Data (household income by household size, tenure, and age of head
of household) by Ribbon Demographics
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SECTION A. EXECUTIVE SUMMARY

Based on the findings reported in our market study, it is our opinion that a market
does not exist for the 75 units proposed at the subject site, assuming it is developed as
detailed in this report. As currently configured the proposed project has capture rates
that are not considered achievable, largely as a result of the supply of existing family
Tax Credit units. Changes in the project’s site, rent, amenities, or opening date may
alter these findings. Following is a summary of our findings:

e The proposed project involves the new construction of the 75-unit Cumberland
Cove apartment property in St. Mary’s, Georgia. The proposed project will be
developed using Low-Income Housing Tax Credits and target households with
incomes of up to 50% and 60% of Area Median Household Income (AMHI) as
well as market-rate renters with no maximum income limitation. The proposed
Tax Credit collected rents range from $481 to $743, and the proposed market-rate
two-bedroom rent is $675.

e Lease-up history for this market was not available, as there have been no new
LIHTC units completed since 2000. Based on our analysis contained in this
report, it is our opinion that the proposed project is not supportable as currently
proposed given the very high capture rates for the proposed project. If the
proposed property were to be developed, it would likely experience a very slow
lease-up period of no more than four to five units per month, with an absorption
period of 13 to 17 months. The market-rate units proposed could be absorbed
within one to two months. Absorption rates by bedroom type are two to three
units per month for two-bedroom units and approximately one unit per month for
both the three- and four-bedroom units.

e The proposed subject project will include 71 Low-Income Housing Tax Credit
(LIHTC) units, none of which will also operate with Rental Assistance. We
identified four existing and one under construction Low-Income Housing Tax
Credit projects within the St. Mary’s Site PMA. These existing LIHTC projects
are considered comparable with the proposed subject development in that they
target households with incomes similar to those that will be targeted at the subject
site. These competitive properties and the proposed subject development are
summarized as follows. (Note: information regarding property address and phone
number, contact name, date of contact, and utility responsibility is included in
Addendum A-Field Survey of Conventional Rentals of this report):
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MAP YEAR OCCUPANCY PHYSICAL
1.D. PROJECT NAME BUILT UNITS RATE CONDITION TARGET MARKET
FAMILIES; 50% & 60%
SITE | CUMBERLAND COVE 2010 71* - A AMHI
FAMILIES; 45% & 60%
1 ASHTON COVE APTS. 2000 72 100.0% B+ AMHI
ASHTON PINES AT FAMILIES; 50% & 60%
2 SUGAR MILL 1998 70 100.0% B+ AMHI
KINGSLAND PHASE II- FAMILIES; 50% & 60%
4 FAMILY 2008 60 u/C A- AMHI
OLD JEFFERSON
16 ESTATES 1995 62 100.0% B+ FAMILIES; 50% AMHI
FAMILIES; 50% & 60%
19 ROYAL POINT APTS. 2000 144 91.0% A- AMHI

U/C - Under construction
*Does not include market-rate units

The comparable properties have a combined occupancy rate of 96.3%, with three
of the four existing properties fully occupied. Management attributed the
vacancies at Royal Point Apartments to decreased ease of accessibility for
potential renter traffic as a result of road construction occurring around the site.
The manager also noted the property typically has a higher occupancy rate of
nearly 100.0%. Two of the five comparable properties maintain waiting lists
ranging from 44 households and six to eight months, further indicating the strong
demand for affordable rental housing in the market.

The proposed subject gross LIHTC rents, $589 to $718 for a two-bedroom unit,
$691 to $830 for a three-bedroom unit, and $771 to $925 for a four-bedroom unit
will be priced slightly higher than the 50% and 60% rents at the other properties,
except Kingsland Phase IlI-Family, which is under construction. The proposed
rents are considered achievable and supportable, so long as demand for the other
LIHTC units in the market remains relatively high, particularly given the inferior
quality and features of these competing projects.

The proposed development will offer the largest two-bedroom and four-bedroom
units and some of the largest three-bedroom unit sizes when compared with the
competitive LIHTC projects in the market. The number of baths offered at the
subject site is equal to most of the LIHTC units in the market. As such, the unit
sizes and number of baths will enable the proposed LIHTC units at the site to
compete well with the existing low-income units in the market.

The amenity packages included at the proposed subject development will be very
competitive with the competing low-income projects. The appliances offered at
the package will compete favorably, as the site will offer all modern kitchen
appliances, as well as features like washer/dryer hookups and walk-in closets. The
subject development does not appear to be lacking any amenities that would
hinder its marketability to operate as a Low-Income Housing Tax Credit project.

vogt

bowen




The proposed project will also include four market-rate units among its 75 total
units. The proposed project will be of the highest quality and will offer the most
comprehensive amenity package in the market. We identified six properties
within the St. Mary’s Site PMA that offered quality, rents, and features
comparable to the subject project. Note that two of these properties are four-
bedroom single-family rental homes, as four-bedroom market-rate apartments are
not a readily available housing alternative in this market. These competitive
properties and the proposed subject development are summarized as follows:

MAP YEAR OCCUPANCY DISTANCE
1.D. PROJECT NAME BUILT UNITS RATE CONCESSIONS TOSITE
SITE CUMBERLAND COVE 2010 75 - - -
3 CAMDEN WAY 1987 118 98.3% NONE 5.7 MILES
6 311 SUNNYSIDE DR. 1978 1 100.0% NONE 5.0 MILES
COLERAIN OAKS
7 RENTAL HOMES 1991 212 94.8% NONE 4.2 MILES
11 HARBOR PINE APTS. 1989 200 88.5% NONE 1.5 MILES
17 PARK PLACE APTS. 1989 200 95.5% NONE 1.7 MILES
23 518 MOECKEL LN. 1974 1 100.0% NONE 2.0 MILES

The comparable properties have a combined occupancy rate of 93.9%. One
property, Harbor Pine Apartments, is just 88.5% occupied. Management could not
provide a definitive answer why the occupancy rate is low at this project, but it is
of note that this is a former Tax Credit property. None of the selected market-rate
comparables is offering rent concessions.

The proposed subject collected rent, $675 for a two-bedroom unit, will be within
the range of other two-bedroom units in the market. This will enable the proposed
market-rate units to be competitive in the market, particularly given the amenities
and quality of the proposed project.

The proposed development will offer the largest two- and three-bedroom and
competitively sized four-bedroom units when compared with the most
competitive market-rate projects in the market. The number of baths offered at
the subject site is equal to most market-rate units in the market. As such, the unit
sizes and number of baths will enable the proposed units at the site to compete
well with the comparable market-rate units in the market.

The subject site is a vacant, wooded parcel located at the southern corner of
Martha Drive and Myrtle Street in the central portion of St. Mary’s, Camden
County, Georgia. The site is in a developed area of St. Mary’s. Surrounding land
uses include single-family homes, multifamily apartments, wooded land, a middle
school, and retail and commercial opportunities. The surrounding land uses will
have a positive impact on the marketability of the site. Visibility and access are
considered excellent, as the site will be visible from both bordering streets and
access will be convenient for motorist traveling in either direction along Martha
Drive and Myrtle Street.
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The site is within close proximity to shopping, employment, recreation,
entertainment, and education opportunities. Social services and public safety
services are all within 5.0 miles of the site, with the exception of the senior center
in Woodbine. The site has convenient access to major roadways, including State
Route 40, Interstate 95, and U.S. Highway 17. Overall, we consider the site’s
location and proximity to community services to have a positive impact on the
marketability of the site.

The St. Mary’s Site PMA includes the cities of St. Mary’s and Kingsland, and
outlying unincorporated areas. The boundaries of the Site PMA include Colerain
Road, Laurel Island Parkway, Winding Road, the boundary of the Kings Bay
Naval Base, and North River Causeway to the north; State Route 40 Spur and St.
Mary’s River to the east; St. Mary’s River to the south; and U.S. Highway
17/State Route 25 and the Kingsland city boundary to the west. The Site PMA
includes the following Census Tracts: 103.01, 104, and 106.

The St. Mary’s Site PMA population base increase by 9,263 between 1990 and
2000. This represents a 57.6% increase over the 1990 total population, or an
annual rate of almost 5.8%. Between 2000 and 2008, the Site PMA population
increased by 5,301 or 20.9%. It is projected that the total population will increase
by 1,400 people, or 4.6%, between 2008 and 2010. This represents continuing
stable population growth in the market.

Within the St. Mary’s Site PMA, households increased by 3,316 (59.0%) between
1990 and 2000. Total household growth continued, albeit at a slower 21.7% rate,
between 2000 and 2008, and is projected to continue to increase until in 2010
there will be a total of 11,378 households. This is an increase of 244 households
annually between 2000 and 2010.

