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Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

March 3, 2021

Mr. Rick Edson

NFP Affordable Housing Corporation
4405 East West Highway, Suite 309
Bethesda, Maryland 20814

Dear Mr. Edson:

Following is a market study which was completed for NFP Affordable Housing Corporation, under
the guidelines set forth by the Virginia Housing. The subject is located at 719 East Ferrell Street in
South Hill, Virginia, and is an existing Section 8 and market-rate family development. The subject
consists of seven two-story walk-up buildings containing 51 units and an accessory building
containing a laundry facility, office and maintenance area. The buildings have brick and siding
exterior and flat roofs. Unit amenities include a refrigerator, range/oven, vinyl and blinds. Project
amenities include a playground, laundry facility, on-site management, on-site maintenance and
asphalt parking areas with approximately 65 parking spaces.

The purpose of the following market study is to determine if the community has a need for the
subject units. To do so, the analysts (Todd Douglas Poer and Samuel T. Gill) utilized data from the
U.S. Census Bureau, ESRI Business Information Solutions and various other demographic
resources. Community information and opinion was also utilized. This information was collected
during a field survey conducted by Todd Douglas Poer while visiting the site on December 17, 2020.
An attempt was made to survey 100 percent of all housing in the area.

| certify that there is not now nor will there be an identity of interest between or among the applicant,
contractor, architect, engineer, attorney, interim lender, subcontractors, material suppliers,
equipment lessors or any of their members, directors, officers, stockholders, partners or
beneficiaries without prior written identification to Virginia Housing and written consent to such
identity of interest by Virginia Housing. All recommendations and conclusions are based solely on
the professional opinion and best efforts of the analyst. This statement is given for the purpose of
inducing the United States of America to make a loan as requested in the loan pre-application or
application of which this statement is a part.

)ga/mm\)& g QU\Q

Samuel T. Gill Janice F. Gill, MAI
Market Analyst Market Analyst
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This is to certify that a field visit was made by the market analyst or one of his associates and information
was obtained from publications of federal, state and local agencies. Interviews were held with apartment
owners or managers, local officials and others as appropriate who may be knowledgeable of the housing
market in South Hill.

In accordance with Virginia Housing, | hereby certify that the information provided in this Market Study
was written according to Virginia Housing’s market study requirements and is truthful and accurate to the
best of my knowledge and belief. The estimates of demand for family housing made by this report are
based on the assumption of a free market situation, unencumbered by local mores, affirmative fair
housing marketing or prejudice toward the site location.

This is to affirm that | will receive no fees which are contingent upon approval of the project by Virginia
Housing, before or after the fact, and that | will have no interest in the housing project.

o 4. 10

Samuel T. Gill Janice F. Gill, MAI
Market Analyst Market Analyst
Tax ID Number: 43-1352932

March 3, 2021
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| understand and agree that Virginia Housing will consider an identity of interest to exist between the loan
applicant as the party of the first part and general contractors, architects, engineers, attorneys, interim
lenders, subcontractors, material suppliers or equipment lessors as parties of the second part under any
of the following conditions:

1

2.

. When there is any financial interest of the party of the first part in the party of the second part;

When one or more of the officers, directors, stockholders or partners of the party of the first part is
also an officer, director, stockholder or partner of the party of the second part;

. When any officer, director, stockholder or partner of the party of the first part has any financial

interest whatsoever in the party of the second part;

. When the party of the second part advances any funds to the party of the first part other than an

interim lender advancing funds to enable the applicant to pay for construction and other
authorized and legally eligible expenses during the construction period;

. When the party of the second part provides and pays on behalf of the party of the first part the

cost of any legal services, architectural services or interim financing other than those of the
survey, general superintendent or engineer employed by a general contractor in connection with
obligations under the construction contract;

. When the party of the second part takes stock or any interest in the party of the first part as part of

the consideration to be paid them; and

. When there exists or comes into being any side deals, agreements, contracts or undertakings

entered into thereby altering, amending or canceling any of the required closing documents or
approval conditions as approved by Virginia Housing.

| certify that there is not now nor will there be an identity of interest between or among the applicant,
contractor, architect, interim lender, subcontractors, material suppliers, equipment lessors or any of their
members, directors, officers, stockholders, partners or beneficiaries without prior written identification to
Virginia Housing and written consent to such identity of interest by Virginia Housing. This statement is
given for the purpose of inducing the United States of America to make a loan as requested in the loan
pre-application or application of which this statement is a part.

There is no identity of interest between the loan applicant and the Market Analyst or Gill Group.

)i;(&/m\)& N J<U\9\Q

Samuel T. Gill Janice F. Gill, MAI
Market Analyst Market Analyst

March 3, 2021
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This market study has been prepared by Gill Group, Inc., a member in good standing of the National
Council of Housing Market Analysts (NCHMA). This study has been prepared in conformance with
the standards adopted by NCHMA for the market analysts’ industry. These standards include the
Standard Definitions of Key Terms Used in Market Studies, and Model Content Standards for the
Content of Market Studies. These Standards are designed to enhance the quality of market studies
and to make them easier to prepare, understand, and use by market analysts and by the end users.
These Standards are voluntary only, and no legal responsibility regarding their use is assumed by
the National Council of Housing Market Analysts.

Gill Group, Inc. is duly qualified and experienced in providing market analysis for Affordable
Housing. The company’s principals participate in the National Council of Housing Market Analysts
(NCHMA) educational and information sharing programs to maintain the highest professional
standards and state-of-the-art knowledge. Gill Group, Inc. is an independent market analyst. No
principal or employee of Gill Group, Inc. has any financial interest whatsoever in the development
for which this analysis has been undertaken.

oo 4. 10

Samuel T. Gill Janice F. Gill, MAI
Gill Group

March 3, 2021
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Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

It is the opinion of the analyst that a market exists for the proposed rehabilitation of an existing 51-unit
development designed for families and that there is no need for alterations of any kind. This
recommendation is made based on the information included in this report and assuming that the project is
completed as detailed in this report. Any changes to the subject could alter the findings in this report.

The subject, Mecklenburg Manor, is an existing Section 8 and market-rate multifamily development that
currenlty contains 50 revenue units and one non-revenue unit. As complete, all units will be revenue
units. The property is applying for an allocation of Low-Income Housing Tax Credits which will set the
income eligibility to individuals earning between $16,011 and $40,380 annually without considering
subsidies, and individuals earning below $40,380 annually when considering subsidies.

Mecklenburg Manor is comprised of seven two-story walk-up buildings containing 51 units and an
accessory building containing a laundry facility, office and maintenance area. The buildings are of frame
construction with brick and siding exterior and flat roofs.

The following chart lists the subject’s existing unit distribution by unit type, size and rent structure.

1/1 (Section 8) 5 569 $592 $59
1/1 (Market) 3 569 $449 N/A
2/1 (Section 8) 14 688 $771 $55
2/1 (Market) 13 688 $488 N/A
2/1 (Non-Rev) 1 688 $0 N/A
3/1 (Section 8) 5 826 $961 $63
3/1 (Market) 10 826 $522 N/A
51
The following chart lists the subject’s proposed unit distribution by unit type, size and rent structure.
Unit Type |# of Units Avg. %of |Maximum| Gross Utility Net Rent
Square Median LIHTC Rent |Allowance
Feet Income Rent
1/1 (Section 8) 1 569 40% $467 $654 $62 $592
1/1 (Section 8) 4 569 50% $583 $654 $62 $592
1/1 (LIHTC) 3 569 60% $700 $527 $62 $465
2/1 (Section 8) 4 688 40% $561 $829 $58 $771
2/1 (Section 8) 10 688 50% $701 $829 $58 $771
2/1 (LIHTC) 14 688 60% $841 $568 $58 $510
3/1 (Section 8) 1 826 40% $648 $1,026 $65 $961
3/1 (Section 8) 4 826 50% $810 $1,026 $65 $961
3/1 (LIHTC) 10 826 60% $972 $610 $65 $545

The rental housing stock in the market area is comprised of single-family homes and market-rate and
subsidized/income-restricted apartment complexes. The current vacancy rate in surveyed market-rate
apartment complexes is 4.0 percent. However, the contact for Chatham Terrace Apartments stated the
property has been unable to lease units due to the current COVID-19 restrictions. Therefore, the property

Gill Group |
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has a higher than typical vacancy rate. Without considering this property, the overall market-rate
apartment vacancy rate is 3.0 percent. In addition, the contact for Briarcliff Apartments was unable to
disclose the current occupancy rate. Therefore, this property was not considered in the vacancy analysis.
The vacancy rate for affordable housing units in the market area is 4.6 percent. However, the contact for
River Wynd Apartments stated the property had a higher than typical vacancy rate due to
mismanagement of the previous owners. Furthermore, as the new management takes over, the property
is expected to achieve a stabilized occupancy rate. Therefore, without considering this property, the
overall affordable vacancy rate is 3.7 percent.

The development does not have an adverse impact on the market area. There were six income-restricted
developments confirmed in the market area. Planters Woods Apartments is the most similar to the subject
since it has rents at 40, 50 and 60 percent AMI, and also contains subsidy for some of its units. River
Wynd Apartments contains two- and three-bedroom units and has rents set at 50 percent AMI. Lakewood
Apartments’ one-bedroom units are set at 50 percent AMI; with more than half of the units receiving
Rental Assistance. In addition, the majority of the comparables contain a waiting list. Therefore, the
market area is not saturated.

The following table contains the capture rates for the entire property as well as for the vacant units only at
the property when considering the subject’s subsidies.

All Section 8 Units | All Section 8 Units | All LIHTC Units Project
@ 40% @ 50% @ 60% Total
Income Restrictions: ($0 - $26,920) ($0 - $33,650) ($18,069 - $40,380) ($0 - $40,380)
All Units at Subject 0.7% 11.8% 2.6% 4.8%
Vacant Units at Subject 0.0% 0.7% 0.1% 0.2%

The market shows a net demand of 1,054 units for all rehabilitated units at or below 60 percent of the
area median income when considering subsidies. When considering all units vacant, the capture rate is
4.8 percent. However, the subject is an existing development that will contain a total 51 revenue units.
The property is 96 percent occupied, with two vacant units. As complete, the property will remain a
Section 8 property with subsidies for 24 units as well be 100 percent tax credit property at 40, 50 and 60
percent of the area median income. When only considering the subject’s vacant units, the overall capture
rate is 0.2 percent.

The following table contains the capture rates for the entire property without considering the subject’s
subsidies.

All Units 1BR Units All Units Project

@ 40% @ 50% @ 60% Total
Income Restrictions: ($16,011 - $26,920) | ($19,989 - $33,650) | ($18,069 - $40,380) | ($16,011 - $40,380)
All Units at Subject 2.3% 12.9% 10.6% 14.8%

The market shows a net demand of 344 units for all rehabilitation units at or below 60 percent of the area
median income without considering the subject’'s subsidies. As complete, the property will remain a
Section 8 property with subsidies for 24 units as well be 100 percent tax credit property at 40, 50 and 60
percent of the area median income. However, when considering the property without its subsidies, it is
unlikely all residents would remain income-qualified. Therefore, the analysis was conducted as though
entirely vacant. Without considering the property’s subsidies and as though entirely vacant, the capture
rate is 14.7 percent.

Mecklenburg Manor is an existing Section 8 and LIHTC family complex that contains 51 units. As
complete, the property will retain its subsidies for 24 units, as well as be 100 percent LIHTC at 40, 50 and
60 percent of the area median income. The development is currently 96 percent occupied, with two

Gill Group |
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vacant. The rehabilitation will not permanently displace any current tenants. The property will retain its
subsidies once rehabilitation is complete; therefore, it is likely tenants in these units will continue to reside
at the property. Furthermore, since the current market-rate rents are well below market, the tenants in the
market units should remain income qualified and could remain after renovations. Therefore, once
rehabilitation is complete, the property will not need to absorb any additional units to maintain its
stabilized occupancy.

However, when considering the subject without its subsidies, an absorption period was established as if
the development were a vacant Low Income Housing Tax Credit Development. Without the subsidies, the
property’s current residents in these units are unlikely to remain income-qualified. Therefore, the analysis
was conducted as thought the subject were entirely vacant. After researching the vacancy rates of the
existing units in the area, it is firmly believed that the proposed development will satisfy a portion of the
continued demand for the units within the market. It is estimated that a 95+ percent occupancy level can
be achieved in five to six months. Our interviews with apartment managers substantiate the absorption
rate. It is believed that the subject will absorb eight to 10 units per month; therefore, reaching a stable
occupancy level within five to six months.

The subject is located at 719 East Ferrell Street. Therefore, the subject has average visibility and easy
access. The subject’s site plan and project design are similar to competing apartment developments. The
subject’s unit mix of one-, two- and three-bedroom units is suitable in the market. The subject’s unit and
project amenities are competitive with the surveyed comparables. The subject’s rents will provide a good
value to prospective tenants.

Strengths: The subject’s location is comparable to other developments in the market area. Its in-unit and
common area amenities are competitive with the other developments in the market area. When these
factors are taken into consideration, the subject’'s proposed units provide a good value to prospective
tenants.

Weaknesses: There are no apparent weaknesses.

The subject can retain its required share of the market area for the following reasons:

e The subject’s design and amenities are competitive with other existing projects. Therefore, no
modifications to the subject are necessary.

e The subject’s location provides easy access to all needed services, recreation and public transit.

e The subject’s proposed LIHTC rents at 60 percent of the area median income are below the
determined market-rate rents. The subject’'s proposed Section 8 rents that are set at 40 and 50
percent of the area median income are above the determined achievable market-rate rents.
However, once rehabilitation is complete, the property will retain its subsidies for the 24 Section 8
units. Tenants in these units will never be required to pay more than 30 percent of their income
towards rent and utilties. Therefore, the subject’s proposed rents will be competitive within the
market area.

e Mecklenburg Manor is an existing Section 8 and market-rate family complex that contains 51
units. As complete, all units will be revenue units, and the property will retain its subsidies for 24
units, as well as be 100 percent LIHTC at 40, 50 and 60 percent of the area median income. The
development is currently 96 percent occupied, with two vacant. The rehabilitation will not
permanently displace any current tenants. The property will retain its subsidies once rehabilitation
is complete; therefore, it is likely tenants in these units will continue to reside at the property.
Furthermore, since the current market-rate rents are well below market, the tenants in the market
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units should remain income qualified and could remain after renovations. Therefore, once
rehabilitation is complete, the property will not need to absorb any additional units to maintain its
stabilized occupancy.

e According to the past, present and future demographic and economic trends within the primary
market area, it is the opinion of the analyst that the existing development is suitable for the
market area. Given the current acceptable vacancy rates for affordable properties, the
development will not have an adverse effect on the existing rental comparables and the
anticipated pipeline additions to the rental base.
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The Scope of Work Rule requires us to gather and analyze information about those assignment elements
that are necessary to properly identify the problem to be solved. According to the Standards Rule 1-2,
identification of the problem to be solved requires us to identify the following assignment elements.

e Client and any other intended users: The client and developer for this market study assignment is
NFP Affordable Housing Corporation The intended users of the report are NFP Affordable
Housing Corporation and Virginia Housing. No other users are intended.

e Intended use of the analyst’s opinions and conclusions: The intended use of this market study is
to apply for Low Income Housing Tax Credits through Virginia Housing.

o Effective date of the analyst's opinions and conclusions: The effective date of the rental estimate
is December 17, 2020.

e Subject of the assignment and its relevant characteristics: The subject property is an existing 51-
unit apartment complex known as Mecklenburg Manor. It is located on East Ferrell Street, which
is located east of U.S. Highway 1. Its physical address is 719 East Ferrell Street.

¢ Assignment conditions: Assignment conditions include assumptions, extraordinary assumptions,
hypothetical conditions, supplemental standards, jurisdictional exceptions, and other conditions
that affect the scope of work. The following assumptions are used in this market study
assignment: The market study was written under the extraordinary assumption that the property
will be rehabilitated as indicated in the Scope of Work. The market study was written under the
extraordinary assumption that there are no long-term impacts from the COVID-19 pandemic. The
market study was written under the extraordinary assumption that the subject property has
remained in similar condition as when originally inspected on January 28, 2020. The market rents
in the need and demand analysis were determined under the hypothetical condition that the
subject will be unrestricted or conventional and not subject to any rent restrictions.

e An environmental audit was not provided. | am not qualified to complete an environmental audit.
The stated opinion of rental rates is predicated on the assumption that no hazardous substances
or conditions materially affect the subject property.

e The Americans with Disabilities Act ADA) became effective January 26, 1992. No specific
compliance survey or analysis of the identified property has been made to determine whether it is
in conformity with the various detailed requirements of the ADA. It is possible that a compliance
survey of the property together with a detailed analysis of the requirements of the ADA could
reveal that the property will not comply with one or more of the requirements of the Act. If so, this
fact could have an adverse impact upon the value of the property. Since there is no direct
evidence relating to this issue, it is assumed that no substantial immediate outlays will be
mandated by governing authorities to meet ADA requirements.

e The building improvements meet all governing codes, unless otherwise noted in this report.
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An extraordinary assumption’ is defined as:

An assignment-specific assumption as of the effective date regarding uncertain information used in an
analysis, which, if found to be false, could alter the appraiser’s opinions or conclusions. Uncertain
information might include physical, legal or economic characteristics of the subject property; or conditions
external to the property, such as market conditions or trends; or the integrity of data used in an analysis.

An extraordinary assumption may be used in an assignment only if:

It is required to properly develop credible opinions and conclusions;

The analyst has a reasonable basis for the extraordinary assumption;

Use of the extraordinary assumption results in a credible analysis; and

The analyst complies with the disclosure requirements set forth in USPAP for extraordinary
assumptions.?

The following extraordinary assumptions are used in this market study consultation assignment: The
market study was written under the extraordinary assumption that the property will be rehabilitated as
indicated in the Scope of Work. The market study was written under the extraordinary assumption that
there are no long-term impacts from the COVID-19 pandemic. The market study was written under the
extraordinary assumption that the subject property has remained in similar condition as when originally
inspected on January 28, 2020.

A hypothetical condition3 is defined as:

A condition, directly related to a specific assignment, which is contrary to what is known by the appraiser
to exist on the effective date of the assignment results but is used for the purpose of analysis.
Hypothetical conditions are contrary to known facts about physical, legal, or economic characteristics of
the subject property; or about conditions external to the property, such as market condition or trends; or
about the integrity of data used in an analysis.

A hypothetical condition may be used in an assignment only if:
e Use of the hypothetical condition is clearly required for legal purposes, for purposes of
reasonable analysis, or for purposes of comparison;
o Use of the hypothetical condition results in a credible analysis; and
e The analyst complies with the disclosure requirements set forth in USPAP for hypothetical
4

conditions.

The following hypothetical condition are used in this market study consultation assignment: The market
rents in the need and demand analysis were determined under the hypothetical condition that the subject
will be unrestricted or conventional and not subject to any rent restrictions.

" Uniform Standards of Professional Appraisal Practice, 2020-2021 Edition (The Appraisal Foundation, 2020), pg. 4
2 Uniform Standards of Professional Appraisal Practice, 2020-2021 Edition (The Appraisal Foundation, 2020), pg. 14
3 Uniform Standards of Professional Appraisal Practice, 2020-2021 Edition (The Appraisal Foundation, 2020), pg. 4
4Uniform Standards of Professional Appraisal Practice, 2020-2021 Edition (The Appraisal Foundation, 2020), pg. 14
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This market study was completed in accordance with the requirements set forth in Virginia Housing’s
2021 Market Study Guidelines.

Janice F. Gill, MAI, a State Certified General Real Estate Appraiser, oversaw and supervised all data
collection and analysis and performed the research. The following actions were taken to complete this
appraisal.

The subject was originally inspected on January 28, 2020 by Todd Douglas Poer, Market Analyst,
who conducted an interior and exterior inspection of the subject property to determine the
property’s physical and functional characteristics. Todd Douglas Poer inspected common areas,
mechanical rooms, exterior grounds and the following units: Unit 707D, Unit 709C, Unit 711A,
Unit 713B, 715A, 715D and 723B. He measured the units and/or viewed the plans to verify unit
sizes. He interviewed Michael Severe to determine the rental rates, services and amenities
offered to the tenants of the subject property. Samuel T. Gill also viewed the subject property.
The subject and all comparables were contacted on December 17, 2020 to reconfirm rental rates
and occupancy rates. Consequently, the effective date of this analysis is December 17, 2020.

The purpose of this market study is to determine if the community has a need for the subject
units. To do so, the analysts utilize data from the U.S. Census Bureau; Ribbon Demographics,
2021 Data; and various other demographic resources. Community information and opinion was
also utilized. The research retrieved data from several of the following: internet sites, local
newspapers and rental publications, town records, owners and managers of local apartment
properties, local real estate brokers, fellow analysts and the analyst’s office files.

During the week of December 17, 2020, Todd Douglas Poer inspected the exterior of each
comparable property used in the analysis. When available, Todd Douglas Poer inspected the
interiors of the comparable properties. Unit sizes were measured when an interior inspection was
available, or from floor plans (excluding balconies/patios and mechanical areas) if available.

During the verification process, Samuel T. Gill, or one of his associates, talked with the managers
or leasing agents of the comparable properties, to confirm all data and to collect additional
information about each comparable, including size, age, amenities, occupancy rates and general
market information. Whenever possible, floor plans and brochures were obtained, which describe
the comparable properties unit size, feature and amenities.
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Project Name: Mecklenburg Manor
Location: 719 East Ferrell Street
South Hill, Virginia
Project Type: Family
Construction Type: Acquisition/Rehabilitation
Developer: NFP Affordable Housing Corporation

Area Median Family Income:  $58,000

The subject, Mecklenburg Manor, is a proposed Section 8 and market-rate multifamily development that
currently contains 50 revenue units and one non-revenue unit. As complete, all units will be revenue
units. The property is applying for an allocation of Low-Income Housing Tax Credits which will set the
income eligibility to individuals earning 40, 50 and 60 percent of the area median income. The subject
property will attract residents with incomes between $18,069 and $40,380 annually for the LIHTC units,
and below $33,650 annually for the Section 8 units. The developer is not electing to use the income-
average minimum set-aside option.

Mecklenburg Manor is comprised of seven two-story walk-up buildings containing 51 units and an
accessory building containing a laundry facility, office and maintenance area. The buildings are of frame
construction with brick and siding exterior and flat roofs. The property is not a scattered site development.

Each unit contains the following amenities: refrigerator, range/oven, vinyl and blinds.

The property will provide the following project amenities: playground, laundry facility, on-site management
and on-site maintenance.

The complex contains open asphalt parking areas with approximately 65 parking spaces. This parking
ratio is slightly higher than one space per unit. However, South Hill has a 60 WalkScore and the subject’s
occupancy rate has remained stable. Therefore, this does not appear to have a negative impact on the
subject property.
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The following table describes the project’s utility combination.

Utility Type Who Pays
Heat Central Gas Landlord
Air Conditioning Central Electric Tenant
Hot Water Gas Landlord
Cooking Gas Landlord
Other Electric Electric Tenant
Cold Water/Sewer N/A Landlord
Trash Collection N/A Landlord
Cable/Satellite N/A Tenant
Internet N/A Tenant

The following chart lists the subject’s existing unit distribution by unit type, size and rent structure.

1/1 (Section 8) 5 569 $592 $59
1/1 (Market) 3 569 $449 N/A
2/1 (Section 8) 14 688 $771 $55
2/1 (Market) 13 688 $488 N/A
2/1 (Non-Rev) 1 688 $0 N/A
3/1 (Section 8) 5 826 $961 $63
3/1 (Market) 10 826 $522 N/A
51

The following chart lists the subject’s proposed unit distribution by unit type, size and rent structure.

Unit Type |# of Units Avg. %of |Maximum| Gross Utility Net Rent
Square | Median LIHTC Rent [Allowance
Feet Income Rent

1/1 (Section 8) 1 569 40% $467 $654 $62 $592
1/1 (Section 8) 4 569 50% $583 $654 $62 $592

1/1 (LIHTC) 3 569 60% $700 $527 $62 $465
2/1 (Section 8) 4 688 40% $561 $829 $58 $771
2/1 (Section 8) 10 688 50% $701 $829 $58 $771

2/1 (LIHTC) 14 688 60% $841 $568 $58 $510
3/1 (Section 8) 1 826 40% $648 $1,026 $65 $961
3/1 (Section 8) 4 826 50% $810 $1,026 $65 $961

3/1 (LIHTC) 10 826 60% $972 $610 $65 $545

The subject’'s proposed rents at 60 percent of the area median income are significantly lower the
maximum allowable LIHTC rents. The subject’s proposed rents at 40 and 50 percent of the area median
income are above the maximum allowable LIHTC rents; however, these units will continue to contain
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subsidies once rehabilitation is complete. Therefore, tenants in these units will never be required to pay
more than 30 percent of their income towards rent and ultilities.

The subject property will attract residents with incomes between $18,069 and $40,380 annually for the
LIHTC units, and below $33,650 annually for the Section 8 units.

1 $17,440 $21,800 $26,160

2 $19,920 $24,900 $29,880

3 $22,440 $28,050 $33,660

4 $24,920 $31,150 $37,380

5 $26,920 $33,650 $40,380

6 $28,920 $36,150 $43,380
Source: HUD

The subject will not offer any tenant services.

The property will undergo a substantial rehabilitation and will be in good condition. The proposed scope of
work is comprehensive and includes replacement of appliances, kitchen cabinets, bath vanities and
medicine cabinets, windows, interior and exterior doors, hot water heaters, air conditioning units, toilets
and baths, flooring and structural elements such as exterior brick and wall supports, roofing and re-
grading and striping of the parking lots. The rehabilitation is anticipated to begin in January 2022 and end
in September 2022.

The property site contains approximately 226,076 square feet, or 5.19 acres, and is currently zoned R2-
16, General Residential District. The subject is a legal, conforming use. The subject is located on one
single site. It is not a scattered site development. The subject is located in Census Tract #9302.00.

