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MARKET STUDY CERTIFICATION

I affirm that I, or an individual employed by my company, have made a physical
inspection of the market area and that information has been used in the full study
of the need and demand for new rental units. To the best of my knowledge, the
market can not support the demand shown in the study. | understand that any
misrepresentation of this statement may result in the denial of further participation
in the Georgia Department of Community Affairs rental housing programs. 1 also
affirm that | have no interest in the project or relationship with the ownership entity
and my compensation is not contingent on this project being funded.

Certified:

-
T

Brian Gault
Market Analyst

April 25, 2005
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I. INTRODUCTION
A. PURPOSE

The purpose of this report is to evaluate the market feasibility of
renovating an existing apartment property called Windmill Lake in
Marietta, Georgia under the Low-income Housing Tax Credit 4% bond
program. This market feasibility analysis complies with the requirements
established by the Georgia Department of Community Affairs/Georgia
Housing and Finance Authority (GDCA/GHFA) and is in conformance
with the standards adopted by the National Council of Affordable
Housing Market Analysts (NCAHMA).

B. METHODOLOGIES

Methodologies used by Vogt Williams & Bowen, LLC include the
following:

e The Primary Market Area generated for the proposed site is identified.
The Site PMA is generally described as the smallest geographic area
expected to generate most of the support for the proposed project.
Site 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.

Site PMA s 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 Adrive-time analysis to the site.

e Personal observations by the field analyst.

e 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 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.
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Two types of directly comparable properties are identified through the
field survey. They include other Section 42 Low-income Housing Tax
Credit 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.

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 the characteristics of the market when the
proposed project opens and when it achieves a stabilized occupancy.

Area building statistics and interviews with area officials familiar with
area development provides 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.

An analysis of the proposed project’s market penetration into the
number of income-appropriate households within the Site PMA based
on DCA’s demand estimate guidelines. Components to the demand
analysis include income-appropriate new renter household growth, rent
overburdened households, and substandard housing. 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 penetration rates are compared with acceptable
market penetration rates for similar types of projects to determine
whether the proposed development’s penetration rate is achievable.

A determination of market-driven rent for the proposed subject
development is conducted. Using a Rent Comparable 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
a market-driven rent for a unit comparable to the proposed unit. This
analysis is done for each bedroom type proposed for the site.
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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. Vogt Williams & Bowen, LLC relies on a variety of sources
of data to generate this report. These data sources are not always
verifiable; however, Vogt Williams & Bowen, LLC makes a significant
effort to assure accuracy. While this is not always possible, we believe
our effort provides an acceptable standard margin of error. Vogt
Williams & Bowen, LLC is not responsible for errors or omissions in the
data provided by other sources.

Any reproduction or duplication of this report without the expressed
approval by the Georgia Department of Community Affairs or Vogt
Williams & Bowen, LLC is strictly prohibited.

D. SOURCES

Vogt Williams & Bowen, LLC uses various sources to gather and confirm
data used in each analysis. These sources, which are cited throughout this
report, include the following:

e The 1990 and 2000 Census on Housing

e Applied Geographic Solutions

e Ribbon Demographics HISTA Data

e Area Chamber of Commerce

e Georgia Department of Community Affairs

e U.S. Department of Labor

e U.S. Department of Commerce

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

e Local Housing Authority representatives

o Real Estate Center at Texas A&M University
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I1l. GDCAGHFA FORMATTED MARKET ANALYSIS

The proposed project involves the renovation of the existing Windmill Lake
apartment property in Marietta, Georgia. Currently, the project operates as a
market-rate rental with current rents of $499 to $775, and is, according to
management, 87.1% occupied. The project will be renovated using Low-income
Housing Tax Credits and target households with incomes of up to 60% of
AMHI as well as market-rate renters with no maximum income limitation.
Following renovations, the property’s new name will be Cobblestone Place.
Note that the five existing studio units will be removed from the project as part
of the renovation process. The proposed Tax Credit collected rents range from
$510 to $820. Additional details of the subject project are as follows:

A. PROJECT DESCRIPTION

1. PROJECT NAME:

2. PROPERTY LOCATION:

3. PROJECT TYPE:

4. UNIT CONFIGURATION

Cobblestone Apartments

347 Pat Mell Road
Marietta, Georgia 30060

Low-income

Housing Tax

Credit and Market-rate units

AND RENTS:
PROPOSED RENTS
TOTAL | BEDROOM SQUARE | PERCENT UTILITY
UNITS TYPE BATHS STYLE FEET OF AMHI | COLLECTED | ALLOWANCE | GROSS
14 ONE 1 GARDEN 655 60% $510 $73 $583
58 ONE 1 GARDEN 900 60% $560 $73 $633
3 ONE 1 GARDEN 1,000 60% $560 $73 $633
2 ONE 1 GARDEN 655 MR $555 $73 $628
6 ONE 1 GARDEN 900 MR $595 $73 $668
43 TWO 2 GARDEN 1,094* 60% $650 $95 $745
50 TWO 2 TH 1,094* 60% $650 $95 $745
5 TWO 2 GARDEN 1,094* MR $690 $95 $785
6 TWO 2 TH 1,094* MR $690 $95 $785
50 THREE 2.5 TH 1,126 60% $820 $130 $950
1 THREE 2 GARDEN 2,000 60% $820 $130 $950
6 THREE 2.5 TH 1,126 MR $850 $130 $980
244
Source: Developer
AMHI - Area Median Household Income (Atlanta MSA)
MR — Market-rate
TH - Townhouse
* Average square footage between the unit types
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10.

11.

12.

13.

TARGET MARKET:

PROJECT DESIGN:

. YEAR BUILT/

PUT-IN-SERVICE DATE:

UNIT AMENITIES:

REFRIGERATOR
ELECTRIC RANGE
DISHWASHER
GARBAGE DISPOSAL
CARPET

FIREPLACE*

Only in some units

* e € o o o o

COMMUNITY AMENITIES:

ON-SITE MANAGEMENT
LAUNDRY FACILITY
CLUBHOUSE

PICNIC AREA

LAKE

UTILITIES PAID BY TENANT:
e GASHEAT

e GAS HOT WATER HEAT

e WATER

RENTAL ASSISTANCE: None

Low- to moderate-income families
Two- and three-story buildings

1966 to 1975/
December 2006

CENTRAL AIR CONDITIONING
WINDOW BLINDS
PATIO/BALCONY

CEILING FANS
WASHER/DRYER HOOKUPS*

INDOOR SWIMMING POOL
FITNESS CENTER
PLAYGROUND

TENNIS COURT

e ELECTRIC
ELECTRIC COOKING
e SEWER

PARKING: The subject site offers 449 open lot parking spaces.

STATISTICAL AREA: Atlanta, Georgia MSA (2005)

-2
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B. SITE DESCRIPTION AND EVALUATION

1. LOCATION

The subject site is the existing Windmill Lake Apartments at 347 Pat
Mell Road Southwest in the southwestern portion of Marietta, Georgia.
Specifically, the existing site is situated at the southeast corner of Pat
Mell Road Southwest and Favor Road. Located within Cobb County,
Marietta is approximately 20.0 miles northwest of Atlanta.

2. SURROUNDING LAND USES

The existing site is within an established residential area of Marietta,
Georgia. Following is a description of surrounding land uses:

North - Pat Mell Road Southwest borders the site to the
north. Further north is a heavily wooded tree
line, Edinborough ~ Senior  Apartments,
established single-family homes, and a newer
single-family subdivision.