With an economy based primarily in government, retail trade, and services, the
Camden County economy has historically performed well. The presence of the
Kings Bay Naval Submarine Base provides the area with a significant military
employment presence, and the base is not planned for any closings or
realignment, and as such should continue to be a very stable part of the economy
over the foreseeable future. When also considering the presence of health care,
government, and education employment in the area, and the resistance these types
of employment typically have to economic slowdowns or downturns, we
anticipate Camden County will continue to have a stable and growing economy
for at least the next few years. As a result of the growing number of households in
the Site PMA, the demand for all housing should continue to grow moderately.
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We conducted an on-site survey of 24 conventional properties totaling 1,900
units. Of these properties, 18 are non-subsidized (market-rate or Tax Credit) with
1,502 units. Among these non-subsidized units, 94.5% are occupied. We
consider this a good occupancy rate indicative of a stable rental housing market.
More specifically, the market-rate units were 94.0% occupied and the Tax Credit
units are 96.3% occupied. All of the Tax Credit vacancies are at Royal Point
Apartments, a LIHTC property built in 2000 with 13 vacancies in 144 units,
located in Kingsland. The manager of the property noted it is usually at or near
full occupancy, and said that road construction outside the apartments has resulted
in decreased accessibility and decreased foot traffic. The four other Tax Credit
properties surveyed in the Site PMA are all fully occupied. This indicates that
demand is high. Waiting lists range from 44 households to six to eight months.

There are also six government-subsidized projects in the market with a total of
398 units. These units have an overall occupancy rate of 100.0%, with most of
these properties maintaining lengthy waiting lists. These projects operate under
various programs including HUD Section 8 and Public Housing.

The share of one-bedroom apartments surveyed is somewhat low compared to
most conventional rental markets, while the Site PMA has an abnormally high
number of three- and four-bedroom apartments. The site will have shares of units
that reflect the current market trends.

Based on our market-driven rent analysis found in Section G of this report, it was
determined that the market-driven rent for units similar to the proposed subject
development are $740 for a two-bedroom unit, $840 for a three-bedroom unit, and
$900 for a four-bedroom unit.

COLLECTED RENT

PROPOSED MARKET- PROPOSED RENT AS

BEDROOM TYPE SUBJECT DRIVEN SHARE OF MARKET
$481 (50%) 65.0%
TWO-BEDROOM $601 (60%) $740 81.2%
$675 (MR) 91.2%
] $548 (50%) 65.2%
THREE-BEDROOM $687 (60%) $840 o1.8%
] $589 (50%) 65.4%
FOUR-BEDROOM $743 (60%) $900 62 6%

The proposed collected Tax Credit rents are 65.0% to 82.6% of market-driven
rents and appear to be excellent values for the subject market. The proposed
market-rate rent of $675 for a two-bedroom will also appear as a good value for
the area. The proposed LIHTC rents represent a 17.4% to 35.0% market-rent
advantage. This excellent market-rent advantage is considered in our absorption
estimates and conclusions.
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e Based on the demand calculations found on page F-5 of this analysis, the overall
Tax Credit capture rate is more than 65.0%, and is an indication that this market
may be nearing saturation in terms of LIHTC units. Note that the somewhat high
capture rates of 40.0% at 50% of AMHI and 46.5% at 60% of AMHI illustrate
lack of sufficient demand, especially when units added to the market since the
2000 Census are not included in the supply.

TARGET AVERAGE
BEDROOM SIZE (SHARE % OF SUBJECT | TOTAL NET CAPTURE MARKET |SUBJECT
OF DEMAND) AMHI UNITS |DEMAND* | SUPPLY**| DEMAND RATE ABSORPTION RENT RENTS
ONE-BEDROOM (22.0%) 50% - 18 - 18 - - $644 -
60% - 30 - 30 - - $644
MR - 253 - 253 - - $644
TOTAL - 37 - 37 - - $644
ONE-BEDROOM TC
TWO-BEDROOM (51.0%) 50% 11 43 9 34 32.4% 2 MO $779 $598
60% 25 70 18 52 48.1% 1.5 MO $779 $718
MR 4 587 - 587 0.7% $779 $792
TOTAL 40 86 27 59 67.8% 3 MO $779 -
TWO-BEDROOM TC
THREE-BEDROOM (23.0%) 50% 9 19 15 4 100.0%+ .5 MO $813 $691
60% 16 32 18 14 100.0%+ 1 MO $813 $830
MR - 264 - 264 - - $813 -
TOTAL 25 39 33 6 100.0% 1 MO $813
THREE-BEDROOM TC
FOUR-BEDROOM (4.0%) 50% 4 3 - 3 100.0%+ .5 MO $783 $771
60% 6 5 - 5 100.0%+ .5 MO $783 $925
MR - 46 - 46 - - $783 -
TOTAL 10 7 - 7 100.0%+ 1 MO $783
FOUR-BEDROOM TC

*Includes overlap between the targeted income levels at the subject site.
**Directly comparable units built and/or funded in the project market over the projection period.

e The capture rates by bedroom type are high, except for the four two-bedroom
market-rate units with a 0.7% capture rate by bedroom type. The capture rates for
the two-bedroom units are moderate to high at 32.4% to 48.1%, with a Tax Credit
overall capture rate of 67.8% for two-bedroom units. All of the proposed three-
and four-bedroom units have capture rates of more than 100.0%, indicating these
unit types are not considered feasible. Given the proposed project’s very high
capture rates, we do not consider the proposed project supportable under this
methodology, despite the ongoing population and household growth.

e In our opinion the proposed project could be made more supportable by reducing
the proposed rents by 5.0% or more, so as to allow for a greater band of
affordability, as well as decreasing the number of three and four bedroom units,
while adding several one-bedroom units to the proposed project. Even with these
changes, the proposed project could still have some very high capture rates in
some bedroom types.

e In general, with the amount of modern Tax Credit supply in the market, and the
more than 500 market-rate units planned for the area, as well as new LIHTC units
under construction, the rental market may be nearing saturation and an expected
decrease in occupancy rates over the next few years before it is able to regain
balance.
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COMPARABLE PROPERTY MATRIX

We have provided a Comparable Property Matrix on the following page that
summarizes key occupancy, property age, quality (both site and neighborhood), rents,
square footages, and number of baths for each of the selected comparable properties

used in our analysis.

vogt

bowen




Comparable Property Analysis

Apartment Complex

MARKET-RATE APARTMENTS

Unit Type

TWO BEDROOM

THREE BEDROOM

FOUR BEDROOM

Rent

Size

Rent

SITE |Cumberland Cove R 2010 Al B 2BA 4] 1040 $675 $816
3 [camdenway 18| 98.3%| 1987 B-| B 1BA 10 865 $505 $736
2BA 11 865 $620 $761 5| 1152 $695 $868 $0.75]
6 [311 Sunnyside Dr. 1] 1000%| 1978 [B+| B 2BA 1] 1500] s1000| %1293 $0.86]
7 [colerain Oaks Rental Homes 212 9asw| 1991 |c | c 2BA 76 935 $525 $724 $0.77| 17| 1128 $575 $813 $0.72) 19 1400 $675 $968 $0.69)
11 [Harbor Pine Apts. 200| 885%| 1989 B | B 1BA
2BA 100 950 $675 $859 $0.90) 30| 1150 $775 $998 $0.87]
17 |Park Place Apts. 200| 955% 1989 | A-| B 1BA 72 950 $720 $904 $0.95]
2BA 72 950 $740 $924 $0.97] 24| 1,100 $840 |  $1,063 $0.97]
23 [518 Moeckel Ln. 1] 100.0%] 1974 2BA 1,500 $875 | $1,168 $0.78)
TTAX CREDIT @ 60%
SITE |cumberland Cove 47| - 2010 Al B 2 BA-@60% 25 1040 $601 $742 $0.71] 16| 1278 $687 $860 $0.67] 6| 1466 $743 $963 $0.66)
2 [Ashton Pines at Sugar Mil 34| 1000%] 1998 | B+ | B 2 BA-@60% 17 984 $517 $701 $0.71] 17| 1164 $587 $810 $0.70)
4 |Kingsland Phase Il-Family o| oow| 2008 | A | B 2 BA-@60% 0 900 $589 $730 $0.81] o] 1100 $667 $840 $0.76)
19 [Royal Point Apts. 8a| 893w 2000 | A | B 2 BA-@60% a2 990 $558 $699 $0.71] 42| 1189 $636 $809 $0.68]
SITE |Cumberland Cove 24| - 2010 A 2 BA-@50% 11| 1040 $481 $622 $0.60) 9| 128 $548 $721 $0.56] 4| 1466 $589 $809 $0.55]
1 |Ashton Cove Apts. 18| 1000%] 2000 |B+| B 1 BA-@50% 4 914 $427 $611 $0.67]
2 BA-@50% 4 946 $427 $611 $0.65] 5| 1,167 $490 $713 $0.61]
2 [ashton Pines at Sugar Mil 36| 1000%| 1998 | B+ | B 2 BA-@50% 18 984 $426 $610 $0.62] 18] 1164 $480 $703 $0.60)
4 |Kingsland Phase Il-Family o| oow| 208 |aA| B 2 BA-@50% 0 900 $464 $605 $0.67] ol 1100 $534 $707 $0.64]
16  |Old Jefferson Estates 62| 1000%| 1995 | B+ | B 2 BA-@50% 24| 1207 $443 $705 $0.54 38| 1329 $463 $783 $0.59)
19 [Royal Point Apts. 60| 933% 2000 | A | B 2 BA-@50% 30 990 $438 $579 $0.58] 30| 1189 $497 $670 $0.56]
TAX CREDIT @ 45%
1 |Ashton Cove Apts. 54| 1000% 2000 |B+| B 1 BA-@45% 15 914 $373 $557 $0.61]
2 BA-@45% 15 946 $373 $557 $0.59] u| 1167 $421 $644 $0.55)
[ACHIEVABLE MARKET RENTS
Subject Estimate 24] - [ 200 [A] B ] 2BA | 0] 1,040 $740) $740) $0.71] 25| 1278 $840) $840) 0.6 1] 1466 $900) $900) $0.61/
[roTaLs/AVERAGES
MARKET-RATE APARTMENTS 732 93.9%| 1985 341 941 $661 sas|  sood] 176 1127 $649 seso]  sorg| 21| 1410 $700 $993)  $0.70|
TAX CREDIT @ 60% 118| 92.4%| 2002 59 988 $546 $700]  $0.71 59 1182 $622 s800] o8 [
TAX CREDIT @ 50% 176 | 97.7%| 2000 56 980 $433 $504|  $0.61] 77| 1215 $476 seo1|  sos7| 38| 1320 $463 $783]  $0.59)
TAX CREDIT @ 45% 54 | 100.0%| 2000 30 930 $373 $557|  $0.60) 1| 1167 $421 s644] 055 [ |