The neighborhood is comprised primarily of vacant land. Single-family residences and Planters Woods
Apartments are located north of the site. Vacant land is located south and west of the site. Vacant land
and commercial properties are located east of the subject. The neighborhood is 50 percent built up.
Approximately 25 percent of the land use is made up of single-family residences. Another 25 percent is
multifamily dwellings. The remaining 50 percent is vacant land. The area is mostly rural. The subject is
located along East Ferrell Street. Therefore, the subject has average visibility and easy access.

Gill Group |
Page | 22



SITE EVALUATION



Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

The existing development contains 51 family units in South Hill, Virginia. South Hill is located in the
southern portion of the State of Virginia. Nearby cities include the following: Henderson, North Carolina;
Roanoke Rapids; North Carolina; Petersburg, Virginia; Colonial Heights, Virginia; Wake Forest, North
Carolina and Rocky Mount, North Carolina.

The primary market area consists of Mecklenburg County. The market area has the following boundaries:
North — Lunenburg County; East — Brunswick County; South — State of North Carolina; and to the West —
Charlotte and Halifax Counties. This is the area from which the subject would normally draw its
applicants.

South Hill is served by Interstate 85; U.S. Highways 1, 58 and State Highway 47. The subject is located in
the northeastern portion of the town. The subject is located along East Ferrell Street.
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The site is in a primarily residential neighborhood in the northeastern portion of South Hill. The subject is
located along East Ferrell Street.

The property is easily accessed via East Ferrell Street which connects to U.S. Highway 1, a major
thoroughfare throughout the town.

The property site contains approximately 226,076 square feet, or 5.19 acres, and is currently zoned R2-
16, General Residential District. The subject is a legal, conforming use. The subject is located on one
single site. It is not a scattered site development. The subject is located in Census Tract #9302.00.

The neighborhood is comprised primarily of vacant land. Single-family residences and Planters Woods
Apartments are located north of the site. Vacant land is located south and west of the site. Vacant land
and commercial properties are located east of the subject. The neighborhood is 50 percent built up.
Approximately 25 percent of the land use is made up of single-family residences. Another 25 percent is
multifamily dwellings. The remaining 50 percent is vacant land. The area is mostly rural.
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Subject Photos

View of Sign

View of Entrance
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View of Exterior

View of Exterior
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View of Exterior

View of Exterior
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View of Accessory Building

View of Leasing Office
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View of Laundry Facility

View of Laundry Facility
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View of Playground

View of Mail Center

Gill Group |
Page | 33



Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

View of Typical Living Area

View of Typical Dining Area
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View of Typical Kitchen

View of Typical Kitchen
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View of Typical Bedroom

View of Typical Bath
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View of Parking Lot

View of Parking Lot
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Most market area tenants have blue collar occupations. According to the U.S. Census Bureau,
approximately 81 percent of the market area works in the service and laborer industries.

Parks and Recreational Opportunities
Recreational facilities and areas in South Hill and Mecklenburg County include but are not limited to the
following: Centennial Park, Parker Park, South Hill YMCA, South Hill Country Club, Woodfield Club,
Tobacco Heritage Trail, Buggs Island Lake, Lake Gaston, Whittle’s Mill, Tobacco Farm Life Museum of
Virginia, Model Railroad Museum and Wildlife Exhibit, Virginia S. Evans Doll Museum, South Hill Cinema
and Colonial Center for Performing Arts.

Government/Public Safety

The Town of South Hill operates under a Council-Mayor form of government; one mayor and an eight-
member Town Council. The Town is served by the South Hill Police Department. In addition, the town is
served by the South Hill Volunteer Fire Department which has 40 volunteers.

Utilities

The Town of South Hill provides water and sewer services to the residents of the town. Electricity is
provided by Dominion Energy. Natural gas is provided by Columbia Gas. Basic telephone services are
provided by Comcast and CenturyLink.

Health Services

Hospitals in the area include VCU Health Community Memorial Hospital, Halifax Regional Hospital,
Southside Community Hospital, Behavioral Health Services of Community Memorial Health Center,
Granville Medical Center, Community Memorial Pavilion and Community Memorial Hospital-South Hill.
Clinics in the area include South Hill Family Medicine, CMH Women’s Health Clinic, VCU Health South
Hill Commonwealth Neuro Specialist, VCU Health South Hill Internal Medicine and Critical Care,
American Life Line Medical, VCU Health CMH Cancer and Specialty Care and VCU Health CMH Hundley
Center.

Transportation

Major highways in Mecklenburg County include Interstates 77, 85, 277 and 485; U.S. Highways 21, 29,
29, 74 and 521 and State Highways 16, 24, 27, 49, 51, 73, 115, 160 and 218. Interstate and intrastate
bus services are provided by Greyhound, with a bus stop in South Hill. Amtrak provides commuter rail
services to the area via a station in Richmond, Virginia. The nearest major airport is Richmond
International Airport in Richmond, Virginia, 85 miles north of South Hill. Raleigh-Durham International
Airport in North Carolina is located 80 miles south of South Hill. Mecklenburg Transportation
System provides public transportation throughout Mecklenburg County.

According to AreaVibes, approximately 185 per 100,000 residents are victims of a violent crime annually,
and approximately 3,114 per 100,000 residents are victims of a property crime each year. There has
been a total of 143 crimes in the town within the past year, eight of which are violent crimes and 135 of
which are property crimes. The crime rate for South Hill is 78.2 percnet higher than for the state, and 32.5
percent higher than for the nation. The total number of crimes in the town increased eight percent within
the past year, according to AreaVibes. There is a 1 in 542 chance of being the victim of a violent crime
and a 1 in 33 chance of being the victim of a property crime. The life cycle is generally in the stability
stage. There are no major adverse influences or hazards observed or known by the appraiser in the
immediate surrounding area.
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Community Services Legend
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*River Wynd Apartments is the only comparable that will not directly compete with the subject’s units due
to percent AMI.
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Strengths — The site has average visibility and access. The site is close to employment centers, health
care services, government and public services.

Weaknesses — The site has no apparent weaknesses.
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Following is a list of considerations used when determining the market area:

Population and Households Counts: The number of households in a market area is directly
proportionate to its geographic size within an individual market. Total householders residing in a
market area can greatly influence demand calculations.

General Demographics: The socio-economic composition of a market area including income,
household size and tenure can be largely influenced by the erroneous inclusion or exclusions of
non-comparable areas.

Demand: Too large of a market may result in overstating demand for a proposed development.
Conversely, too conservative of a market area may discount the demand for new product,
especially if a lack of quality housing currently exists.

Supply Analysis: While a larger market area generally includes higher household totals, it likewise
may include a higher number of directly comparable units. If using demand methodologies that
net out recently constructed and comparable rental units from the demand estimate, the increase
in the number of comparable units can outweigh the increase in demand.

Competitive Stock: The existing rental stock surveyed for a market study is dependent on the
number of rental properties in a given market and therefore the boundaries of a primary market
area. If existing developments are going to be used as “comparables”, they should be located in
the primary market area, if possible.

Attainable Rents: If the market area includes non-comparable areas, the analysis may use
comparables projects that suggest that a project can achieve rents that area significantly higher
or lower than the rents its micro location will support.

Location of Competitive Properties: A primary consideration in defining a market area is
identifying those locations that offer alternative opportunities to a potential renter for a subject
site. The managers of existing comparable properties near the site are excellent sources in
determining those competitive locations.

Accessibility: Available transportation linkages including both traffic arteries and mass transit
options can influence the size of the market. Mass transit can have a significant impact on
projects addressing very low income households for which transportation options may be limited.
Natural Boundaries: Natural boundaries including rivers and mountains can restrict the mover-
ship within a market due to a lack of accessibility.

Housing Project Characteristics: The availability of a unique structure type such as a high rise
may alter the typical draw of a potential project.

Market Perceptions: Whether grounded in reality or not, market perceptions can be a significant
determinant of market area boundaries. Social stigmas often exist within sub-markets, with
residents from one side of a submarket may not move to a close by neighborhood, regardless of
housing opportunities. The construction of a new, attractive rental community may not necessarily
relieve this perception.

Commuting Patterns: The time spent commuting and employment destination could often reveal
distinct patterns. High percentages of workers with long commutes or working in neighboring
counties are often indicators of a lack of affordable housing options near employment centers.
Target Market: Proposed developments targeting a special needs population such as seniors
generally draw from a larger geographic region. Given the smaller pool of qualified householders,
the location and quantity of comparable stock is of additional importance. An acceptable market
area for a family oriented rental community will often be too conservative for a rental community
targeting senior rental householders.

Jurisdictional Boundaries: Differences in the quality and services provided by school districts,
municipalities, or counties often influence consumer location choices.

Local Agency Service Boundaries: The geographic areas covered by local agencies, such as
housing authorities, senior citizen centers, community-based organizations, or churches can be a
strong indicator of market area boundaries, especially when the project has a community-based
SPONSOr Or CO-SPONSOT.
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o Non-Geographic Factors: Employees who might be expected to reside in a development as a
result of planned or existing job opportunities and special needs households who are served by a
multi-jurisdictional agency that covers communities that are clearly distinct market areas.

The determination of the market area is based on the boundaries between governmental units. In such a
method, county, division or town boundaries become the boundaries of the market area. The primary
market area for the subject consists of Mecklenburg County. The primary market area consists of
Mecklenburg County. The market area has the following boundaries: North — Lunenburg County; East —
Brunswick County; South — State of North Carolina; and West — Charlotte and Halifax Counties. This is
the area from which the subject would normally draw its applicants.
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The economy of Mecklenburg County is based on retail trade; transportation, communication and utilities;
and educational, health and social services sectors. Each of these categories has experienced
reasonable growth within the past few years.

Unemployment in the county reached a high of 11.3 percent in 2010 and was at its lowest in 2019 with
4.0 percent. The rate for Mecklenburg County in November 2020 was 5.0 percent. The number employed
has decreased 0.1 percent per year since 2005.

2005 13,193 12,376 93.8% 817 6.2%
2006 13,121 12,424 94.7% 697 5.3%
2007 13,192 12,525 94.9% 667 5.1%
2008 13,466 12,585 93.5% 881 6.5%
2009 14,067 12,533 89.1% 1,534 10.9%
2010 14,158 12,552 88.7% 1,606 11.3%
2011 14,059 12,599 89.6% 1,460 10.4%
2012 13,540 12,263 90.6% 1,277 9.4%
2013 12,780 11,588 90.7% 1,192 9.3%
2014 12,619 11,643 92.3% 976 7.7%
2015 12,512 11,746 93.9% 766 6.1%
2016 12,445 11,738 94.3% 707 5.7%
2017 12,731 12,110 95.1% 621 4.9%
2018 12,636 12,121 95.9% 515 4.1%
2019 12,613 12,105 96.0% 508 4.0%
2020™* 12,321 11,700 95.0% 621 5.0%

* Data based on place of residence.
**Preliminary - based on monthly data through November 2020
Source: U.S. Bureau of Labor Statistics

The State of Virginia reached a high of 7.2 percent in 2010 and was at its lowest point in 2019 with 2.8
percent. The rate for the State of Virginia in November 2020 was 4.6 percent. The number employed has
increased 0.7 percent per year since 2005.

2005 3,897,060 3,757,606 96.4% 139,454 3.6%
2006 3,978,654 3,855,644 96.9% 123,010 3.1%
2007 4,036,854 3,914,094 97.0% 122,760 3.0%
2008 4,133,464 3,970,441 96.1% 163,023 3.9%
2009 4,118,183 3,842,524 93.3% 275,659 6.7%
2010 4,157,667 3,860,390 92.8% 297,277 7.2%
2011 4,211,815 3,934,333 93.4% 277,482 6.6%
2012 4,223,850 3,967,988 93.9% 255,862 6.1%
2013 4,237,294 3,995,194 94.3% 242,100 5.7%
2014 4,244,126 4,022,169 94.8% 221,957 5.2%
2015 4,216,990 4,029,055 95.5% 187,935 4.5%
2016 4,242,674 4,069,450 95.9% 173,224 4.1%
2017 4,309,588 4,150,132 96.3% 159,456 3.7%
2018 4,331,380 4,202,801 97.0% 128,579 3.0%
2019 4,412,246 4,289,132 97.2% 123,114 2.8%
2020™* 4,267,895 4,072,742 95.4% 195,153 4.6%

* Data based on place of residence.
**Preliminary - based on monthly data through November 2020
Source: U.S. Bureau of Labor Statistics
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According to the U.S. Bureau of Labor Statistics, unemployment trends for Mecklenburg County are
slightly higher than the unemployment trends for the State of Virginia.

2005-2010 176 35 1.4% 0.3%
2010-2015 (806) (161) -6.4% -1.3%
Source: U.S. Bureau of Labor Statistics

The changes in employment since 2005 by time period are listed in the above table. The data shows that
the number of persons employed in Mecklenburg County decreased an average of 0.5 percent per year
between 2005 and 2015.

2010 12,552 19 11.3%
2011 12,599 47 10.4%
2012 12,263 (336) 9.4%
2013 11,588 (675) 9.3%
2014 11,643 55 7.7%
2015 11,746 103 6.1%
2016 11,738 B) 5.7%
2017 12,110 372 4.9%
2018 12,121 11 41%
2019 12,105 (16) 4.0%

Source: U.S. Bureau of Labor Statistics

The previous tables show the changes in employment and percent unemployed since 2010. The
unemployment rate for Mecklenburg County has fluctuated from 4.0 percent to 11.3 percent. The
fluctuations for South Hill are slightly higher than the unemployment trends for State of Virginia.

Major employers for the county are shown in the following table:

Community Memorial Health Center Health Care 600-999
Jones Apparel Group Distribution Center 300-599
American Building Co. Steel Buildings 100-299
International Veneer Co, Inc Hardwood Veneer 100-299
Lawson Mardon Wheaton Inc. Glass Vials 100-299
Virginia Homes Manufacturing Modular Home 100-299
Virginia Quilting, Inc. Home Furnishings 100-299
EDS - Clarksville Data Center Data Storage 100-299
The DRS Group Document Conwersion 100-299
Brodnax Mills, Inc. Yarn Spinning Mill 50-99

Mecklenburg Electric Cooperative Electrical Senices 50-99

Parker Oil Company, Inc. Wholesale - Oil 50-99

Source: VEDP
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MECKLENBURG COUNTY SOUTH HILL
INDUSTRY TOTAL % TOTAL %
Agriculture, Forestry, Fisheries & Mining 224 1.8% 37 1.9%
Construction 914 7.5% 112 5.8%
Manufacturing 1,131 9.2% 149 7.7%
Wholesale Trade 485 4.0% 86 4.4%
Retail Trade 1,554 12.7% 366 18.9%
Transportation, Communication & Utilities 1,297 10.6% 139 7.2%
Information 211 1.7% 8 0.4%
Finance, Insurance & Real Estate 426 3.5% 36 1.9%
Professional & Related Senices 443 3.6% 70 3.6%
Educational, Health & Social Senices 2,851 23.3% 457 23.5%
Entertainment & Recreation Senrvices 1,191 9.7% 241 12.4%
Other 618 5.0% 134 6.9%
Public Administration 911 7.4% 106 5.5%

Source: Nielsen Claritas and Ribbon Demographics

The above chart shows the number of people employed in different sectors of Mecklenburg County and
South Hill economy in 2021. According to interviews conducted by the analyst, employers in the area
indicate that the area economy should remain stable in the next two to five years.

An ongoing worldwide pandemic called COVID-19 is wreaking havoc on the economy of much of the
United States. The first case of COVID-19 was diagnosed in the United States on January 21, 2020, in
the State of Washington. Since that date, COVID-19 spread rapidly throughout the U.S. The CDC warned
that widespread transmission of the disease could force a large number of people to seek hospitalization,
overloading the healthcare system. Therefore, on March 19, 2020, the government advised against
gatherings of more than 10 people. Additionally, state and local authorities have made the decision to
prohibit large-scale gatherings.

Also, many cities and most states have imposed lockdown measures of different scope and severity in
order to attempt to contain the number of people infected. These lockdown measures have placed limits
on where people can travel, work and shop away from their homes. These measures have had a
significant impact on the economic conditions in cities and counties throughout the country. In March
2020, the U.S. Congress passed a $2 trillion COVID-19 aid package in an attempt to ease the economic
impact of the coronavirus pandemic. The bill includes funds for large corporations, loans for small
businesses, assistance to state and local governments and direct payments to qualified individual
citizens. The amount of the payment per citizen depends on various factors such as annual income and
number of children. The aid package also includes a supplemental package to combat the outbreak itself,
with funds for hospitals, FEMA'’s disaster relief fund and vaccines, therapeutics and other medical needs.
While the federal and state governments have attempted to mitigate the economic impact by lowering
interest rates, providing financial relief and paid sick leave for workers quarantined, providing small
business loans to businesses affected by the pandemic, deferring tax payments without penalty and
temporarily suspending all government foreclosures and evictions, the result of the pandemic is likely to
be a recession and potentially a depression if conditions do not improve quickly.

According to the April 2020 PwC Investor Sentiment Update, between 60 and 70 percent of surveyed
investors active in the apartment sector believe the U.S. economy is already in a recession. More than 80
percent of those same investors believe apartment fundamentals are already seeing a negative impact
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due to COVID-19. The remaining investors believe negative impact will be seen within three months.
Overall, the majority of the surveyed investors believe apartment occupancy will see moderate negative
impact due to the pandemic.

As unemployment rises and move-ins likely taper off, what will be the impact on apartment
occupancy in the near term?

no impact; occupancy is strong

little negative impact

significant negative impact

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0%

Source: Survey conducted by PwC March 27, 2020 through April 2, 2020; percentages reflect investor participants’ sentiment

Due to the increased number of active COVID-19 cases in Mecklenburg County, on January 10, 2021,
Governor Northam released new restriction to help prevent further spread. These restrictions include a
modified stay at home order in which all individuals in Virginia must stay home between the hours of
midnight and 5 a.m. Exceptions include getting food and other goods, receiving medical care or heading
to or from work. In addition, a new universal mask mandate was ordered, which requires all residents five-
years old and older to wear masks inside and when social distancing in not possible. A reduction in social
gatherings from 25 individuals to 10 individuals has been put into place, and there are continued limits on
dining in restaurants.

According to the Virginia State Department of Health, as of January 11, 2021, the State of Virginia has
had 403,386 confirmed cases of COVID-19 around the state, 1,457 of which were in Mecklenburg
County. Therefore, Mecklenburg County contains approximately 0.3 percent of all positive cases. In
addition, of the total 1,457 confirmed cases in Mecklenburg County, approximately 2.7 percent, or 40
cases, have resulted in death.

According to the Virginia Employment Commission, there have not been any Worker Adjustment and
Retraining Notifications (W.A.R.N.) issued for Mecklenburg County since January 2018.

According to the Mecklenburg County Economic Development Department, there have been several
small new businesses open throughout the county in the last two years. In addition, in 2019, the Microsoft
Data center located in Boydton announced it will be expanding once again. This will be the sixth
expansion for the company since 2010. The company currenlty employs 300 residents in the county, and
expect to hire another 50 to 60 employees with the upcoming expansion.

Based on the data shown above, the region appears to be stable with some growth based on the
unemployment rates and lack of major employers laying off employees and/or closing due to
circumstances other than COVID-19. Therefore, it is believed that the market area will continue to grow
and remain stabilized.
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The average annual wage of employees in Mecklenburg County was $42,529 in 2019. Wages have been
increasing 1.6 percent per year. Wages in the construction; manufacturing; transportation and
warehousing; retail trade; leisure and hospitality; education and health services; information; and other
services sectors are within the proposed income limits for the subject’s units.

INDUSTRY 2018 2019 ANNUAL
Agriculture, Forestry, and Fisheries N/A* N/A* N/A*
Mining $41,748 $42,620 2.1%
Construction $35,920 $37,513 4.4%
Manufacturing $38,123 $38,268 0.4%
Transportation and Warehousing $34,010 $34,929 2.7%
Utilities $107,737 $107,896 N/A*
Wholesale Trade $64,281 $64,467 N/A*
Retail Trade $23,450 $24,317 3.7%
Leisure and Hospitality $13,934 $14,084 1.1%
Education and Health Senices $39,124 $40,648 3.9%
Professional and Business Senices $45,463 $47,736 5.0%
Financial Activities $43,923 $43,687 -0.5%
Information $38,581 $36,521 -5.3%
Other Senices $20,753 $21,515 3.7%
Public Administration (Local Government) $38,830 $41,203 6.1%

Source: U.S. Bureau of Labor Statistics
*Data was not available.

For residents employed in the primary market area in 2021, the travel time to work from the site is less
than 30 minutes. For the majority of those employed in other parts of the county, the travel time would be
within 45 minutes. According to the chart below, 34.0 percent have a travel time of less than 15 minutes;
31.4 percent have a travel time of 15 to 29 minutes; and 34.6 percent have a travel time of over 30
minutes. This relatively low travel time indicates that the subject site is in an area in close proximity to
employment centers.

Less than 15 3,912 34.0%
15-29 3,616 31.4%
30-44 2,242 19.5%
45-59 780 6.8%

60+ 962 8.4%
Total Commuters 11,512

Source: Nielsen Claritas, Ribbon Demographics

Households who have between one and five persons and annual incomes between $16,011 and $40,380
are potential tenants for the units without considering subsidies. When considering the subject’s Section 8
subsidies, households with one to five persons and annual income below $40,380 are potential tenants
for the rehabilitated units. Major employers shown on Page 52 are included in the manufacturing and
health and social services sectors. The available employment is well-suited to the targeted population of
the existing development.
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The housing market area for the apartments is an area in which people could locate their residences and
have fairly equal access to the same job market, community services and amenities and be in the socio-
economic community they choose.

In 2000, this geographic primary market area contained an estimated population of 32,380. By 2010,
population in this primary market area had increased by 1.1 percent to 32,727. In 2021, the population in
this market area decreased by 6.8 percent to 30,514. It is projected that between 2021 and 2026,

opulation in the market area will decrease 1.4 percent to 30,083.
I I
MECKLENBURG COUNTY 2000 32,380
2010 32,727 347 1.1% 35 0.1%
2021 30,514 (2,213) -6.8% (221) -0.7%
2026 30,083 (431) -1.4% (86) -0.3%
SOUTH HILL 2000 4,403
2010 4,650 247 5.6% 25 0.6%
2021 4,596 (54) -1.2% (5) -0.1%
2026 4,524 (72) -1.6% (14) -0.3%
Source: U.S. Census Bureau and Nielsen Claritas; Ribbon Demographics
AGE 2010 2021 CHANGE 2021 2026 CHANGE
0-4 1,578 1,497 -5.1% 1,497 1,479 -1.2%
5-9 1,731 1,510 -12.8% 1,510 1,470 -2.6%
10-14 1,882 1,618 -14.0% 1,618 1,486 -8.2%
15-17 1,185 1,044 -11.9% 1,044 996 -4.6%
18-20 1,051 947 -9.9% 947 954 0.7%
21-24 1,323 1,277 -3.5% 1,277 1,385 8.5%
25-34 3,407 3,015 -11.5% 3,015 3,078 2.1%
35-44 3,824 2,906 -24.0% 2,906 2,822 -2.9%
45-54 5,033 3,533 -29.8% 3,533 2,970 -15.9%
55-64 4,929 4,971 0.9% 4,971 4,647 -6.5%
65-74 3,817 4,860 27.3% 4,860 5,401 11.1%
75-84 2,192 2,469 12.6% 2,469 2,483 0.6%
85+ 775 867 11.9% 867 912 5.2%
Total Population 32,727 30,514 -6.8% 30,514 30,083 -1.4%
Elderly % Population 35.8% 43.2% 15.4% 43.2% 44.7% 1.5%
AGE 2010 2021 CHANGE 2021 2026 CHANGE
0-4 291 290 -0.3% 290 280 -3.4%
5-9 325 288 -11.4% 288 281 -2.4%
10-14 320 308 -3.8% 308 282 -8.4%
15-17 187 197 5.3% 197 180 -8.6%
18-20 151 169 11.9% 169 175 3.6%
21-24 175 207 18.3% 207 244 17.9%
25-34 542 441 -18.6% 441 469 6.3%
35-44 538 504 -6.3% 504 455 9.7%
45-54 590 556 -5.8% 556 505 -9.2%
55-64 569 578 1.6% 578 569 -1.6%
65-74 454 534 17.6% 534 565 5.8%
75-84 353 362 2.5% 362 361 -0.3%
85+ 155 162 4.5% 162 158 -2.5%
Total Population 4,650 4,596 -1.2% 4,596 4,524 -1.6%
Elderly % Population 32.9% 35.6% 11.7% 35.6% 36.5% 0.9%

Source: U.S. Census Bureau and Nielsen Claritas; Ribbon Demographics
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The demand for additional housing in a market area is a function of population growth, household
formations and, also, a replacement of units lost through demolition and extreme obsolescence. Also,
within the overall demand are segments of the market asking for more or less expense (related to
income) and for ownership or rental.

Some of the demand has been, or will be, satisfied by units which have been built, or will be built, by the
time the project is renting. The difference between demand and supply, the residual, is the total market of
which the project’s market will be a share.

The “tenure” of existing housing will be examined first as a guide to the future proportion of ownership
and rentals; then characteristics of the housing stock will be noted.

The most important analysis is that of demand, supply and residual demand which follows. Its product is
the number of type rental units which will be demanded.

The percentage of renters in Mecklenburg County in 2021 was 28.1 percent and expected to decrease
slightly to 28.0 percent in 2026. For the Town of South Hill, the percentage for 2021 was 43.9 percent and
expected increase slightly to 44.0 percent in 2026.