East - A heavily wooded tree line, an established
single-family home, an extended stay building,
and established single-family  subdivisions
continue further east.

South - A wooded tree line borders the site to the south.
Continuing further south are established single-
family homes on large lots.

West - Favor Road borders the site to the west.
Established single-family homes on wooded lots,
a small shopping plaza, the Favor Market,
Marietta Academy childcare center, a vacant
building, and Austell Road are further west of
the site.

The existing single-family homes in the immediate site area have all been
well maintained and are in good condition. Edinborough Senior
(independent, market-rate) apartments are directly north of the site and are
in good condition as well. Overall, the subject property fits well within
the surrounding land uses and contributes to the marketability of the site.
The zoning of the surrounding land uses is primarily single-family and
multi-family residential and is not expected to change according to area
officials. No significant infrastructure improvements are currently planned
for the site area. Photographs of the site can be found in Section VI of this
report.
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3. VISIBILITY AND ACCESS

The subject property is at 347 Pat Mell Road, a two-lane road. Traffic is
moderately heavy, particularly during weekday business hours. Visibility
is considered excellent from the north and west. Visibility is poor from
the east and south since there are heavily wooded tree lines that impair the
view of the site from these directions. Access to the site can be gained by
traveling northbound and southbound on Favor Road. Eastbound and
westbound traffic can access the site’s main entrance along Pat Mell Road.

4. PROXIMITY TO COMMUNITY SERVICES AND INFRASTRUCTURE

a. Commercial/Retail Areas

The Cumberland Mall, anchored by Rich’s, Macy’s, J.C. Penney,
Sears, and nearly 150 other retailers, is located within 8.0 miles
southeast of the site. Windy Hill Square contains a Dollar General
and is within 1.0 mile of the site. Walgreens drug store is
approximately 1.7 miles southeast of the site. The Food Depot
grocery store is located within 1.0 mile southeast of the site.

b. Employers/Employment Centers

The largest local employers include Cobb County Public Schools,
WellStar Health System, Inc., Lockheed Martin Aeronautics
Company, The Home Depot, and Cobb County Government, all of
which are within 6.3 miles of the site. A list of the area’s largest
employers is included in the “Economic Analysis” section of this
report.

c. Recreation Areas and Facilities

There are five parks within 4.0 miles of the subject site. Fair Oaks
Park, the park closest to the site, offers two softball fields, 2 soccer
fields, a multi-use court, 2 playgrounds, 3 picnic pavilions, a 12-court
tennis center, a sand volleyball court, and a baseball/football field.
There are three fitness centers/health clubs within 2.0 miles of the
site, while the local YMCA is 3.8 miles northeast of the site.
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. Entertainment Venues

Atlanta is home to several professional sports teams that are all within
20.0 miles southeast of the site. There are five museums in Marietta
that are all within 8.0 miles of the site. The AMC Galleria 8 Theatres
are approximately 4.3 miles northeast of the site. AMF Marietta
Lanes bowling alley is located 5.2 miles northeast of the site. There
are several restaurants within 2.0 miles of the site as well.

Education Facilities

The Cobb County Public School District serves the subject site area.
LaBelle Elementary, Griffin Middle, and Osborne High School are all
within 4.7 miles of the site.

A branch location of the Georgia Institute of Technology is located
approximately 4.6 miles northeast of the site.

The nearest four-year, higher education institution is Kennesaw State
University, located within 11.0 miles northwest of the site.  The
school has a typical fall enrollment of 18,000 students.

Social Services

The Marietta City Hall, which includes most local government
services, is located 4.4 miles northeast of the site. The Cobb County
Public Library-Sibley branch is within 1.8 miles northeast of the site.

. Transportation Services

The Cobb Community Transit (CCT) is a public bus service that
serves Marietta and surrounding communities. The closest bus stop is
located along Austell Road approximately 0.5 miles north of the site.
The site has convenient access to Interstates 75 and 285, and State
Routes 5 and 280.

. Public Safety

The Cobb County Sheriff’s office is located along County Services
Parkway, 1.8 miles northwest of the site. The Cobb County Fire
Department is within 2.0 miles northwest of the site. The WellStar
Kennestone Hospital is located along Church Street, 5.0 miles
northeast of the site.
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5. OVERALL SITE EVALUATION

The site’s surrounding land uses have a positive impact on the
marketability of the site.

The site is within close proximity to shopping, employment,
recreational, entertainment, and educational opportunities.  Social
services, public transportation, and public safety services are all within
5.0 miles of the site. The site has convenient access to major highways.
Overall, we consider the site’s location and proximity to community
services to have a positive impact on marketability.

Maps illustrating the site’s regional location, neighborhood, and
location of community services are on the following pages.
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Insert REGIONAL MAP
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INSERT NEIGHBORHOOD MAP
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INSERT COMMUNITY SERVICES MAP
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C. PRIMARY MARKET AREA DELINEATION

The Primary Market Area (PMA) is the geographical area from which 70%
to 80% of the support for the development originates. The Marietta Site
PMA was determined through interviews with area leasing and real estate
agents, government officials, economic development representatives, and
personal observations by our analysts. The personal observations by our
analysts include physical and/or socioeconomic differences in the market
and a demographic analysis of the area households and population.

After speaking with the manager at Windmill Lake Apartments, it was
determined that the Marietta Site PMA includes parts of Marietta and
Smyrna and a portion of Cobb County between these two municipalities.
The boundaries of the Site PMA consist of Roswell Street to the north;
Interstate 75, Windy Hill Road, and Atlanta Road to the east; Hurt Road
and Concord Road to the south; and Powder Springs Road to the west. The
areas to the east, south, and west of the Site PMA are not expected to
generate support for the site as it consists primarily of upscale, single-
family and multifamily homes. The area to the northwest of the Site PMA
contains higher end, established single-family homes. Therefore, residents
in this area will not qualify for the Tax Credit program at the existing site.

A map delineating the boundaries of the Site PMA is included on the
following page.
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INSERT PRIMARY MARKET AREA MAP (PMA)
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D. LOCAL ECONOMIC PROFILE AND ANALYSIS

1. LABOR FORCE PROFILE

The labor force in the Marietta Site PMA is relatively diversified,;
however, Construction and Retail Trade comprise more than one quarter
of the entire Site PMA labor force. Based on an update to the Census
2000, employment in the Site PMA in 2004 was distributed as follows:

MARIETTA SITE PMA
INDUSTRY NUMBER | PERCENT

AGRICULTURE/MINING 167 0.4%
CONSTRUCTION 6,054 13.4%
MANUFACTURING 3,539 7.8%
WHOLESALE TRADE 1,726 3.8%
RETAIL TRADE 5,884 13.0%
TRANSPORTATION AND WAREHOUSING 2,017 4.5%
UTILITIES AND INFORMATION SERVICES 2,102 4.7%
F.I.R.E. 3,418 7.6%
PROFESSIONAL SERVICES 2,768 6.1%
MANAGEMENT 71 0.2%
ADMINISTRATIVE SERVICES AND WASTE
MAN. 2,865 6.3%
EDUCATIONAL SERVICES 2,709 6.0%
HEALTH CARE AND SOCIAL ASSISTANCE 3,670 8.1%
ARTS, ENTERTAINMENT, AND RECREATION 499 1.1%
FOOD AND HOSPITALITY SERVICES 3,842 8.5%
OTHER PRIVATE SERVICES 2,326 5.2%
PUBLIC ADMINISTRATION 1,465 3.2%