* - QR = Quality Rating, NR = Neighborhood Rating

** - Some unit types not shown



SECTION B - PROJECT DESCRIPTION

The proposed project involves the new construction of the 75-unit Cumberland
Cove apartment property in St. Mary’s, Georgia. The proposed project will be
developed using Low-Income Housing Tax Credits and target households with
incomes of up to 50% and 60% of Area Median Household Income (AMHI) as well
as market-rate renters with no maximum income limitation. The proposed Tax
Credit collected rents range from $481 to $743, and the proposed market-rate two-
bedroom rent is $675. Additional details of the subject project are as follows:

A. PROJECT DESCRIPTION

1.

2.

PROJECT NAME:

PROPERTY LOCATION:

PROJECT TYPE:

Cumberland Cove

Southern corner of Martha Drive and
Myrtle Street
St. Mary’s, Georgia 31558

Low-Income Housing Tax Credit and
market-rate

UNIT CONFIGURATION AND RENTS:

PROPOSED RENTS

TOTAL | BEDROOM SQUARE | PERCENT UTILITY
UNITS TYPE BATHS | STYLE FEET OF AMHI COLLECTED | ALLOWANCE | GROSS
11 TWO-BR. 2.0 GARDEN 1,040 50% $481 $117 $598
25 TWO-BR. 2.0 GARDEN 1,040 60% $601 $117 $718
4 TWO-BR. 2.0 GARDEN 1,040 MR $675 $117 $792
9 THREE-BR. 2.0 GARDEN 1,278 50% $548 $143 $691
16 THREE-BR. 2.0 GARDEN 1,278 60% $687 $143 $830
4 FOUR-BR. 2.0 GARDEN 1,466 50% $589 $182 $771
6 FOUR-BR. 2.0 GARDEN 1,466 60% $743 $182 $925
75
*Source: Southport Financial Services, Inc; Georgia Dept. of Community Affairs
AMHI — Area Median Household Income (Camden County, GA)
BR. — Bedroom
MR - Market-rate
5. TARGET MARKET: Family
6. PROJECT DESIGN: Seven two- and three-story walk-up
buildings with wood and brick exteriors.
7. ORIGINAL YEAR BUILT: Not applicable/new construction
vogt bowen
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8. PROJECTED OPENING
DATE: June 2010

9. UNIT AMENITIES:

e RANGE e CENTRAL AIR CONDITIONING
e REFRIGERATOR e CARPET
e MICROWAVE OVEN e WINDOW BLINDS
e DISHWASHER e WASHER/DRYER HOOKUPS
e GARBAGE DISPOSAL e WALK-IN CLOSETS
e STORAGE e BALCONY/PATIO
10. COMMUNITY AMENITIES:
e ON-SITE MANAGEMENT e COMMUNITY BUILDING
e SWIMMING POOL e EXERCISE ROOM
e WALKING PATH e BUSINESS CENTER
e LIBRARY e PICNIC AREA
e COVERED PAVILION e LAUNDRY FACILITY
e PLAYGROUND

11. RESIDENT SERVICES: None
12. TENANT UTILITY RESPONSIBILITY:

Water, sewer and trash removal will be included. Tenants will pay for the

following:
e ELECTRICITY e ELECTRIC HEATING & COOLING
e ELECTRIC COOKING e ELECTRIC HOT WATER HEAT

13. RENTAL ASSISTANCE: None
14. PARKING: The subject site will offer 152 open lot parking spaces.
15. CURRENT PROJECT STATUS: Proposed

16. STATISTICAL AREA:Camden County, GA (2008)

A state map, regional map, and map illustrating the site neighborhood are on the
following pages.
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SECTION C - SITE DESCRIPTION AND EVALUTION

1. SITE INSPECTION DATE

Ted Uritus, an employee of VWB Research, inspected the site and area
apartments during the week of July 14, 2008. The following is a summary of
our site evaluation, including an analysis of the site’s proximity to community
services.

2. SITE DESCRIPTION AND SURROUNDING LAND USES

The subject site is a vacant, wooded parcel located at the southern corner of
Martha Drive and Myrtle Street in the central portion of St. Mary’s, Camden
County, Georgia. The site is in a developed area of St. Mary’s. St. Mary’s is
30.0 miles north of Jacksonville, Florida and 96.0 miles south of Savannah,
Georgia.

The subject site is within an established area of St. Mary’s, Georgia.
Surrounding land uses include single-family homes, multifamily apartments,
wooded land, a middle school, and retail and commercial opportunities.
Adjacent land uses are detailed as follows:

North- | The intersection of Martha Drive and Myrtle Street, both
moderately traveled arterials, borders the site to the north. Farther
north is the newly constructed St. Mary’s Middle School.
Continuing north are moderately sized single-family homes and
multifamily apartments, all of which are satisfactory condition.
East - Myrtle Street and a small collection of owner occupied
townhomes in satisfactory condition border the site to the east.
Farther east are moderately sized single-family homes in
satisfactory condition. Continuing east is the St. Mary’s Airport.
The airport is approximately 0.5 miles from the site, but is not
perceived as a nuisance, as the amount of air traffic is minimal.
South - | Pelican Point Apartments, a conventional apartment complex in
satisfactory condition along Osborne Road borders the site to the
south. Farther south are various fast food restaurants, including
Wendy’s and Kentucky Fried Chicken. Continuing south are the
offices of Express Scripts, a major employer in the area.

West - Pelican Point Apartments and Martha Drive border the site to the
west. Farther west are various retail and commercial
establishments, including TDS Telecom, a gas station/convenience
store, and restaurants. Continuing west are additional retail
opportunities, including Wal-Mart Supercenter, Bank of America,
and a movie theater.
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Overall, the subject property fits well with the surrounding land uses and should
contribute to the marketability of the site.