MECKLENBURG COUNTY 2000 12,901 9,587 74.3% 3,314 25.7%
2010 13,495 9,660 71.6% 3,835 28.4%
2021 13,169 9,468 71.9% 3,701 28.1%
2026 13,062 9,404 72.0% 3,658 28.0%
SOUTH HILL 2000 1,803 1,050 58.2% 753 41.8%
2010 1,988 1,043 52.5% 945 47.5%
2021 1,963 1,101 56.1% 862 43.9%
2026 1,932 1,081 56.0% 851 44.0%
Source: U.S. Census Bureau and Nielsen Claritas; Ribbon Demographics
MECKLENBURG COUNTY 25-34 537 760 1,297
35-44 1,132 674 1,806
45-54 1,903 790 2,693
55-64 2,301 595 2,896
65-74 2,059 387 2,446
75+ 1,646 358 2,004
SOUTH HILL 25-34 61 215 276
35-44 159 162 321
45-54 158 184 342
55-64 224 137 361
65-74 187 91 278
75+ 250 82 332

Source: U.S. Census Bureau
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The breakdown of family households according to size and type in 2021 is shown in the first table below.
Renter household size for the market area is shown in the second table below.

OWNER-OCCUPIED

1 person 2,615 307
2 persons 4,062 423
3 persons 1,415 190
4 persons 861 118
5 persons 351 38
6 or more persons 164 25
RENTER-OCCUPIED

1 person 1,517 350
2 persons 943 199
3 persons 550 135
4 persons 386 102
5 persons 211 51

6 or more persons 94 25

Source: Nielsen Claritas; Ribbon Demographics

According to the U.S. Census Bureau, in 2021 there were 2.33 persons per household in Mecklenburg
County and 2.35 in South Hill. The subject’s units are most suitable for households with one and five
persons, who account for 97.5 percent of the primary market area family renter households.

1 person 1,517 41.0%
2 persons 943 25.5%
3 persons 550 14.9%
4 persons 386 10.4%
5 persons 211 5.7%

6 or more persons 94 2.5%

TOTAL 3,701 100.0%

Source: Nielsen Claritas; Ribbon Demographics
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The following table shows significant characteristics of the market area housing stock in 2010. In 2010
there were 9,385 single-family housing units, 617 multifamily housing units and 2,592 mobile homes in
the market area. Of the 2,592 mobile homes in the market area, 580 were rental mobile homes. The data
in the following table also shows that there were 114 rental units lacking complete plumbing and 79 rental
units that are overcrowded. There were 335 units built prior to 1939. According to the U.S. Census
Bureau, there were 283 rental units built since 2000.

TOTAL HOUSING UNITS 18,591 2,227
OCCUPANCY AND TENURE

Occupied Housing Units 13,495 1,988
Owner-Occupied 9,660 1,043
Percent Owner-Occupied 71.6% 52.5%
Renter-Occupied 3,835 945
VACANT HOUSING UNITS

For seasonal, recreational, etc. 3338 33
Persons per owner-occupied unit 2.27 2.22
Persons per renter-occupied unit 2.35 2.34
TENURE BY YEAR STRUCTURE BUILT

RENTER-OCCUPIED

2005 or later 48 0
2000-2004 235 136
1990-1999 465 127
1980-1989 718 175
1970-1979 469 124
1960-1969 358 58
1950-1959 269 36
1940-1949 234 60
1939 or earlier 335 14
PERSONS PER ROOM: RENTER

0.50 or less 2,073 384
0.51-1.00 979 297
1.01-1.50 65 49
1.51-2.00 0 0
2.01 or more 14 0
PLUMBING FACILITES -

PERSON/ROOM: RENTER-OCCUPIED

Lacking Complete Plumbing Facilities:

1.00 or less 114 0
1.01-1.50 0
1.51 or more 0 0

Source: U.S. Census Bureau
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HOUSING UNITS IN STRUCTURE OWNER-OCCUPIED RENTER-OCCUPIED
MECKLENBURG COUNTY NUMBER PERCENT NUMBER PERCENT
1, Detached 7,224 76.3% 1,956 62.5%
1, Attached 184 1.9% 21 0.7%
2 15 0.2% 60 1.9%
3to4 21 0.2% 109 3.5%
5t09 3 0.0% 283 9.0%
10 to 19 4 0.0% 86 2.7%
20 to 49 0 0.0% 30 1.0%
50 or more 0 0.0% 6 0.2%
Mobile Home, Trailer, Other 2,012 21.3% 580 18.5%
TOTAL 9,463 100.0% 3,131 100.0%
SOUTH HILL
1, Detached 741 83.7% 352 48.2%
1, Attached 61 6.9% 5 0.7%
2 12 1.4% 19 2.6%
3to4 21 2.4% 69 9.5%
5t09 0 0.0% 176 24.1%
10 to 19 0 0.0% 48 6.6%
20 to 49 0 0.0% 0 0.0%
50 or more 0 0.0% 0 0.0%
Mobile Home, Trailer, Other 50 5.6% 61 8.4%
TOTAL 885 100.0% 730 100.0%
Source: U.S. Census Bureau
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Income is a key characteristic in analyzing housing markets. The table on Page 65 shows household
incomes for the market area for all households. However, we are primarily concerned with incomes of
renters within the target income of below $33,650 annually for the units receiving subsidies. There is a
total of 2,036 renters, or 55.0 percent, within the target income range. For the units without subsidy, we
are primarily concerned with incomes of renters between $18,069 and $40,380 of income eligible
households. There is a total of 1,140 renters, or 30.8 percent, within the target income range. Target
incomes for the different unit types are derived by the analyst.

For the low end of the range, the maximum allowable LIHTC rent for an income limit (i.e. 50% AMI) for
each bedroom type is divided by 35 percent as required for family units. The resulting number is then
multiplied by 12 to derive an annual income ($527 / 35% = $1,505.71 x 12 = $18,069). This process is
based on the premise that a tenant should not pay more than 35 percent of his annual income on rent.
However, tenants in the units containing subsidies will never be required to pay more than 30 percent of
their income towards rent and utilities. Consequently, for the units receiving subsidies, no minimum
income is required.

For the high end of the range, the analyst consults the income limits set by the state housing authority.
For example, if the largest unit in an income limit (i.e. 50% AMI) is a two-bedroom unit, the analyst
multiplies this number by 1.5 (this is due to the LIHTC program being based on the premise that 1.5
persons per bedroom will occupy rental units) to find how many people could reside in that unit. The
analyst then consults the state income limits to set the high end of the range (2 bedroom x 1.5 = 3
people/unit; therefore, the 50% 3-person maximum income would be used).

All Unit Types (All) $527 $0 $40,380 62.9% 2,328
All Section 8 Unit Types (40%) $654 $0 $26,920 46.2% 1,710
All Section 8 Unit Types (50%) $654 $0 $33,650 55.0% 2,036
All LIHTC Unit Types (60%) $527 $18,069 $40,380 30.8% 1,140
1 BR (All) $527 $0 $29,880 57.4% 1,413
1 BR (Section 8 @ 40%) $654 $0 $19,920 44.0% 1,082
1 BR (Section 8 @ 50%) $654 $0 $24,900 6.6% 162
1 BR (60%) $527 $18,069 $29,880 18.6% 458
2 BR (All) $568 $0 $33,660 47.9% 715
2 BR (Section 8 @ 40%) $829 $0 $22,440 37.4% 45
2 BR (Section 8 @ 50%) $829 $0 $28,050 3.0% 621
2 BR (60%) $568 $19,474 $33,660 13.8% 202
3 BR (All) $610 $0 $40,380 50.4% 625
3 BR (Section 8 @ 40%) $1,026 $0 $26,920 31.8% 395
3 BR (Section 8 @ 50%) $1,026 $0 $33,650 8.5% 105
3 BR (60%) $610 $20,914 $40,380 28.3% 352
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All Unit Types (All) $467 $16,011 $40,380 35.3% 1,305
All Unit Types (40%) $467 $16,011 $26,920 18.6% 687
All Unit Types (50%) $583 $19,989 $33,650 18.8% 695
All Unit Types (60%) $527 $18,069 $40,380 30.8% 1,140
1BR (All $467 $16,011 $29,880 24.3% 598
1 BR (40%) $467 $16,011 $19,920 38.3% 942
1 BR (50%) $583 $19,989 $24,900 6.6% 162
1 BR (60%) $527 $18,069 $29,880 18.6% 458
2 BR (All) $561 $19,234 $33,660 14.4% 211
2 BR (40%) $561 $19,234 $22,440 3.8% 55
2 BR (50%) $701 $24,034 $28,050 3.0% 45
2 BR (60%) $568 $19,474 $33,660 13.8% 202
3 BR (All) $610 $20,914 $40,380 28.3% 352
3 BR (40%) $645 $22,114 $26,920 7.8% 97
3 BR (50%) $810 $27,771 $33,650 8.5% 105
3 BR (60%) $610 $20,914 $40,380 28.3% 352
Gill Group |




Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

Renter Households
All Age Groups
Year 2021 Estimates

1-Person 2-Person 3-Person 4-Person 5+-Person

Household Household Household Household Household  Total
$0-10,000 361 45 121 5 10 542
$10,000-20,000 396 285 81 21 17 800
$20,000-30,000 246 84 27 141 34 532
$30,000-40,000 175 105 92 37 35 444
$40,000-50,000 77 78 33 59 14 261
$50,000-60,000 86 39 24 4 55 208
$60,000-75,000 27 101 49 3 29 209
$75,000-100,000 29 120 35 65 65 314
$100,000-125,000 40 17 36 4 3 100
$125,000-150,000 33 27 29 26 30 145
$150,000-200,000 24 22 3 5 5 59
$200,000+ 23 20 20 16 8 87
Total 1,517 943 550 386 305 3,701
Owner Households
All Age Groups
Year 2021 Estimates
1-Person 2-Person 3-Person 4-Person 5+-Person
Household Household Household Household Household  Total
$0-10,000 345 115 23 12 13 508
$10,000-20,000 540 212 87 24 7 940
$20,000-30,000 403 302 111 30 8 854
$30,000-40,000 232 589 103 35 74 1,033
$40,000-50,000 328 395 89 24 64 900
$50,000-60,000 105 402 135 162 60 864
$60,000-75,000 111 622 215 26 43 1,017
$75,000-100,000 247 608 215 157 14 1,241
$100,000-125,000 87 285 249 188 103 912
$125,000-150,000 63 213 120 53 22 471
$150,000-200,000 104 170 18 68 26 386
$200,000+ 50 149 50 82 11 342
Total 2,615 4,062 1,415 861 515 9,468
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INCOME MECKLENBURG COUNTY| SOUTH HILL
Less than $10,000

Less than 20% 4 0
20-24% 21 12
25-29% 24 11
30-34% 20 11
35%+ 374 120
Not Computed 242 14
$10,000 - $19,999

Less than 20% 0 0
20-24% 16 0
25-29% 14 0
30-34% 36 0
35%+ 444 115
Not Computed 140 10
$20,000 - $34,999

Less than 20% 67 23
20-24% 231 121
25-29% 116 13
30-34% 63 22
35%+ 124 7
Not Computed 193 0
$35,000 - $49,999

Less than 20% 231 48
20-24% 141 63
25-29% 56 25
30-34% 45 11
35%+ 0 0
Not Computed 103 0
$50,000 - $74,999

Less than 20% 204 49
20-24% 6 0
25-29% 23 0
30-34% 0 0
35%+ 0 0
Not Computed 40 0
$75,000 or more

Less than 20% 124 55
20-24% 0 0
25-29% 0 0
30-34% 0 0
35%+ 0 0
Not Computed 29 0
TOTAL 3,131 730

Source: U.S. Census Bureau
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The importance of analyzing the annual income of households is that this data indicates the economic welfare of the primary market area. As a
rule of thumb, households with similar incomes will also have similar assets.

2010 2021 2026

INCOME 2544 | 4564 | 65+ 2544 | 4564 | 65+ 2544 | 4564 | 65+
MECKLENBURG COUNTY

Less than $15,000 367 762 1,173 501 530 879 451 403 812
$15,000 - $24,999 398 780 780 306 473 816 284 384 825
$25,000 - $34,999 471 601 516 336 521 591 302 391 577
$35,000 - $49,999 657 905 629 282 647 932 276 554 990
$50,000 - $74,999 530 1,102 482 628 769 901 609 673 962
$75,000 - $99,999 266 490 219 317 646 592 314 568 652
$100,000 - $149,999 243 518 149 257 494 261 291 486 330
$150,000 - $199,999 57 45 16 207 516 338 278 574 492
$200,000+ 0 81 82 78 239 112 109 297 178
TOTAL 12,319 13,169 13,062

SOUTH HILL

Less than $15,000 131 34 143 107 64 121 98 48 103
$15,000 - $24,999 31 79 97 104 % 188 9 72 175
$25,000 - $34,999 139 64 25 53 95 63 49 92 76

$35,000 - $49,999 131 111 42 28 116 119 27 90 111

$50,000 - $74,999 49 140 65 160 65 77 163 69 88

$75,000 - $99,999 55 43 12 62 79 37 63 80 45

$100,000 - $149,999 55 35 39 34 75 11 36 79 14

$150,000 - $199,999 14 11 0 43 52 38 50 61 52

$200,000+ 0 0 14 6 39 33 6 50 45

TOTAL 1,559 1,963 1,932

Source: U.S. Census Bureau and Nielsen Claritas; Ribbon Demographics
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The potential tenants for the development include households who now live within the market area. It will
appeal to potential tenants who have adequate incomes to pay the proposed rents and find the
development more attractive in terms of price, unit features and project amenities than other available
rental units. It also will attract households that the market area gains between now and when the
development is ready for occupancy.

The LIHTC program is based on the premise that 1.5 persons per bedroom will occupy rental units. We
expect that five percent (5%) of one-person households will occupy efficiency units. Ninety-five percent
(95%) of one-person households and 25 percent of two-person households will occupy one-bedroom
units. We expect that 75 percent of two-person household and 50 percent of three-person households will
occupy two-bedroom units. We expect that 50 percent of three-person households, 90 percent of four-
person households and 90 percent of five-person households will occupy three-bedroom units. We expect
that 10 percent of four-person households, 10 percent of five-person households and 100 percent of six-
person households will occupy four-bedroom units.

The following table illustrates the ratio of units required by each household size. These occupancy
patterns suggest that efficiency units should account for 2.0 percent of the renter housing demand; one-
bedroom units should account for 45.3 percent; two-bedroom units should account for 26.5 percent;
three-bedroom units should account for 21.9 percent, and units with four or more bedrooms should
account for 4.2 percent of the renter housing demand in the market area.

HOUSEHOLD SIZE 0 BR 1BR 2 BR 3BR 4 BR TOTAL
1 Person 76 1,441 0 0 0 1,517
2 Persons 0 236 707 0 0 943

3 Persons 0 0 275 275 0 550

4 Persons 0 0 0 347 39 386

5 Persons 0 0 0 190 21 211

6 or More Persons 0 0 0 0 94 94
TOTAL 76 1,677 982 812 154 3,701
PERCENT 2.0% 45.3% 26.5% 21.9% 4.2% 100.0%

Landlords evaluate a potential tenant’'s income and credit to decide if applicant can pay the required
rents. Commercial underwriters and owners of conventional market rate developments generally require
that the monthly contract rent should not exceed one-third of a tenant’s income. This is increased to 35

percent for multifamily tenants in the LIHTC program.

Gill Group |

Page | 68



Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

The following tables use the tax credit income limits to determine the upper range of eligibility for each
LIHTC and Section 8 unit when considering subsidies and without considering subsidies.

All Unit Types (All) $527 $0 $40,380 62.9% 2,328
All Section 8 Unit Types (40%) $654 $0 $26,920 46.2% 1,710
All Section 8 Unit Types (50%) $654 $0 $33,650 55.0% 2,036
All LIHTC Unit Types (60%) $527 $18,069 $40,380 30.8% 1,140
1 BR (All) $527 $0 $29,880 57.4% 1,413
1 BR (Section 8 @ 40%) $654 $0 $19,920 44.0% 1,082
1 BR (Section 8 @ 50%) $654 $0 $24,900 6.6% 162
1 BR (60%) $527 $18,069 $29,880 18.6% 458
2 BR (All) $568 $0 $33,660 47.9% 715
2 BR (Section 8 @ 40%) $829 $0 $22,440 37.4% 45
2 BR (Section 8 @ 50%) $829 $0 $28,050 3.0% 621
2 BR (60%) $568 $19,474 $33,660 13.8% 202
3 BR (Al $610 $0 $40,380 50.4% 625
3 BR (Section 8 @ 40%) $1,026 $0 $26,920 31.8% 395
3 BR (Section 8 @ 50%) $1,026 $0 $33,650 8.5% 105
3 BR (60%) $610 $20,914 $40,380 28.3% 352
All Unit Types (All) $467 $16,011 $40,380 35.3% 1,305
All Unit Types (40%) $467 $16,011 $26,920 18.6% 687
All Unit Types (50%) $583 $19,989 $33,650 18.8% 695
All Unit Types (60%) $527 $18,069 $40,380 30.8% 1,140
1 BR (All) $467 $16,011 $29,880 24.3% 598
1 BR (40%) $467 $16,011 $19,920 38.3% 942
1 BR (50%) $583 $19,989 $24,900 6.6% 162
1 BR (60%) $527 $18,069 $29,880 18.6% 458
2 BR (All) $561 $19,234 $33,660 14.4% 211
2 BR (40%) $561 $19,234 $22,440 3.8% 55
2 BR (50%) $701 $24,034 $28,050 3.0% 45
2 BR (60%) $568 $19,474 $33,660 13.8% 202
3 BR (All) $610 $20,914 $40,380 28.3% 352
3 BR (40%) $645 $22,114 $26,920 7.8% 97
3 BR (50%) $810 $27,771 $33,650 8.5% 105
3 BR (60%) $610 $20,914 $40,380 28.3% 352
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There are no planned or under construction developments that will directly compete with the subject.
There were 10 vacant Section 8 or LIHTC units in the market area that will compete with the subject. The
subject is an existing Section 8 and market-rate multifamily development that currenlty contains 50
revenue units and one non-revenue unit. The complex is currenlty 96 percent occupied, with two vacant
units. As complete, all units will be revenue units. As complete, the property will retain its Section 8
subsidies, as well as be 100 percent LIHTC at 40, 50 and 60 percent of the area median income.
Therefore, the total affordable inventory would be 12 units. The chart below indicates a penetration rate of
0.5 percent for the market area, when considering the subject’s subsidies.

Income Eligible Renter Households 2,328
Existing Vacant LIHTC/Sec.8 Units 10
LIHTC Units Planned 0
Vacant Units in Subject 2
Total Inventory 12
Penetration Rate 0.5%

The subject is an existing Section 8 and market-rate multifamily development that currenlty contains 50
revenue units and one non-revenue unit. As complete, all units will be revenue units. As complete, the
property will retain its Section 8 subsidies, as well as be 100 percent LIHTC at 40, 50 and 60 percent of
the area median income. The development is currently 96 percent occupied, with two vacant. However,
when considering the property without its subsidies, it is unlikely all residents would remain income-
qualified. Therefore, the analysis was conducted as though entirely vacant. Therefore, the inventory is 60.
The chart below indicates a penetration rate of 4.6 percent for the market area, without considering the
subject’s subsidies.

Income Eligible Renter Households 1,305

Existing Vacant LIHTC Units 9

LIHTC Units Planned 0

Units in Subject 51

Total Inventory 60

Penetration Rate 4.6%
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Demand Analysis — Considering Subsidies

The following table contains the summary demand estimates for the proposed rehabilitated units when
considering the subject’s subsidies.
REQUIRED NET DEMAND - WITH SUBSIDY

All Section 8 Units | All Section 8 Units | All LIHTC Units Project
@ 60% Total
Income Restrictions: $18,069 - $40,380 $0 - $40,380
Demand from New Household Growth

New Rental oussholcs ----

PLUS

cuisting Households  RentOverburdened

PLUS

cuisting Households - Subsandra Housig

PLUS

Existing Qualifying Tenants Likely to
Remain After Renovation 16 25 47

EQUALS

Tota Demand e | | e | e |

MINUS

Supply (Includes Directly Comparable Vacant
Units Completed or in Pipleine in the PMA

ABSORPTION PERIOD N/A N/A N/A N/A
*See Page 72 for absorption period explanation.
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New Rental Households: The demand from new household growth is calculated by taking the new rental
households projected between 2021 and 2026 divided by five years as the subject is an existing property.
Since the market area’s households have been slightly decreasing, this resulted in no new household
growth. The demand from new household growth is O for all units.

Existing Households — Rent Overburdened: The total number of rent overburdened households is 901
for units at or below 60 percent. The appropriate household size percentage was applied this number to
derive the existing households — rent overburdened shown on the demand chart on the previous page.

Existing Households — Substandard Housing: The total number of substandard households in the
market area was 116. The appropriate household size percentage was applied and the resulting number
of substandard households as shown on the demand chart on the previous page.

Existing Qualifying Tenants Likely to Remain After Renovation: The property is currently a Section 8
and market-rate property. As complete, the property will remain a Section 8 property with subsidies for 24
units as well be a tax credit property at 40, 50 and 60 percent of the area median income. Since the
current market-rate rents are well below market, the tenants should remain income qualified and could
remain after renovations. As the subject currently contains two vacant units, a total of 49 units were
added as shown on the demand chart on the previous page.

Supply: There are 12 affordable vacant units in the comparable properties in the primary market area.
However, there are no planned or recently completed comparable properties in the primary market area.
Therefore, a total supply of 12 units were determined.

Total Net Demand: The market shows a net demand of 1,054 units for all rehabilitated units at or below
60 percent of the area median income when considering subsidies. When considering all units vacant, the
capture rate is 4.8 percent. However, the subject is an existing development that will contain a total 51
revenue units. The property is 96 percent occupied, with two vacant units. As complete, the property will
remain a Section 8 property with subsidies for 24 units as well be 100 percent tax credit property at 40, 50
and 60 percent of the area median income. When only considering the subject’'s vacant units, the overall
capture rate is 0.2 percent.

Absorption Period: Mecklenburg Manor is an existing Section 8 and LIHTC family complex that contains
51 units. As complete, the property will retain its subsidies for 24 units, as well as be 100 percent LIHTC
at 40, 50 and 60 percent of the area median income. The development is currently 96 percent occupied,
with two vacant. The rehabilitation will not permanently displace any current tenants. The property will
retain its subsidies once rehabilitation is complete; therefore, it is likely tenants in these units will continue
to reside at the property. Furthermore, since the current market-rate rents are well below market, the
tenants in the market units should remain income qualified and could remain after renovations. Therefore,
once rehabilitation is complete, the property will not need to absorb any additional units to maintain its
stabilized occupancy.
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Demand Analysis — Without Considering Subsidies

The following table contains the summary demand estimates for the proposed rehabilitated units without
considering subsidies.
REQUIRED NET DEMAND - WITHOUT SUBSIDY

All Units 1BR Units All Units Project
@ 40% @ 50% @ 60% Total
Income Restrictions: $16,011 - $26,920) | ($19,989 - $33,650) | ($18,069 - $40,380) | ($16,011 - $40,380
Demand from New Household Growth

New Rental oussholcs o |0 | o ] o, |

PLUS

cuisting Households  RentOverburdened

PLUS

cuisting Households - Subsandra Housig

PLUS

Existing Qualifying Tenants Likely to
Remain After Renovation

EQUALS

Tota Demand s | e | e | s

MINUS

Supply (Includes Directly Comparable Vacant
Units Completed or in Pipleine in the PMA 2 3

ABSORPTION PERIOD 1_Month 2-3 Months 3-4 Months 5-6 Months
*See Page 74 for absorption period explanation.
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New Rental Households: The demand from new household growth is calculated by taking the new rental
households projected between 2021 and 2026 divided by five years as the subject is an existing property.
Since the market area’s households have been slightly decreasing, this resulted in no new household
growth. The demand from new household growth is O for all units.

Existing Households — Rent Overburdened: The total number of rent overburdened households is 288
for units at or below 60 percent. The appropriate household size percentage was applied this number to
derive the existing households.

Existing Households — Substandard Housing: The total number of substandard households in the
market area was 65. The appropriate household size percentage was applied and the resulting number of
substandard households as shown on the demand chart on the previous page.

Existing Qualifying Tenants Likely to Remain After Renovation: The property is currently a Section 8
and market-rate property. As complete, the property will remain a Section 8 property with subsidies for 24
units as well be 100 percent tax credit property at 40, 50 and 60 percent of the area median income.
However, when considering the property without its subsidies, it is unlikely all residents would remain
income-qualified. Therefore, the analysis was conducted as though entirely vacant. Therefore, it was
assumed no existing tenants would be likely to remain after renovation.

Supply: There are nine LIHTC vacant units in the comparable properties in the primary market area.
However, there are no planned or recently completed comparable properties in the primary market area.
Therefore, a total supply of nine units were determined.

Total Net Demand: The market shows a net demand of 344 units for all rehabilitation units at or below 60
percent of the area median income without considering the subject’s subsidies. As complete, the property
will remain a Section 8 property with subsidies for 24 units as well be 100 percent tax credit property at
40, 50 and 60 percent of the area median income. However, when considering the property without its
subsidies, it is unlikely all residents would remain income-qualified. Therefore, the analysis was
conducted as though entirely vacant. Without considering the property’s subsidies and as though entirely
vacant, the capture rate is 14.7 percent.

Absorption Period: Mecklenburg Manor is an existing Section 8 and LIHTC family complex that contains
51 units. As complete, the property will retain its subsidies for 24 units, as well as be 100 percent LIHTC
at 40, 50 and 60 percent of the area median income. The development is currently 96 percent occupied,
with two vacant. Without the subsidies, the property’s current residents in these units are unlikely to
remain income-qualified. Therefore, the analysis was conducted as thought the subject were entirely
vacant. After researching the vacancy rates of the existing units in the area, it is firmly believed that the
proposed development will satisfy a portion of the continued demand for the units within the market. It is
estimated that a 95+ percent occupancy level can be achieved in five to six months. Our interviews with
apartment managers substantiate the absorption rate. It is believed that the subject will absorb eight to 10
units per month; therefore, reaching a stable occupancy level within five to six months.
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The following table contains the capture rates for the entire property as well as for the vacant units only at
the property when considering the subject’s subsidies.