TOTAL 45,122 100.0%

Source: Applied Geographic Solutions; 2000 Census
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The largest 10 employers within Cobb County comprise a total of 53,760
employees. These employers are summarized as follows:

TOTAL
INDUSTRY BUSINESS TYPE EMPLOYED

COBB COUNTY PUBLIC SCHOOLS EDUCATION 13,799
WELLSTAR HEALTH SYSTEM, INC. HEALTH CARE 9,900
LOCKHEED MARTIN AERONAUTICS CO. AVIATION 7,800
THE HOME DEPOT, INC. RETAIL TRADE 6,686
COBB COUNTY GOVERNMENT GOVERNMENT 5,000
SIX FLAGS ATLANTA ENTERTAINMENT 2,765
PUBLIX SUPERMARKETS RETAIL TRADE 2,600
ATLANTA NAS MILITARY 2,500
IBM CORPORATION TECHNOLOGY 1,400
WORLDSPAN COMMUNICATIONS 1,310

TOTAL 53,760

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

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

EMPLOYMENT TRENDS

The employment base has increased by 13.1% since 1997 in Cobb
County, outpacing the state of Georgia, which has experienced
employment increases of 11.9% over the same period.

The following illustrates the total employment base for Cobb County and
Georgia.

TOTAL EMPLOYMENT
YEAR COBB COUNTY GEORGIA
1997 327,662 3,789,729
1998 341,962 3,915,174
1999 352,523 3,993,441
2000 356,577 4,096,122
2001 355,775 4,039,667
2002 356,547 4,059,644
2003 367,306 4,206,823
2004 370,740 4,240,053
Source: U.S. Department of Labor, Bureau of Statistics
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As the preceding illustrates, the Cobb County employment base has
increased by 14,163 employees since 2000, an annual average of 1.0%.
However, it is important to note that most of this increase occurred
recently between 2003 and 2004.

The unemployment rate in Cobb County has remained between 2.5%
and 4.7%, typically one half to one percentage point below the state
average since 1997. Unemployment rates for Cobb County and Georgia
are illustrated as follows:

UNEMPLOYMENT RATE
YEAR COBB COUNTY GEORGIA
1997 3.0% 4.5%
1998 2.7% 4.2%
1999 2.6% 4.0%
2000 2.5% 3.7%
2001 3.0% 4.0%
2002 4.7% 5.1%
2003 4.2% 4.7%
2004 3.6% 4.1%

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

The historically low and relatively stable unemployment rate for Cobb
County indicates that the area is not very susceptible to periods of
recession or economic downturns.

3. ECONOMIC FORECAST

According to statistics provided by AGS and based on interviews with
representatives of the local area Economic Development Division, the
areas historically low unemployment rate and steadily growing
employment base are indicators that the local economy will continue to
experience stability over the foreseeable future. None of Cobb County’s
10 largest employers are expecting significant changes in employment
levels over the next year. Given the steady growth that has been occurring
throughout Cobb County, it is not surprising that construction is the
largest segment of the labor force.

A map illustrating the locations of the largest employers in the Site PMA
follows this page.

VOGT
[LLIAMS
11-14 BOWEN: Iic




*xx**Map illustrating major employers herg******
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E. 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 unweighted indices, in that a murder is weighted no
more heavily than petty theft. Thus caution should be used when using the
aggregate indices.

Total crime risk for the Marietta Site PMA is slightly above the national
average with an overall personal crime index of 74 and property crime
index of 120. Total crime risk for Cobb County is below the national
average with indices for personal and property crime of 57 and 100,
respectively.

CRIME RISK INDEX
SITE PMA COBB COUNTY
TOTAL CRIME 104 84
PERSONAL CRIME 74 57
MURDER 85 62
RAPE 83 63
ROBBERY 83 66
ASSAULT 60 47
PROPERTY CRIME 120 100
BURGLARY 107 92
LARCENY 137 109
MOTOR VEHICLE
THEFT 109 94

Source: Applied Geographic Solutions

According to the manager at the subject site, crime is not a significant
problem at the subject site, and the surrounding neighborhood is perceived
as a safe residential area.
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F. DEMOGRAPHIC CHARACTERISTICS AND TRENDS

1. POPULATION TRENDS

The Marietta Site PMA population base increased by 29.0% between
1990 and 2000, or an average annual rate of 2.9%. This is a significant
amount of population growth. The Site PMA is expected to reach 96,211
in 2004, a 6.9% increase over 2004. According to AGS, a national
demographic firm, the Site PMA is expected to reach a population of
102,643 by 20009.

The Site PMA population base for 1990, 2000, 2004 (estimated), and
2009 (projected) are summarized as follows:

YEAR
1990 2000 2004 2009
(CENSUS) | (CENSUS) | (ESTIMATED) | (PROJECTED)
POPULATION 69,817 90,042 96,211 102,643
POPULATION CHANGE - 20,225 6,169 6,432
PERCENT CHANGE - 29.0% 6.9% 6.7%

It is projected that the total population will increase by 6,432 people, or
6.7%, between 2004 and 2009. This represents continuing consistent
population growth over the next five years.

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

POPULATION 2000 (CENSUS) 2004 (ESTIMATED) 2009 (PROJECTED) CHANGE 2004-2009
BY AGE NUMBER | PERCENT | NUMBER | PERCENT | NUMBER | PERCENT | NUMBER | PERCENT
17 & UNDER 22,617 25.1% 24,510 25.5% 25,961 25.3% 1,451 5.9%
18TO 24 12,692 14.1% 12,949 13.5% 14,280 13.9% 1,331 10.3%
25TO 34 20,889 23.2% 19,257 20.0% 16,692 16.3% -2,564 -13.3%
35TO 44 14,546 16.2% 15,419 16.0% 15,717 15.3% 299 1.9%
45TO 54 8,648 9.6% 10,339 10.7% 11,998 11.7% 1,659 16.0%
55TO 64 4,791 5.3% 6,834 7.1% 9,199 9.0% 2,365 34.6%
65TO 74 3,410 3.8% 4,115 4.3% 5,541 5.4% 1,427 34.7%
75 & HIGHER 2,448 2.7% 2,790 2.9% 3,254 3.2% 464 16.6%
TOTAL 90,042 100.0% 96,211 100.0% 102,643 100.0% 6,432 6.7%

Source: 2000 Census; Applied Geographic Solutions; Vogt Williams & Bowen, LLC

As the preceding table illustrates, all segments of the population should
experience growth over the next five years, except among 25 to 34 year
olds, which are expected to decease by more than 13% over the next five
years.
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2. HOUSEHOLD TRENDS

Within the Site PMA, the total number of households increased by 3,835
(13.5%) between 1990 and 2000. This equates to an annual average of
1.4%. The households in the Site PMA are expected to reach 35,232 in
2004 and 38,754 in 2009. The average household size increased from
2.46 in 1990 to 2.79 in 2000, but is projected to decline by 2004 to 2.73.
Household trends within the Site PMA are summarized as follows:

YEAR
1990 2000 2004 2009
(CENSUS) | (CENSUS) | (ESTIMATED) | (PROJECTED)
HOUSEHOLDS 28,411 32,246 35,232 38,754
HOUSEHOLD CHANGE - 3,835 2,986 3,522
PERCENT CHANGE - 13.5% 9.3% 10.0%
AVERAGE

HOUSEHOLD SIZE 2.46 2.79 2.73 2.65

Source: Census; Applied Geographic Solutions; Vogt Williams & Bowen, LLC

Households by tenure are distributed as follow:

DISTRIBUTION 2000 (CENSUS) 2004 (ESTIMATED)

OF HOUSEHOLDS | HOUSEHOLDS | PERCENT | HOUSEHOLDS | PERCENT

OWNER-OCCUPIED 14,515 45.0% 16,831 47.8%

RENTER-OCCUPIED 17,731 55.0% 18,401 52.2%
TOTAL 32,246 100.0% 35,232 100.0%

Currently, 52.2% of all households within the Site PMA are renter-
occupied. This share has declined from a 55.0% share of renters in 2000.
Note, though, this is an increase of 670 renter households.