3. PROXIMITY TO COMMUNITY SERVICES AND INFRASTRUCTURE

The site is served by most community services as detailed in the following

table:

TRAVEL DISTANCE

COMMUNITY SERVICES NAME FROM SITE (IN MILES)
MAJOR HIGHWAY (S) INTERSTATE 95 6.2 WEST
PUBLIC BUS STOP NO PUBLIC TRANSPORTATION -

MAJOR EMPLOYERS/ EMPLOYMENT KINGS BAY NAVAL SUBMARINE 3.7 NORTH
CENTERS BASE 0.4 SOUTH
EXPRESS SCRIPTS 0.5 WEST

WAL-MART SUPERCENTER
SOUTHEAST GEORGIA HEALTH
SYSTEM

4.6 NORTHWEST

CONVENIENCE STORE

FLASH FOODS

0.2 SOUTHWEST

GROCERY WAL-MART SUPERCENTER 0.5 WEST
DISCOUNT DEPARTMENT STORE WAL-MART SUPERCENTER 0.5 WEST
SHOPPING CENTER/MALL KINGS BAY 0.5 WEST
SCHOOLS:

ELEMENTARY CROOKED RIVER 6.8 NORTH

MIDDLE/JUNIOR HIGH ST. MARY’S 0.1 WEST

HIGH CAMDEN 14.5 NORTHWEST
HOSPITAL SOUTHEAST GEORGIA HEALTH 4.6 NORTHWEST

SYSTEM
POLICE ST. MARY’S POLICE DEPARTMENT 2.3 EAST
FIRE ST. MARY'’S FIRE DEPARTMENT 1.0 SOUTHEAST
POST OFFICE U.S. POST OFFICE 3.2 SOUTHEAST
BANK BANK OF AMERICA 0.3 SOUTH
SENIOR CENTER CAMDEN SENIOR CENTER 21.9 NORTH
RECREATIONAL FACILITIES CROOKED RIVER STATE PARK 7.2 NORTH
ST. MARY’S SUBMARINE MUSEUM 3.3 SOUTHEAST

ST. MARY’S AQUATIC CENTER

1.6 SOUTHEAST

GAS STATION FLASH FOODS 0.2 SOUTHWEST
PHARMACY WAL-MART SUPERCENTER 0.5 WEST
RESTAURANT WENDY’S 0.2 SOUTHWEST
DAY CARE CHILDTIME LEARNING CENTER 0.4 SOUTH

COMMUNITY CENTER

ST. MARY’S AQUATIC CENTER

1.6 SOUTHEAST

The site is located in an area where the primary land uses are residential and
commercial. The residents view the schools that serve the subject site in a
positive light and the new St. Mary’s Middle School is located across the street
from the site. There is no public transit system in St. Mary’s, but State Route 40
is located just south of site with convenient access to U.S. Interstate 95, 6.2
miles to the west. The site has convenient access to most shopping needs, with
Kings Bay Shopping Center located 0.5 miles west of the site. Within the
shopping center is a Wal-Mart Supercenter, which also serves as the closest
grocery and pharmacy. There are numerous recreational and entertainment
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opportunities in the area due to the proximity to waterways. Crooked River
State Park, 7.2 miles north of the site, has over 500 acres of land with cottages,
camping areas, picnic shelters, a nature center, as well as a boat ramp and dock.
In downtown St. Mary’s, the St. Mary’s Aquatic Center, 1.6 miles southeast of
the site, is a major attraction to the area residents. The site is in a developed
area of St. Mary’s and most community services are already established. The
St. Mary’s Police Department and Fire Department both maintain offices within
2.3 miles of the site. The Southeast Georgia Health System maintains a hospital
4.6 miles northwest of the site. The large area employers, including Wal-Mart
and Express Scripts, provide area residents with numerous employment
opportunities, which would most likely be the jobs that qualify for affordable
housing.

4. VISIBILITY AND ACCESS

The subject property is located at the corner of Martha Drive and Myrtle Street
in the central portion of St. Mary’s, Georgia. Traffic is moderate throughout the
day with a slight increase along Martha Drive during business commuting
hours. Access along both bordering streets is considered excellent when
traveling in either direction. Visibility is considered excellent along both
bordering streets, as the property will have frontage along both. Signage on
both Martha Drive and Myrtle Street is recommended to increase visibility.

5. CRIME ISSUES

The primary source for Crime Risk data is the FBI Uniform Crime Report
(UCR). The FBI collects data from each of roughly 16,000 separate law
enforcement jurisdictions across the country and compiles this data into the
UCR. The most recent update showed an overall coverage rate of 95% of all
jurisdictions nationwide with a coverage rate of 97% of all jurisdictions in
metropolitan areas.

Applied Geographic Solutions uses the UCR at the jurisdictional level to model
each of the seven crime types at other levels of geography. Risk indices are
standardized based on the national average. A Risk Index value of 100 for a
particular risk indicates that, for the area, the relative probability of the risk is
consistent with the average probability of that risk across the United States.

It should be noted that aggregate indices for total crime, personal crime, and
property crime are not weighted indices, in that a murder is weighted no more
heavily than petty theft. Thus, caution should be used when using the aggregate
indices.
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Total crime risk (41) for the Site PMA is well below the national average with
an overall personal crime index of 28 and property crime index of 49. Total
crime risk for Camden County is also below the national average with indices
for personal and property crime of 41 and 65, respectively. Given the area’s
somewhat rural environment and nearby military presence, the low area crime
rate is not all that surprising.

CRIME RISK INDEX
SITE PMA CAMDEN COUNTY

TOTAL CRIME 41 57
PERSONAL CRIME 28 41
MURDER 41 64
RAPE 28 48
ROBBERY 19 27
ASSAULT 31 42
PROPERTY CRIME 49 65
BURGLARY 51 73
LARCENY 77 99
MOTOR VEHICLE THEFT 17 23

Source: Applied Geographic Solutions

6. SITE PHOTOGRAPHS

Photographs of the subject site are on located on the following pages.
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SITE PHOTOGRAPHS
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South view of site
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North view from site

East view from site
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South view from site

4msie

West view from site
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Northwest on Myrtle Street

Southeast on Myrtle Street
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Northeast on Martha Drive

Southwest on Martha Drive
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7. COMMUNITY SERVICES MAP

A map illustrating the location of community services and the subject site is on
the following page.

vogt bowen
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8. NEIGHBORHOOD DEVELOPMENTS/ZONING

The proposed project involves the new construction of 75 apartment units in an
established area of St. Mary’s. Nearby land uses include single-family homes,
multifamily apartments, wooded land, a middle school, and retail and commercial
spaces, which are considered to positively impact the subject site’s marketability.
The area is currently zoned R-3, which allows for medium to high-density
residential development, and this use is not expected to change.

9. MAP OF LOW-INCOME RENTAL HOUSING

A map illustrating the location of low-income rental housing projects (Tax Credit,
Rural Development 515, HUD Section 8, and Public Housing) identified in the Site
PMA is included on the following page.

vogt bowen
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10.

11.

12.

PLANNED ROAD OR INFRASTRUCTURE IMPROVEMENTS

According to area planning and zoning officials, there are no notable roads or other
infrastructure projects underway or planned for the immediate site area. The subject
site has convenient access to State Route 40, Interstate 95, and U.S. Highway 17.
The area is established and electric service is provided by Georgia Power and water
and sewer service is provided by the city of St. Mary’s.

VISIBLE ENVIRONMENTAL OR OTHER CONCERNS

There were no visible environmental concerns regarding the site.

OVERALL SITE EVALUATION

The surrounding land uses will have a positive impact on the marketability of the
site. Visibility and access are considered excellent, as the site will be visible from
both bordering streets and access will be convenient for motorist traveling in either
direction along Martha Drive and Myrtle Street.

The site is within close proximity to shopping, employment, recreation,
entertainment, and education opportunities. Social services and public safety
services are all within 5.0 miles of the site, with the exception of the senior center in
Woodbine. The site has convenient access to major roadways, including State Route
40, Interstate 95, and U.S. Highway 17. Overall, we consider the site’s location and
proximity to community services to have a positive impact on the marketability of
the site.
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SECTION D - PRIMARY MARKET AREA DELINEATION

The Site Primary Market Area (PMA) is the geographical area from which 85% of
the support for the proposed development is expected to originate. The St. Mary’s
Site PMA was determined through interviews with area leasing and real estate
agents, government officials, economic development representatives, and the
personal observations of our analysts. The personal observations of our analysts
include physical and/or socioeconomic differences in the market and a demographic
analysis of the area households and population.

The St. Mary’s Site PMA includes the cities of St. Mary’s and Kingsland, and
outlying unincorporated areas. The boundaries of the Site PMA include Colerain
Road, Laurel Island Parkway, Winding Road, the boundary of the Kings Bay Naval
Base, and North River Causeway to the north; State Route 40 Spur and St. Mary’s
River to the east; St. Mary’s River to the south; and U.S. Highway 17/State Route 25
and the Kingsland city boundary to the west. The Site PMA includes the following
Census Tracts: 103.01, 104, and 106.

Several area apartment managers, including Ms. Laurice Lancaster of the Tax Credit
project Ashton Pines at Sugar Mill and Ms. Shirley Valenteen of the LIHTC property
Old Jefferson Estates confirmed the Site PMA stating that the almost all of their
tenants come from St. Mary’s and Kingsland.