All Section 8 Units | All Section 8 Units | All LIHTC Units Project
@ 40% @ 50% @ 60% Total
Income Restrictions: ($0 - $26,920) ($0 - $33,650) ($18,069 - $40,380) ($0 - $40,380)
All Units at Subject 0.7% 11.8% 2.6% 4.8%
Vacant Units at Subject 0.0% 0.7% 0.1% 0.2%

The below table indicates the project-wide capture and absorption rates for the proposed rehabilitated
units when considering subsidies.

Project
Total
Income Restrictions: ($0 - $40,380)
Project Wide Capture Rate - LIHTC Units 0.2%
project Wide Capture Rate - Market Units N/A
Project Wide Capture Rate - All Units 0.2%
Project Wide Absorption Rate N/A

The following table contains the capture rates for the entire property without considering the subject’s
subsidies.

All Units 1BR Units All Units Project

@ 40% @ 50% @ 60% Total
Income Restrictions: ($16,011 - $26,920) | ($19,989 - $33,650) | ($18,069 - $40,380) | ($16,011 - $40,380)
All Units at Subject 2.3% 12.9% 10.6% 14.8%

The below table indicates the project-wide capture and absorption rates for the proposed rehabilitated
units without considering subsidies.

Project
Total
Income Restrictions: ($16,011 - $40,380)
Project Wide Capture Rate - LIHTC Units 14.8%
Project Wide Capture Rate - Market Units N/A
Project Wide Capture Rate - All Units 14.8%
Project Wide Absorption Rate 5-6 Months
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The rental housing stock in the market area is comprised of single-family homes as well as market-rate
and restricted apartment complexes. The majority of the housing stock was built in the 1980s.

From 2005 through November 2020, permit-issuing jurisdictions in Mecklenburg County estimated 1,668
single-family and multifamily dwelling permits. Multifamily units were estimated at 0.5 percent of the
planned construction activity.

YEAR SINGLE-FAMILY | MULTIFAMILY TOTAL
2005 195 0 195
2006 197 0 197
2007 182 0 182
2008 146 0 146
2009 80 0 80
2010 100 0 100
2011 90 2 92
2012 69 0 69
2013 78 0 78
2014 60 0 60
2015 86 0 86
2016 67 0 67
2017 73 4 77
2018 66 2 68
2019 88 0 88
2020* 83 0 83
TOTAL 1,660 8 1,668

*Preliminary Numbers through November 2020
Source: SOCDS

According to Mecklenburg County and the Virginia Housing, there are no units under construction located
within the subject’s primary market area.

According to Mecklenburg County and the Virginia Housing, there are no units in the planning stages
located within the subject’s primary market area.

The market area’s rental housing stock is in varying condition. Overall the developments are well
maintained.
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Single-family homes comprise 63.1 percent of the

percent of the rental units.

rental units, while

multifamily units

comprise 18.3

TYPE NUMBER PERCENT
Single-Family 1,977 63.1%
Multifamily 574 18.3%
Mobile Homes & Other 580 18.5%
TOTAL 3,131 100.0%

Source: U.S. Census Bureau

Rental housing construction in the market area increased in the 1980s and then began declining again in
the 1990s. It significantly declined by the 2000s.

YEAR BUILT NUMBER PERCENT
2005 or later 48 1.5%
2000-2004 235 7.5%
1990-1999 465 14.9%
1980-1989 718 22.9%
1970-1979 469 15.0%
1960-1969 358 11.4%
1950-1959 269 8.6%
1940-1949 234 7.5%
1939 or earlier 335 10.7%
TOTAL 3,131 100.0%

Source: U.S. Census Bureau

The average size of the units in the surveyed developments is 620 square feet for one-bedroom units,
921 square feet for two-bedroom units, and 1,141 for the three-bedroom units. The subject’s unit sizes
are smaller than the average unit size; however, the property only has four units vacant, with a historical
occupancy rate ranging from 93 to 97 percent since 2016. Therefore, it is believed the smaller unit sizes
do not have a negative impact on the subject’'s marketability.

COMPARABLES
Unit Type Minimum (SF) | Maximum (SF) | Average (SF) Subject (SF) | Subject's Advantage
1BR 475 800 620 569 -8.3%
2BR 580 1,415 921 688 -25.3%
3BR 900 1,415 1,141 826 -27.6%

Source: Gill Group Field Survey
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According to the U.S. Census Bureau, the national vacancy rates in the third quarter 2020 were 6.4
percent for rental housing and 0.9 percent for homeowner housing. The rental vacancy rate of 6.4 percent
was 0.4 percentage points lower than the rate in the third quarter 2019 (6.8 percent) and 0.7 percentage
points higher than the rate in the second quarter 2020 (5.7 percent). The homeowner vacancy rate of 0.9
percent was 0.5 percentage points lower than the rate in the third quarter 2019 (1.4 percent) and virtually
unchanged from the rate in the second quarter 2020 (0.9 percent).

The third quarter 2020 rental vacancy rate in principal cities (7.0 percent) was 1.5 percentage points
higher than the rate in the suburbs (5.5 percent) and not statistically different from the rate outside
Metropolitan Statistical Areas (7.5 percent). The rental vacancy rate in the suburbs (5.5 percent) was 2.0
percentage points lower than the rate outside MSAs (7.5 percent). The rental vacancy rate in the suburbs
was lower than the third quarter 2019 rate while the rates inside principal cities and outside MSAs were
not statistically different from third quarter 2019.

The third quarter 2020 rental vacancy rate in the Northeast (5.6 percent) was lower than the rates in the
Midwest (6.9 percent) and South (7.6 percent), but it was not statistically different from the rate in the
West (5.1 percent). The rental vacancy rates in the Midwest and South were higher than the rate in the
West, and there was not a significant difference between the rates in the Midwest and South. The rental
vacancy rate in the South was lower than the third quarter 2019 rate, while the rental vacancy rates for
the Northeast, Midwest, and West were not statistically different from the third quarter 2019 rates.

QUARTER 3rd Quarter 3rd Quarter % of 2020 Rate % of

2020 2019 Difference
United States 6.4% 6.8% 0.2% 0.3%
Inside MSAs 6.3% 6.7% 0.3% 0.4%
Outside MSAs 7.5% 7.7% 0.9% 1.0%
In Principal Cities 7.0% 71% 0.4% 0.5%
Not In Principal Cities 5.5% 6.1% 0.4% 0.5%
NORTHEAST MIDWEST SOUTH WEST
5.6% 6.9% 7.6% 5.1%

Source: U.S. Census Bureau

Gill Group |
Page | 79



Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

The following table shows the vacancy rates for the affordable housing verified in the market area. The
vacancy rate for affordable housing units in the market area is 4.6 percent. However, the contact for River
Wynd Apartments stated the property had a higher than typical vacancy rate due to mismanagement of
the previous owners. Furthermore, as the new management takes over, the property is expected to
achieve a stabilized occupancy rate. Therefore, without considering this property, the overall affordable
vacancy rate is 3.7 percent.

# of
# of Vacant |Vacancy
Name of Property Units Units Rate

Mecklenburg Manor 51 2 4.0%
Planters Woods Apartments 46 1 2.0%
Fox Run Apartments 56 3 5.0%
Pinewood Forest Apartrments 48 4 8.0%
Cannery Row Apartments 9 0 0.0%
River Wynd Apartments 40 4 11.0%
Lakewood Apartments 52 0 0.0%
Totals 302 14 4.6%

The following table shows the vacancy rates for each property verified in the area. The current vacancy
rate in surveyed market-rate apartment complexes is 4.0 percent. However, the contact for Chatham
Terrace Apartments stated the property has been unable to lease units due to the current COVID-19
restrictions. Therefore, the property has a higher than typical vacancy rate. Without considering this
property, the overall market-rate apartment vacancy rate is 3.0 percent. In addition, the contact for
Briarcliff Apartments was unable to disclose the current occupancy rate. Therefore, this property was not
considered in the vacancy analysis.

# of
# of Vacant |Vacancy
Name of Property Units Units Rate

Castle Heights Apartments 16 0 0.0%
Medallion Manor Apartments 14 0 0.0%
Poplar Forest Apartments 138 6 4.0%
Blackstone Lofts 25 1 4.0%
The Greens at Sunchase 83 2 2.0%
Willow Oak Apartments 10 0 0.0%
200 Virginia Street 11 0 0.0%
Chatham Terrace Apartments 26 4 15.0%
Woodcleft Apartments 4 0 0.0%
Totals 327 13 4.0%

The typical lease is twelve months. At the time of the writing of this report, no property was offering rent
concessions that effect the rental rates.
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The comparables indicated a range of 12.0 percent to 33.0 percent, with an average of 19.7 percent.
Apartment managers in the market area reported that the turnover rates were stable throughout the year.
Therefore, the analyst selected the annual turnover rate of 19.7 percent.

Avg. Annual

Property Name Turnover Rate

Castle Heights Apartments 12.0%
Poplar Forest Apartments 19.8%
Planters Woods Apartments 33.0%
Fox Run Apartments 16.0%
Pinewood Forest Apartments 30.0%
River Wynd Apartments 15.0%
Lakewood Apartments 12.0%
Average Annual Turnover 19.7%

The existing development will not have an adverse impact on the market area. Its one-, two- and three-
bedroom units are suitable in the market. Additionally, the majority of the facilities in the market area have
stabilized occupancy rates, and the affordable housing development maintain waiting list from which the
subject can draw residents. Therefore, it is believed the existing development does not have an adverse
impact on the market area.
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The following table summarizes the existing affordable housing complexes within the primary market area and the immediate vicinity. River Wynd
Apartments is the only comparable that will not directly compete with the subject’s units due to percent AMI. Additional information for all restricted

properties can be found on Page 80.

Mecklenburg Manor Type Existing/ | Population | Number of Unit Size/Rent/ Number Amenities
Planned Served Units of Vacant
Each Type
Planters Woods Apartments | RD/ Existing Family 1/1-10 552 SF - $647 - 0 Refrigerator, Range/Oven, Dishwasher, Vinyl, Blinds, Coat
601 East Ferrell Street LIHTC 2/1-36 738 SF - $704 - 1 Closet, Patio, Meeting Room, Playground, Computer Room,
South Hill, Virginia Laundry Facility, On-Site Management
434-447-2386
Fox Run Apartments RD Existing Family 1/1-20 475 SF - $435 - 1 Refrigerator, Range/Oven. Carpet, Vinyl, Blinds, Ceiling Fans,
601 Locust Street 2/1-36 580 SF - $473 - 2 Coat Closet, Playground, Laundry Facility, On-Site Management
South Hill, Virginia
434-447-4756
Pinewood Forest Apts LIHTC | Existing Family 2/1-16 829 SF - $475-$550 - 2 Refrigerator, Range/Oven, Garbage Disposal, Carpet, Vinyl,
881 Powell Drive 3/2-32 1,124 SF - $520-$600 - 2 Blinds, Coat Closet, Balcony, Patio, Picnic Area, Playground,
South Hill, Virginia Laundry Facility, On-Site Management, On-Site Maintenance
434-447-6535
Cannery Row Apartments RD/ Existing Family 171-3 590 SF - $601 -0 Refrigerator, Range/Oven, Carpet, Vinyl, Blinds, Coat Closet,
141 West 2nd Street LIHTC 2/1-4 700 SF - $755-0 Laundry Facility, On-Site Management, Intercom/Electronic Entry
Chase City, Virginia 3/1-2 900 SF - $835-0
434-372-2965
River Wynd Apartments LIHTC | Existing Family 2/2 - 24 1,058 SF - $524 - 3 Refrigerator, Range/Oven, Dishwasher, Washer/Dryer Hook-Ups,
600 River Wynd Drive 3/2-16 1,290 SF - $630 - 1 Carpet, Vinyl, Blinds, Ceiling Fans (Select), Coat Closet, Balcony,
Clarksville, Virginia Patio, Picnic Area, Playground, Laundry Facility, On-Site
434-374-9320 Management, On-Site Maintenance
Lakewood Apartments RD/ Existing Family 1/1-20 600 SF - $452 -0 Refrigerator, Range/Oven, Dishwasher, Carpet, Vinyl, Blinds,
500 Meadow Court LIHTC 2/1-32 768 SF - $543 -0 Ceiling Fans, Coat Closet, Meeting Room, Picnic Area,
Clarksville, Virginia Playground, Laundry Facility, On-Site Management, On-Site
434-374-5000 Maintenance
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COMPARABLE APARTMENT RENTAL NO. 1

Property Type: RD/LIHTC/ Walk-Up
Property Name: Planters Woods Apartments
Address: 601 East Ferrell Street
South Hill, VA 23970
Verification Edith, 434-447-2386
December 17, 2020, By
Telephone
Distance From Subject 0.06 Miles
Year Opening/Significant Renovation 1986/2017
Amenities Refrigerator, Range/Oven, Dishwasher, Vinyl, Blinds, Coat Closet,

Patio, Meeting Room, Playground, Computer Room, Laundry Facility,
On-Site Management

Utilities (Type/Responsibility) Heat - Electric - Tenant
Air Conditioning - Electric - Tenant
Cooking - Electric - Tenant
Hot Water - Electric - Tenant
Cold Water - Landlord
Sewer - Landlord
Trash - Landlord

Unit Mix
Unit No. of No. Size Collected Utility Gross
Type Units Vacant SF Rent/Mo. Allowance Rent
171 10 0 552 $647 $94 $741
2/1.5 36 1 738 $704 $105 $809
Occupancy 98%
Total Units 46
No. of Buildings 7
Construction Type Brick/Siding
HVAC Central Elec/Central Elec
Stories 2
Waiting List 2-3 Applicants
Turnover Rate 33%
Absorption Rate N/A
Remarks

The property is designated for families at 40, 50 and 60 percent of the area median income. Of the 46 total units, 18 units receive
Rental Assistance. The annual turnover rate is approximately 33 percent. The property offers a utility allowance of $94 per month
for one-bedroom units, and $105 per month for two-bedroom units. The complex maintains a waiting list with 20 applicants for
one-bedroom units, and 13 for the two-bedroom units.
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COMPARABLE APARTMENT RENTAL NO. 2

Property Type: RD//Walk-Up
Property Name: Fox Run Apartments
Address: 601 Locust Street
South Hill, VA 23970
Verification Mary, 434-447-4756
January 28, 2020, By Telephone
Distance From Subject 2.37 Miles
Year Opening/Significant Renovation 1980
Amenities Refrigerator, Range/Oven. Carpet, Vinyl, Blinds, Ceiling Fans, Coat

Closet, Playground, Laundry Facility, On-Site Management

Utilities (Type/Responsibility) Heat - Gas - Tenant
Air Conditioning - Electric - Tenant
Cooking - Electric - Tenant
Hot Water - Gas - Tenant
Cold Water - Landlord
Sewer - Landlord
Trash - Landlord

Unit Mix
Unit No. of No. Size Collected Utility Gross
Type Units Vacant SF Rent/Mo. Allowance Rent
11 20 1 475 $435 $86 $521
2/1 36 2 580 $473 $101 $574
Occupancy 95%
Total Units 56
No. of Buildings 7
Construction Type Siding
HVAC Central Gas/Central Elec
Stories 2
Waiting List 12 Applicants
Turnover Rate 16%
Absorption Rate N/A
Remarks

Several attempts were made to contact the property; however, none were successful. As a result, the data confirmed on January
28, 2020 was utilized for the purpose of the analysis. The property maintains a waiting list of 12 applicants. The annual turnover
rate is approximately 16 percent. All of the revenue units contain Rental Assistance. The utility allowance for the units are as
follows: one bedroom - $86; two bedroom - $101.
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COMPARABLE APARTMENT RENTAL NO. 3

Property Type: LIHTC//Walk-Up
Property Name: Pinewood Forest Apartments
Address: 881 Powell Drive
South Hill, VA 23970
Verification Scott, 434-447-6535
January 28, 2020, By Telephone
Distance From Subject 0.19 Miles
Year Opening/Significant Renovation 1996
Amenities Refrigerator, Range/Oven, Garbage Disposal, Carpet, Vinyl, Blinds,

Coat Closet, Balcony, Patio, Picnic Area, Playground, Laundry Facility,
On-Site Management, On-Site Maintenance

Utilities (Type/Responsibility) Heat - Electric - Tenant
Air Conditioning - Electric - Tenant
Cooking - Electric - Tenant
Hot Water - Gas - Tenant
Cold Water - Landlord
Sewer - Landlord
Trash - Landlord

Unit Mix
Unit No. of No. Size Collected Utility Gross
Type Units Vacant SF Rent/Mo. Allowance Rent
2/1 16 2 829 $475-$550 Unknown Unknown
312 32 2 1,124 $520-$600 Unknown Unknown
Occupancy 92%
Total Units 48
No. of Buildings 6
Construction Type Siding
HVAC Central Elec/Central Elec
Stories 2
Waiting List 4-5 Applicants
Turnover Rate 30%
Absorption Rate N/A
Remarks

Several attempts were made to contact the property; however, none were successful. As a result, the data confirmed on January
28, 2020 was utilized for the purpose of the analysis. Two of the units are pre-leased, and the property has four or five applicants
on the waiting list. The rents are set at 50 and 60 percent of the area median income. The contact would not disclose the utility
allowance. The annual turnover rate is approximately 30 percent.
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COMPARABLE APARTMENT RENTAL NO. 4

Year Opening/Significant Renovation
Amenities

Utilities (Type/Responsibility)

Unit No. of No.
Type Units Vacant
11 3 0
2/1 4 0
3/1 2 0
Occupancy
Total Units

No. of Buildings
Construction Type
HVAC

Stories

Waiting List
Turnover Rate
Absorption Rate

Remarks

Property Type:

Property Name:
Address:

Verification

Distance From Subject

1915/1992

RD/LIHTC/Walk-Up

Cannery Row Apartments

141 West 2nd Street

Chase City, VA 23924

Krystal Dodd, 434-372-2965
January 28, 2020, By Telephone
23.22 Miles

Refrigerator, Range/Oven, Carpet, Vinyl, Blinds, Coat Closet, Laundry
Facility, On-Site Management, Intercom/Electronic Entry

Heat - Electric - Tenant

Air Conditioning - Electric - Tenant
Cooking - Electric - Tenant
Hot Water - Electric - Tenant

Cold Water - Landlord
Sewer - Landlord
Trash - Landlord

Unit Mix

Size Collected Utility Gross
SF Rent/Mo. Allowance Rent
590 $601 $91 $692
700 $755 $121 $876
900 $835 $131 $966

100%

224

9

Central Elec/Central Elec

2

N/A

Unknown

N/A

Several attempts were made to contact the property; however, none were successful. As a result, the data confirmed on
January 28, 2020 was utilized for the purpose of the analysis. The property does not currently maintain an active waiting list.
The property’s LIHTC units target families at 60 percent of the area median income, and all of the units receive Rental
Assistance. The annual turnover rate was not disclosed. The utility allowance for the units are as follows: one bedroom - $91;

two bedroom - $121; and three bedroom - $131.
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COMPARABLE APARTMENT RENTAL NO. 5

Year Opening/Significant Renovation
Amenities

Utilities (Type/Responsibility)

Unit No. of No.
Type Units Vacant
2/2 24 3
3/2 16 1
Occupancy
Total Units

No. of Buildings
Construction Type
HVAC

Stories

Waiting List
Turnover Rate
Absorption Rate

Remarks

Property Type: LIHTC/Walk-Up
Property Name: River Wynd Apartments
Address: 600 River Wynd Drive
Clarksville, VA 23927
Verification Kim, 434-374-9320
January 28, 2020, By Telephone
Distance From Subject 30.31 Miles
2002

Refrigerator, Range/Oven, Dishwasher,

Washer/Dryer Hook-Ups,

Carpet, Vinyl, Blinds, Ceiling Fans (Select), Coat Closet, Balcony,
Patio, Picnic Area, Playground, Laundry Facility, On-Site Management,

On-Site Maintenance

Heat - Electric - Tenant

Air Conditioning - Electric - Tenant
Cooking - Electric - Tenant

Hot Water - Electric - Tenant

Cold Water - Landlord

Sewer - Landlord

Trash - Landlord

Unit Mix

Size Collected Utility
SE Rent/Mo. Allowance

1,058 $524 $106

1,290 $630 $96

89%
40
6

Central Elec/Central Elec
2

Unknown

15%

N/A

Gross
Rent
$630
$726

Several attempts were made to contact the property; however, none were successful. As a result, the data confirmed on
January 28, 2020 was utilized for the purpose of the analysis. The property does maintain an active waiting list; however, the
contact could not verify the number of applicants. The rents are set at 50 percent of the area median income. The annual
turnover rate is approximately 15 percent. The utility allowance for the units are as follows: two bedroom - $106 and three

bedroom - $96.
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COMPARABLE APARTMENT RENTAL NO. 6

Year Opening/Significant Renovation
Amenities

Utilities (Type/Responsibility)

Unit No. of No.
Type Units Vacant
11 20 0
2/1 32 0
Occupancy
Total Units

No. of Buildings
Construction Type
HVAC

Stories

Waiting List
Turnover Rate
Absorption Rate

Remarks

Property Type: RD/LIHTC/Walk-Up

Property Name: Lakewood Apartments

Address: 500 Meadow Court
Clarksville, VA 23927

Verification Sheila, 434-374-5000
December 17, 2020, By
Telephone

Distance From Subject 30.66 Miles

1999/2018

Refrigerator, Range/Oven, Dishwasher, Carpet, Vinyl, Blinds, Ceiling
Fans, Coat Closet, Meeting Room, Picnic Area, Playground, Laundry
Facility, On-Site Management, On-Site Maintenance

Heat - Electric - Tenant

Air Conditioning - Electric - Tenant
Cooking - Electric - Tenant

Hot Water - Electric - Tenant

Cold Water - Landlord

Sewer - Landlord

Trash - Landlord

Unit Mix

Size Collected Utility
SE Rent/Mo. Allowance
600 $452 $61
768 $543 $71

100%
52
4

Central Elec/Central Elec
2

3 Applicants

12%

N/A

Gross
Rent
$513
$614

The property is designated for families at 50 and 60 percent of the area median income, and 35 units contain Rental
Assistance. The property maintains a waiting list of 33 applicants. The annual turnover rate is 29 percent. The utility allowance
for the units are as follows: One-Bedroom - $61 per month; and Two-Bedroom - $71 per month.
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*River Wynd Apartments is the only comparable that will not directly compete with the subject’s units due
to percent AMI.
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The market area also includes additional developments that were excluded from the analysis due to non-
competitiveness or inability to verify information. The developments located in the market area that were
excluded from the survey are noted as follows:

Briarcliff Apartments - South Hill, VA - Unconfirmed

Chase Run Apartments - Chase City, VA - Unconfirmed

Lakewood Apartments (23 Units) - South Hill, VA - Elderly

Chase Place Apartments - Chase City, VA - Elderly

Cross Creek Apartments - South Hill, VA - Elderly

Maple Manor Apartments - Chase City, VA - Elderly

Market-Rate Properties (Not Comparable in Restrictions or Tenant Base)
Pinebrook Apartments - South Hill, VA

Castle Heights Apartments - South Hill, VA

Medallion Manor Apartments - Farmville, VA

Poplar Forest Apartments - Farmville, VA

Churchill Apartments - Farmville, VA

The Greens at Sunchase - Farmville, VA
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The market analyst researched rental housing in the market area and identified several apartment
communities in and around the market area of the subject. The analyst identified the market-rate
communities in the area that would directly compete with the subject. These comparables were then
compared to the subject and adjusted for differences in amenities. These differences include, but are not
limited to, location, structure, condition, unit size, number of bedrooms, number of baths, unit amenities
(range/oven, refrigerator, microwave, dishwasher, etc.), project amenities (parking, storage, clubhouse,
meeting room, pool, recreation area, etc.) and utilities provided. The adjustments made were based on
the experience of the analyst, interviews with local officials, apartment managers and residents and
information received from third-party sources (rent-to-own facilities, utility providers and housing
authorities.) Additional adjustments were also determined using paired rental analysis. The paired rental
analysis ranges are determined by comparing comparables with different numbers of bedrooms and
factoring out any other differences (amenities, utilities provided, etc.) The resulting difference is assumed
to be attributable to the differing number of bedrooms. The results are grouped together in a range. The
adjustment is selected based on where the majority of the results fall within the range. If there is no
maijority, a conservative adjustment at the low end of the range is selected.