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

PERSONS PER 2000 (CENSUS) 2004 (ESTIMATED) CHANGE 2000-2004
HOUSEHOLD HOUSEHOLDS | PERCENT | HOUSEHOLDS PERCENT HOUSEHOLDS | PERCENT
1 PERSON 8,785 27.2% 9,329 26.5% 544 6.2%

2 PERSONS 9,572 29.7% 10,575 30.0% 1,003 10.5%
3 PERSONS 5,566 17.3% 6,150 17.5% 584 10.5%
4 PERSONS 4,155 12.9% 4,591 13.0% 436 10.5%
5 PERSONS 2,084 6.5% 2,304 6.5% 220 10.6%
6+ PERSONS 2,084 6.5% 2,283 6.5% 199 9.5%
TOTAL 32,246 100.0% 35,232 100.0% 2,986 9.3%
Source: 2000 Census; Applied Geographic Solutions; VVogt Williams & Bowen, LLC
Two- and three-person households experienced the greatest amount of
growth between 2000 and 2004.
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Based on the distribution of tenure by households, the following is a
distribution of renters by household size in 2000:

HOUSEHOLD SIZE NUMBER PERCENT
ONE-PERSON 5,922 33.4%
TWO-PERSON 5,000 28.2%

THREE-PERSON 2,731 15.4%
FOUR-PERSON 1,986 11.2%
FIVE-PERSON 1,082 6.1%
SIX-PERSON+ 1,011 5.7%

TOTAL 17,731 100.0%

The subject project generally houses one- to four-person households,
which comprise more than 88% of renter households. This is a large
number of renter households and a good indication for support for the
subject site.

The distribution of households by income within the Site PMA is
summarized as follows.

HOUSEHOLD 2000 (CENSUS)
INCOME HOUSEHOLDS PERCENT
LESS THAN $15,000 4,294 13.3%
$15,000 — $24,999 4,362 13.5%
$25,000 — $34,999 5,332 16.5%
$35,000 - $49,999 6,616 20.5%
$50,000 - $74,999 6,684 20.7%
$75,000 - $99,999 2,801 8.7%
$100,000 & HIGHER 2,156 6.7%
TOTAL 32,246 100.0%
MEDIAN INCOME $40,371
Source: 2000 Census; Applied Geographic Solutions, Vogt Williams &
Bowen, LLC
HOUSEHOLD 2004 (ESTIMATED) 2009 (PROJECTED)
INCOME HOUSEHOLDS PERCENT HOUSEHOLDS PERCENT
LESS THAN $10,000 2,846 8.1% 3,059 7.9%
$10,000 — $19,999 3,465 9.8% 3,252 8.4%
$20,000 — $29,999 5,055 14.3% 4,677 12.1%
$30,000 - $39,999 5,171 14.7% 5,783 14.9%
$40,000 - $49,999 4,661 13.2% 4,083 10.5%
$50,000 - $59,999 3,736 10.6% 4,324 11.2%
$60,000 - $75,000 3,665 10.4% 4,199 10.8%
$75,000 - $100,000 3,608 10.2% 4,687 12.1%
$100,000 & HIGHER 3,025 8.6% 4,688 12.1%
TOTAL 35,232 100.0% 38,754 100.0%
MEDIAN INCOME $43,201 $47,851
Source: 2000 Census; Applied Geographic Solutions, Vogt Williams & Bowen, LLC
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Between 2004 and 2009, most of the household growth will be among
households with incomes above $50,000.

The following tables illustrate renter household income by household
size for 2000, 2004, and 2009 for the Site PMA:

RENTER 2000 CENSUS
HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON 5+-PERSON TOTAL
$0-$10,000 931 376 209 139 217 1,871
$10,000-$20,000 841 559 416 214 225 2,256
$20,000-$30,000 1,186 890 706 374 321 3,477
$30,000-$40,000 1,150 708 390 418 384 3,051
$40,000-$50,000 535 717 382 372 280 2,286
$50,000-$60,000 281 501 356 335 326 1,800
$60,000+ 351 965 544 449 680 2,989
TOTAL 5,276 4,716 3,004 2,301 2,434 17,731

Source: Ribbon Demographics

RENTER 2004 ESTIMATED
HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON TOTAL
$0-$10,000 1,070 380 211 141 215 2,017
$10,000-$20,000 890 525 378 190 201 2,184
$20,000-$30,000 1,266 813 637 329 286 3,332
$30,000-$40,000 1,305 738 408 437 402 3,290
$40,000-$50,000 610 749 395 381 277 2,411
$50,000-$60,000 320 480 344 322 307 1,772
$60,000+ 458 1,079 620 483 755 3,396
TOTAL 5,919 4,762 2,994 2,282 2,444 18,401

Source: Ribbon Demographics

RENTER 2009 PROJECTED
HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON TOTAL

$0-10,000 1,234 361 213 139 203 2,152
$10,000-20,000 1,028 513 366 175 183 2,265
$20,000-30,000 1,425 753 592 307 263 3,340
$30,000-40,000 1,496 765 415 469 426 3,571
$40,000-50,000 757 827 432 416 304 2,737
$50,000-60,000 392 479 359 333 315 1,878

$60,000+ 653 1,319 790 587 949 4,298

TOTAL 6,986 5,021 3,171 2,430 2,648 20,240

Source: Ribbon Demographics

The previous data has been used in our demand estimates. It is important
to note that all of the demographics data within the Site PMA suggests a
very positive growth in both population and households. Unemployment
rates are low and many jobs in the area generate incomes well suited for
affordable housing.
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G. PROJECT-SPECIFIC DEMAND ANALYSIS

1. DETERMINATION OF INCOME ELIGIBILITY

To determine demand from income-eligible households we must first
establish the income range required to live at the proposed Low-income
Housing Tax Credit units.

a. Maximum Income Limits

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 the Atlanta MSA, which has a median
household income of $70,250 for 2005. The subject property’s
LIHTC units will be restricted to households with incomes of up to
60% of AMHI for the Atlanta MSA. The following table
summarizes the maximum allowable income by household size for
the Atlanta MSA at 60% of AMHI.

HOUSEHOLD TARGETED MAXIMUM
SIZE AMHI ALLOWABLE INCOME
ONE-PERSON 60% $29,880
TWO-PERSON 60% $34,200
THREE-PERSON 60% $38,460
FOUR-PERSON 60% $42,720
FIVE-PERSON 60% $46,140

The largest units (three-bedroom) at the subject site typically house up
to four-person households. As such, the maximum allowable income
at the subject site is $42,720.

b. Minimum Income Requirements

Leasing industry standards typically require households to have rent
to income ratios of 27% to 40%. Pursuant to GDCAGHFA market
study guidelines, the maximum rent to income ratio permitted for
family projects is 35%.