Ms. Heather Hutching-Openlander, manager of the Pelican Point Apartments, a
market-rate project that neighbors the site, stated that her tenants are primarily from
St. Mary’s and Kingsland. Ms. Linda Grooms, a property manager for a local
RE/MAX office, stated that area residents will move freely between Kingsland and
St. Mary’s, depending on where the can get the most utility for their housing dollar.

A small portion of support may originate from some of the outlying areas; however,
we have not considered any secondary market area in this report. The area to the
northeast of the PMA is Kings Bay Naval Submarine Base, which has its own
housing for personnel. The areas to the north and west of the PMA are primarily
rural and will not provide significant support for the project. There may be some
minor support from the area of north Florida near Jacksonville, but we believe this
support will be minimal.

A map delineating the boundaries of the Site PMA is included on the following page.

vogt bowen

D-1




e

Y Project Site

[Jcensus Tract
 m—

=@=Interstate Hwys
=J=US Hwys

==State Hwys
0 1 2 3

Miles
1:113,605

andingRd———————

ngate

vogt bowen




SECTION E-COMMUNITY DEMOGRAPHIC DATA &
ECONOMIC TRENDS

1. POPULATION TRENDS

The St. Mary’s Site PMA population base increase by 9,263 between 1990 and
2000. This represents a 57.6% increase over the 1990 total population, or an
annual rate of almost 5.8%. The Site PMA population base for 1990, 2000, 2008
(estimated), and 2010 (projected) are summarized as follows:

YEAR
1990 2000 2008 2010
(CENSUS) | (CENSUS) | (ESTIMATED) | (PROJECTED)
POPULATION 16,070 25,333 30,634 32,035
POPULATION CHANGE - 9,263 5,301 1,400
PERCENT CHANGE - 57.6% 20.9% 4.6%

Source: Census; ESRI; VWB Research

Between 2000 and 2008, the Site PMA population increased by 5,301 or 20.9%. It
is projected that the total population will increase by 1,400 people, or 4.6%,
between 2008 and 2010. This represents continuing stable population growth in
the market.

The Site PMA population bases by age are summarized as follows:

POPULATION 2000 (CENSUS) 2008 (ESTIMATED) | 2010 (PROJECTED) | CHANGE 2008-2010
BY AGE NUMBER [ PERCENT|NUMBER |PERCENT | NUMBER |PERCENT | NUMBER |PERCENT
19 & UNDER 9,043 35.7% 9,886 32.3% 10,101 31.5% 215 2.2%
20 TO 24 1,964 7.8% 2,136 7.0% 2,311 7.2% 175 8.2%
25 TO 34 4,503 17.8% 5,721 18.7% 5,964 18.6% 243 4.3%
35 TO 44 4,415 17.4% 5,057 16.5% 5,116 16.0% 58 1.2%
45 TO 54 2,727 10.8% 3,939 12.9% 4,290 13.4% 352 8.9%
55 TO 64 1,409 5.6% 2,279 7.4% 2,529 7.9% 250 11.0%
65 TO 74 797 3.1% 1,023 3.3% 1,087 3.4% 64 6.3%
75 & HIGHER 475 1.9% 594 1.9% 637 2.0% 43 7.3%
TOTAL 25,333 100.0% 30,634 100.0% 32,035 100.0% 1,400 4.6%
Source: 2000 Census; ESRI; VWB Research
As the preceding table illustrates, more than 48.0% of the population is expected
between 25 and 54 years old in 2008. This age group is the primary group of
potential renters for the subject site and this age group is expected to grow by
4.4% over the next two years.
vogt bowen
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2. HOUSEHOLD TRENDS

Within the St. Mary’s Site PMA, households increased by 3,316 (59.0%) between
1990 and 2000. This equates to an annual average of almost 6.0%. This is
tremendous household growth. Household trends within the St. Mary’s Site PMA
are summarized as follows:

YEAR
1990 2000 2008 2010
(CENSUS) (CENSUS) | (ESTIMATED) | (PROJECTED)
HOUSEHOLDS 5,618 8,934 10,873 11,378
HOUSEHOLD CHANGE - 3,316 1,939 505
PERCENT CHANGE - 59.0% 21.7% 4.6%
AVERAGE HOUSEHOLD SIZE 2.85 2.83 2.81 2.81

Source: 2000 Census; ESRI; VWB Research

Total household growth continued, albeit at a slower 21.7% rate, between 2000
and 2008, and is projected to continue to increase until in 2010 there will be a

total of 11,378 households.

between 2000 and 2010.

The Site PMA household bases by age are summarized as follows:

This is an increase of 244 households annually

HOUSEHOLDS 2008 (ESTIMATED) 2010 (PROJECTED) CHANGE 2008-2010
BY AGE NUMBER | PERCENT | NUMBER | PERCENT | NUMBER | PERCENT

UNDER 25 903 8.3% 906 8.0% 3 0.3%

25-34 2,918 26.8% 3,065 26.9% 148 5.1%

35-44 2,703 24.9% 2,704 23.8% 1 0.0%

45 - 54 2,139 19.7% 2,299 20.2% 161 7.5%

55 -64 1,273 11.7% 1,406 12.4% 134 10.5%

65-74 608 5.6% 643 5.6% 34 5.7%

75-84 243 2.2% 264 2.3% 21 8.7%

85 & HIGHER 86 0.8% 91 0.8% 4 5.1%

TOTAL 10,873 100.0% 11,378 100.0% 505 4.6%

Source: 2000 Census; ESRI; VWB Research

Between 2008 and 2010 the greatest growth among household age groups will be
among households between the ages of 45 and 64.

Households by tenure are distributed as follows:

2000 (CENSUS) 2008 (ESTIMATED) 2010 (PROJECTED)
TENURE NUMBER PERCENT NUMBER |PERCENT| NUMBER PERCENT
OWNER-OCCUPIED 5,474 61.3% 6,715 61.8% 7,030 61.8%
RENTER-OCCUPIED 3,460 38.7% 4,158 38.2% 4,348 38.2%
TOTAL 8,934 100.0% 10,873 100.0% 11,378 100.0%
Source: 2000 Census; ESRI; VWB Research
vogt bowen
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Currently, 38.2% of all households within the Site PMA are renter-occupied, and
this share is not expected to change over the next two years.

The household size among renter households within the Site PMA, based on
Census data and estimates, are distributed as follows:

PERSONS PER 2000 (CENSUS) 2008 (ESTIMATED) CHANGE 2000-2008

RENTER HOUSEHOLD [ HOUSEHOLDS | PERCENT | HOUSEHOLDS | PERCENT | HOUSEHOLDS | PERCENT

1 PERSON 802 23.2% 1,072 25.8% 270 33.6%

2 PERSONS 1,095 31.6% 1,172 28.2% 77 7.0%

3 PERSONS 670 19.4% 786 18.9% 116 17.2%

4 PERSONS 483 14.0% 624 15.0% 141 29.1%

5+ PERSONS 409 11.8% 504 12.1% 95 23.2%

TOTAL 3,460 100.0% 4,158 100.0% 698 20.2%

Source: 2000 Census; ESRI; VWB Research

PERSONS PER 2000 (CENSUS) 2008 (ESTIMATED) CHANGE 2000-2008

OWNER HOUSEHOLD [ HOUSEHOLDS | PERCENT | HOUSEHOLDS | PERCENT | HOUSEHOLDS | PERCENT

1 PERSON 815 14.9% 1,032 15.4% 217 26.6%

2 PERSONS 1,612 29.4% 2,239 33.4% 628 39.0%

3 PERSONS 1,143 20.9% 1,344 20.0% 202 17.7%

4 PERSONS 1,248 22.8% 1,396 20.8% 148 11.9%

5+ PERSONS 656 12.0% 702 10.5% 46 7.1%

TOTAL 5474 100.0% 6,715 100.0% 1,241 22.7%

Source: 2000 Census; ESRI; VWB Research

The proposed subject project will generally house two- to six-person households,
This is a high
share of renter households and a good indication for support for the proposed

which comprise almost three-quarters of all renter households.

development.

The distribution of all households by income within the Site PMA is summarized

as follows:
HOUSEHOLD 2000 (CENSUS) 2008 (ESTIMATED) 2010 (PROJECTED)
INCOME NUMBER PERCENT NUMBER PERCENT NUMBER PERCENT
LESS THAN $10,000 648 7.3% 610 5.6% 594 5.2%
$10,000 - $19,999 1,011 11.3% 743 6.8% 672 5.9%
$20,000 - $29,999 1,200 13.4% 1,001 9.2% 1,006 8.8%
$30,000 - $39,999 1,340 15.0% 1,212 11.1% 1,130 9.9%
$40,000 - $49,999 1,293 14.5% 1,222 11.2% 1,226 10.8%
$50,000 - $59,999 990 11.1% 1,297 11.9% 1,238 10.9%
$60,000 - $74,999 974 10.9% 1,455 13.4% 1,576 13.9%
$75,000 - $99,999 924 10.3% 1,550 14.3% 1,706 15.0%
$100,000 & HIGHER 554 6.2% 1,783 16.4% 2,230 19.6%
TOTAL 8,934 100.0% 10,873 100.0% 11,378 100.0%
MEDIAN INCOME $41,649 $54,704 $58,386
Source: 2000 Census; ESRI; VWB Research
vogt bowen
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Between 2000 and 2008, most of the household growth was among households
with incomes of $50,000 and higher.

