June 30, 2004

Mr. David Bartlett

Georgia Department of Community Affairs

60 Executive Parkway South, NE

Atlanta, Georgia 30329

Re: Canterbury Village

Dear Mr. Bartlett:

The purpose of this letter is to compare two LIHTC properties within the same market in Macon, Georgia that we evaluated for the Georgia Department of Community Affairs.   The proposed properties evaluated are the Canterbury Village and Ashton Riverside (a.k.a. Riverside Gardens), both in the north/northeast portions of the city of Macon.  Details of the projects are as follows:

· Riverside Gardens (Ashton Riverside) - The proposed project involves rehabilitation of 75 existing apartment units in Macon, Georgia.  Once renovated, the project will operate as Ashton Riverside and operate under the Low-Income Housing Tax Credit   (LIHTC) program, targeting households with incomes of up to 60% of Area Median Household Income (AMHI).  As proposed, the project offers one- through four-bedroom units with rents between $475 to $725 per month.  Currently, the project is 100.0% occupied and operates under the HUD Section 8 program. Additional details of the project are summarized in the following table.

	
	
	
	
	
	
	PROPOSED RENTS

	TOTAL UNITS
	BEDROOM TYPE
	BATHS
	STYLE
	SQUARE FEET
	PERCENT OF AMHI
	COLLECTED
	UTILITY ALLOWANCE
	GROSS

	8
	1-Bedroom 
	1.0
	Garden
	565
	60.0%
	$475
	$94
	$569

	31
	2-Bedroom 
	1.0
	Garden
	822
	60.0%
	$550
	$113
	$663

	30
	3-Bedroom 
	1.5
	Garden
	1,130
	60.0%
	$625
	$135
	$760

	6
	4-Bedroom 
	2.0
	Garden
	1,180
	60.0%
	$725
	$161
	$886

	75
	


Source: Developer

AMHI – Area Median Household Income (Bibb County)
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· Canterbury Village - The proposed project involves the renovations to the existing Latanya Village and Rockland apartment properties in Macon, Georgia.  Both properties were built in the early 1980s and operate under the HUD Section 8 program, and are approximately 0.5 miles apart from each other.  The projects have a combined total of 124 units.  The projects will be restricted to households with incomes of up to 30% and 50% of AMHI, but will continue to operate under the HUD Section 8 program. Once renovated, the properties will operate under the name Canterbury Village. Additional project details are as follows:

	
	
	
	
	
	
	PROPOSED RENTS

	TOTAL UNITS
	BEDROOM TYPE
	BATHS
	STYLE
	SQUARE FEET
	PERCENT OF AMHI
	COLLECTED
	UTILITY ALLOWANCE
	GROSS

	4

7

30
	2-Bedroom
	1.0

1.0

1.0
	Garden

Garden

Garden
	932

872

872
	PBRA-50%

30%

50%
	$503

$285

$455
	$45

$76

$76
	$548

$361

$531

	30

6

31
	3-Bedroom
	1.5

1.0

1.0
	Garden

Garden

Garden
	1,230

1,093

1,093
	PBRA-50%

30%

50%
	$555

$330

$505
	$60

$87

$87
	$615

$417

$592

	16
	4-Bedroom
	2.0
	Townhome
	1,261
	PBRA-50%
	$609
	$61
	$670

	124
	


AMHI – Area Median Household Income (Bibb County)

PBRA-Project Based Rental Assistance
The proposed subject developments, Canterbury Village and Ashton Riverside, are within approximately 3.0 miles from each other.  Based on our analysis of demographic trends and characteristics of Macon, and our interviews with area real estate professionals, it was determined that both projects were within the same Primary Market Area (PMA).  Since the projects are within the same market, all of the demographic and economic characteristics and rental housing supply impacting these projects are the same.  Therefore, for the purposes of this letter, we compare the 1.) Market penetration rates; 2.) Market Rent Advantage; 3.) Site Evaluations; and 4.) absorption projections of these two projects.

Market Penetration Rates

· Riverside Gardens (Ashton Riverside) - The capture rates for the units with Project Based Rental Assistance (PBRA) are very low ranging from 0.6% to 4.5%.  This is a good indication of the depth of support for these particular units.  The capture rates for the project to operate exclusively as a Tax Credit project are moderate, except for the proposed three-bedroom units, which is high at 48.4%.     
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· Canterbury Village – With the exception of the units at 50% AMHI without PBRA, the penetration rates by bedroom type are excellent, ranging from 0.3% to 5.6%. These penetration rates are indicators that there is sufficient support for these proposed subject units.  However, the remaining units have capture rates ranging from 32.6% to 66.0%, which will likely result in a slow lease-up of these units.  

Conclusions – Canterbury has 61 units that have high penetration rates, while only 30 units at Ashton Riverside have capture rates that exceed GDCA thresholds.  As such, demand for the Ashton Gardens project appears better.  It should be noted that both projects are expected to retain their HUD Section 8 subsidies and few units, if any, will need to be rented under the LIHTC program.

Market Rent Advantage

Based on the use of HUD Rent Comparability Grids, we were able to determine market-driven rents for the proposed subject units for each of the two projects.