The proposed Low-income Housing Tax Credit units will have a
lowest gross rent of $583. Over a 12-month period, the minimum
annual household expenditure (rent plus tenant-paid utilities) at the
subject site is $6,996.
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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 $19,990.

The proposed market-rate units will have a lowest gross rent of $628.
Over a 12-month period, the minimum annual household expenditure
(rent plus tenant-paid utilities) at the subject site is $7,536.

Applying a 27% rent to income ratio, which is typical for market-rate
units, to the minimum annual household expenditure vyields a
minimum annual household income requirement for the market-rate
units of $27,900. However, to avoid affordability overlap, we will
limit the minimum income required to live in market-rate units at the
subject site to $42,720.

c. Income-Appropriate Range

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

INCOME RANGE
UNIT TYPE MINIMUM MAXIMUM
TAX CREDIT (LIMITED TO 60% OF AMHI) $19,990 $42,720
MARKET-RATE $42,720 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. MARKET PENETRATION CALCULATIONS

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

a. New units required in the market area due to projected
household growth should be determined. This should be
determined using 2000 Census data and projecting forward to 2005
using a growth rate established from a reputable source such as
Claritas, ESRI, or the State Data Center. In instances where a
significant number (more than 20%) of proposed units are
comprised of three— and four-bedroom units, please refine the
analysis by factoring in number of large household (generally 4+
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persons). It is important to note: for projects targeting elderly
households age 55+, the demand analysis will pull data for two
separate demand calculations: (1) for age 55 and older and (2) a
separate analysis for age 65 and older. For projects targeting
elderly households age 62+ and older, or utilizing the RD/HUD
elder designation, then the demand analysis will pull data for age
65 and older. Note that our calculations have been reduced to only
include renter-qualified households.

Rent over-burdened households, if any, within the age group,
income cohorts and tenure (renters) targeted for the proposed
development. This calculation must exclude households that would
be rent over-burdened (i.e. paying more than 35% of their income
toward rent or more than 40% of their income for elderly) in the
proposed project. Based on the 2000 Census, 22.4% of the renter
households with incomes between $20,000 and $50.000 were rent
overburdened, while only 1.5% of households with incomes of more
than $35,000 were rent-overburdened. These households have been
included in our demand analysis.

Households living in substandard housing (units that lack
complete plumbing or that are overcrowded). Households in
substandard housing should be adjusted for age, income band, and
tenure that apply. Based on the 2000 Census, 16.2% of renter
households were living in substandard housing (lacking complete
indoor plumbing and overcrowded households/1+ persons per
room).

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. Due to the
difficulty of extrapolating elderly (62 and over) owner households
from elderly renter households, analysts 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. A narrative of
the steps taken to arrive at this demand figure is shown here.
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The following is a summary of our demand calculations:

PERCENT OF MEDIAN HOUSEHOLD
INCOME
DEMAND COMPONENT 60% AMHI MARKET-RATE
Demand from New Households
(age and income renter appropriate) 7,430 - 7,152 = 278 7,421 - 6,453 = 968
+
Demand from Existing Households
(Renters in substandard housing) 7,152 X 16.2% = 1,159 6,453 X 0.5% = 32
+
Demand from Existing Households
(Renters over burdened) 7,152 X 22.4% = 1,602 6,453 X 1.5% = 97
Total Demand 3,039 1,097
Supply
(Directly comparable units built and/or funded 1,032 0
between 1999 and 2005)
Net Demand 2,007 1,097
Proposed Units 219 25
Capture Rate 10.9% 2.3%

The penetration rate for the proposed Tax Credit units at the subject site
is very good at 10.9%, while the penetration rate for the proposed
market-rate units at the subject site is excellent at 2.3%. Given these
penetration rates, the renovations to the subject site to begin operating
under the Tax Credit program appear supportable.

Pursuant to GDCAGHFA guidelines, this analysis has been refined by
factoring the number of large households (4 or more persons) within the
Site PMA. Since the proposed site will include 57 three-bedroom units
(23.4% of the total), we have based demand on the 2000 Census
distribution of persons per unit among all renter households. We assume
one-bedroom units will be occupied by a portion of one- and two-person
households, two-bedroom units by one- to three-person households,
three-bedroom units by two-, three-, or four-person households, and
four-bedroom units by four-person or more households. The following is
our estimated share of demand by bedroom type within the Site PMA:

ESTIMATED DEMAND BY BEDROOM
BEDROOM TYPE PERCENT
ONE-BEDROOM 29.0%
TWO-BEDROOM 39.2%
THREE-BEDROOM 21.8%
FOUR-BEDROOM 10.0%
TOTAL 100.0%
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Applying these shares to the income-qualified households yields
demand and penetration rates of the proposed units by bedroom type as

follows:
MEDIAN SUBJECT
BEDROOM SIZE (SHARE | TARGET % | SUBJECT TOTAL NET CAPTURE MARKET GROSS
OF DEMAND) OF AMHI UNITS DEMAND | SUPPLY* | DEMAND RATE ABSORPTION RENT RENTS
ONE-BEDROOM (29.0%) 60% 75 881 222 659 11.4% 3/MO $643 $583-$633
MR 8 318 0 318 2.5% 1/MO $643 $628-$668
TWO-BEDROOM (39.2%) 60% 93 1,191 699 492 18.9% 5/MO $762 $745
MR 11 430 0 430 2.6% 2/MO $762 $785
THREE-BEDROOM (21.8%) 60% 51 663 75 588 8.7% 3/MO $965 $950
MR 6 239 0 239 2.5% 1/MO $965 $980
FOUR-BEDROOM (10.0%) 60% 0 304 36 268 N/A N/A $1,067 N/A
MR 0 110 0 110 N/A N/A $1,067 N/A

N/A — Not Applicable
*Directly comparable units built and/or funded in the project market over the projection period.

The penetration rates by bedroom type are excellent to moderate,
ranging from 2.5% to 18.9%. These penetration rates are indicators that
there is ample support for the units at the subject site to be renovated as
proposed. Note that rent rolls were provided by the subject site, but
these rent rolls did not contain information necessary to determine the
number of current residents at the site who would income-qualify under
the Tax Credit program

3. ABSORPTION PROJECTIONS

For the purposes of this analysis, we assume the absorption period at the
site to begin as soon as the first units are available for occupancy. Since
all demand calculations in this report follow GDCAGHFA guidelines
that assume a December 2006 opening date for the site, we also assume
that initial units at the site will be available for rent in late 2006. Note
that we also assume the entire project will need to be re-rented following
renovations.

It is our opinion that the 219 LIHTC units will reach a stabilized
occupancy of 93% within 17 to 20 months of opening, with an average
absorption rate of 10 to 12 units per month.

It is our opinion that the 25 market-rate units will reach a stabilized
occupancy of 93.0% within six to eight months of opening, with an
average absorption rate of three to four units per month.
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H. RENTAL HOUSING ANALYSIS (SUPPLY)

1.