The following tables illustrate renter household income by household size for
2000, 2008, and 2010 for the Site PMA:

RENTER 2000 CENSUS
HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON | TOTAL
$0-$9,999 197 62 89 20 11 380
$10,000-$19,999 212 186 127 59 30 615
$20,000-$29,999 167 274 76 71 71 659
$30,000-$39,999 127 205 133 62 69 596
$40,000-$49,999 18 187 97 93 89 483
$50,000-$59,999 54 65 59 65 45 289
$60,000+ 27 115 89 113 93 437
TOTAL 802 1,095 670 483 409 3,460
Source: Ribbon Demographics; ESRI
RENTER 2008 ESTIMATED
HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON | TOTAL
$0-$9,999 257 50 76 16 9 407
$10,000-$19,999 277 152 96 45 24 594
$20,000-$29,999 181 277 62 56 56 631
$30,000-$39,999 195 183 144 66 62 650
$40,000-$49,999 27 185 124 104 102 543
$50,000-$59,999 87 96 94 98 73 447
$60,000+ 48 229 189 241 178 885
TOTAL 1,072 1,172 786 624 504 4,158
Source: Ribbon Demographics; ESRI
RENTER 2010 PROJECTED
HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON | TOTAL
$0-$9,999 267 47 72 15 9 410
$10,000-$19,999 290 148 92 43 22 595
$20,000-$29,999 181 291 60 54 55 641
$30,000-$39,999 207 176 139 64 61 646
$40,000-$49,999 28 184 126 107 104 550
$50,000-$59,999 108 97 94 98 78 476
$60,000+ 56 263 221 282 207 1,030
TOTAL 1,136 1,207 804 665 536 4,348
Source: Ribbon Demographics; ESRI
Data from the previous tables is used in our demand analysis. It is important to
note that all of the demographics data within the Site PMA suggests very positive
growth in both population and households. This should result in a continuing
need for new housing, including affordable rental housing.
vogt bowen
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3. LABOR FORCE PROFILE

The labor force within the St. Mary’s Site PMA is based primarily in two sectors.
Services (which comprises 39.2%), and Retail Trade comprise more than 75% of
the Site PMA labor force. According to ESRI, employment in the Site PMA as of
2007 was distributed as follows:

SIC GROUP ESTAB. PERCENT | EMPLOYEES | PERCENT | AVG. E.P.E.
AGRICULTURE & NATURAL RESOURCES 29 2.0% 72 0.8% 2.5
MINING 0 0.0% 0 0.0% 0.0
CONSTRUCTION 123 8.5% 559 5.8% 4.5
MANUFACTURING 30 2.1% 106 1.1% 3.5
TRANSPORTATION & UTILITIES 56 3.8% 353 3.7% 6.3
WHOLESALE TRADE 29 2.0% 92 1.0% 3.2
RETAIL TRADE 348 23.9% 3,472 36.2% 10.0
F.I.R.E. 150 10.3% 661 6.9% 4.4
SERVICES 635 43.6% 3,759 39.2% 5.9
GOVERNMENT 51 3.5% 511 5.3% 10.0
NON-CLASSIFIABLE 4 0.3% 0 0.0% 0.0
TOTAL 1,455 100.0% 9,585 100.0% 6.6

Source: 2000 Census; ESRI; VWB Research
E.P.E.- Employees Per Establishment

Note: Since this survey is conducted of establishments and not of residents, some employees may not live within the Site PMA. However,
these employees are included in our labor force calculations because their places of employment are located within the Site PMA.

EMPLOYMENT BY INDUSTRY
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Typical wages by occupation for the Brunswick MSA, the closest MSA to the
proposed project site, and Georgia are illustrated as follows:

TYPICAL WAGE BY OCCUPATION TYPE

OCCUPATION TYPE BRUNSWICK MSA GEORGIA
MANAGEMENT OCCUPATIONS $84,550 $91,040
BUSINESS AND FINANCIAL OCCUPATIONS $61,960 $62,720
COMPUTER AND MATHEMATICAL OCCUPATIONS $57,390 $67,330
ARCHITECTURE AND ENGINEERING OCCUPATIONS $50,170 $62,880
COMMUNITY AND SOCIAL SERVICE OCCUPATIONS $36,460 $38,450
ART, DESIGN, ENTERTAINMENT, AND SPORTS
MEDICINE OCCUPATIONS $44,410 $48,740
HEALTHCARE PRACTITIONERS AND TECHNICAL
OCCUPATIONS $61,660 $61,820
HEALTHCARE SUPPORT OCCUPATIONS $24,660 $23,700
PROTECTIVE SERVICE OCCUPATIONS $44,480 $32,110
FOOD PREPARATION AND SERVING RELATED
OCCUPATIONS $17,020 $17,910
BUILDING AND GROUNDS CLEANING AND
MAINTENANCE OCCUPATIONS $21,690 $21,570
PERSONAL CARE AND SERVICE OCCUPATIONS $22,150 $25,220
SALES AND RELATED OCCUPATIONS $24,850 $32,980
OFFICE AND ADMINISTRATIVE SUPPORT OCCUPATIONS $27,630 $30,050
CONSTRUCTION AND EXTRACTION OCCUPATIONS $29,650 $33,630
INSTALLATION, MAINTENANCE AND REPAIR
OCCUPATIONS $35,710 $38,040
PRODUCTION OCCUPATIONS $29,900 $28,040
TRANSPORTATION AND MOVING OCCUPATIONS $25,690 $30,540

Source: U.S. Department of Labor, Bureau of Labor Statistics

Most Brunswick MSA annual average blue-collar salaries range from $17,020 to
$44,480, while most management and other white-collar jobs have annual average
salaries of over $50,000. The proposed project will target households with
incomes between $20,500 and $37,020. The area employment base has a
significant number of income-appropriate households from which the proposed

subject project will be able to draw support.
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4. MAJOR EMPLOYERS

The 10 largest employers within Camden County comprise a total of more than
13,000 employees. Note that almost 9,000 of these local employees are working
at the Kings Bay Naval Submarine Base. These employers are summarized as
follows:

TOTAL
INDUSTRY BUSINESS TYPE EMPLOYED
KINGS BAY NAVAL SUBMARINE BASE MILITARY 8,936
CAMDEN COUNTY SCHOOL DISTRICT EDUCATION 1,700
PHARMACEUTICAL CALL
EXPRESS SCRIPTS CENTER 578
AEROSPACE
LOCKHEED MISSILES & SPACE MANUFACTURING 479
WAL-MART RETAIL 366
CAMDEN COUNTY GOVERNMENT LOCAL GOVERNMENT 352
SOUTHEAST GEORGIA HEALTH SYSTEM HEALTH CARE 330
WINN-DIXIE GROCERY 107
PUBLIX SUPER MARKET GROCERY 105
OSPREY COVE GOLF COURSE RECREATION FACILITY 85
TOTAL 13,038

According to local Chamber of Commerce sources and Economic Development
representatives, none of the area’s major employers are expecting any significant
increases or decreases in their employment base in the future.

Note that several business owners stated that the reassessment of land and
property values in Camden County has resulted in the closing of several local
shops and businesses where owners have not been able to pay their higher
assessed taxes, and have in many cases closed or sold the local business.

EMPLOYMENT TRENDS

The following tables were generated from the U.S. Department of Labor, Bureau
of Labor Statistics and reflect employment trends within the county in which the
site is located.

The employment base has increased by 19.8% over the past five years in Camden
County, more than the Georgia average of 10.3%. Total employment reflects the
number of employed persons that live within the county.

The following illustrates the total employment base for Camden County and
Georgia:
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TOTAL EMPLOYMENT
YEAR CAMDEN COUNTY GEORGIA U.S.
1998 16,016 3,861,646 134,287,069
1999 16,323 3,951,684 136,289,213
2000 17,240 4,095,362 138,102,531
2001 17,297 4,112,868 138,249,187
2002 17,651 4,135,381 137,951,032
2003 17,707 4,173,787 138,399,336
2004 18,264 4,250,777 140,151,494
2005 19,628 4,377,507 142,615,987
2006 20,145 4,516,169 145,402,921
2007 21,215 4,602,947 146,836,599
2008* 21,003 4,597,672 145,799,875
Source: Department of Labor, Bureau of Labor Statistics
*Through June

Camden County

/C//M

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

As the preceding illustrates, the Camden County employment base has increased
by 5,199 employees since 1998, with the biggest increase occurring between 2003
and 2007.

