 IV.  MARKET RENT ADVANTAGE





A.  INTRODUCTION
We identified four market-rate properties within the Milledgeville PMA that we consider most comparable to the proposed subject development.  These selected properties are used to derive market-rent for a project with characteristics similar to the proposed subject development.  It is important to note for the purpose of this analysis we only select market-rate properties.  Market-rate properties are used to determine rents that can be achieved in the open market for the proposed subject units without maximum income and rent restrictions.

The basis for the selection of these projects include, but are not limited to, the following factors:

 Surrounding neighborhood characteristics

 Target market (seniors, families, disabled, etc.)

 Unit types offered (garden or townhouse, bedroom types, etc.)

 Building type (single-story, mid-rise, high-rise, etc.)

 Unit and project amenities offered

 Age and appearance of property

Since it is unlikely that any two properties are identical to each other, we adjust the collected rent (the actual rent paid by tenants) of the selected properties according to whether or not they compare favorably or not with the subject development.  Rents of projects that have additional or better features than the subject site are adjusted negatively, while projects with inferior or less features are adjusted positively.  For example, if the proposed subject project does not have a washer or dryer and a selected property does, then we lower the collected rent of the selected property by the estimated value of a washer and dryer so that we may derive a market-driven rent for a project similar to the proposed project. 

The rent adjustments used in this analysis are based on various sources including: known charges for additional features within the Site PMA, estimates made by area property managers and realtors, quoted rental rates from furniture rental companies, and VWB’s prior experience in markets nationwide.

The proposed subject development and the four selected properties include the following:

	
	
	
	
	
	UNIT MIX (OCCUPANCY RATE)

	MAP I.D.
	PROJECT NAME
	TOTAL UNITS
	YEAR BUILT
	OCC. RATE
	ONE-BR.
	TWO-BR.
	THREE-BR.
	FOUR-

BR.

	SITE
	RIVERBEND
	112
	1979/

2005
	NA
	20
	24
	24
	8

	5
	VILLAMAR PHASE I
	95
	1988
	96.8%
	2

(100.0%)
	73

(95.9%)
	20

(100.0%)
	NA

	6
	CARRINGTON
	76
	1972
	85.5%
	36

(86.1%)
	32

(81.3%)
	8

(100.0%)
	NA

	8
	HIDDEN COVE
	60
	1978
	95.0%
	NA
	40

(95.0%)
	20

(95.0%)
	NA

	12
	GEORGETOWN VILLAS
	102
	1975
	95.1%
	8

(100.0%)
	84

(94.0%)
	4

(100.0%)
	NA


Occ. – Occupancy 

NA- Not Applicable

*Year renovated
The four selected market-rate projects have a combined total of 333 units with an overall occupancy rate of 93.4%.  None of the selected properties have an occupancy rate below 85.5%.  Georgetown Villas also have studio units but they were not included in this survey.  There are no four-bedroom market rate units in the Milledgeville market. 

The Rent Comparability Grid on the following page shows the collected rents for each of the selected properties and illustrates the adjustments made (as needed) for various features, and location or neighborhood characteristics, as well as quality differences that exist between the selected properties and the proposed subject development.

INSERT THREE PAGES FOR HUD RENT COMP GRIDS 

Based on the preceding Rent Comparability Grids, it was determined that the present-day market-driven rent for units similar to the proposed subject development are $430 for a one-bedroom unit, $490 for a two-bedroom unit, and $540 for a three-bedroom unit.  There are no four-bedroom market units within the Milledgeville Site PMA.  Therefore we applied a $45 rent gap to the three bedroom units to derive a market-driven rent of $595 for the four-bedroom units.  Applying the estimated rent increase of 1.5% to the estimated market rents yield opening day market-driven rents of $445 for a one-bedroom unit, $505 for a two-bedroom unit, $555 for a three-bedroom unit and $610 for a four-bedroom unit.

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
	$430
	$445
	96.6%

	TWO-BEDROOM
	$489
	$505
	96.8%

	THREE-BEDROOM
	$544
	$555
	98.0%

	FOUR-BEDROOM
	$591
	$610
	96.9%


The proposed collected rents are 96.6% to 98.0% of market-driven and will not be perceived as a value within the subject market.  However, given the continuing HAP contract on all 76 units at the subject site and that the vast majority of the current tenants will remain at the project following renovations, we do not believe that perception of value will be a factor in the success of this particular project. This has been considered in our absorption projections.

B.    RENT ADJUSTMENT EXPLANATIONS (RENT COMPARABLITY GRID)
None of the selected properties offer the same amenities as the subject property.  As a result, we have made adjustments to the collected rents to reflect the differences between the subject property and the selected properties.  The following are explanations (preceded by the line reference number on the comparability grid table) for each rent adjustment made to each selected property.    

	1.
	Rents for each property are reported as collected rents.  This is the actual rent paid by tenants and does not consider utilities paid by tenants.  The rent reported is typical and does not consider rent concessions or special promotions.  When multiple rent levels were offered, we included an average rent.



	7.
	Upon completion of construction, the subject project will be the newest property in the market.  The selected properties were built between 16 and 32 years ago.  As such, we have adjusted the rents at the selected properties by $10 to $20 to reflect the age of these properties.



	8.
	It is anticipated that the proposed subject project will have a quality finished look and an attractive aesthetic appeal.   We have made adjustments for those properties that we consider to have either a superior or inferior quality to the subject development.



	11.
	All of the selected properties have two-bedroom units. For those projects lacking either one- or three-bedroom units, we have used the two-bedroom units and made adjustments to reflect the difference in the number of bedrooms offered.  



	12.
	There is a variety of the number of bathrooms offered at each of the selected properties.  We have made adjustments to reflect the difference in the number of bathrooms offered at the site as compared with the competitive properties. 

 

	13.- 23.
	The proposed subject project will offer a unit amenity package similar to the selected properties.  However, we have made numerous adjustments for features lacking at the selected properties, and in some cases, we have made adjustments for features the subject property does not offer.    



	24.-32.
	The proposed project offers a comprehensive project amenities package including recreational amenities.  We have made monetary adjustments to reflect the difference between the proposed subject project’s and the selected properties’ project amenities.



	33.-39.
	We have made adjustments to reflect the differences in utility responsibility at each selected property.  The utility adjustments were based on the local housing authority’s utility cost estimates.     


Once all adjustments to collected rents were made, the rents for each bedroom type were considered to derive a market-driven rent for each bedroom type.  Each property was considered and weighed based upon its’ proximity, amenities, and unit layout compared to the subject site.  The average annual rent increase for the PMA was applied to current market-driven rents to determine opening-day rents for the proposed project.  
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