OVERVIEW OF RENTAL HOUSING

Based on the 2000 Census, rental housing comprises 17,731 units, or
55.0% of the entire housing stock. The distribution of the Site PMA
housing stock in 2000 and 2004 are summarized on the following
table:

2000 CENSUS

2004 CENSUS

HOUSEHOLD TYPE

HOUSEHOLDS

TOTAL

PERCENT

HOUSEHOLDS

TOTAL

PERCENT

TOTAL OCCUPIED

32,246

95.2%

35,232

95.0%

OWNER-OCCUPIED

14,515

45.0%

16,831

47.8%

RENTER-OCCUPIED

17,731

55.0%

18,401

52.2%

VACANT

1,643

4.8%

1,840

5.0%

TOTAL

33,889

100.0%

37,072

100.0%

Based on the 2000 Census, of the 33,889 total households in the
market, 4.8% were vacant. This is a low share of vacant housing for
the overall market.

We conducted an on-site survey of 37 conventional properties totaling
8,672 units. Of these properties, 31 are non-subsidized (market-rate or
Tax Credit) with 8,091 units. Among these non-subsidized units,
87.2% are occupied. We consider this a low occupancy rate, and an
indication of the softness of the non-subsidized conventional
apartment market.

There are also six government-subsidized projects in the market with a
total of 581 units. These units have an overall occupancy rate of
99.3%. These projects operate under various programs including HUD
Section 8 and Public Housing.

The non-government subsidized apartment market is summarized as
follows:
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MARKET-RATE & TAX CREDIT UNITS

PERCENT

BEDROOMS| BATHS UNITS DISTRIBUTION VACANT VACANT
STUDIO 1 17 0.2% 0 0.0%
ONE 1 2,205 27.3% 249 11.3%
ONE 1.5 12 0.1% 1 8.3%
TWO 1 1,541 19.0% 327 21.2%
TWO 1.5 715 8.8% 107 15.0%
TWO 2 2,339 28.9% 185 7.9%
TWO 2.5 110 1.4% 6 5.5%
THREE 2 790 9.8% 96 12.2%
THREE 2.5 299 3.7% 48 16.1%
FOUR 2 58 0.7% 15 25.9%
FIVE 3 5 0.1% 2 40.0%
TOTAL 8,091 100.0% 1,036 12.8%

Vacancy rates are highest in the market among three-bedroom or larger
units. Many of the vacancies among these unit types are attributed to the
growth of the single-family home market in this area combined with
record low mortgage interest rates, which have prompted many families
that were formerly occupying these units in the market to purchase
single-family homes. As a result the vacancy rates in the market are
highest among these unit types. Note that vacancy rates are also very
high among two-bedroom/one bath units, at 21.2%. Given the softness
of the Marietta Site PMA apartment market, it is not surprising that
vacancies are substantially lower among two-bedroom units with at least
two full bathrooms.

It is of note that two older properties that were renovated under the
LIHTC program have resulted in a high percentage of the vacant units in
this market. The Farrington (Map 1.D. 11) is 66.9% occupied with 85
vacant units, and Hickory Lake (Map I.D. 13) is 50.3% occupied with
361 vacant units. Vacancies at The Farrington are attributed to a recent
management change that resulted in numerous evictions, as the previous
management company had not properly qualified tenants. Following
Hickory Lake Apartments’ conversion to Tax Credit in 2003, the
property was forced to evict more than half of the tenants, and it has not
been able to attract new tenants to follow because they did not meet the
Tax Credit guidelines.

Removing these two properties from the overall occupancy rate
calculation yields an occupancy rate of 91.7%, indicating a moderately
soft rental housing market in the Site PMA.
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2.

SURVEY OF COMPARABLE/COMPETITIVE PROPERTIES

Tax Credit Units

The subject project will include 219 Low-income Housing Tax Credit
(LIHTC) units following renovations. We identified eight LIHTC
properties within the Site PMA. These eight 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
subject development as proposed are summarized as follows:

MAP PROPERTY OCCUPANCY | UNIT TYPES
1.D. PROJECT NAME YEAR BUILT | CONDITION | UNITS RATE OFFERED
1(SITE) | COBBLESTONE APTS. 1966-75/2006* GOOD 219 87.1% 1,2,3BR.
2 COUNTRY PINES 1969 / 2001* FAIR 84 95.2% 1,2 BR.
3 CRESTWOOD PARK APTS. 1998 GOOD 60 100.0% 1,2 BR.
4 HARMONY MEADOWS 1967 / 1992* FAIR 186 96.8% 1,2,3BR.
5 CAMBRIDGE WOODS APTS. | 1973/2001* FAIR 32 93.8% 2 BR.
11 THE FARRINGTON 1969 / 1989* FAIR 257 66.9% 1,2,3 BR.
13 HICKORY LAKE APTS. 1967 / 2003* GOOD 726 50.3% 1,2,3,4,5 BR.
19 HARMONY GROVE APTS. 1964 / 1995* FAIR 76 94.7% 0,1,2 BR.
29 CONCORD CROSSING 1978 / 2004* GOOD 190 92.1% 1,2,3,4 BR.

* Year renovated

Six of the eight comparable properties have occupancy rates of at least
92%, while The Farrington and Hickory Lake have very low
occupancy rates due to mismanagement of these two properties. In
fact, according to the current manager at The Farrington, the former
manager is accused of lying about property occupancy over the last
few years. The addresses, names of contact persons, phone numbers
and the date the survey was conducted are included in Section V, Field
Survey of Conventional Apartments.

Gross rents (includes collected rents and all utilities) for the competing
projects and the proposed Tax Credit rents at the subject site, as well
as their unit mixes, vacant units, and target market are listed in the
following table:
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GROSS RENT
(NUMBER OF UNITS/VACANCIES)

MAP ONE- TWO- | THREE- FOUR- | VOUCHERS USED/
I.D. | PROJECTNAME | STUDIO BR. BR. BR. BR.+ TARGET MARKET
1 | COBBLESTONE - $583-$633 $745 $950 - FAMILY @ 60%

(SITE) | APTS. (75) (93) (51) OF AMHI
2 | COUNTRY PINES - $564 $664 - FAMILY @ 50%
(14/1) (70/3) - AND 60% OF AMHI
3 | CRESTWOOD PARK - $343 $654-$704 - FAMILY @ 60% OF
APTS. (12/0) (48/0) - AMHI
4 | HARMONY - $499-$509 | $590-$600 $780 - FAMILY @ 60% OF
MEADOWS (42/0) (138/6) (6/0) AMHI
5 | CAMBRIDGE - - $674 - - FAMILY @ 60% OF
WOODS APTS. (32/2) AMHI
11 | THE FARRINGTON - $625 $594-$677 | $750-$834 - FAMILY @ 60% OF
(5/0) (151/51) | (101/34) AMHI
13 | HICKORY LAKE - $528 $648 $882 | p1123-$1,224 | FAMILY @ 60% OF
APTS. (178/89) | (467/233) | (51/25) (30/14) AMHI
19 | HARMONY GROVE $449 $545 $605 - - FAMILY @ 60% OF
APTS. (12/0) (24/1) (40/3) AMHI
29 | CONCORD - $622-$637 | $672-$752 $980 $1067 FAMILY @ 60% OF
CROSSING (30/3) (130/10) (2412) (6/0) AMHI

The proposed subject rents, $583 to 633 for a one-bedroom unit, $745
for a two-bedroom unit, and $950 for a three-bedroom unit will be
among the highest priced Tax Credit units in the market. This may limit
the subject site’s ability to compete with more modern Tax Credit
alternatives in the market. Significant renovation and improvements to
the subject site will be necessary to support the proposed Tax Credit
rents at the site. This is especially true considering the high vacancy
rates at two properties that were also built in the late 1960s and
renovated under the Tax Credit program

Five of the eight comparable Tax Credit properties offer reduced rents
or concessions such as one month free with a 13-month lease or $99 to
$299 for the first month’s rent. This amount of rent concessions is
indicative of a soft LIHTC market.