One-Bedroom Units (569 SF) — As Complete
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Rent Comparability Grid

Unit Type —>

OMB Approval # 2502-0507 (exp. 04/30/2021)
Subject's FHA #:

N/A
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Subject Comparable 1 Comparable 2 Comparable 3 Comparable 4 Comparable 5
Mecklenburg Manor Data Briarcliff Apartments Castle Heights Apartments || Medallion Manor Apartments Poplar Forest Apartments Blackstone Lofts
719 East Ferrell Street on 101-123 Brookside Lane 397-427 Raleigh Avenue 306 East 2nd Street 900 Poplar Forest Road 325 2nd Street
South Hill Mecklenburg Subject South Hill Mecklenburg South Hill Mecklenburg Farmville Prince Edward Farmville Prince Edward Blackstone Nottoway
A. | Rents Charged Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
1 [$ Last Rent/ Restricted? $690 $800 $525 $810 $800
2 |Date Last Leased (mo/yr) Dec-20 Dec-20 Dec-20 Dec-20 Dec-20
3 |Rent Concessions N N N N N
4 |Occupancy for Unit Type Unknown 100% 100% 96% 96%
5 |Effective Rent & Rent/ sq, ft $690 $0.73 $800 $0.78 $525 $0.88 $810 $1.02 $800 $1.39
In Parts B thru E, adjust only for differences the subject's market values.
B. [ Design, Location, Condition Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
6_[Structure / Stories WU2 WU/2 WU/2 WU/2 G/1, Wu/3 WU/2
7 |Yr. Built/Yr. Renovated 1974/2022 2004 2001 1965/2006 2000 1930/2011
8 [Condition /Street Appeal G ($100) G ($100) A $55 G ($100) A $55
9 [Neighborhood A A A A A
10 |Same Market? Miles to Subj Y/2.6 Yi2.2 N/52.7 N/49.5 N/52.8
C. | Unit Equipment/ Amenities Data $ Adj Data Adj Data $ Adj Data $ Adj Data $ Adj
11 [# Bedrooms 1 2 ($50) 2 (850) 1 1 1
12 |# Baths 1 2 ($20) 2 ($20) 1 1 1
13 |Unit Interior S, Ft. 569 950 ($85) 1,05 ($100) 600 ($5) 7% (850) 575
14 |Balcony/ Patio N N Y ($5) N Y ($5) N
15 |AC: Central/ Wall C C C C C C
16 |Range/ Refrigerator RF RF RF RF RF RF
17 [Microwave/ Dishwasher N MD ($15) D ($10) N D ($10) MD ($15)
18 |Washer/Dryer L HU ($5) HU ($5) L WD ($25) WD ($25)
19 |Floor Cowerings Vv C C wWC C W
20 [Window Cowerings B B B B B B
21 [Cable/ Satellite/Internet N N N N | ($10) N
22 [Special Features N N [ ($10) N N CT, SS,EB ($25)
23
D [Site Equipment/ Amenities Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
24 |Parking ($ Fee) L/0 L/0 L/0 L/0 L/0 L/0
25 |Extra Storage N N N N Y/0 ($5) N
26 [Security N N N N N Y ($15)
27 | Clubhouse/ Meeting Rooms N N N N C ($5) N
28 |Pool/ Recreation Areas R N $5 N $5 N $5 PER ($30) N $5
29 [Business Ctr / Nbhd Netwk N N N N N N
30 |Service Coordination N N N N N N
31 |Non-shelter Services N N N N N N
32 [Neighborhood Networks N N N N N N
E |Utilities Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
33 |Heat (in rent?/ type) YIG N/E $26 N/E $26 N/E $26 N/E $26 N/E $26
34 [Cooling (in rent?/ type) N/E N/E N/E N/E N/E N/E
35 |Cooking (in rent?/ type) Y/G N/E 4 N/E 4 N/E 4 N/E 4 N/E 4
36 |Hot Water (in rent?/ type) YIG N/E $13 N/E $13 N/E $13 N/E $13 N/E $13
37 |Other Electric N N N N N N
38 |Cold Water/ Sever Y N $39 N $39 Y N $39 Y
39 | Trash /Recycling Y N $12 N $12 Y Y Y
F. |Adjustments Recap Pos Neg Pos Neg Pos Neg Pos Neg Pos Neg
40 [# Adjustments B to D 1 6 1 8 2 1 0 9 2 4
41 [Sum Adjustments B to D $5 ($275) $5 ($300) $60 (%5) $0 ($240) $60 ($80)
42 [Sum Utility Adjustments $94 $0 $94 $0 $43 $0 $82 $0 $43 $0
Net Gross Net Gross Net Gross Net Gross Net Gross
43| Net/ Gross Adjmts B to E ($176) $374 ($201) $399 $98 $108 ($158) $322 $23 $183
G. |Adjusted & Market Rents Adj. Rent Adj. Rent Adj. Rent Adj. Rent Adj. Rent
44|  Adjusted Rent (5+43) $514 $599 _ $623 "$652 $823
45 Adj Rent/Last rent 2 75% 80%
46 |[Estimated Market Rent $655 $1.15 Estimated Market Rent/ Sq, Ft
Attached are explanations a. why & how each adjustment was made
of : b. how market rent was derived from adjusted rents
12/17/2020 c. how this analysis was used for a similar unit type
Appraiser's Signature Date
Grid was prepared O Manually Using HUD's Excel form form HUD-92273-S8 (04/2002)



Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

Mecklenburg Manor
Primary Unit Type — One-Bedroom Units (569 SF)

Please note: Minor adjustments in the $5 to $10 range are based on the appraiser’s evaluation of the
overall market as well as typical responses indicated by existing tenants. In addition, this is standard
industry practice when there is insufficient market data present to support adjustments. It is also
considered an acceptable practice by HUD as indicated in the Section 8 Renewal Guide Chapter 9-12 (C)
(3) which states: “For minor adjustments (generally in the $5 to $10 range), the appraiser may state
his/her subjective evaluation of why the observed differences would affect rent.”

A rent comparability grid was prepared for the primary unit type with 569 square feet. Comparable
apartments used include the following: Briarcliff Apartments (Comparable 1), Castle Heights Apartments
(Comparable 2), Medallion Manor Apartments (Comparable 3), Poplar Forest Apartments (Comparable 4)
and Blackstone Lofts (Comparable 5).

$ Last Rent/Restricted — All of the units are currently rented at the rates shown on the grid. Rents range
from $525 to $810 per month. No unit used in this analysis has any rent restrictions.

Date Last Leased — The grid shows the effective date of the leases most recently signed. Effective dates
are all December 2020. No adjustments were necessary.

Rent Concessions — The subject is not offering any concessions. None of the comparables are currently
offering concessions. No adjustments were needed.

Occupancy for Unit Type — The subject’'s current occupancy rate is 96 percent. The comparables’
occupancy rates range from 96 to 100 percent. No adjustments were needed.

Structure/Stories — The subject is located in two-story walk-up buildings. Comparable 4 is located in
one-story garden-style buildings or three-story walk-up buildings. All of the remaining comparables are
located in two-story walk-up buildings. No complex in the market area shows a rent difference based on
this particular item. No adjustment was needed.

Year Built/Year Renovated — The subject was built in 1974. Comparable 1 was constructed in 2004, and
Comparable 2 was built in 2001. Comparable 3 was built in 1965 and renovated in 2006. Comparable 4
was constructed in 2000. Comparable 5 was built in 1930 and renovated in 2011. As year built/year
renovated numbers play a large part in the condition of the subject, any adjustment needed for year
built/year renovated were incorporated into the condition/street appeal adjustment.

Condition/Street Appeal — The subject has brick and siding construction. The landscaping consists of
grass, trees and shrubs. The subject will be rehabilitated and will be in good condition. As complete,
Comparables 1, 2 and 4 will be superior to the subject, and Comparables 3 and 5 will be inferior to the
subject. Properties in Virginia were researched to see if renovations warranted an increase in rent. The
following table shows properties with their unrenovated rents and the increased post renovated rents:

Summit at Bon Air North Chesterfield, VA  |1974/2017 $986 $1,028 $42
Addison at Swift Creek [Midlothian, VA 1999/2015 $1,157 $1,249 $92
Imperial Tobacco Lofts  |Lynchburg, VA 1900/2015 $1,058 $1,088 $30

$1,067 $1,122 $55

The average unrenovated rent was $1,067, and the average renovated rent was $1,122; a difference of
$55. After considering all factors, the $55 difference was added to their respective “as is” condition/street
appeal adjustments. Therefore, Comparables 1, 2 and 4 were adjusted downward $100, and
Comparables 3 and 5 were adjusted upward $55.

Gill Group |
Page | 94



Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

Neighborhood — The subject’s neighborhood is rated average, with easy access to all services available
within the town limits. In order to determine if adjustments were needed for differences in location
between the subject and the comparables, eleven factors were compared. Those factors include livability,
amenities available, cost of living, crime factors, employment factors, housing factors, schools in the area,
walkscore, population counts, median rent levels and median income levels. Based on the analysis, all
comparables are located in the subject’s neighborhood or in neighborhoods that are similar to the
subject’s neighborhood. No adjustments were needed.

Same Market/Miles to Subject — Comparables 1 and 2 are located within the primary market area.
However, due to the lack of conventional apartments within the primary market area, it was necessary to
go outside the market area for the remaining comparables. Where possible, adjustments for
neighborhood are separated from market area, and adjustments are applied on each line item. However,
it is often difficult to distinguish between these two line items as quality and appearance of a
neighborhood and market area often factor in the same items. In this market area, it was difficult to
distinguish rent differences between neighborhood and market area. In order to avoid double-dipping, |
elected to adjust in the neighborhood line item my collective thoughts on neighborhood and market issues
rather than adjusting in the two separate lines. Separating the two would require making assumptions
about one or the other and would not change my rent adjustment for these factors. In order to avoid
making arbitrary assumptions, the differences in neighborhood and market area were adjusted on the
neighborhood line item. Therefore, no additional adjustments were given.

# of Bedrooms — The subject has one-bedroom units. Due to the lack of conventional one-bedroom units
in the area, one two-bedroom apartment was used to compare to the subject’s one-bedroom units. Each
comparable with a differing number of bedrooms than the subject was adjusted $50 per bedroom per
month. The majority of the difference in number of bedrooms is accounted for in the unit square footage
adjustment. However, an adjustment is made here to consider the added convenience of additional
bedrooms. The extra room(s) will enhance marketability of a unit even if the square footage remains the
same. The amount selected was chosen after a paired rental analysis was used to determine a range of -
$3 to $69, with an average of $40 per month for the one-bedroom vs. two-bedroom analysis. The two-
bedroom vs. three-bedroom analysis indicated a range of $30 to $149, with an average of $70 per month.
The paired rental analysis ranges are determined by comparing bedroom types within the same
comparable and factoring out any other differences (amenities, utilities provided, etc.) if necessary. The
resulting difference is assumed to be attributable to the differing number of bedrooms. The results are
grouped together in a range. The adjustment is selected based on where the majority of the results fall
within the range. If there is no majority, a conservative adjustment at the low end of the range is selected.
As there was no majority for this paired analysis, a $50 adjustment was determined for bedroom.

1 BR Rent $525 $425 $535
1 BR Size 600 650 680
2 BR Rent $625 $500 $595
2 BR Size 750 750 980
Size Adj Factor $0.21 $0.21 $0.21
Size Difference 150 100 300
Indicated Size Adj. $32 $21 $63
Adjusted 2 BR Rent $594 $479 $532
Indicated BR Adj. $69 $54 -$3
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2 BR Rent $690 $625 $1,050 $1,260
2 BR Size 950 750 890 1,415
3 BR Rent $850 $725 $1,110 $1,290
3 BR Size 1,000 900 1,000 1,415
Size Adj Factor $0.23 $0.23 $0.23 $0.23
Size Difference 50 150 110 0
Indicated Size Adj. $12 $35 $25 $0
Adjusted 3 BR Rent $839 $691 $1,085 $1,290
Indicated BR Adj. $149 $66 $35 $30

# of Baths — The subject contains one bath in the one-bedroom units. All of the comparables except
Comparables 1 and 2 are similar to the subject. Comparables 1 and 2 each contain two baths. The
maijority of the difference in number of baths is accounted for in the unit square footage adjustment.
However, an adjustment is made here to consider the added convenience of additional baths. The extra
room(s) will enhance marketability of a unit even if the square footage remains the same. There was
insufficient market data available for a paired analysis as the majority of properties in this market contain
a similar number of baths. Therefore, a $20 per full bath per month adjustment was selected.

Unit Interior Square Footage — The subject and the comparables vary in square footage. Typically, all
other variables being equal, a larger unit is more desirable than a smaller unit. However, the value of the
additional square footage is mitigated to some degree by the similarity in perceived unit function. There is
a diminishing return of value for additional square footage as each additional square foot does not
necessarily equal additional functionality. Additionally, the units at the subject are measured as part of the
scope of this assignment. However, the contacts at the comparables are often unwilling to allow interior
inspections of the units. Therefore, it is necessary to rely on published unit sizes or verbal confirmation of
unit sizes from the property contacts. As such, it is impossible to verify the accuracy of this data. In
addition, the subject unit sizes are paint-to-paint measurements, while the contacts often report the
“marketing” unit size which is sometimes the gross exterior square footage. Therefore, the unit sizes at
the comparables are not always a direct comparison to the unit sizes at the subject. For the purpose of
this report, a range of comparable rents per square foot was derived. To determine this adjustment, each
comparables’ dollar per square foot rental rate was determined for each bedroom type. From these
results, a median dollar per square foot rental rate is determined. The median dollar per square foot was
then multiplied by 25 percent for each comparable to derive an adjusted dollar per square foot rental rate.
The 25 percent was used to account for the diminished return of the larger unit sizes and the potential
differences in reported unit sizes of the comparables versus the subject. Next, the difference in square
footage between the subject and each comparable is determined. The difference is multiplied by the
determined adjusted dollar per square foot rate to arrive at the adjustment for each comparable. The
selected dollar per square foot for the units is $0.22. The result was rounded to the nearest $5. No
adjustments were made to comparables within 25 square feet of the subject because there is no
difference in perceived unit function with 25 square feet. The adjustments are reflected on the HUD-Form
92273-S8, which is attached.

Balcony/Patio — The subject does not contain either amenity. Comparables 1, 3 and 5 are similar to the
subject. Comparables 2 and 4 contain these features and were adjusted downward $5 per month.
Although there is little market data available concerning units with these features versus those without
these features, the added amenity is an enhancement to the unit. Therefore, the nominal adjustment was
deemed reasonabile.
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AC: Central/Wall — The subject contains central air conditioning as do all comparables. No adjustments
were needed.

Range/Refrigerator — The subject and all comparables contain both amenities. No adjustments were
needed.

Microwave/Dishwasher — The subject does not contain microwaves or dishwashers. Comparable 3 is
similar to the subject. Comparables 1, 2, 4 and 5 contain dishwashers in the units, and Comparables 1
and 5 each contain a microwave in the units. Microwaves are a relatively inexpensive item and are
unlikely to be a deciding factor when a tenant decides which unit to lease. However, because the included
amenity is considered an enhancement to the unit, it was considered appropriate to adjust a nominal $5
per month for microwaves. Dishwashers are more expensive and are more likely to factor into a tenant’s
decision on which unit to lease. Therefore, it was considered appropriate to adjust $10 per month for
dishwashers. The comparables with both features were adjusted a total $15 per month ($10 for
dishwashers + $5 for microwaves = $15).

Washer/Dryer — The subject and Comparable 3 each contain a laundry facility. Comparables 1 and 2
each contain washer/dryer hook-ups in the units, and Comparables 4 and 5 each contain a washer and
dryer in the units. Although there is little market data available concerning units with washer/dryer hook-
ups in the units versus those without, the added amenity is an enhancement to the unit. Therefore,
Comparables 1 and 2 were adjusted downward $5 per month. Units with a washer and dryer provided are
preferred over units without these features as these appliances are expensive purchases for a
prospective tenant. Although there is little market data available concerning units with these features
versus those without these features, the amenities are an enhancement to the unit. The 2020
NMHC/Kingsley Apartment Resident Preferences Report for Richmond, Virginia, the nearest metropolitan
area, was consulted. According to the 2020 NMHC/Kingsley Apartment Resident Preferences Report,
residents in the metropolitan area indicated they would expect a renter to pay $39.40 per month for
washers and dryers in the unit. After considering all factors, washers and dryers were valued at $30 per
month. Laundry facilities on-site are valued at $5 per month. Therefore, units with washers and dryers will
rent for $25 more per month than units in properties with laundry facilities ($30 for washer/dryer - $5 for
laundry facility = $25).

Floor Coverings — The subject contains vinyl floor coverings. Comparables 1, 2 and 4 have carpet floor
coverings, Comparable 3 has wood composite flooring, and Comparable 5 has wood floor coverings. The
market did not indicate a rent differential based on floor coverings. Therefore, no adjustments were
needed.

Window Coverings — The subject and all comparables contain window coverings. No adjustment was
needed.

Cable/Satellite/Internet — The subject does not provide more than access to cable, satellite or internet
services. Comparables 1, 2, 3 and 5 are similar. Comparable 4 provides common area Wi-Fi-. Common
area Wi-Fi is a convenience to the property. This feature is valuable to residents as it allows access to the
Internet without having to deplete data from personal accounts which are typically accompanied by data
caps and limits. There is no data for these features that could be extracted from the market area.
However, an adjustment was needed for the convenience of the on-site amenity. Therefore, an
adjustment of $10 was selected for Comparable 4.

Special Features — The subject does not contain special features. Comparables 1, 3 and 4 are similar to
the subject. Comparable 2 contains fireplaces in the units, and Comparable 5 contains ceramic tile,
stainless steel appliances and exposed brick. Fireplaces are enhancements to the units, and tenants
would expect to pay a premium fee if this amenity was included in the units. No complex in the market
area shows a rent differential based on this particular item; however, an adjustment was considered
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appropriate. Therefore, a $10 adjustment was selected for Comparable 2. The market did not indicate a
rent differential based on ceramic tile or exposed brick. Therefore, no adjustment was made for
Comparable 5’'s ceramic tile or exposed brick. However, special features such as stainless steel
appliances will typically command a higher rent in the market. Tenants are typically willing to pay a higher
premium for these features. Typically, when these features are included in the units, they are considered
luxury items, and units are assessed an up charge from the rent that would be charged if unit did not
contain these features. The 2020 NMHC/Kingsley Apartment Resident Preferences Report for Richmond,
Virginia, the nearest metropolitan area, was consulted. According to the 2020 NMHC/Kingsley Apartment
Resident Preferences Report, residents in the metropolitan area indicated they would expect a renter to
pay $30.80 per month for refrigerators with premium finishes. After considering all factors, a $25
adjustment was applied for stainless steel appliances.

Parking — The subject and all comparables contain parking lots with no additional fee. No adjustments
were needed.

Extra Storage — The subject does not contain extra storage. All of the comparables except Comparable 4
are similar to the subject. Comparable 4 contains this feature for no additional fee. Although there is little
market data available concerning units with these features versus those without these features, the added
amenity is an enhancement to the unit. Therefore, extra storage was given a nominal $5 adjustment per
month.

Security — The subject does not contain security features. None of the comparables except Comparable
5 contain security features. Comparable 5 contains intercom/electronic entry and video surveillance. No
complex in the market area shows a rent differential based on security features. However, security
features are an enhancement to an apartment complex, particularly security that limits access to the
building or grounds. All security features will provide added protection for residents at the properties.
Limited access gates limit access to the grounds, while intercom/electronic entry limits access to the
buildings. Therefore, properties with limited access gates and/or intercom/electronic entry are considered
superior to properties with video surveillance and/or security patrol which do not limit access.
Consequently, limited access gates and intercom/electronic entry are considered $5 superior to video
surveillance and security patrol. After considering all factors, Comparable 5 was adjusted downward $15
($10 for intercom/electronic entry + $5 for video surveillance = $15).

Clubhouse/Meeting Rooms/Dining Rooms — The subject does not contain any of these features. None
of the comparables except Comparable 4 contain these features. Comparable 4 contains a clubhouse. No
complex in the market area shows a rent differential based on these particular items; however, the added
amenities are an enhancement. Apartments with these features can command a higher rent in the market
area. Therefore, properties with these features were adjusted $5 per feature compared to properties
without any of these features.

Pool/Exercise Room/Recreation Areas — The subject contains a playground. None of the comparables
except Comparable 4 contain any of these features. Comparable 4 contains a swimming pool, exercise
room, picnic area, playground, basketball court and fishing pond. Although there is little market data
available concerning units with these features, the added amenities are an enhancement. Swimming
pools are typically considered a more desirable feature than other recreation features. Therefore, a $10
adjustment was determined for swimming pool, and a $5 adjustment per feature was determined for each
additional recreation area. Comparables 1, 2, 3 and 5 were adjusted upward $5 per month for the
subject’s playground. Comparable 4 was adjusted downward $30 per month ($10 for swimming pool + $5
for exercise room + $ for picnic area + $5 for playground + $5 for basketball court + $5 for fishing pond -
$5 for subject’s playground = $30).

Business Center — The subject does not contain this feature. None of the comparables contain this
feature. No adjustments were needed.
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Service Coordination — The subject does not contain this feature. None of the comparables contain this
feature. No adjustments were needed.

Non-Shelter Services — The subject does not contain these features. None of the comparables contain
these features. No adjustment was needed.

Neighborhood Network — The subject does not contain this feature. None of the comparables contain
this feature. No adjustment was needed.

Heat — The subject has this utility provided. None of the comparables have this utility provided. Therefore,
all comparables were adjusted upward $26 for electric based on the Allowances for Tenant-Furnished
Utilities and Other Services for Two Exposed Walls provided by Virginia Housing Development Authority.
The amount was substantiated through local utility providers.

Cooling — The subject does not have this utility provided. All of the comparables are similar to the
subject. No adjustment was needed.

Cooking — The subject has this utility provided. None of the comparables have this utility provided.
Therefore, all comparables were adjusted upward $4 for electric based on the Allowances for Tenant-
Furnished Utilities and Other Services for Two Exposed Walls provided by Virginia Housing Development
Authority. The amount was substantiated through local utility providers.

Hot Water — The subject has this utility provided. None of the comparables have this utility provided.
Therefore, all comparables were adjusted upward $13 for electric based on the Allowances for Tenant-
Furnished Utilities and Other Services for Two Exposed Walls provided by Virginia Housing Development
Authority. The amount was substantiated through local utility providers.

Other Electric — The subject does not have this utility provided. All of the comparables are similar to the
subject. No adjustment was needed.

Cold Water/Sewer — The subject provides cold water and sewer. Comparables 3 and 5 are similar.
Comparables 1, 2 and 4 do not provide these utilities. Therefore, the comparables without these utilities
provided were adjusted upward $39 based on the Allowances for Tenant-Furnished Utilities and Other
Services for Two Exposed Walls provided by Virginia Housing Development Authority. The amount was
substantiated through local utility providers.

Trash/Recycling — The subject provides this utility. All of the comparables except Comparables 1 and 2
are similar. Comparables 1 and 2 do not provide this utility. Therefore, the comparables without this utility
provided were adjusted upward $12 based on the Allowances for Tenant-Furnished Utilities and Other
Services for Two Exposed Walls provided by Virginia Housing Development Authority. The amount was
substantiated through local utility providers.

Conclusion of Market Rent

The adjusted rents range from $514 to $823 per month. Market rent was selected giving consideration to
Comparables 1 and 2 since they are located in South Hill; however, they are both superior to the subject
in condition/street appeal. Comparables 3 and 5 are relatively similar to the subject in condition/street
appeal and amenities. Comparable 4 was given the least consideration since it is superior in
condition/street appeal and amenities. The appraiser concluded the market rent for the units as follows:

o 569 SF One-Bedroom Units - $655, or $1.15 per square foot
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Two-Bedroom Units (688 SF) — As Complete

Rent Comparability Grid

Unit Type

—

]

OMB Approval # 2502-0507 (exp. 04/30/2021)

Subject's FHA #:

[ w ]

Subject Comparable 1 Comparable 2 Comparable 3 Comparable 4 Comparable 6
Mecklenburg Manor Data Briarcliff Apartments Castle Heights Apartments || Medallion Manor Apartments Poplar Forest Apartments The Greens at Sunchase
719 East Ferrell Street on 101-123 Brookside Lane 397-427 Raleigh Avenue 306 East 2nd Street 900 Poplar Forest Road 501 Sunchase Boulevard
South Hill Mecklenburg Subject South Hill Mecklenburg South Hill Mecklenburg Farmville Prince Edward Farmville Prince Edward Farmville Prince Edward
A. | Rents Charged Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
1 |$ Last Rent/ Restricted? $690 $800 $625 $1,050 $1,255
2 |Date Last Leased (mo/yr) Dec-20 Dec-20 Dec-20 Dec-20 Dec-20
3 |Rent Concessions N N N N N
4 [Occupancy for Unit Type Unknown 100% 100% 96% 98%
5 |Effective Rent & Rent/ s, ft I $690 $0.73 $800 $0.78 $625 $0.83 $1,050 $1.18 $1,255 $1.05
In Parts B thru E, adjust only for differences the subject's market values.
B. [ Design, Location, Condition Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
6_[Structure / Stories WU2 WU/2 WU/2 WU/2 G/1, Wu/3 WU/4
7 | Yr. Built/Yr. Renovated 1974/2022 2004 2001 1965/2006 2000 2003
8 |Condition /Street Appeal G ($100) G ($100) A $55 G ($100) G ($100)
9 [Neighborhood A A A A A
10 |Same Market? Miles to Subj Y/2.6 Yi2.2 N/52.7 N/49.5 N/52.8
C. [ Unit Equipment/ Amenities Data $ Adj Data Adj Data $ Adj Data $ Adj Data $ Ad
11 [# Bedrooms 2 2 2 2 2 2
12 |# Baths 1 2 ($20) 2 ($20) 1 2 ($20) 2 ($20)
13 |Unit Interior Sq. Ft. 688 950 ($55) 1,025 ($70) 750 ($15) 890 ($40) 1192 ($105)
14 [Balcony/ Patio N N Y ($5) N Y ($5) N
15 |AC: Central/ Wall C © C © © ©
16 |Range/ Refrigerator RF RF RF RF RF RF
17 [Microwawve/ Dishwasher N MD ($15) D ($10) N D ($10) MD ($15)
18 |Washer/Dryer L HU ($9) HU ($5) L WD ($25) WD ($25)
19 |Floor Cowrings \ c C WC c WC
20 [Window Cowerings B B B B B B
21 |Cable/ Satellite/Internet N N N N | ($10) N
22 |Special Features N N F ($10) N N CT, GC, SS,CM ($60)
23
D |Site Equipment/ Amenities Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
24 |Parking ($ Fee) L/0 L/0 L/0 L/0 L/0 L/0
25 |Extra Storage N N N N Y/0 ($5) YI0 (%5)
26 |Security N N N N N N
27 |Clubhouse/ Meeting Rooms N N N N C ($5) © ($5)
28 |Pool/ Recreation Areas R N $5 N $5 N $5 PER ($30) PER ($25)
29 |Business Ctr / Nbhd Netwk N N N N N BC ($5)
30 [Service Coordination N N N N N N
31 |Non-shelter Services N N N N N N
| 32 [Neighborhood Networks N N N N N N
E |Utilities Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
33 [Heat (in rent?/ type) YIG N/E $34 N/E $34 N/E $34 N/E $34 N/E $34
34 |Cooling (in rent?/ type) N/E N/E N/E N/E N/E N/E
35 [Cooking (in rent?/ type) YIG N/E $5 N/E $5 N/E $5 N/E $5 N/E $5
36 |Hot Water (in rent?/ type) YIG N/E $16 N/E $16 N/E $16 N/E $16 N/E $16
37 |Other Electric N N N N N N
38 |Cold Water/ Sever Y N $46 N $46 Y N $46 N $46
39 | Trash /Recycling Y N $12 N $12 Y Y Y
F. |Adjustments Recap Pos Neg Pos Neg Pos Neg Pos Neg Pos Neg
40 [# Adjustments B to D 1 5 1 7 2 1 0 10 0 10
41 [Sum Adjustments B to D $5 ($195) $5 ($220) $60 ($15) $0 ($250) $0 ($365)
42 [Sum Utility Adjustments $113 $0 $113 $0 $55 $0 $101 $0 $101 $0
Net Gross Net Gross Net Gross Net Gross Net Gross
43| Net/ Gross Adjmts B to E ($77) $313 ($102) $338 $100 $130 ($149) $351 ($264) $466
G. |Adjusted & Market Rents Adj. Rent Adj. Rent Adj. Rent Adj. Rent Adj. Rent
44|  Adjusted Rent (5+43) $613 $698 $725 $901 $991
45 Adj Rent/Last rent
46 [Estimated Market Rent $112¢ Estimated Market Rent/ Sq. Ft

12/17/2020

Appraiser's Signature

Date

Attached are explanations

of :

Grid was prepared
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Mecklenburg Manor
Primary Unit Type — Two-Bedroom Units (688 SF)

Please note: Minor adjustments in the $5 to $10 range are based on the appraiser’s evaluation of the
overall market as well as typical responses indicated by existing tenants. In addition, this is standard
industry practice when there is insufficient market data present to support adjustments. It is also
considered an acceptable practice by HUD as indicated in the Section 8 Renewal Guide Chapter 9-12 (C)
(3) which states: “For minor adjustments (generally in the $5 to $10 range), the appraiser may state
his/her subjective evaluation of why the observed differences would affect rent.”