· Riverside Gardens (Ashton Riverside) - The following table compares the proposed collected rents at the subject site with opening day market-driven rent for selected units.

	
	COLLECTED RENT

	BEDROOM TYPE
	PROPOSED SUBJECT
	MARKET-DRIVEN
	PROPOSED RENT AS SHARE OF MARKET

	ONE-BEDROOM
	$475
	$425
	111.8%

	TWO-BEDROOM
	$550
	$475
	115.8%

	THREE-BEDROOM
	$625
	$615
	101.6%

	FOUR-BEDROOM
	$725
	$695
	104.3%


The proposed collected rents exceed market-driven rents and would likely be difficult to achieve in the current market conditions.  Therefore, rents should be reduced at least to market rent levels and possibly further to ensure a sufficient flow of LIHTC renters.  
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· Canterbury Village - The following table compares the proposed collected rents at the subject site with opening day market-driven rent for selected units.

	
	COLLECTED RENT

	BEDROOM TYPE
	PROPOSED SUBJECT AMHI
	MARKET-DRIVEN
	PROPOSED RENT AS SHARE OF MARKET

	ONE-BEDROOM
	$503 (PBRA-50%)

$285 (30%)

$445 (50%)
	$475
	105.9%

60.0%

95.8%

	TWO-BEDROOM
	$555 (PBRA-50%)

$330 (30%)

$505 (50%)
	$600
	92.5%

55.0%

84.2%

	THREE-BEDROOM
	$609 (PBRA-50%)
	$680
	89.5%


PBRA- Project-Based Rental Assistance

Conclusions – As the preceding tables illustrate, with the exception of the one-bedroom units with PBRA, all of the proposed Tax Credit rents at the Canterbury Village project are below market-driven rent and represent a Market Rent Advantage of 4.2% to 45.0%.  All of the proposed Tax Credit rents at the Ashton Riverside project exceed market-driven rents and will be perceived as high for the market.

Site Evaluation 

· Riverside Gardens (Ashton Riverside) - The subject site fits in well with surrounding land uses.  It is located in a nice residential area within the city of Macon.  The site’s close placement to Riverside Drive, a major arterial avenue within the city of Macon, also considerably adds to the marketability of the site.  The site is within approximately 2.0 miles of most community services.

· Canterbury Village - The subject sites fit in well with surrounding land uses. The sites are located in a lightly developed portion of the city of Macon.   The sites are the only apartment complexes in the immediate vicinity, which helps the marketability of the subject properties.  The sites are within approximately 3.0 miles of most community services.  

Conclusions – Although the Canterbury Village sites are located in a more rural area of town, which may be viewed by some as a good family area, the Ashton Riverside project is closer to most community services.  Therefore, we believe the Canterbury Village site may have a slight advantage over the Ashton Riverside site.  
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Absorption Projections

Although both projects are existing HUD Section 8 projects and are expected to maintain their HAP contracts, for the purposes of this analysis, we have made absorption projections assuming all units will have to be re-rented following renovations and under the LIHTC program guidelines. 

· Riverside Gardens (Ashton Riverside) - It is our opinion that except for the 30 three-bedroom units at 60% AMHI (without PBRA), the remaining 45 LIHTC units will reach a stabilized occupancy of 93% within 13 to 15 months of opening.  The 30 three-bedroom units at 60% of AMHI have a high capture rate, indicate moderate to minimal support for these units.  As such, these particular units could take as long as 24 to 30 months to reach a stabilized occupancy of 93.0%.  

· Canterbury Village  - It is our opinion that except for the 30 two-bedroom units and 31 three-bedroom units at 50% AMHI (without PBRA), the remaining 63 LIHTC units will reach a stabilized occupancy of 93% within 4 to 6 months of opening.  The other Tax Credit units have high capture rates and may take as long as 24 to 30 months to reach a stabilized occupancy near 93%.  As such, it is our opinion that the project will need to retain its HUD subsidy to remain viable in the market.

Conclusion – Both projects will have some units that will exceed 24-month absorption periods, assuming all units will have to be re-rented exclusively under the LIHTC program.  Based on our GDCA-formatted demand estimates, the 61 units at Canterbury that exceed Agency thresholds will take longer to lease-up than the 30 units at Ashton Riverside that exceed Agency thresholds.  In reality, both projects will maintain their HUD subsidies and few tenants will likely leave the project following renovations. 

Summary

Support for either project to operate exclusively under the LIHTC program is minimal.  As our demand estimates have shown, some of the units at both projects will likely have difficulty reaching a stabilized occupancy if they lose their HUD Section 8 subsidy.  
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Based on our comparison of market penetration rates, Market Rent Advantage, site evaluations, and absorption projections of these two projects, it is our opinion that the proposed Ashton Riverside project has a slight advantage over the Canterbury project.  This advantage is primarily based on the fact that the 30 units at Ashton Riverside that exceed threshold numbers should lease-up faster than the 61 such units at Canterbury.  However, since both projects will retain their HUD subsidy, both projects will benefit from the renovations through the LIHTC program.

Please contact our office if you have any other questions regarding this matter.

Respectfully,
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Patrick M. Bowen
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