The Marietta Housing Authority reported there are 1,217 Vouchers in
use in area apartments. The housing authority currently reports 159
householders on the waiting list for a Voucher. Monthly turnover in the
program is estimated at 15 to 20 households per month.

The unit sizes (square feet) included in each of the different LIHTC unit
types offered in the market are compared with the subject development
in the following table.
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SQUARE FOOTAGE
MAP ONE- TWO- THREE- FOUR-
1.D. PROJECT NAME STUDIO BR BR. BR. BR.+
1 (SITE) | COBBLESTONE APTS. - 655-1,000 | 1,050 -1,170 | 1,126 — 2,000 -

2 COUNTRY PINES - 900 1,100 - -

3 CRESTWOOD PARK APTS - 650 1,040 - 1,082 - -

4 HARMONY MEADOWS - 700 - 750 900 - 950 1,100 -

5 CAMBRIDGE WOODS APTS. - - 1,000 - -

11 THE FARRINGTON - 688 992-1,419 | 1,414-1,552 -

13 HICKORY LAKE APTS. - 900 950 - 1,100 1,150 1,780 - 1,950

19 HARMONY GROVE APTS. 520 800 860 - -

29 CONCORD CROSSING - 783 — 822 988 -1,293 | 1,384 - 1,395 1,611

The number of bathrooms included in each of the different LIHTC unit
types offered in the market are compared with the subject development
in the following table.

NUMBER OF BATHS
MAP ONE- TWO- THREE- FOUR-
1.D. PROJECT NAME STUDIO BR BR. BR. BR.+
1 (SITE) | COBBLESTONE APTS. - 1 15-2 2-25 -
2 COUNTRY PINES - 1 1 - -
3 CRESTWOOD PARK APTS. - 1 2 - -
4 HARMONY MEADOWS - 1 1 2 -
5 CAMBRIDGE WOODS APTS. - - 1 - -
11 THE FARRINGTON - 1 15 2-25 -
13 HICKORY LAKE APTS. - 1 1-2 2 2-3
19 HARMONY GROVE APTS. 1 1 1 -
29 CONCORD CROSSING - 1 1 2 2

The units at the subject site are of appropriate size for LIHTC units and
are similar in size to most of the comparable units in the market. In
regards to bathrooms, the units at the subject site will be very
competitive with the other Tax Credit projects in the market.

As such, the unit sizes and number of baths will allow the proposed
LIHTC units at the site to compete with the existing low-income units
in the market.

The following table compares the amenities of the subject
development with the other LIHTC projects in the market.
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The amenity packages included at the proposed subject development
will be more comprehensive than most of the LIHTC projects in the
market. The subject development has many amenities that will enhance
its marketability as a Tax Credit project.

Based on our analysis of the rents, unit sizes (square feet), amenities,
location, quality, and occupancy rates of the existing Tax Credit
properties within the market, it is our opinion that the proposed subject
development will be competitive with these properties.

The anticipated occupancy rates of the existing comparable Tax Credit
developments following renovations at Cobblestone Apartments are as

follows:
CURRENT ANTICIPATED OCCUPANCY
PROJECT OCCUPANCY RATE RATE THROUGH 2007
COUNTRY PINES 95.2% 94.0%
CRESTWOOD PARK APTS. 100.0% 97.0%
HARMONY MEADOWS 96.8% 94.0%
CAMBRIDGE WOODS APTS. 93.8% 93.0%
THE FARRINGTON 66.9% 75.0%
HICKORY LAKE APTS. 50.3% 60.0%
HARMONY GROVE APTS. 94.7% 92.5%
CONCORD CROSSING 92.1% 92.1%

Renovating the subject site into a LIHTC project is expected to
increase vacancy rates only slightly at most of the comparables, while
further limiting the ability of projects like The Farrington and Hickory
Lake to achieve a stabilized occupancy of at least 90.0%. In fact, we
project that occupancy rates at both of these projects will continue to
be well below 90.0% through the next several years, due to site-related
issues. Nonetheless, the addition of another Tax Credit property
further dilutes the base of income-qualified households.

A map illustrating the location of comparable apartments and the
subject site is located at the end of Section V, Field Survey of
Conventional Apartments.
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Market-rate Units

The proposed project will include 25 market-rate units among its 244

total units.

We identified five properties within the Site PMA that

offered quality, rents, and features comparable to the subject project.
These competitive properties and the subject development as proposed

are summarized as

follows:

UNIT MIX (OCCUPANCY
RATE)
MAP MR YEAR ocCC. ONE- TWO- THREE-
1.D. PROJECT NAME UNITS | BUILT RATE BR. BR. BR.
1(SITE)| COBBLESTONE APTS.| 25 1966-75/ | 87.1% 8 11 6
2006* (85.5%) | (91.4%) (80.4%)
9 EAST LAKE APTS. 510 1986/ 94.1% 264 128 118
2000* (93.9%) | (94.5%) (94.1%)
12 | WOOD GREEN 494 1988 93.1% 204 182 108
(93.1%) | (93.4%) (92.6%)
14 | HAMPTONS AT EAST 196 1997 92.9% 60 108 28
COBB (93.3%) | (92.6%) (92.9%)
15 | WOODPOINTE APTS. 178 1986 93.3% 76 76 26
(94.7%) | (93.4%) (88.5%)
21 | WOOD HOLLOW APTS,| 312 1984/ 94.2% 176 108 28
2003* (94.3%) | (93.5%) (96.4%)
* Year renovated
The comparable properties have a combined occupancy rate of 93.6%.
Only the subject site has a current occupancy rate below 90.0%.
Gross rents for units at the competing projects and the proposed gross
rents at the subject site are listed in the following table:
GROSS RENT
MAP
1.D. PROJECT NAME ONE-BR. TWO-BR. THREE-BR.
1 (SITE) | COBBLESTONE APTS. $628 - $668 $785 $980
9 EAST LAKE APTS.* $688 - $773 $932 - $972 $968 - $1,158
12 WOOD GREEN $631 - $696 $816 - $842 $965
14 HAMPTONS AT EAST COBB $752 - $808 $873 - $945 $1,045 - $1,055
15 WOODPOINTE APTS. $664 - $764 $879 - $909 $1,087
21 WOOD HOLLOW APTS, $706 - $946 $916 - $966 $1,104 - $1,154

*Studio information not shown.

The proposed subject rents, $628 to $668 for a one-bedroom, $785 for a
two-bedroom unit, and $980 for a three-bedroom unit are among the
lowest of the comparable market-rate unit rents. This will enable the
proposed market-rate units to be very competitive in the market.
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The unit sizes (square feet) and number of bathrooms included in each
of the different unit types offered in the market are compared with the
subject development in the following table:

SQUARE FOOTAGE NUMBER OF BATHS
MAP ONE- | TWO- | THREE-
1.D. PROJECT NAME ONE-BR. TWO-BR. | THREE-BR. | BR. BR. BR.
1 (SITE) | COBBLESTONE APTS. 655-1,000 | 1,050 -1,170| 1,126 — 2,000 1 15-2 2-25
9 EAST LAKE APTS.* 800-1,000 |1,075-1,296 | 1,264 — 1,584 1 2-25 2-25
12 WOOD GREEN 603-760 | 910-1,080 1,274 1 1-2 2
14 HAMPTONS AT EAST COBB | 650-800 |1,176-1,186 1,247 1 2 2
15 WOODPOINTE APTS. 698 1142 1,541 1 2 2
21 WOOD HOLLOW APTS. 705-1,200 ] 1,115-1,200 1,455 1 2 2

*Studio information not shown.