A rent comparability grid was prepared for the primary unit type with 688 square feet. Comparable
apartments used include the following: Briarcliff Apartments (Comparable 1), Castle Heights Apartments
(Comparable 2), Medallion Manor Apartments (Comparable 3), Poplar Forest Apartments (Comparable 4)
and The Greens at Sunchase (Comparable 6).

$ Last Rent/Restricted — All of the units are currently rented at the rates shown on the grid. Rents range
from $625 to $1,255 per month. No unit used in this analysis has any rent restrictions.

Date Last Leased — The grid shows the effective date of the leases most recently signed. Effective dates
are all December 2020. No adjustments were necessary.

Rent Concessions — The subject is not offering any concessions. None of the comparables are currently
offering concessions. No adjustments were needed.

Occupancy for Unit Type — The subject’'s current occupancy rate is 96 percent. The comparables’
occupancy rates range from 96 to 100 percent. No adjustments were needed.

Structure/Stories — The subject is located in two-story walk-up buildings. Comparable 4 is located in
one-story garden-style buildings or three-story walk-up buildings. Comparable 6 contains four-story walk-
up buildings. All of the remaining comparables are located in two-story walk-up buildings. No complex in
the market area shows a rent difference based on this particular item. No adjustment was needed.

Year Built/Year Renovated — The subject was built in 1974. Comparable 1 was constructed in 2004, and
Comparable 2 was built in 2001. Comparable 3 was built in 1965 and renovated in 2006. Comparable 4
was constructed in 2000, and Comparable 6 was built in 2003. As year built/year renovated numbers play
a large part in the condition of the subject, any adjustment needed for year built/year renovated were
incorporated into the condition/street appeal adjustment.

Condition/Street Appeal — The subject has brick and siding construction. The landscaping consists of
grass, trees and shrubs. The subject will be rehabilitated and will be in good condition. As complete,
Comparables 1, 2 and 4 will be superior to the subject, and Comparables 3 and 5 will be inferior to the
subject. Properties in Virginia were researched to see if renovations warranted an increase in rent. The
following table shows properties with their unrenovated rents and the increased post renovated rents:

Summit at Bon Air North Chesterfield, VA  |1974/2017 $986 $1,028 $42
Addison at Swift Creek [Midlothian, VA 1999/2015 $1,157 $1,249 $92
Imperial Tobacco Lofts  |Lynchburg, VA 1900/2015 $1,058 $1,088 $30

$1,067 $1,122 $55

The average unrenovated rent was $1,067, and the average renovated rent was $1,122; a difference of
$55. After considering all factors, the $55 difference was added to their respective “as is” condition/street
appeal adjustments. Therefore, Comparables 1, 2 and 4 were adjusted downward $100, and
Comparables 3 and 5 were adjusted upward $55.

Gill Group |
Page | 101



Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

Neighborhood — The subject’s neighborhood is rated average, with easy access to all services available
within the town limits. In order to determine if adjustments were needed for differences in location
between the subject and the comparables, eleven factors were compared. Those factors include livability,
amenities available, cost of living, crime factors, employment factors, housing factors, schools in the area,
walkscore, population counts, median rent levels and median income levels. Based on the analysis, all
comparables are located in the subject’s neighborhood or in neighborhoods that are similar to the
subject’s neighborhood. No adjustments were needed.

Same Market/Miles to Subject — Comparables 1 and 2 are located within the primary market area.
However, due to the lack of conventional apartments within the primary market area, it was necessary to
go outside the market area for the remaining comparables. Where possible, adjustments for
neighborhood are separated from market area, and adjustments are applied on each line item. However,
it is often difficult to distinguish between these two line items as quality and appearance of a
neighborhood and market area often factor in the same items. In this market area, it was difficult to
distinguish rent differences between neighborhood and market area. In order to avoid double-dipping, |
elected to adjust in the neighborhood line item my collective thoughts on neighborhood and market issues
rather than adjusting in the two separate lines. Separating the two would require making assumptions
about one or the other and would not change my rent adjustment for these factors. In order to avoid
making arbitrary assumptions, the differences in neighborhood and market area were adjusted on the
neighborhood line item. Therefore, no additional adjustments were given.

# of Bedrooms — The subject contains two-bedroom units. All comparables are similar. No adjustments
were needed.

# of Baths — The subject contains one bath in the two-bedroom units. Comparable 1 is similar to the
subject. Comparables 1, 2, 4 and 5 each contain two baths. The majority of the difference in number of
baths is accounted for in the unit square footage adjustment. However, an adjustment is made here to
consider the added convenience of additional baths. The extra room(s) will enhance marketability of a
unit even if the square footage remains the same. There was insufficient market data available for a
paired analysis as the majority of properties in this market contain a similar number of baths. Therefore, a
$20 per full bath per month adjustment was selected.

Unit Interior Square Footage — The subject and the comparables vary in square footage. Typically, all
other variables being equal, a larger unit is more desirable than a smaller unit. However, the value of the
additional square footage is mitigated to some degree by the similarity in perceived unit function. There is
a diminishing return of value for additional square footage as each additional square foot does not
necessarily equal additional functionality. Additionally, the units at the subject are measured as part of the
scope of this assignment. However, the contacts at the comparables are often unwilling to allow interior
inspections of the units. Therefore, it is necessary to rely on published unit sizes or verbal confirmation of
unit sizes from the property contacts. As such, it is impossible to verify the accuracy of this data. In
addition, the subject unit sizes are paint-to-paint measurements, while the contacts often report the
“marketing” unit size which is sometimes the gross exterior square footage. Therefore, the unit sizes at
the comparables are not always a direct comparison to the unit sizes at the subject. For the purpose of
this report, a range of comparable rents per square foot was derived. To determine this adjustment, each
comparables’ dollar per square foot rental rate was determined for each bedroom type. From these
results, a median dollar per square foot rental rate is determined. The median dollar per square foot was
then multiplied by 25 percent for each comparable to derive an adjusted dollar per square foot rental rate.
The 25 percent was used to account for the diminished return of the larger unit sizes and the potential
differences in reported unit sizes of the comparables versus the subject. Next, the difference in square
footage between the subject and each comparable is determined. The difference is multiplied by the
determined adjusted dollar per square foot rate to arrive at the adjustment for each comparable. The
selected dollar per square foot for the units is $0.21. The result was rounded to the nearest $5. No
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adjustments were made to comparables within 25 square feet of the subject because there is no
difference in perceived unit function with 25 square feet. The adjustments are reflected on the HUD-Form
92273-S8, which is attached.

Balcony/Patio — The subject does not contain either amenity. Comparables 1, 3 and 6 are similar to the
subject. Comparables 2 and 4 contain these features and were adjusted downward $5 per month.
Although there is little market data available concerning units with these features versus those without
these features, the added amenity is an enhancement to the unit. Therefore, the nominal adjustment was
deemed reasonable.

AC: Central/Wall — The subject contains central air conditioning as do all comparables. No adjustments
were needed.

Range/Refrigerator — The subject and all comparables contain both amenities. No adjustments were
needed.

Microwave/Dishwasher — The subject does not contain microwaves or dishwashers. Comparable 3 is
similar to the subject. Comparables 1, 2, 4 and 6 contain dishwashers in the units, and Comparables 1
and 6 each contain a microwave in the units. Microwaves are a relatively inexpensive item and are
unlikely to be a deciding factor when a tenant decides which unit to lease. However, because the included
amenity is considered an enhancement to the unit, it was considered appropriate to adjust a nominal $5
per month for microwaves. Dishwashers are more expensive and are more likely to factor into a tenant’s
decision on which unit to lease. Therefore, it was considered appropriate to adjust $10 per month for
dishwashers. The comparables with both features were adjusted a total $15 per month ($10 for
dishwashers + $5 for microwaves = $15).

Washer/Dryer — The subject and Comparable 3 each contain a laundry facility. Comparables 1 and 2
each contain washer/dryer hook-ups in the units, and Comparables 4 and 6 each contain a washer and
dryer in the units. Although there is little market data available concerning units with washer/dryer hook-
ups in the units versus those without, the added amenity is an enhancement to the unit. Therefore,
Comparables 1 and 2 were adjusted downward $5 per month. Units with a washer and dryer provided are
preferred over units without these features as these appliances are expensive purchases for a
prospective tenant. Although there is little market data available concerning units with these features
versus those without these features, the amenities are an enhancement to the unit. The 2020
NMHC/Kingsley Apartment Resident Preferences Report for Richmond, Virginia, the nearest metropolitan
area, was consulted. According to the 2020 NMHC/Kingsley Apartment Resident Preferences Report,
residents in the metropolitan area indicated they would expect a renter to pay $39.40 per month for
washers and dryers in the unit. After considering all factors, washers and dryers were valued at $30 per
month. Laundry facilities on-site are valued at $5 per month. Therefore, units with washers and dryers will
rent for $25 more per month than units in properties with laundry facilities ($30 for washer/dryer - $5 for
laundry facility = $25).

Floor Coverings — The subject contains vinyl floor coverings. Comparables 1, 2 and 4 have carpet floor
coverings, Comparable 3 has wood composite flooring, and Comparable 5 has wood floor coverings. The
market did not indicate a rent differential based on floor coverings. Therefore, no adjustments were
needed.

Window Coverings — The subject and all comparables contain window coverings. No adjustment was
needed.

Cable/Satellite/Internet — The subject does not provide more than access to cable, satellite or internet
services. Comparables 1, 2, 3 and 6 are similar. Comparable 4 provides common area Wi-Fi-. Common
area Wi-Fi is a convenience to the property. This feature is valuable to residents as it allows access to the
Internet without having to deplete data from personal accounts which are typically accompanied by data
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caps and limits. There is no data for these features that could be extracted from the market area.
However, an adjustment was needed for the convenience of the on-site amenity. Therefore, an
adjustment of $10 was selected for Comparable 4.

Special Features — The subject does not contain special features. Comparables 1, 3 and 4 are similar to
the subject. Comparable 2 contains fireplaces in the units, and Comparable 6 contains ceramic tile,
granite countertops, stainless steel appliances and crown molding. Fireplaces and crown molding are
enhancements to the units, and tenants would expect to pay a premium fee if these amenities were
included in the units. No complex in the market area shows a rent differential based on this particular
item; however, an adjustment was considered appropriate. Therefore, a $10 adjustment was selected for
Comparable 2 and 6. The market did not indicate a rent differential based on ceramic tile. Therefore, no
adjustment was made for Comparable 6’s ceramic tile. However, special features such as stainless steel
appliances and granite countertops will typically command a higher rent in the market. Tenants are
typically willing to pay a higher premium for these features. Typically, when these features are included in
the units, they are considered luxury items, and units are assessed an up charge from the rent that would
be charged if unit did not contain these features. The 2020 NMHC/Kingsley Apartment Resident
Preferences Report for Richmond, Virginia, the nearest metropolitan area, was consulted. According to
the 2020 NMHC/Kingsley Apartment Resident Preferences Report, residents in the metropolitan area
indicated they would expect a renter to pay $30.80 per month for refrigerators with premium finishes.
After considering all factors, a $25 adjustment was applied for stainless steel appliances, and a $25
adjustment was applied for the solid-surface countertops. Therefore, the comparable with both features
was adjusted a total of $50 per month.

Parking — The subject and all comparables contain parking lots with no additional fee. No adjustments
were needed.

Extra Storage — The subject does not contain extra storage. All of the comparables except Comparables
4 and 6 are similar to the subject. Comparables 4 and 6 contain this feature for no additional fee.
Although there is little market data available concerning units with these features versus those without
these features, the added amenity is an enhancement to the unit. Therefore, extra storage was given a
nominal $5 adjustment per month.

Security — The subject does not contain security features. None of the comparables contain security
features. No adjustments were needed.

Clubhouse/Meeting Rooms/Dining Rooms — The subject does not contain any of these features. None
of the comparables except Comparables 4 and 6 contain these features. Comparables 4 and 6 each
contain a clubhouse. No complex in the market area shows a rent differential based on these particular
items; however, the added amenities are an enhancement. Apartments with these features can command
a higher rent in the market area. Therefore, properties with these features were adjusted $5 per feature
compared to properties without any of these features.

Pool/Exercise Room/Recreation Areas — The subject contains a playground. None of the comparables
except Comparables 4 and 6 contain any of these features. Comparable 4 contains a swimming pool,
exercise room, picnic area, playground, basketball court and fishing pond. Comparable 6 contains a
swimming pool, spa/hot tub, exercise room, yoga studio and theater. Although there is little market data
available concerning units with these features, the added amenities are an enhancement. Swimming
pools are typically considered a more desirable feature than other recreation features. Therefore, a $10
adjustment was determined for swimming pool, and a $5 adjustment per feature was determined for each
additional recreation area. Comparables 1, 2, 3 and 5 were adjusted upward $5 per month for the
subject’s playground. Comparable 4 was adjusted downward $30 per month ($10 for swimming pool + $5
for exercise room + $5 for picnic area + $5 for playground + $5 for basketball court + $5 for fishing pond -
$5 for subject’s playground = $30). Comparable 6 was adjusted downward $25 per month ($10 for
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swimming pool + $5 for spa/hot tub + $5 for exercise room + $ for yoga studio + $5 for theater - $5 for
subject’s playground = $25).

Business Center — The subject does not have a business center. All of the comparables except
Comparable 6 are similar to the subject. Comparable 6 contains a business center. No complex in the
market area shows a rent differential based on these particular items; however, the added amenities are
an enhancement. Apartments with these features can command a higher rent in the market area.
Therefore, properties with these features were adjusted $5 per feature compared to properties without
any of these features. Comparable 6 was adjusted $5 per month.

Service Coordination — The subject does not contain this feature. None of the comparables contain this
feature. No adjustments were needed.

Non-Shelter Services — The subject does not contain these features. None of the comparables contain
these features. No adjustment was needed.

Neighborhood Network — The subject does not contain this feature. None of the comparables contain
this feature. No adjustment was needed.

Heat — The subject has this utility provided. None of the comparables have this utility provided. Therefore,
all comparables were adjusted upward $34 for electric based on the Allowances for Tenant-Furnished
Utilities and Other Services for Two Exposed Walls provided by Virginia Housing Development Authority.
The amount was substantiated through local utility providers.

Cooling — The subject does not have this utility provided. All of the comparables are similar to the
subject. No adjustment was needed.

Cooking — The subject has this utility provided. None of the comparables have this utility provided.
Therefore, all comparables were adjusted upward $5 for electric based on the Allowances for Tenant-
Furnished Utilities and Other Services for Two Exposed Walls provided by Virginia Housing Development
Authority. The amount was substantiated through local utility providers.

Hot Water — The subject has this utility provided. None of the comparables have this utility provided.
Therefore, all comparables were adjusted upward $16 for electric based on the Allowances for Tenant-
Furnished Utilities and Other Services for Two Exposed Walls provided by Virginia Housing Development
Authority. The amount was substantiated through local utility providers.

Other Electric — The subject does not have this utility provided. All of the comparables are similar to the
subject. No adjustment was needed.

Cold Water/Sewer — The subject provides cold water and sewer. Comparable 3 is similar. Comparables
1, 2, 4 and 6 do not provide these utilities. Therefore, the comparables without these utilities provided
were adjusted upward $46 based on the Allowances for Tenant-Furnished Utilities and Other Services for
Two Exposed Walls provided by Virginia Housing Development Authority. The amount was substantiated
through local utility providers.

Trash/Recycling — The subject provides this utility. All of the comparables except Comparables 1 and 2
are similar. Comparables 1 and 2 do not provide this utility. Therefore, the comparables without this utility
provided were adjusted upward $12 based on the Allowances for Tenant-Furnished Utilities and Other
Services for Two Exposed Walls provided by Virginia Housing Development Authority. The amount was
substantiated through local utility providers.
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Conclusion of Market Rent

The adjusted rents range from $613 to $991 per month. Market rent was selected giving consideration to
Comparables 1 and 2 since they are located in South Hill; however, they are both superior to the subject
in condition/street appeal. Comparable 3 is relatively similar to the subject in condition/street appeal and
amenities. Comparables 4 and 6 were given the least consideration since they are superior in
condition/street appeal and amenities. The appraiser concluded the market rent for the units as follows:

. 688 SF Two-Bedroom Units - $770, or $1.12 per square foot
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Three-Bedroom Units (826 SF) — As Complete

OMB Approval # 2502-0507 (exp. 04/30/2021)

Rent Comparability Grid UnitType —> Subject’s FHA #: NIA
Subject Comparable 1 Comparable 2 Comparable 3 Comparable 4 Comparable 6
Mecklenburg Manor Data Briarcliff Apartments Castle Heights Apartments || Medallion Manor Apartments Poplar Forest Apartments The Greens at Sunchase
719 East Ferrell Street on 101-123 Brookside Lane 397-427 Raleigh Avenue 306 East 2nd Street 900 Poplar Forest Road 501 Sunchase Boulevard
South Hill Mecklenburg Subject South Hill Mecklenburg South Hill Mecklenburg Farmville Prince Edward Farmville Prince Edward Farmville Prince Edward
A. | Rents Charged Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
1 [$ Last Rent/ Restricted? $850 $800 $725 $1,110 $1.272
2 |Date Last Leased (mo/yr) Dec-20 Dec-20 Dec-20 Dec-20 Dec-20
3 |Rent Concessions N N N N N
4 |Occupancy for Unit Type Unknown 100% 100% 96% 98%
5 |Effective Rent & Rent/ s ft $850 $0.85 $800 $0.78 $725 $0.81 $1,110 $1.11 $1,272 $0.92
In Parts B thru E, adjust only for differences the subject's market values.
B. [ Design, Location, Condition Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
6 [Structure / Stories WU2 WU/2 WUI2 WU/2 G/1, WU/3 Wu/4
7 | Yr. Built/Yr. Renovated 1974/2022 2004 2001 1965/2006 2000 2003
8 |Condition /Street Appeal G ($100) G ($100) A $55 G ($100) G ($100)
9 |Neighborhood A A A A A
10 [Same Market? Miles to Subj Y/2.6 YI2.2 N/52.7 N/49.5 N/51.8
C. [ Unit Equipment/ Amenities Data $ Adj Data Adj Data $ Adj Data $ Adj Data $ Adj
11 |# Bedrooms 3 8 2 $50 3 8 3
12 |# Baths 1 2 ($20) 2 ($20) 1 2 ($20) 2 ($20)
13 [Unit Interior Sq, Ft. 826 1,000 ($35) 1,05 ($40) 900 ($15) 1,000 ($35) 1,386 ($120)
14 |Balcony/ Patio N N Y ($5) N Y ($5) N
15 |AC: Central/ Wall C c c c c c
16 |Range/ Refrigerator RF RF RF RF RF RF
17 [Microwave/ Dishwasher N MD ($15) D ($10) N D ($10) MD ($15)
18 |Washer/Dryer L HU ($5) HU ($5) L WD ($25) WD ($25)
19 [Floor Cowerings \ © © WC © WC
20 |Window Cowerings B B B B B B
21 |Cable/ Satellite/Internet N N N N | ($10) N
22 [Special Features N N F ($10) N N CT, GC, SS,CM ($60)
23
D |Site Equipment/ Amenities Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
24 |Parking ($Fee) L/0 L/0 L/0 L/0 L/0 L/0
25 |Extra Storage N N N N Y/0 ($5) Y/0 ($5)
26 |Security N N N N N N
27 |Clubhouse/ Meeting Rooms N N N N Cc ($5) C ($5)
28 [Pool/ Recreation Areas R N $5 N $5 N $5 PER ($30) PER ($25)
29 |Business Ctr / Nbhd Netwk N N N N N BC ($5)
30 [Service Coordination N N N N N N
31 |Non-shelter Services N N N N N N
32 |Neighborhood Networks N N N N N N
E [Utilities Data $ Adj Data $ Adj Data $ Adj Data $ Adj Data $ Adj
33 | Heat (in rent?/ type) YIG N/E $42 N/E $42 N/E $42 N/E $42 N/E 42
34 |Cooling (in rent?/ type) N/E N/E N/E N/E N/E N/E
35 [Cooking (in rent?/ type) YIG N/E $7 N/E $7 N/E $7 N/E $7 N/E $7
36 |Hot Water (in rent?/ type) YIG N/E $20 N/E $20 N/E $20 N/E $20 N/E $20
37 |Other Hlectric N N N N N N
38 [Cold Water/ Sewer Y N $54 N $54 Y N $54 N $54
39 | Trash /Recycling Y N $12 N $12 Y Y Y
F. |Adjustments Recap Pos Neg Pos Neg Pos Neg Pos Neg Pos Neg
40 [# Adjustments B to D 1 5 2 7 2 1 0 10 0 10
41|Sum Adjustments B to D $5 ($175) $55 ($190) $60 ($15) $0 ($245) $0 ($380)
42 |Sum Utility Adjustments $135 $0 $135 $0 $69 $0 $123 $0 $123 $0
Net Gross Net Gross Net Gross Net Gross Net Gross
43|  Net/ Gross Adjmts B to E ($35) $315 $0 $380 $114 $144 ($122) $368 ($257) $503
G. |Adjusted & Market Rents Adj. Rent Adj. Rent Adj. Rent Adj. Rent Adj. Rent
44| Adjusted Rent (5+43) $815 $800 $839 $988 $1,015
45 Adj Rent/Last rent 53 R 96% : 100% % 116% 80%
46 |Estimated Market Rent $855 $1.04, Estimated Market Rent/ Sq. Ft
Attached are explanations a. why & how each adjustment was made
of: b. how market rent was derived from adjusted rents
12/17/2020 c. how this analysis was used for a similar unit type
Appraiser's Signature Date
Grid was prepared O Manually Using HUD's Excel form form HUIN.92272.S8 (04/2009)
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Mecklenburg Manor
Primary Unit Type — Three-Bedroom Units (826 SF)

Please note: Minor adjustments in the $5 to $10 range are based on the appraiser’s evaluation of the
overall market as well as typical responses indicated by existing tenants. In addition, this is standard
industry practice when there is insufficient market data present to support adjustments. It is also
considered an acceptable practice by HUD as indicated in the Section 8 Renewal Guide Chapter 9-12 (C)
(3) which states: “For minor adjustments (generally in the $5 to $10 range), the appraiser may state
his/her subjective evaluation of why the observed differences would affect rent.”

A rent comparability grid was prepared for the primary unit type with 826 square feet. Comparable
apartments used include the following: Briarcliff Apartments (Comparable 1), Castle Heights Apartments
(Comparable 2), Medallion Manor Apartments (Comparable 3), Poplar Forest Apartments (Comparable 4)
and The Greens at Sunchase (Comparable 6).

$ Last Rent/Restricted — All of the units are currently rented at the rates shown on the grid. Rents range
from $725 to $1,272 per month. No unit used in this analysis has any rent restrictions.

Date Last Leased — The grid shows the effective date of the leases most recently signed. Effective dates
are all December 2020. No adjustments were necessary.

Rent Concessions — The subject is not offering any concessions. None of the comparables are currently
offering concessions. No adjustments were needed.

Occupancy for Unit Type — The subject’'s current occupancy rate is 96 percent. The comparables’
occupancy rates range from 96 to 100 percent. No adjustments were needed.

Structure/Stories — The subject is located in two-story walk-up buildings. Comparable 4 is located in
one-story garden-style buildings or three-story walk-up buildings. Comparable 6 contains four-story walk-
up buildings. All of the remaining comparables are located in two-story walk-up buildings. No complex in
the market area shows a rent difference based on this particular item. No adjustment was needed.

Year Built/Year Renovated — The subject was built in 1974. Comparable 1 was constructed in 2004, and
Comparable 2 was built in 2001. Comparable 3 was built in 1965 and renovated in 2006. Comparable 4
was constructed in 2000, and Comparable 6 was built in 2003. As year built/year renovated numbers play
a large part in the condition of the subject, any adjustment needed for year built/year renovated were
incorporated into the condition/street appeal adjustment.