The following table illustrates the percent change in employment for Camden
County and Georgia.
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Unemployment rates for Camden County and Georgia are illustrated as follows:

UNEMPLOYMENT RATE
YEAR CAMDEN COUNTY GEORGIA U.S.
1998 4.0% 4.2% 4.6%
1999 3.5% 3.8% 4.3%
2000 3.6% 3.5% 4.0%
2001 3.7% 4.0% 4.8%
2002 4.3% 4.8% 5.8%
2003 5.3% 4.8% 6.0%
2004 4.4% 4.7% 5.6%
2005 4.5% 5.2% 5.2%
2006 4.0% 4.6% 4.7%
2007 3.6% 4.4% 4.7%
2008* 4.3% 5.2% 5.3%

Source: Department of Labor, Bureau of Labor Statistics

*Through June

The unemployment rate in Camden County has historically been below the state
average, and local unemployment was at its lowest level in more than five years.

In-place employment reflects the total number of jobs within the county
regardless of the employee’s county of residence. The following illustrates the

total in-place employment base for Camden County.

IN-PLACE EMPLOYMENT CAMDEN COUNTY
YEAR EMPLOYMENT CHANGE % CHANGE

2001 13,585 - -

2002 13,690 105 0.8%
2003 13,511 -179 -1.3%
2004 13,939 428 3.2%
2005 15,065 1,126 8.1%
2006 15,196 131 0.9%
2007 15,668 472 3.1%

Source: Department of Labor, Bureau of Labor Statistics
vogt bowen
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Data for 2007, the most recent year that year-end figures are available, indicates
in-place employment in Camden County to be 73.9% of the total Camden County
employment. This means that Camden County has more employed persons
leaving the county for daytime employment than those who work in the county.
This is not surprising given that many in the community travel to greater
Jacksonville or the Brunswick area for work. A high share of employed persons
leaving the county for employment could have an adverse impact on residency
with increasing energy costs.

. ECONOMIC FORECAST

With an economy based primarily in government, retail trade, and services, the
Camden County economy has historically performed well. The presence of the
Kings Bay Naval Submarine Base provides the area with a significant military
employment presence, and the base is not planned for any closings or
realignment, and as such should continue to be a very stable part of the economy
over the foreseeable future.

Also considering the presence of health care, government, and education
employment in the area, and the resistance these types of employment typically
have to economic slowdowns or downturns, we anticipate Camden County will
continue to have a stable and growing economy for at least the next few years. As
a result of the growing number of households in the Site PMA, the demand for all
housing should continue to grow moderately.

A map illustrating notable employment centers is on the following page.
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SECTION F - PROJECT-SPECIFIC DEMAND ANALYSIS

1. DETERMINATION OF INCOME ELIGIBILITY

The number of income-eligible households necessary to support the project from
the Site PMA is an important consideration in evaluating the proposed subject
project’s potential.

Under the Low-Income Housing Tax Credit program, household eligibility is
based on household income not exceeding the targeted percentage of Area
Median Household Income (AMHI), depending upon household size.

The subject site is within Camden County, which has a four-person median
household income of $53,200 for 2008. The subject property’s 71 Tax Credit
units will be restricted to households with incomes of up to 50% and 60% of
AMHI for Camden County. The following table summarizes the maximum
allowable income by household size for Camden County at 50% and 60% of

AMHI.
MAXIMUM
HOUSEHOLD ALLOWABLE INCOME
SIZE 50% 60%

ONE-PERSON $18,600 $22,320

TWO-PERSON $21,300 $25,560

THREE-PERSON $23,950 $28,740

FOUR-PERSON $26,600 $31,920

FIVE-PERSON $28,750 $34,500

SIX-PERSON $30,850 $37,020

a. Maximum Income Limits

The largest proposed units (four-bedroom) at the subject site are expected to
house up to six-person households. As such, the maximum allowable
income at the subject site is $30,850 at 50% AMHI and $37,020 at 60%
AMHI. The four proposed market-rate units will have no income limitation.

b. Minimum Income Requirements

Leasing industry standards typically require households to have rent to
income ratios of 27% to 40%. Pursuant to GDCA/GHFA market study
guidelines, the maximum rent to income ratio permitted for family projects
is 35%, while older person (age 55+) and elderly (age 62+) projects should
utilize a 40% income to rent ratio.
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The proposed Low-Income Housing Tax Credit units will have a lowest
gross rent of $598 (at 50% AMHI). Over a 12-month period, the minimum
annual household expenditure (rent plus tenant-paid utilities) at the subject
site is $7,176.

Applying a 35% rent to income ratio to the minimum annual household
expenditure yields a minimum annual household income requirement for the
Tax Credit units of $20,500.

For the proposed market-rate units, we have applied a 27% rent to income
ratio to determine the minimum income required for these units to be
$30,000.

c. Income-Appropriate Range

Based on the preceding analyses, the income-appropriate range required
living at the proposed project with units built to serve households at 50%
and 60% of AMHI, as well as market-rate renters is as follows:

INCOME RANGE
UNIT TYPE MINIMUM MAXIMUM
TAX CREDIT (LIMITED TO 50% OF AMHI) $20,500 $30,850
TAX CREDIT (LIMITED TO 60% OF AMHI) $24,615 $37,020
MARKET-RATE ($30,000+) $30,000 NONE

Note that because market-rate units have no maximum income, we have not
set a maximum income level for the market-rate units at the subject site.
With HISTA data, we can identify the precise number of higher income
renter households.

2. METHODOLOGY

The following are the demand components as outlined by the Georgia
Department of Community Affairs/Georgia Housing and Finance Authority:

a. Demand from New Household: New units required in the market area
due to projected household growth from migration into the market
and growth from existing households in the market should be
determined. This should be determined using 2000 renter household
census data and projecting forward to the anticipated placed in service
date of the project using a growth rate established from a reputable
source such as ESRI or the State Data Center. This household projected
must be limited to the target population, age and income group and the
demand for each income group targeted (i.e. 50% of median income) must
be shown separately. In instances where a significant number (more than
20%) of proposed units are comprised of three and four bedroom units,
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please refine the analysis by factoring in the number of large households
(generally 5+ persons). A demand analysis, which does not take this into
account, may overestimate demand. Note that our calculations have been
reduced to only include renter-qualified households.

Demand from Existing Households: The second source of demand
should be projected from:

e Rent over-burdened households, if any, within the age group,
income groups and tenure (renters) targeted for the proposed
development. In order to achieve consistency in methodology, all
analysts should assume that the rent-overburdened analysis includes
households paying greater than 35% (Family), or greater than 40%
(Senior) of their income toward gross rent. Based on the 2000 Census,
7.6% to 8.2% of the renter households were rent overburdened. These
households have been included in our demand analysis.

e Households living in substandard housing (i.e. units that lack
complete plumbing or that are overcrowded). Households in
substandard housing should be determined based on age, income bands
and tenure that apply. The analyst should use their own knowledge of
the market area and project to determine if households from
substandard housing would be a realistic source of demand. The
analyst is encouraged to be conservative in his/her estimate of demand
from both households that are rent-overburdened or living in
substandard housing. Based on the 2000 Census, 4.5% of renter
households were living in substandard housing (lacking complete
indoor plumbing and overcrowded households/1+ persons per room).

e Elderly Homeowners likely to convert to rentership: GDCA
recognizes that this type of turnover is increasingly becoming a factor
in the demand for elderly tax credit housing. This segment should not
account for more than 20% of total demand. Due to the difficulty of
extrapolating elderly (65 and over) owner households from elderly
renter households, analyst may use the total figure for elderly
households in the appropriate income band in order to derive this
demand figure. Data from interviews with property managers of active
projects regarding renters who have come from homeownership should
be used to refine the analysis.

e Elderly Households relocating from the following situations may
also be considered in determining demand:

a) Seniors relocating from other areas outside the Primary or
Secondary Market area.
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b) Children subsidizing rents for their parents.
c¢) Seniors moving from their children’s homes that they had been
living with.

If an analyst utilizes these factors in his calculation of demand, specific
documentation must be included in support of his conclusions. These
factors may not account for more than 20% of the total demand.

e Housing For Older Persons Rental Demand will be calculated at
10% of the Elderly Qualified Rental Households demand for the
primary market area.

e Demand for HFOP will be based on the Gross demand for Elderly
Households plus the rental demand for HFOP.

e The maximum income limit for Senior developments will be limited to
two-person households regardless of the bedroom type proposed.

c. To accommodate for the Secondary Market Area, the Demand from
Existing Qualified Households within the Site Primary Market Area
will be multiplied by 115% to account for demand from the
Secondary Market Area. GDCA recommends that the analyst be
conservative when developing the Primary Market Area so as to not
overstate market demand due to this multiplier effect.