The subject site will offer one- and two-bedroom units that are very
similar in size with the comparable market-rate units, while the small
three-bedroom townhome units at the site will have a slight size
disadvantage.

The following table compares the amenities of the subject development
with the most comparable market-rate projects in the market.
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The amenity packages included at the subject development are very
competitive with the competing market-rate projects. In fact, the
proposed project offers a project amenity package that will be superior
to some of the competing market-rate properties, which will give it a
competitive advantage in the market.

Based on our analysis of the rents, unit sizes (square feet), amenities,
location, quality, and occupancy rates of the comparable market-rate
properties within the market, it is our opinion that the proposed subject
development will be competitive with these properties.

. EEDERALLY ASSISTED PROJECTS

There are a total of 14 federally subsidized and/or Tax Credit
apartment developments in the Site PMA. They are summarized as
follows:

COLLECTED RENTS
MAP YEAR BUILT/ | TOTAL ONE- TWO- THREE- | FOUR+-
1.D. PROJECT NAME TYPE RENOVATED UNITS | OCCUP. | STUDIO BR. BR. BR. BR.
2 COUNTRY PINES* LIHTC 1969/2001 84 97.6% - $485 $565 - -
3 CRESTWOOD PARK | LIHTC 1998 60 100.0% - $285 $585- - -
APTS. 635
4 HARMONY LIHTC 1967/1992 186 96.8% - $439- $519- $689 -
MEADOWS 449 529
5 CAMBRIDGE LIHTC 1973/2001 32 93.8% - - $575 - -
WOODS APTS.
6 CLAY HOMES P.H. 1940 132 100.0% - SUB. SUB. SUB. -
7 BOSTON HOMES P.H. 1952 125 100.0% - SUB. SUB. SUB. SUB.
8 BRANSON HOMES P.H. 1970 50 100.0% SUB. SUB. SUB. - -
11 THE LIHTC 1969/1989 257 66.9% - $550 $500- $625-709 -
FARRINGTON** 583
13 HICKORY LAKE LIHTC 1967/2003 726 50.3% - $449 $549 $745 $949-
APTS *** 1050
19 HARMONY GROVE LIHTC 1964/1995 76 94.7% $399 $489 $539 - -
APTS.
20 BENSON MANOR SEC 8 2002 76 100.0% - SUB. - - -
28 HENDERSON ARMS SEC 8 1981 150 100.0% - SUB. - - -
APTS.
29 CONCORD LIHTC 1978/2004 190 92.1% - $525- $555- $825 $875
CROSSING 540 635
36 MADISON STATION SEC 8 1973 48 91.7% - - SUB. SUB. -
APTS.*
*Market Rate units not included
**Low occupancy due to new management evicting unqualified tenants
***_ow occupancy resulting from recent change to TC program, which caused project to lose half its tenants.
OCCUP - Occupancy
LIHTC - Tax Credit
PH - Public Housing
SUB. — Subsidized
VOGT
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J.

There are a total of 14 federally subsidized and/or Tax Credit
apartment developments in the Site PMA. The overall occupancy is
78.1%, indicating a weak market for these types of apartments.
However, when the two Tax Credit projects with significant vacancy
issues are excluded, the overall occupancy rate for these project types
IS 97.1%. This figure is a more accurate portrayal of the Site PMA
affordable housing market.

4. PLANNED MULTIFAMILY DEVELOPMENT

Based on our interviews with local building and planning
representatives, it was determined that there are no official plans for
new or additional multifamily units planned for the area. However, it
is of note that the Highland Grove (Map I.D. 31) property will begin
extensive renovations this summer.

INTERVIEWS

Determination of the Site Primary Market Area for the subject project is
based on interviews with the subject site property manager as well as other
nearby area apartment managers and city officials to establish the boundaries
of the geographical area from which most of the support for the proposed
development is expected to originate.

Interviews were also conducted with the Economic Development Division in
order to gather economic data such as major employer numbers and
information on job growth in Marietta and Cobb County economies.

Lastly, area building and planning department officials were interviewed

about area apartments and other housing developments as well as
infrastructure changes that could affect the Site PMA.

CONCLUSIONS AND RECOMMENDATIONS

Based on the findings reported in our market study, it is our opinion that a
market does not exist for the 244 units proposed for renovations under the
Low-income Housing Tax Credit program at the subject site. While almost
all our findings detailed in this report show that the proposed project is
supportable, with approximately 450 vacant Tax Credit units already in the
market at two struggling Tax Credit properties, we believe renovating the
subject site as a Tax Credit project will adversely impact the ability of these
struggling projects to achieve stabilized occupancy rates of 90% or greater.

VOGT
[LLIAMS
11-40 BOWEN: Iic




The project will be very competitive within the market area in terms of unit
amenities and unit sizes, and the proposed rents will be perceived as a
significant value in the marketplace. This is demonstrated in Section 1V.

As shown Project Specific Demand Analysis section of this report, with
penetration rates ranging from 2.5% to 18.9% of income-qualified renter
households in the market, there is sufficient support for the proposed
development. However, renovating the subject site into a LIHTC project is
expected to further limit the ability of projects like The Farrington and
Hickory Lake to achieve a stabilized occupancy of at least 90.0%. In fact, we
project that occupancy rates at both of these projects will continue to be well
below 90.0% through the next several years, due to site-related issues.
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IV. MARKET RENT ADVANTAGE

A. INTRODUCTION

We identified five market-rate properties within the Marietta Site 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:

e Surrounding neighborhood characteristics

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

e Unit types offered (garden or townhouse, bedroom types, etc.)
e Building type (single-story, mid-rise, high-rise, etc.)

e Unit and project amenities offered

e 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.
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The proposed subject development and the five selected properties
include the following:

UNIT MIX (OCCUPANCY RATE)
MAP PROJECT NAME TOTAL YEAR occC. ONE- TWO- THREE-

I.D. UNITS BUILT RATE BR. BR. BR.

1 COBBLESTONE APTS. 244 1966-75/ 87.1% 83 104 57
2000* (855%) | (91.3%) (80.7%)

9 EAST LAKE APTS. 510 1986/ 94.1% 264 128 118
2000* (93.9%) (94.5%) (94.1%)

12 WOOD GREEN 494 1988 93.1% 204 182 108
(93.1%) (93.4%) (92.6%)

14 HAMPTONS AT EAST 196 1997 92.9% 60 108 28
COBB (93.3%) (92.6%) (92.9%)

15 WOODPOINTE APTS. 178 1986 93.3% 76 76 26
(94.7%) (93.4%) (88.5%)

21 | WOOD HOLLOW APTS. 312 1984/ 94.2% 176 108 28
2003* (94.3%) (93.5%) (96.4%)

Occ. — Occupancy
*Year renovated

The five selected market-rate comparable projects have a combined total
of 1,690 units with an overall occupancy rate of 93.6%. None of the
selected properties have an occupancy rate below 92.9%.

The Rent Comparability Grids on the following pages show the collected
rents for each of the selected properties and illustrate 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 subject development following renovations.
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