Condition/Street Appeal — The subject has brick and siding construction. The landscaping consists of
grass, trees and shrubs. The subject will be rehabilitated and will be in good condition. As complete,
Comparables 1, 2 and 4 will be superior to the subject, and Comparables 3 and 5 will be inferior to the
subject. Properties in Virginia were researched to see if renovations warranted an increase in rent. The
following table shows properties with their unrenovated rents and the increased post renovated rents:

Summit at Bon Air North Chesterfield, VA  [1974/2017 $986 $1,028 $42
Addison at Swift Creek [Midlothian, VA 1999/2015 $1,157 $1,249 $92
Imperial Tobacco Lofts  |Lynchburg, VA 1900/2015 $1,058 $1,088 $30

$1,067 $1,122 $55

The average unrenovated rent was $1,067, and the average renovated rent was $1,122; a difference of
$55. After considering all factors, the $55 difference was added to their respective “as is” condition/street
appeal adjustments. Therefore, Comparables 1, 2 and 4 were adjusted downward $100, and
Comparables 3 and 5 were adjusted upward $55.
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Neighborhood — The subject’s neighborhood is rated average, with easy access to all services available
within the town limits. In order to determine if adjustments were needed for differences in location
between the subject and the comparables, eleven factors were compared. Those factors include livability,
amenities available, cost of living, crime factors, employment factors, housing factors, schools in the area,
walkscore, population counts, median rent levels and median income levels. Based on the analysis, all
comparables are located in the subject's neighborhood or in neighborhoods that are similar to the
subject’s neighborhood. No adjustments were needed.

Same Market/Miles to Subject — Comparables 1 and 2 are located within the primary market area.
However, due to the lack of conventional apartments within the primary market area, it was necessary to
go outside the market area for the remaining comparables. Where possible, adjustments for
neighborhood are separated from market area, and adjustments are applied on each line item. However,
it is often difficult to distinguish between these two line items as quality and appearance of a
neighborhood and market area often factor in the same items. In this market area, it was difficult to
distinguish rent differences between neighborhood and market area. In order to avoid double-dipping, |
elected to adjust in the neighborhood line item my collective thoughts on neighborhood and market issues
rather than adjusting in the two separate lines. Separating the two would require making assumptions
about one or the other and would not change my rent adjustment for these factors. In order to avoid
making arbitrary assumptions, the differences in neighborhood and market area were adjusted on the
neighborhood line item. Therefore, no additional adjustments were given.

# of Bedrooms — The subject has three-bedroom units. Due to the lack of conventional three-bedroom
units in the area, one two-bedroom apartment was used to compare to the subject’s three-bedroom units.
Each comparable with a differing number of bedrooms than the subject was adjusted $50 per bedroom
per month. The majority of the difference in number of bedrooms is accounted for in the unit square
footage adjustment. However, an adjustment is made here to consider the added convenience of
additional bedrooms. The extra room(s) will enhance marketability of a unit even if the square footage
remains the same. The amount selected was chosen after a paired rental analysis was used to determine
a range of -$3 to $69, with an average of $40 per month for the one-bedroom vs. two-bedroom analysis.
The two-bedroom vs. three-bedroom analysis indicated a range of $30 to $149, with an average of $70
per month. The paired rental analysis ranges are determined by comparing bedroom types within the
same comparable and factoring out any other differences (amenities, utilities provided, etc.) if necessary.
The resulting difference is assumed to be attributable to the differing number of bedrooms. The results
are grouped together in a range. The adjustment is selected based on where the majority of the results
fall within the range. If there is no majority, a conservative adjustment at the low end of the range is
selected. As there was no majority for this paired analysis, a $50 adjustment was determined for
bedroom.

1 BR Rent $525 $425 $535
1 BR Size 600 650 680
2 BR Rent $625 $500 $595
2 BR Size 750 750 980
Size Adj Factor $0.21 $0.21 $0.21
Size Difference 150 100 300
Indicated Size Adj. $32 $21 $63
Adjusted 2 BR Rent $594 $479 $532
Indicated BR Adj. $69 $54 -$3

Gill Group |

Page | 109




Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

2 BR Rent $690 $625 $1,050 $1,260
2 BR Size 950 750 890 1,415
3 BR Rent $850 $725 $1,110 $1,290
3 BR Size 1,000 900 1,000 1,415
Size Adj Factor $0.23 $0.23 $0.23 $0.23
Size Difference 50 150 110 0
Indicated Size Adj. $12 $35 $25 $0
Adjusted 3 BR Rent $839 $691 $1,085 $1,290
Indicated BR Adj. $149 $66 $35 $30

# of Baths — The subject contains one bath in the two-bedroom units. Comparable 1 is similar to the
subject. Comparables 1, 2, 4 and 5 each contain two baths. The majority of the difference in number of
baths is accounted for in the unit square footage adjustment. However, an adjustment is made here to
consider the added convenience of additional baths. The extra room(s) will enhance marketability of a
unit even if the square footage remains the same. There was insufficient market data available for a
paired analysis as the majority of properties in this market contain a similar number of baths. Therefore, a
$20 per full bath per month adjustment was selected.

Unit Interior Square Footage — The subject and the comparables vary in square footage. Typically, all
other variables being equal, a larger unit is more desirable than a smaller unit. However, the value of the
additional square footage is mitigated to some degree by the similarity in perceived unit function. There is
a diminishing return of value for additional square footage as each additional square foot does not
necessarily equal additional functionality. Additionally, the units at the subject are measured as part of the
scope of this assignment. However, the contacts at the comparables are often unwilling to allow interior
inspections of the units. Therefore, it is necessary to rely on published unit sizes or verbal confirmation of
unit sizes from the property contacts. As such, it is impossible to verify the accuracy of this data. In
addition, the subject unit sizes are paint-to-paint measurements, while the contacts often report the
“marketing” unit size which is sometimes the gross exterior square footage. Therefore, the unit sizes at
the comparables are not always a direct comparison to the unit sizes at the subject. For the purpose of
this report, a range of comparable rents per square foot was derived. To determine this adjustment, each
comparables’ dollar per square foot rental rate was determined for each bedroom type. From these
results, a median dollar per square foot rental rate is determined. The median dollar per square foot was
then multiplied by 25 percent for each comparable to derive an adjusted dollar per square foot rental rate.
The 25 percent was used to account for the diminished return of the larger unit sizes and the potential
differences in reported unit sizes of the comparables versus the subject. Next, the difference in square
footage between the subject and each comparable is determined. The difference is multiplied by the
determined adjusted dollar per square foot rate to arrive at the adjustment for each comparable. The
selected dollar per square foot for the units is $0.21. The result was rounded to the nearest $5. No
adjustments were made to comparables within 25 square feet of the subject because there is no
difference in perceived unit function with 25 square feet. The adjustments are reflected on the HUD-Form
92273-S8, which is attached.

Balcony/Patio — The subject does not contain either amenity. Comparables 1, 3 and 6 are similar to the
subject. Comparables 2 and 4 contain these features and were adjusted downward $5 per month.
Although there is little market data available concerning units with these features versus those without
these features, the added amenity is an enhancement to the unit. Therefore, the nominal adjustment was
deemed reasonable.

AC: Central/Wall — The subject contains central air conditioning as do all comparables. No adjustments
were needed.
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Range/Refrigerator — The subject and all comparables contain both amenities. No adjustments were
needed.

Microwave/Dishwasher — The subject does not contain microwaves or dishwashers. Comparable 3 is
similar to the subject. Comparables 1, 2, 4 and 6 contain dishwashers in the units, and Comparables 1
and 6 each contain a microwave in the units. Microwaves are a relatively inexpensive item and are
unlikely to be a deciding factor when a tenant decides which unit to lease. However, because the included
amenity is considered an enhancement to the unit, it was considered appropriate to adjust a nominal $5
per month for microwaves. Dishwashers are more expensive and are more likely to factor into a tenant’s
decision on which unit to lease. Therefore, it was considered appropriate to adjust $10 per month for
dishwashers. The comparables with both features were adjusted a total $15 per month ($10 for
dishwashers + $5 for microwaves = $15).

Washer/Dryer — The subject and Comparable 3 each contain a laundry facility. Comparables 1 and 2
each contain washer/dryer hook-ups in the units, and Comparables 4 and 6 each contain a washer and
dryer in the units. Although there is little market data available concerning units with washer/dryer hook-
ups in the units versus those without, the added amenity is an enhancement to the unit. Therefore,
Comparables 1 and 2 were adjusted downward $5 per month. Units with a washer and dryer provided are
preferred over units without these features as these appliances are expensive purchases for a
prospective tenant. Although there is little market data available concerning units with these features
versus those without these features, the amenities are an enhancement to the unit. The 2020
NMHC/Kingsley Apartment Resident Preferences Report for Richmond, Virginia, the nearest metropolitan
area, was consulted. According to the 2020 NMHC/Kingsley Apartment Resident Preferences Report,
residents in the metropolitan area indicated they would expect a renter to pay $39.40 per month for
washers and dryers in the unit. After considering all factors, washers and dryers were valued at $30 per
month. Laundry facilities on-site are valued at $5 per month. Therefore, units with washers and dryers will
rent for $25 more per month than units in properties with laundry facilities ($30 for washer/dryer - $5 for
laundry facility = $25).

Floor Coverings — The subject contains vinyl floor coverings. Comparables 1, 2 and 4 have carpet floor
coverings, Comparable 3 has wood composite flooring, and Comparable 5 has wood floor coverings. The
market did not indicate a rent differential based on floor coverings. Therefore, no adjustments were
needed.

Window Coverings — The subject and all comparables contain window coverings. No adjustment was
needed.

Cable/Satellite/Internet — The subject does not provide more than access to cable, satellite or internet
services. Comparables 1, 2, 3 and 6 are similar. Comparable 4 provides common area Wi-Fi-. Common
area Wi-Fi is a convenience to the property. This feature is valuable to residents as it allows access to the
Internet without having to deplete data from personal accounts which are typically accompanied by data
caps and limits. There is no data for these features that could be extracted from the market area.
However, an adjustment was needed for the convenience of the on-site amenity. Therefore, an
adjustment of $10 was selected for Comparable 4.

Special Features — The subject does not contain special features. Comparables 1, 3 and 4 are similar to
the subject. Comparable 2 contains fireplaces in the units, and Comparable 6 contains ceramic tile,
granite countertops, stainless steel appliances and crown molding. Fireplaces and crown molding are
enhancements to the units, and tenants would expect to pay a premium fee if these amenities were
included in the units. No complex in the market area shows a rent differential based on this particular
item; however, an adjustment was considered appropriate. Therefore, a $10 adjustment was selected for
Comparable 2 and 6. The market did not indicate a rent differential based on ceramic tile. Therefore, no
adjustment was made for Comparable 6’s ceramic tile. However, special features such as stainless steel
appliances and granite countertops will typically command a higher rent in the market. Tenants are
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typically willing to pay a higher premium for these features. Typically, when these features are included in
the units, they are considered luxury items, and units are assessed an up charge from the rent that would
be charged if unit did not contain these features. The 2020 NMHC/Kingsley Apartment Resident
Preferences Report for Richmond, Virginia, the nearest metropolitan area, was consulted. According to
the 2020 NMHC/Kingsley Apartment Resident Preferences Report, residents in the metropolitan area
indicated they would expect a renter to pay $30.80 per month for refrigerators with premium finishes.
After considering all factors, a $25 adjustment was applied for stainless steel appliances, and a $25
adjustment was applied for the solid-surface countertops. Therefore, the comparable with both features
was adjusted a total of $50 per month.

Parking — The subject and all comparables contain parking lots with no additional fee. No adjustments
were needed.

Extra Storage — The subject does not contain extra storage. All of the comparables except Comparables
4 and 6 are similar to the subject. Comparables 4 and 6 contain this feature for no additional fee.
Although there is little market data available concerning units with these features versus those without
these features, the added amenity is an enhancement to the unit. Therefore, extra storage was given a
nominal $5 adjustment per month.

Security — The subject does not contain security features. None of the comparables contain security
features. No adjustments were needed.

Clubhouse/Meeting Rooms/Dining Rooms — The subject does not contain any of these features. None
of the comparables except Comparables 4 and 6 contain these features. Comparables 4 and 6 each
contain a clubhouse. No complex in the market area shows a rent differential based on these particular
items; however, the added amenities are an enhancement. Apartments with these features can command
a higher rent in the market area. Therefore, properties with these features were adjusted $5 per feature
compared to properties without any of these features.

Pool/Exercise Room/Recreation Areas — The subject contains a playground. None of the comparables
except Comparables 4 and 6 contain any of these features. Comparable 4 contains a swimming pool,
exercise room, picnic area, playground, basketball court and fishing pond. Comparable 6 contains a
swimming pool, spa/hot tub, exercise room, yoga studio and theater. Although there is little market data
available concerning units with these features, the added amenities are an enhancement. Swimming
pools are typically considered a more desirable feature than other recreation features. Therefore, a $10
adjustment was determined for swimming pool, and a $5 adjustment per feature was determined for each
additional recreation area. Comparables 1, 2, 3 and 5 were adjusted upward $5 per month for the
subject’s playground. Comparable 4 was adjusted downward $30 per month ($10 for swimming pool + $5
for exercise room + $5 for picnic area + $5 for playground + $5 for basketball court + $5 for fishing pond -
$5 for subject’s playground = $30). Comparable 6 was adjusted downward $25 per month ($10 for
swimming pool + $5 for spa/hot tub + $5 for exercise room + $ for yoga studio + $5 for theater - $5 for
subject’s playground = $25).

Business Center — The subject does not have a business center. All of the comparables except
Comparable 6 are similar to the subject. Comparable 6 contains a business center. No complex in the
market area shows a rent differential based on these particular items; however, the added amenities are
an enhancement. Apartments with these features can command a higher rent in the market area.
Therefore, properties with these features were adjusted $5 per feature compared to properties without
any of these features. Comparable 6 was adjusted $5 per month.

Service Coordination — The subject does not contain this feature. None of the comparables contain this
feature. No adjustments were needed.

Non-Shelter Services — The subject does not contain these features. None of the comparables contain

these features. No adjustment was needed.
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Neighborhood Network — The subject does not contain this feature. None of the comparables contain
this feature. No adjustment was needed.

Heat — The subject has this utility provided. None of the comparables have this utility provided. Therefore,
all comparables were adjusted upward $42 for electric based on the Allowances for Tenant-Furnished
Utilities and Other Services for Two Exposed Walls provided by Virginia Housing Development Authority.
The amount was substantiated through local utility providers.

Cooling — The subject does not have this utility provided. All of the comparables are similar to the
subject. No adjustment was needed.

Cooking — The subject has this utility provided. None of the comparables have this utility provided.
Therefore, all comparables were adjusted upward $7 for electric based on the Allowances for Tenant-
Furnished Utilities and Other Services for Two Exposed Walls provided by Virginia Housing Development
Authority. The amount was substantiated through local utility providers.

Hot Water — The subject has this utility provided. None of the comparables have this utility provided.
Therefore, all comparables were adjusted upward $20 for electric based on the Allowances for Tenant-
Furnished Utilities and Other Services for Two Exposed Walls provided by Virginia Housing Development
Authority. The amount was substantiated through local utility providers.

Other Electric — The subject does not have this utility provided. All of the comparables are similar to the
subject. No adjustment was needed.

Cold Water/Sewer — The subject provides cold water and sewer. Comparable 3 is similar. Comparables
1, 2, 4 and 6 do not provide these utilities. Therefore, the comparables without these utilities provided
were adjusted upward $54 based on the Allowances for Tenant-Furnished Utilities and Other Services for
Two Exposed Walls provided by Virginia Housing Development Authority. The amount was substantiated
through local utility providers.

Trash/Recycling — The subject provides this utility. All of the comparables except Comparables 1 and 2
are similar. Comparables 1 and 2 do not provide this utility. Therefore, the comparables without this utility
provided were adjusted upward $12 based on the Allowances for Tenant-Furnished Utilities and Other
Services for Two Exposed Walls provided by Virginia Housing Development Authority. The amount was
substantiated through local utility providers.

Conclusion of Market Rent

The adjusted rents range from $800 to $1,015 per month. Market rent was selected giving consideration
to Comparables 1 and 2 since they are located in South Hill; however, they are both superior to the
subject in condition/street appeal. Comparable 3 is relatively similar to the subject in condition/street
appeal and amenities. Comparables 4 and 6 were given the least consideration since they are superior in
condition/street appeal and amenities. The appraiser concluded the market rent for the units as follows:

o 826 SF Three-Bedroom Units - $855, or $1.04 per square foot

Gill Group |
Page | 113



Mecklenburg Manor
719 East Ferrell Street
South Hill, Virginia 23970

The developer is proposing the affordable LIHTC rents as follows:

Unit Type |# of Units Avg. %of |Maximum| Gross Utility Net Rent
Square | Median LIHTC Rent [Allowance
Feet Income Rent

1/1 (Section 8) 1 569 40% $467 $654 $62 $592
1/1 (Section 8) 4 569 50% $583 $654 $62 $592

1/1 (LIHTC) 3 569 60% $700 $527 $62 $465
2/1 (Section 8) 4 688 40% $561 $829 $58 $771
2/1 (Section 8) 10 688 50% $701 $829 $58 $771

2/1 (LIHTC) 14 688 60% $841 $568 $58 $510
3/1 (Section 8) 1 826 40% $648 $1,026 $65 $961
3/1 (Section 8) 4 826 50% $810 $1,026 $65 $961

3/1 (LIHTC) 10 826 60% $972 $610 $65 $545

The subject’s proposed LIHTC rents at 60 percent of the area median income are below the determined
market-rate rents. The subject’'s proposed Section 8 rents that are set at 40 and 50 percent of the area
median income are above the determined achievable market-rate rents. However, once rehabilitation is
complete, the property will retain its subsidies for the 24 Section 8 units. Tenants in these units will never
be required to pay more than 30 percent of their income towards rent and utilties. Therefore, the subject’s
proposed rents will be competitive within the market area.

Mecklenburg Manor is comprised of seven two-story walk-up buildings containing 51 units and an
accessory building containing a laundry facility, office and maintenance area. The buildings have brick
and siding exterior and flat roofs.

The property will provide the following project amenities: playground, laundry facility, on-site
management, on-site maintenance. The subject’s project amenities are competitive with the comparables
in the market area.

The complex contains open asphalt parking areas with approximately 65 parking spaces. This parking
ratio is slightly higher than one space per unit. However, South Hill has a 60 WalkScore and the subject’s
occupancy rate has remained stable. Therefore, this does not appear to have a negative impact on the
subject property.

The subject’s unit mix of one-, two- and three-bedroom units is suitable in the market area.

The subject contains central gas heating and central electric cooling. Cooking and hot water are gas.
Gas, water, sewer and trash collection services are provided by the landlord. All remaining utilities are
paid by the tenant. This arrangement is superior to the comparables in the market area.
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Each unit contains the following amenities: refrigerator, range/oven, vinyl and blinds. The unit amenities
are competitive with the comparables in the market area.

The subject will not offer a service coordinator. The surveyed comparables did not offer these services.
Therefore, the subject will be competitive with the comparables in the market area.

The market area exhibits sufficient demand for the existing property. Based on the occupancy level of the
subject and the apartment complexes in the market area, the existing waiting lists, the projected
population and household growth and the economic factors, it is believed that when the rehabilitation is
completed, the property will have no adverse impact on the existing and/or planned market-rate rental
housing properties in the market area.

Strengths
o The subject’s site plan and design are competitive with the surveyed comparables.
e The development will be superior to most of the comparable developments in condition upon
completion of its rehabilitation.
e The subject’s unit and project amenities are competitive with the comparables in the market area.
¢ Mecklenburg Manor is an existing Section 8 and market-rate family complex that contains 51
units. As complete, all units will be revenue units, and the property will retain its subsidies for 24
units, as well as be 100 percent LIHTC at 40, 50 and 60 percent of the area median income. As a
result of the subsidies, tenants in these units will never be required to pay more than 30 percent
of their income towards rent and utilties. The subject’s proposed LIHTC and Section 8 rents will
provide a good value to prospective tenants.
Weaknesses
e There are no apparent weaknesses.
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South Hill Planning & Zoning Department

David Hash, Code Compliance Official for the Town of South Hill, indicated the subject is zoned R2-16,
General Residential District. The subject is a legal, conforming use. Mr. Hash indicated that there are 16
multifamily permits allowed per year. The telephone number for the South Hill Planning and Zoning
Department is 434-447-5041.

Economic Development

According to Brently Morris, with the Mecklenburg County Business Development, majority of employees
live throughout the county and there is a need for additional housing as companies are expanding and
relocating to the area. He stated most employees rent their homes. In addition, he stated that the
department is currently in negotiations with several new companies now. Furthermore, he stated that
residents of the area would be in favor of the rehabilitation of the subject and there is a large need for
additional affordable housing. He stated the unit types needed the most are two- and three-bedroom
units; however, any type is needed. He stated that the area most desired is near downtown or toward the
center of town. The phone number for the Mecklenburg County Business Development Department is
434-447-3191.
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The subject, Mecklenburg Manor, is an existing Section 8 and market-rate multifamily development that
currenlty contains 50 revenue units and one non-revenue unit. As complete, all units will be revenue
units. The property is applying for an allocation of Low-Income Housing Tax Credits which will set the
income eligibility to individuals earning between $16,011 and $40,380 annually without considering
subsidies, and individuals earning below $40,380 annually when considering subsidies.

Mecklenburg Manor is comprised of seven two-story walk-up buildings containing 51 units and an
accessory building containing a laundry facility, office and maintenance area. The buildings are of frame
construction with brick and siding exterior and flat roofs.

The following chart lists the subject’s existing unit distribution by unit type, size and rent structure.

1/1 (Section 8) 5 569 $592 $59
1/1 (Market) 3 569 $449 N/A
2/1 (Section 8) 14 688 $771 $55
2/1 (Market) 13 688 $488 N/A
2/1 (Non-Rev) 1 688 $0 N/A
3/1 (Section 8) 5 826 $961 $63
3/1 (Market) 10 826 $522 N/A
51
The following chart lists the subject’s proposed unit distribution by unit type, size and rent structure.
Unit Type |# of Units Avg. %of |Maximum| Gross Utility Net Rent
Square Median LIHTC Rent |Allowance
Feet Income Rent
1/1 (Section 8) 1 569 40% $467 $654 $62 $592
1/1 (Section 8) 4 569 50% $583 $654 $62 $592
1/1 (LIHTC) 3 569 60% $700 $527 $62 $465
2/1 (Section 8) 4 688 40% $561 $829 $58 $771
2/1 (Section 8) 10 688 50% $701 $829 $58 $771
2/1 (LIHTC) 14 688 60% $841 $568 $58 $510
3/1 (Section 8) 1 826 40% $648 $1,026 $65 $961
3/1 (Section 8) 4 826 50% $810 $1,026 $65 $961
3/1 (LIHTC) 10 826 60% $972 $610 $65 $545

The rental housing stock in the market area is comprised of single-family homes and market-rate and
subsidized/income-restricted apartment complexes. The current vacancy rate in surveyed market-rate
apartment complexes is 4.0 percent. However, the contact for Chatham Terrace Apartments stated the
property has been unable to lease units due to the current COVID-19 restrictions. Therefore, the property
has a higher than typical vacancy rate. Without considering this property, the overall market-rate
apartment vacancy rate is 3.0 percent. In addition, the contact for Briarcliff Apartments was unable to
disclose the current occupancy rate. Therefore, this property was not considered in the vacancy analysis.
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The vacancy rate for affordable housing units in the market area is 4.6 percent. However, the contact for
River Wynd Apartments stated the property had a higher than typical vacancy rate due to
mismanagement of the previous owners. Furthermore, as the new management takes over, the property
is expected to achieve a stabilized occupancy rate. Therefore, without considering this property, the
overall affordable vacancy rate is 3.7 percent.

The development does not have an adverse impact on the market area. There were six income-restricted
developments confirmed in the market area. Planters Woods Apartments is the most similar to the subject
since it has rents at 40, 50 and 60 percent AMI, and also contains subsidy for some of its units. River
Wynd Apartments contains two- and three-bedroom units and has rents set at 50 percent AMI. Lakewood
Apartments’ one-bedroom units are set at 50 percent AMI; with more than half of the units receiving
Rental Assistance. In addition, the majority of the comparables contain a waiting list. Therefore, the
market area is not saturated.

The following table contains the capture rates for the entire property as well as for the vacant units only at
the property when considering the subject’s subsidies.

All Section 8 Units | All Section 8 Units | All LIHTC Units Project
@ 40% @ 50% @ 60% Total
Income Restrictions: ($0 - $26,920) ($0 - $33,650) ($18,069 - $40,380) ($0 - $40,380)
All Units at Subject 0.7% 11.8% 2.6% 4.8%
Vacant Units at Subject 0.0% 0.7% 0.1% 0.2%

The market shows a net demand of 1,054 units for all rehabilitated units at or below 60 percent of the
area median income when considering subsidies. When considering all units vacant, the capture rate is
4.8 percent. However, the subject is an existing development that will contain a total 51 revenue units.
The property is 96 percent occupied, with two vacant units. As complete, the property will remain a
Section 8 property with subsidies for 24 units as well be 100 percent tax credit property at 40, 50 and 60
percent of the area median income. When only considering the subject’s vacant units, the overall capture
rate is 0.2 percent.

The following table contains the capture rates for the entire property without considering the subject’s
subsidies.

All Units 1BR Units All Units Project
@ 40% @ 50% @ 60% Total
Income Restrictions: ($16,011 - $26,920) | ($19,989 - $33,650) | ($18,069 - $40,380) | ($16,011 - $40,380)
All Units at Subject 2.3% 12.9% 10.6% 14.8%

The market shows a net demand of 344 units for all rehabilitation units at or below 60 percent of the area
median income without considering the subject’s subsidies. As complete, the property will remain a
Section 8 property with subsidies for 24 units as well be 100 percent tax credit property at 40, 50 and 60
percent of the area median income. However, when considering the property without its subsidies, it is
unlikely all residents would remain income-qualified. Therefore, the analysis was conducted as though
entirely vacant. Without considering the property’s subsidies and as though entirely vacant, the capture
rate is 14.7 percent.