Within the Site PMA we identified three LIHTC properties that were funded
and/or built during the projection period (2000 to current). There were no
LIHTC rehab properties that entered the market during the projection period.
The Tax Credit properties built since 2000 are summarized as follows:

UNITS AT TARGETED AMHI
MAP YEAR LIHTC 45% 50% 60%
1.D. PROJECT NAME BUILT UNITS AMHI AMHI AMHI
1 ASHTON COVE APTS. 2000 72 54 18 -
4 KINGSLAND PHASE II 2008 60 - 24 36
19 ROYAL POINT APTS. 2000 144 - 60 84

The competing properties have a total of 276 Tax Credit units, of which 54 are
at 45% AMHI, 102 are at 50% AMHI, and 120 are at 60% AMHI. However,
because Ashton Cove Apartments and Royal Point Apartments were funded in
1998, they have been excluded from these supply calculations per the GDCA.
The directly comparable Tax Credit units at Kingsland Phase Il are included in
our demand analysis.

vogt

bowen




The following is a summary of our demand calculations:

DEMAND COMPONENT

PERCENT OF MEDIAN HOUSEHOLD INCOME

50%
($20,500 TO $30,850)

60%
($24,615 TO $37,020)

OVERALL LIHTC
(820,500 TO $37,020)

MARKET-RATE
($30,000+)

DEMAND FROM NEW
HOUSEHOLDS
(AGE AND INCOME
APPROPRIATE)

664 - 677 =-13

798 -773=25

1,062 -1,044 =18

2,702 -1,805 =897

+

DEMAND FROM EXISTING
HOUSEHOLDS
(RENTER IN SUBSTANDARD
HOUSING)

677 X 4.5% =
30

773 X 4.5% =35

1,044 X 4.5% = 47

1,805 X 4.5% = 81

+

DEMAND FROM EXISTING
HOUSEHOLDS
(RENT OVERBURDENED)

677 X 8.2% =56

773 X 7.6% =59

1,044 X 7.8% =81

1,805 X 1.2% = 22

+

DEMAND FROM
SECONDARY MARKET AREA

(115% OF DEMAND FROM 11 18 22 150
EXISITNG QUALIFIED
HOUSEHOLDS IN SITE PMA)
DEMAND SUBTOTAL 84 137 168 1,150
+
DEMAND FROM EXISTING
HOUSEHOLDS
(ELDERLY HOMEOWNER NIA NIA NIA NIA
CONVERSION)
+
DEMAND FROM EXISTING
HOUSEHOLDS
(ELDERLY HOMEOWNER N/A N/A N/A N/A
RELOCATION)
+
DEMAND FROM EXISTING
HFOP RENTAL HOUSEHOLDS NIA NIA NIA NIA
TOTAL DEMAND 84 137 168 1,150
SUPPLY
(DIRECTLY COMPARABLE
UNITS BUILT AND/OR FUNDED 24 36 60 0
SINCE 2000)
NET DEMAND 60 101 108 1,150
PROPOSED UNITS 24 47 71 4
CAPTURE RATE 40.0% 46.5% 65.7% 0.3%
The overall Tax Credit capture rate is more than 65.0%, and is an indication that
this market may be nearing saturation in terms of LIHTC units. Note that the
somewhat high capture rates of 40.0% at 50% of AMHI and 46.5% at 60% of
AMHI illustrate lack of sufficient demand, especially when units added to the
market since the 2000 Census are not included in the supply.
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Pursuant to GDCA/GHFA guidelines, this analysis has been refined by
factoring the number of large households (4+ persons) within the Site PMA.
Since the proposed site will include 25 three-bedroom and 10 four-bedroom
units (46.7% of the total), we have based demand on the 2000 Census
distribution of persons per unit among all renter households, as well as our Field
Survey of unit types in the market. The following is our estimated share of

demand by bedroom type within the Site PMA:

ESTIMATED DEMAND BY BEDROOM
BEDROOM TYPE PERCENT
ONE-BEDROOM 22.0%
TWO-BEDROOM 51.0%
THREE-BEDROOM 23.0%
FOUR-BEDROOM 4.0%
TOTAL 100.0%

Applying these shares to the income-qualified households yields demand and
capture rates of the proposed units by bedroom type as follows:

TARGET AVERAGE
BEDROOM SIZE (SHARE % OF SUBJECT | TOTAL NET CAPTURE MARKET |SUBJECT
OF DEMAND) AMHI UNITS |DEMAND* | SUPPLY**| DEMAND RATE ABSORPTION RENT RENTS
ONE-BEDROOM (22.0%) 50% - 18 - 18 - - $644 -
60% - 30 - 30 $644
MR - 253 - 253 $644
TOTAL - 37 - 37 $644
ONE-BEDROOM TC
TWO-BEDROOM (51.0%) 50% 11 43 9 34 32.4% 2 MO $779 $598
60% 25 70 18 52 48.1% 1.5MO $779 $718
MR 4 587 - 587 0.7% $779 $792
TOTAL 40 86 27 59 67.8% 3 MO $779 -
TWO-BEDROOM TC
THREE-BEDROOM (23.0%) 50% 9 19 15 4 100.0%+ .5 MO $813 $691
60% 16 32 18 14 100.0%+ 1 MO $813 $830
MR - 264 - 264 - - $813 -
TOTAL 25 39 33 6 100.0% 1 MO $813
THREE-BEDROOM TC
FOUR-BEDROOM (4.0%) 50% 4 3 - 3 100.0%+ .5 MO $783 $771
60% 6 5 - 5 100.0%+ .5 MO $783 $925
MR - 46 - 46 - - $783 -
TOTAL 10 7 - 7 100.0%+ 1 MO $783
FOUR-BEDROOM TC
*Includes overlap between the targeted income levels at the subject site.
**Directly comparable units built and/or funded in the project market over the projection period.
The capture rates by bedroom type are high, except for the four two-bedroom
market-rate units with a 0.7% capture rate by bedroom type. The capture rates
for the two-bedroom units are moderate to high at 32.4% to 48.1%, with a Tax
Credit overall capture rate of 67.8% for two-bedroom units. All of the
proposed three- and four-bedroom units have capture rates of more than
100.0%, indicating these unit types are not considered feasible. Given the
proposed project’s very high capture rates, we do not consider the proposed
project supportable under this methodology.
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In our opinion the proposed project could be made more supportable by
reducing the proposed rents by 5.0% or more, so as to allow for a greater band
of affordability, as well as decreasing the number of three and four bedroom
units, while adding several one-bedroom units to the proposed project. Even
with these changes, the proposed project could still have some very high
capture rates in some bedroom types.

. ABSORPTION PROJECTIONS

For the purposes of this analysis, we assume the absorption period at the site
begins as soon as the first units are available for occupancy. Since all demand
calculations in this report follow GDCA/GHFA guidelines that assume a 2010
opening date for the site, we also assume that initial units at the site will be
available for rent in 2010.

Based on our analysis contained in this report, it is our opinion that the
proposed project is not supportable given the very high capture rates for the
proposed project. If the proposed property were to be developed, it would
likely experience a very slow lease-up period of no more than four to five units
per month, with an absorption period of 13 to 17 months. The market-rate
units proposed could be absorbed within one to two months.
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SECTION G- RENTAL HOUSING ANALYSIS (SUPPLY

1. OVERVIEW OF RENTAL HOUSING

Based on the 2000 Census, rental housing comprises 3,460 units, or 38.7% of
the occupied housing. The distribution of the area housing stock in 2000 and
2008 are summarized on the following table:

2000 CENSUS 2008 (ESTIMATED)
HOUSING HOUSING
HOUSING TYPE UNITS PERCENT UNITS PERCENT
TOTAL OCCUPIED 8,934 87.7% 10,873 85.0%
OWNER-OCCUPIED 5,474 61.3% 6,715 61.8%
RENTER-OCCUPIED 3,460 38.7% 4,158 38.2%
VACANT 1,256 12.3% 1,922 15.0%
TOTAL 10,190 100.0% 12,795 100.0%

Source: ESRI, Census 2000

Based on a 2008 update of the 2000 Census, of the 12,795 total housing units in
the market, 15.0% were vacant. This is a high share of vacant units. However, it
is important to consider that many of these vacancies are likely in secondary
residences or dilapidated, uninhabitable buildings. In 2008, it was estimated that
homeowners occupied 61.8% of all occupied housing units, while the remaining
38.2% were occupied by renters. The