Mecklenburg Manor is an existing Section 8 and LIHTC family complex that contains 51 units. As
complete, the property will retain its subsidies for 24 units, as well as be 100 percent LIHTC at 40, 50 and
60 percent of the area median income. The development is currently 96 percent occupied, with two
vacant. The rehabilitation will not permanently displace any current tenants. The property will retain its
subsidies once rehabilitation is complete; therefore, it is likely tenants in these units will continue to reside
at the property. Furthermore, since the current market-rate rents are well below market, the tenants in the
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market units should remain income qualified and could remain after renovations. Therefore, once
rehabilitation is complete, the property will not need to absorb any additional units to maintain its
stabilized occupancy.

However, when considering the subject without its subsidies, an absorption period was established as if
the development were a vacant Low Income Housing Tax Credit Development. Without the subsidies, the
property’s current residents in these units are unlikely to remain income-qualified. Therefore, the analysis
was conducted as thought the subject were entirely vacant. After researching the vacancy rates of the
existing units in the area, it is firmly believed that the proposed development will satisfy a portion of the
continued demand for the units within the market. It is estimated that a 95+ percent occupancy level can
be achieved in five to six months. Our interviews with apartment managers substantiate the absorption
rate. It is believed that the subject will absorb eight to 10 units per month; therefore, reaching a stable
occupancy level within five to six months.

The subject is located at 719 East Ferrell Street. Therefore, the subject has average visibility and easy
access. The subject’s site plan and project design are similar to competing apartment developments. The
subject’s unit mix of one-, two- and three-bedroom units is suitable in the market. The subject’s unit and
project amenities are competitive with the surveyed comparables. The subject’s rents will provide a good
value to prospective tenants.

Strengths: The subject’s location is comparable to other developments in the market area. Its in-unit and
common area amenities are competitive with the other developments in the market area. When these
factors are taken into consideration, the subject’s proposed units provide a good value to prospective
tenants.

Weaknesses: There are no apparent weaknesses.

The subject can retain its required share of the market area for the following reasons:

e The subject’s design and amenities are competitive with other existing projects. Therefore, no
modifications to the subject are necessary.

The subject’s location provides easy access to all needed services, recreation and public transit.
The subject’'s proposed LIHTC rents at 60 percent of the area median income are below the
determined market-rate rents. The subject’'s proposed Section 8 rents that are set at 40 and 50
percent of the area median income are above the determined achievable market-rate rents.
However, once rehabilitation is complete, the property will retain its subsidies for the 24 Section 8
units. Tenants in these units will never be required to pay more than 30 percent of their income
towards rent and utilties. Therefore, the subject’s proposed rents will be competitive within the
market area.

e Mecklenburg Manor is an existing Section 8 and market-rate family complex that contains 51
units. As complete, all units will be revenue units, and the property will retain its subsidies for 24
units, as well as be 100 percent LIHTC at 40, 50 and 60 percent of the area median income. The
development is currently 96 percent occupied, with two vacant. The rehabilitation will not
permanently displace any current tenants. The property will retain its subsidies once rehabilitation
is complete; therefore, it is likely tenants in these units will continue to reside at the property.
Furthermore, since the current market-rate rents are well below market, the tenants in the market
units should remain income qualified and could remain after renovations. Therefore, once
rehabilitation is complete, the property will not need to absorb any additional units to maintain its
stabilized occupancy.
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o According to the past, present and future demographic and economic trends within the primary
market area, it is the opinion of the analyst that the existing development is suitable for the
market area. Given the current acceptable vacancy rates for affordable properties, the
development will not have an adverse effect on the existing rental comparables and the
anticipated pipeline additions to the rental base.
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Gill Group is a nationwide marketing and real estate consulting firm specializing in market studies and
real estate appraisals for low-income housing developments. For more than 30 years, Gill Group has
been performing market research and appraisals on all types of properties. Primary data from field
inspectors, analysts and appraisers is used. Our inspectors, analysts and appraisers personally inspect
and examine every property included in the reports. Additional data is obtained from the U.S. Census
Bureau, local public officials and reliable market data research companies such as ESRI Business
Information Solutions. Gill Group’s market studies have been used by clients in the Low Income Housing
Tax Credit program and in obtaining and renewing state and federal subsidies for low-income housing
developments, senior housing and multifamily rental housing. Samuel T. Gill and Janice F. Gill, MAI, have
been active in the U.S. Department of Housing and Urban Development’'s Multifamily Accelerated
Processing (M.A.P.) and Mark-to-Market programs.
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| affirm that | have made a physical inspection of the site and market area. | also affirm that the
appropriate information has been used in the comprehensive evaluation of the need and demand for the
proposed rental units. To the best of my knowledge the market can support the demand shown in this
study. | understand that any misrepresentations in this statement may result in the denial of participation
in the Low Income Housing Tax Credit Program in Virginia as administered by the Virginia Housing. | also
affirm that neither | nor anyone at my firm has any interest in the existing development or relationship with
the ownership entity. In addition, | affirm that neither | nor anyone at my firm nor anyone acting on behalf
of my firm in connection with the preparation of this report has communication to others that my firm is
representing VHDA or in any way acting for, at the request of, or on behalf of VHDA. Finally, | affirm that
compensation for my services is not contingent upon this development receiving a reservation or
allocation of tax credits.

/géf”V“vJ*“& ol Lﬂﬂjd@ March 3, 2021

Market Analyst Date
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2000 U.S. Census

2010 U.S. Census

American Community Survey

Nielsen Claritas (A nationally recognized demographics forecaster)

Ribbon Demographics, 2021 Data (A nationally recognized demographics forecaster)

U.S. Bureau of Labor Statistics

Income Expense Analysis: Conventional Apartments and Income/Expense Analysis: Federally Assisted
Apartments published by Institute of Real Estate Management

Information used in the market study was obtained from various sources including the U.S. Census
Bureau; Ribbon Demographics, 2021 Data; U.S. Bureau of Labor Statistics; interviews with local area and
government officials; and interview with local property owners or managers.



ADDENDUM B — MARKET STUDY TERMINOLOGY



Absorption Period

The period of time necessary for a newly constructed or renovated property to achieve the Stabilized
Level of Occupancy. The Absorption Period begins when the first temporary or permanent certificate of
occupancy is issued and ends when the last unit to reach the Stabilized Level of Occupancy has a signed
lease. Assumes a typical pre-marketing period, prior to the issuance of the certificate of occupancy, of
about three to six months. The month that leasing is expected to begin should accompany all absorption
estimates.

Absorption Rate
The average number of units rented each month during the Absorption Period.

Acceptable Rent Burden

The rent-to-income ratio used to qualify tenants for both income restricted and non-income restricted
units. The Acceptable Rent Burden varies depending on the requirements of funding sources,
government funding sources, target markets, and local conditions.

Affordable Housing
Housing where the tenant household pays no more than 30 percent of its annual income on Gross Rent.

Amenity
Tangible or intangible benefits offered to a tenant at no fee (with the exception of day care), typically on-
site recreational facilities or planned programs, services and activities.

Annual Demand
The total estimated demand present in the market in any one year for the type of units proposed. Annual
demand estimates factor in tenure, tenant age, income restrictions, family size and turnover.

Area Median Income (AMI)
One-hundred percent of the gross median household income for a specific metropolitan statistical area,
county or non-metropolitan area established annually by HUD.

Assisted Housing
Housing where the monthly costs to the tenants are subsidized by federal, state or other programs.

Attached Housing
Two or more dwelling units connected with party walls (e.g., townhouses or flats).

Basic Rent

The minimum monthly rent that tenants who do not have rental assistance pay to lease units developed
through the USDA-RD Section 515 Program, the HUD Section 236 Program and HUD Section 223 (d)(3)
Below Market Interest Rate Program. The Basic Rent is calculated on the rent required to operate the
property, maintain debt service on a subsidized mortgage with a below-market interest rate, and provide a
return on equity to the developer in accordance with the regulatory documents governing the property.

Below Market Interest Rate Program (BMIR)

Program targeted to renters with income not exceeding 80 percent of area median income by limiting
rents based on HUD’s BMIR Program requirements and through the provision of an interest reduction
contract to subsidize the market interest rate to a below-market rate. Interest rates are typically
subsidized to effective rates of one percent or three percent.

Capture Rate

The percentage of age, size, and income qualified renter households in the Primary Market Area that the
property must capture to achieve the Stabilized Level of Occupancy. Funding agencies may require
restrictions to the qualified households used in the calculation including age, income, living in
substandard housing, mover-ship and other comparable factors. The Capture Rate is calculated by
dividing the total number of units at the property by the total number of age, size and income qualified
renter households in the Primary Market Area. See Penetration Rate for rate for entire market area.



Census Tract

A small, relatively permanent statistical subdivision delineated by a local committee of census data users
for the purpose of presenting data. Census tract boundaries normally follow visible features but may
follow governmental unit boundaries and other non-visible features; they always nest within counties.
They are designed to be relatively homogeneous units with respect to population characteristics,
economic status, and living conditions at the time of establishment. Census tracts average about 4,000
inhabitants.

Central Business District (CBD)
The center of commercial activity within a town or city; usually the largest and oldest concentration of
such activity.

Community Development Corporation (CDC)
Entrepreneurial institution combining public and private resources to aid in the development of socio-
economically disadvantaged areas.

Comparable Property

A market-rate or Affordable Housing property that is representative of the rental housing choices of the
subject's Primary Market Area and that is similar in construction, size, amenities, or age. These
Comparables and Competitives are generally used to derive market rent.

Competitive Property
A property that is comparable to the subject and that competes at nearly the same rent levels and tenant
profile, such as age, family or income.

Concession

Discount given to a prospective tenant to induce the tenant to sign a lease. Concessions typically are in
the form of reduced rent or free rent for a specified lease term or for free amenities which are normally
charged separately (i.e., washer/dryer, parking).

Condominium

A form of joint ownership and control of property in which specified volumes of space (for example,
apartments) are owned individually while the common elements of the property (for example, outside
walls) are owned jointly.

Contract Rent
1. The actual monthly rent payable by the tenant, including any rent subsidy paid on behalf of the
tenants, to the owner, inclusive of all terms of the lease (HUD & RD).
2. The monthly rent agreed to between a tenant and a landlord (Census).

Demand

An estimate of the total number of market households that have both the desire and the ability to obtain
the product and/or services offered. These households must be of the appropriate age, income, tenure
and size for a specific proposed development. Components of demand vary and can include household
growth; turnover, those living in substandard conditions, rent over-burdened households, and demolished
housing units. Demand is project specific.

Difficult Development Area (DDA)

An area designated by HUD as an area that has high construction, land, and utility costs relative to the
Area Median Gross Income. A project located in a DDA and utilizing the Low Income Housing Tax Credit
may qualify for up to 130 percent of eligible basis for the purpose of calculating the Tax Credit allocation.

Detached Housing
A freestanding dwelling unit, typically single-family, situated on its own lot.



Effective Rents
Market Rents less concessions.

Elderly or Senior Housing

Housing where (1) all the units in the property are restricted for occupancy by persons 62 years of age or
older or (2) at least 80 percent of the units in each building are restricted for occupancy by households
where at least one household member is 55 years of age or older and the housing is designed with
amenities and facilities designed to meet the needs of senior citizens.

Extremely Low Income
Person or household with income below 30 percent of Area Median Income adjusted for household size.

Fair Market Rent (FMR)

The estimates established by HUD of the Gross Rents (Contract Rent plus Tenant Paid Utilities) needed
to obtain modest rental units in acceptable condition in a specific county or metropolitan statistical area.
HUD generally sets FMR so that 40 percent of the rental units have rents below the FMR. In rental
markets with a shortage of lower-priced rental units, HUD may approve the use of Fair Market Rents that
are as high as the 50t percentile of rents.

Family

A family consists of a householder (i.e., one who occupies or owns a house/head of a household) and
one or more other persons living in the same household who are related to the householder by birth,
marriage or adoption. Not all households contain families since a household may comprise a group of
unrelated persons or one person living alone. (Source: U.S. Census)

Garden Apartments
Apartments in low-rise buildings (typically two to four stories) that feature low density, ample open-space
around the buildings, and on-site parking.

Gross Rent
The monthly housing cost to a tenant which equals the Contract Rent provided for in the lease plus the
estimated cost of all Tenant Paid Utilities.

High-rise
A residential building having more than ten stories.

Household

All the persons who occupy a housing unit as their usual place of residence. The occupants may be a
single family, one person living alone, two or more families living together, or any other group of related or
unrelated persons who share living arrangements. (Source: U.S. Census)

Household Trends

Changes in the number of households for a particular area over a specific period of time, which is a
function of new household formations (e.g., at marriage or separation) and decreasing average
household size.

Housing Unit
House, apartment, mobile home, or group of rooms used as a separate living quarters by a single
household.

Housing Choice Voucher (Section 8 Program)

Federal rent subsidy program under Section 8 of the U.S. Housing Act which issues rent vouchers to
eligible households to use in the housing of their choice. The voucher payment subsidizes the difference
between the Gross Rent and the tenant’s contribution of 30 percent of adjusted income (or 10 percent of
gross income, whichever is greater). In cases where 30 percent of the tenants’ income is less than the
utility allowance, the tenant will receive an assistance payment. In other cases, the tenant is responsible
for paying his share of the rent each month.



Housing Finance Agency (HFA)
State or local agencies responsible for financing housing and administering Assisted Housing programs.

HUD Section 8 Program
Federal program that provides project based rental assistance. Under the program HUD contracts directly
with the owner for the payment of the difference between the Contract Rent and a specified percentage of
tenant’s adjusted income.

HUD Section 202 Program

Federal program which provides direct capital assistance (i.e., grant) and operating or rental assistance to
finance housing designed for occupancy by elderly households who have income not exceeding 50
percent of Area Median Income. The program is limited to housing owned by 501(c)(3) nonprofit
organizations or by limited partnerships where the sole general partner is a 501(c)(3) nonprofit
organization. Units receive HUD project based rental assistance that enables tenants to occupy units at
rents based on 30 percent of tenant income.

HUD Section 811 Program

Federal program which provides direct capital assistance and operating or rental assistance to finance
housing designed for occupancy by persons with disabilities who have income not exceeding 50 percent
of Area Median Income. The program is limited to housing owned by 501(c)(3) nonprofit organizations or
by limited partnerships where the sole general partner is a 501(c)(3) nonprofit organization.

HUD Section 236 Program

Federal program which provides interest reduction payments for loans which finance housing targeted to
households with income not exceeding 80 percent of area median income who pay rent equal to the
greater of Basic Rent of 30 percent of their adjusted income. All rents are capped at a HUD approved
market rent.

Income Band

The range of incomes of households that can pay a specific rent but do not have more income than is
allowed by the Income Limits of a particular housing program. The minimum household income typically is
based on a defined Acceptable Rent Burden percentage and the maximum typically is pre-defined by
specific programmatic requirements or by general market parameters.

Income Limits

Maximum household income by county or Metropolitan Statistical Area, adjusted for household size and
expressed as a percentage of the Area Median Income for the purpose of establishing an upper limit for
eligibility for a specific housing program. Income Limits for federal, state and local rental housing
programs typically are established at 30, 50, 60 or 80 percent of AMI. HUD publishes Income Limits each
year for 30 percent median, Very Low Income (50%), and Low-Income (80%), for households with one
through eight people.

Infrastructure
Services and facilities including roads, highways, water, sewerage, emergency services, parks and
recreation, etc. Infrastructure includes both public and private facilities.

Low Income
Person or household with gross household income below 80 percent of Area Median Income adjusted for
household size.

Low Income Housing Tax Credit

A program to generate equity for investment in affordable rental housing authorized pursuant to Section
42 of the Internal Revenue Code, as amended. The program requires that a certain percentage of units
built be restricted for occupancy to households earning 60 percent or less of Area Median Income, and
that the rents on these units be restricted accordingly.



Low Rise Building
A building with one to three stories.

Market Advantage

The difference, expressed as a percentage, between the estimated market rent for an apartment property
without income restrictions and the lesser of (a) the owner’s proposed rents or (b) the maximum rents
permitted by the financing program for the same apartment property.

Market Analysis
A study of real estate market conditions for a specific type of property.

Market Area
A geographic area from which a property is expected to draw the majority of its residents.

Market Area, Primary (PMA)
The most likely geographic area from which a property would draw its support.

Market Area, Secondary (SMA)
The portion of a market area that supplies additional support to an apartment property beyond that
provided by the primary market area.

Market Demand

The number of units required in a defined market area to accommodate demand (i.e., households that
desire to improve the quality of their housing without significantly increasing their economic burden).
Market demand is not project specific and refers to the universe of tenure appropriate households,
independent of income. The components of market demand are similar to those used in determining
demand.

Market Feasibility Analysis

An analysis that determines whether a proposed development can attain its target rents, taking into
account the development’s characteristics (location, size, unit mix, design and amenities), the depth of its
target market, and the strength of its appeal in comparison to other existing and planned options available
to potential consumers.

Market Rent

The rent that an apartment, without rent or income restrictions or rent subsidies, would command in the
open market considering its location, features, amenities. Market rent should be adjusted for concessions
and owner paid utilities included in the rent.

Market Study

A comprehensive review of the housing market in a defined market area. A market study can be used to
determine the demand for specific proposed development or to examine the overall condition of an area’s
housing market. Project specific market studies are often used by developers, syndicators, and
government entities to determine the appropriateness of a proposed development, whereas market
specific market studies are used to determine what housing needs, if any, exist within a specific
geography. At a minimum, market studies include a review of location, economic conditions,
demographics, and existing and proposed housing stock.

Marketability
The manner in which the subject fits into the market; the relative desirability of a property (for sale or
lease) in comparison with similar or competing properties in the area.

Market Vacancy Rate — Physical
Average number of apartment units in any market which are unoccupied divided by the total number of
apartment units in the same Market Area, excluding units in properties which are in the lease-up stage.



Market Vacancy Rate — Economic
Percentage of rent loss due to concessions and vacancies.

Metropolitan Statistical Area (MSA)

A geographic entity defined by the federal Office of Management and Budget, for use by federal statistical
agencies, based on the concept of a core area with a large population nucleus, plus adjacent
communities having a high degree of economic and social integration with that core. Qualification of an
MSA requires the presence of a city with 50,000 or more inhabitants, or the presence of an Urbanized
Area (UA) and a total population of at least 100,000 (75,000 in New England). The county or counties
containing the largest city and surrounding densely settled territory are central counties of the MSA.
Additional outlying counties qualify to be included in the MSA by meeting certain other criteria of
metropolitan character, such as a specified minimum population density or percentage of the population
that is urban.

Mid-rise
A building with four to ten stories.

Mixed Income Property

An apartment property containing (1) both income restricted and unrestricted units or (2) units restricted
at two or more Income Limits (i.e., Low Income Tax Credit property with income limits of 30, 50 and 60
percent).

Mobility
The ease with which people move from one location to another.

Moderate Income
Person or household with gross household income between 80 and 120 percent of Area Median Income
adjusted for household size.

Move-Up Demand

An estimate of how many consumers are able and willing to relocate to more expensive or desirable
units, such as tenants who move up from Class C properties to Class B; and Class B tenants that move
up to Class A properties; and tenants that move from Class C and B properties to a new superior Low
Income Tax Credit property. For purposes of demonstrating move-up demand both changes in Class
Construction Type and changes in Quality Classification of five or more may be considered (Reference
the Virginia State Board of Equalization Assessor's Handbook Section 531, January 2003, pages 4-5 for
definitions of Class and Quality Classifications.)

Multifamily
Structures that contain two or more housing units.

Neighborhood
An area of a city or town with common demographic and economic features that distinguish it from
adjoining areas.

Net Rent (also referred to as Contract or Lease Rent)
Gross Rent less Tenant Paid Utilities.

Penetration Rate

The percentage of age and income qualified renter households in the Primary Market Area that live in all
existing and proposed properties, to be completed within six months of the subject, and which are
competitively priced to the subject that must be captured to achieve the Stabilized Level of Occupancy.
Funding agencies may require restrictions to the qualified households used in the calculation including
age, income, living in substandard housing, mover-ship and other comparable factors. See Capture Rate
for property specific rate.



Pent-up Demand
A market in which there is a scarcity of supply and vacancy rates are very low.

Population Trends
Changes in population levels for a particular area over a specific period of time — which is a function of
the levels of births, deaths, and net migration.

Primary Market Area
See Market Area

Programmatic Rents

The proposed rents for a Tax Credit or other income restricted property relative to comparable market
rate properties and rents being achieved at another Low Income Housing Tax Credit or other income
restricted properties in the market. Can be no greater than maximum rents permitted by the Low Income
Housing Tax Credit or other program regulations.

Project Based Rent Assistance

Rental assistance from a federal, state or local program that is allocated to the property or a specific
number of units in the property and is available to each income eligible tenant of the property or an
assisted unit.

Public Housing or Low Income Conventional Public Housing
HUD program administered by local (or regional) Housing Authorities which serves Low- and Very-Low
Income Households with rent based on the same formula used for HUD Section 8 assistance.

Qualified Census Tract (QCT)

Any census tract (or equivalent geographic area defined by the Bureau of the Census) in which at least
50 percent of households have an income less than 60 percent of Area Median Income or where the
poverty rate is at least 25 percent. A project located in a QCT and receiving Low Income Housing Tax
Credits may qualify for up to 130 percent of eligible basis for the purpose of calculating the Tax Credit
allocation.

Redevelopment
The redesign or rehabilitation of existing properties.

Rent Burden
Contract Rent plus Tenant Paid Utilities divided by the gross monthly household income.

Rent Burdened Households
Households with rent burden above the level determined by the lender, investor or public program to be
an acceptable rent-to-income ratio.

Restricted Rent
The maximum allowable rent under the restrictions of a specific housing program or subsidy.

Rural Development (RD) Market Rent

A monthly rent that can be charged for an apartment under a specific USDA-RD housing program, that
reflects the agency’s estimate of the rent required to operate the property, maintain debt service on an
un-subsidized mortgage and provide an adequate return to the property owner. This rent is the maximum
rent that a tenant can pay at an RD property.

Rural Development (RD) Program

Federal program which provides low interest loans to finance housing which serves low- and moderate-
income persons in rural areas who pay 30 percent of their adjusted income on rent or the basic rent,
whichever is the higher (but not exceeding the market rent). The Program may include property based
rental assistance and interest reduction contracts to write down the interest on the loan to as low as one
percent.



Saturation
The point at which there is no longer demand to support additional units.

Secondary Market Area
The portion of a market area that supplies additional support to an apartment property beyond that
provided by the Primary Market Area.

Single-Family Housing
A dwelling unit, either attached or detached, designed for use by one household and with direct access to
a street. It does not share heating facilities or other essential building facilities with any other dwelling.

Special Needs Population

Specific market niche that is typically not catered to in a conventional apartment property. This population
should exhibit certain criteria, which can be well defined, in order, for example, to assess the need and
demand from this source. Examples of special needs populations include substance abusers, visually
impaired person or persons with mobility limitations.

Stabilized Level of Occupancy

The underwritten or actual number of occupied units that a property is expected to maintain after the
initial rent-up period, expressed as a percentage of the total units. For TCAC projects these percentages
are equal to a physical occupancy rate that will generate 90 percent of aggregate restricted rents for SRO
and Special Needs units and generate 95 percent of aggregate restricted rents for all other types of units.

State Date Center (SDC)
A state agency or university facility identified by the governor of each state to participate in the U.S.
Census Bureau’s cooperative network for the dissemination of the census data.

Subsidy
Monthly income received by a tenant or by an owner on behalf of a tenant to pay the difference between
the apartment’s Contract Rent and the amount paid by the tenant toward rent.

Substandard Conditions

Housing conditions that are conventionally considered unacceptable which may be defined in terms of
lacking plumbing facilities, one or more major systems not functioning properly, or overcrowded
conditions.

Target Income Band
The estimated Income Band from which the subject will likely draw tenants.

Target Population
Market niche a development will appeal or cater to. State agencies often use Target Population to refer to
various income set asides, elderly v. family, etc.

Tenant
One who rents real property from another.

Tenant Paid Utilities
The cost of utilities necessary for the habitation of a dwelling unit, which are paid by the tenant. Tenant
Paid Utilities do not include costs for telephone or cable service.

Tenure
The distinction between owner-occupied and renter-occupied housing units.

Townhouse (or Row House)
Single-family attached residence separated from another by party walls, usually on a narrow lot offering
small front and back-yards; also called a row house.



Turnover

An estimate of the number of housing units in a Market Area as a percentage of total housing units in the
Market Area that will likely change occupants in any one year. Only turnover in the primary market area
rental market (i.e., number of rental housing units as a percentage of total rental housing units that will
likely change occupants) shall be considered for purposes of constructing demand estimates. See
Vacancy Period.

Unmet Housing Need
New units required in the Market Area to accommodate household growth, homeless households, and
housing in substandard conditions.

Unrestricted Rents
The recommended rents for the market rate units at a Mixed-Income Property.

Vacancy Period
The amount of time that an apartment remains vacant and available for rent.

Vacancy Rate — Economic

Maximum potential revenue less actual rent revenue divided by maximum potential rent revenue. The
economic vacancy rate should be used exclusively for project rent proformas, and not for reporting the
vacancy rate of rent comparables.

Vacancy Rate — Physical
The number of total habitable units that are vacant divided by the total number of units in the property.
The physical vacancy rate shall be used when reporting comparable vacancy rates.

Very Low Income
Person or household whose gross household income does not exceed 50 percent of Area Median Income
adjusted for household size.

Zoning
Classification and regulation of land by local governments according to use categories (zones); often also
includes density designations.
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