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CTflood features near 1 McGuire Court, Wallingford.
CT. 06492
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ON-SITE
INSIGHT )

Executive Summary
McGuire Court
Wallingford, CT

McGuire Court is a residential development for the elderly that is comprised of eleven residential buildings and a freestanding community
building. The development includes 40 efficiency and 10 one-bedroom units. Original construction of the development dates to 1972.
Subsequent renovations have included new asphalt paving on the access drive and parking areas in 2011 and new vinyl siding in

approximately 2004.

Overall the development is in fair condition. As shown on the attached capital needs worksheets, the development faces significant capital
needs in the near term, primarily for upgrade and/or replacement of in-unit finishes and components. Based on these projections, the

development is seen as requiring an adjustment to current replacement reserve funding and/or an infusion of additional capital.
Key findings identified as part of this assessment include the following:

® No problems related to the recently resurfaced asphalt were noted, and no near-term costs are anticipated.

¢ The asphalt-paved pedestrian walkways are original and exhibit areas of wear, deterioration, and potential trip hazards; resurfacing is

shown in Year 1.

e The brick veneer exhibits areas of spalling at various locations throughout the development; allowances for selective brick

replacement and re-pointing are shown in Years 1 and 16.

* No significant damage was noted on the vinyl siding; however, dirt and organic growth on the surface are widespread — periodic

allowances for pressure washing are shown in Years 1, 6, and 11; replacement costs are shown in Year 16.

e Common entry, unit entry, and storm doors exhibit varying levels of age-related wear/deterioration; replacement costs are shown

over a five-year period starting in Year 1. Window replacement is shown on a concurrent schedule.
e Existing conventional three-tab roof shingles exhibit age, wear, and areas of past repair; replacement costs are shown in Years 1-3.

McGuire Court @ Capital Needs Assessment @ © On-Site Insight Page 1
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Additional Notes:

1. The Physical Assessment of the property was conducted on January 25", 2013. Additional information was provided to ON-SITE INSIGHT by site staff and
others. OSI was represented on this assignment by Bruce Hutchinson. We would like to thank the office staff of Demarco Management Company and the
maintenance staff of the Wallingford Housing Authority for their assistance.

2. Cost estimates used in this assessment are based on data from RS Means Facilities and Construction Cost Data. These cost estimates have been applied
uniformly across the entire study portfolio to help ensure consistency of future projections. Actual owner and/or site pricing could vary significantly.

3. Unless required by fire, safety, or accessibility codes, items are typically shown being replaced in kind and do not include any planned upgrades or potential
upgrade opportunities.

4. Regular updates of this plan are recommended to ensure careful monitoring of major building systems and to adjust the program to accommodate
unanticipated circumstances surrounding the buildings, operations, and/or occupants.

5. This report is delivered subject to the conditions on Appendix A, Statement of Delivery.

McGuire Court e Capital Needs Assessment ® © On-Site Insight Page 3
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Dirt and organic growth typical Typical unit entry door, storm door, and casement-style
on vinyl sided exterior wall surfaces window - Most components exhibit age-related wear

Steel lintels over windows and doors set in masonry Roof shingles exhibit age and wear
openings are rusting and require surface and have been patched at some locations
preparation and painting in the near-term

McGuire Court @ Capital Needs Assessment ® © On-Site Insight Page 5
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Typical finishes and fixtures in unit bathrooms

Typical finishes and equipment in unit kitchens Typical exterior condenser for
heat pumps that are found in all units

McGuire Court e Capital Needs Assessment ® © On-Site Insight Page 7
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Comprehensive Capital Needs Assessment Schedule

Site Improvements

Zol20

MoGure Court - S 2872012

Owner Sponsor Name:  Walkngiord Housing Authonly Cumeni Year 2013 Number of Units. 50
Project Nama.  McGuire Court Budget Effecave Date:  January 1, 2013 Total Square Feal. 21792
Project Cdy | Tawn:  Wallingford Repori Date.  February 1, 2013 Defautt inflabon Rale. 3 0%
Current Total| Expected | | Toul initial Pianned Expenditures by Year
Annual Rate Age Daferred 1 2 | a 4 5 8 | 7 8 B 0 " 12 13 4 15 % 7 18 18 w0 Revitalization
e Etiets Sesfalii b of m m 2013 2014 2015 2018 2017 2018 2019 2020 2021 2022 2023 2024 2025 | 2028 2027 2028 2029 2030 2031 2032
| o 3
1 Asphait Parking / Roadways 29,690 -] 20 2031 o ] 0 o o [ o o o D ] o o 0 o [] n | ] 50,545 L]
~. 9!* P/ Ssalant 2013 | ] L] [} (] o ] (] 0 ) (] (] ] [} (] [} ) ] ] [} (]
.u. . Concrate Sidewalks 2013 L] L] o [} o L} o [} o o 0 o ] o 0 a ] L] L] o
..-. !._!!oﬁwtih 2013 ] ] o [} o o [ 0 ) (] 0 a o o 0 0 0 ] o (]
m. Fenong 2013 o o o (1] (] ] ] o a o 0 ] 0 o 0 o L] ] o L]
a. Landscaping 2013 (] ] [ a (] (] [ (] ] [ [] (] [ 0 ] o [ o (] ]
u.. i w...rin_! Enciosuras 2013 i o 0 [ [ L] [V o ] ] [ [ L] [ [ L] 0 0 | o o [] [
8 | Storm Water System M3 L} L] [} o L] [ L) [ L] [ o o o o [ L] o . a [ o
..a w...o Lighting 2013 [ 0 [ o o a o 0 [ 0 ] [ [ 0 [ 0 [ [ [ [ -
._e Other 2013 L} ] o o ] L} e o ] a g ] o 0 ] L} (] L} a L]
_._ ..Q....E 2013 ] | 0 o o o o 0 0 ‘o 0 ° [ [ o 0 0 0 ° [ [ o 1l
,_N. mﬁl 013 L] L} o L} L] L] o L} L] o L] (] [} [ 0 L] a L} L] o
13 . ....:sn. _ . 203 o ] ] ] ] o 0 [ [ 0 [ 0 ° 0 o 0 [ ° a
4 . Other 2013 L] L] o L] a L] L] L} o B o a L} 0 L} L) o L} o [}
_m. Other 2013 - L] L] L] o 0 o [ [ L] 0 a L] o 0 [ o L] 0 0 o
ala, |°$l 2013 o [ e L] o L] L] L) L o o L} e 0 L] H L} o [ L}
...\. |oanx Fill | Sealan 4,948 2 5 2018 0 o [ sa0t o o o 0 6.266 0 [ 0 [ 7267 [ [ ] [ ° o
._o |§§ TeT 20+ 20 2013 ey L] L] (] ] (] ] [ o o (] (] ] ] ] (] [ a (] ]
._w. Site Lightng 82,240 41 25 2013 82240 o ] a o a ] [ 0 0 0 0 ] [ [ ° [ [ [ o i
..B e
u_. N a
=
3
u
s — . — = L
5
nu.
2z Annual Planned Expenditures () ° 100,157 [} (] 5,407 [} [} (] (] 8260 [} [} [T . 7287 . (] (] (] 50,548 [ .
28 Cumutative Reserve Balance C AL 13788 19920 | se0rm | s smam $00573 737001 777600  TERMSE 751606  TMG42  THSNE  TOSTEM G702 597,001 54431 M4ME 2313 2NTB4 180756 131843
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MoGure Court - S5 2672013

OC-.-T- h ive nﬂﬂ_»ﬂ_ Needs A t Schedul
Roofing
Owner Sponsor Name:  Walkngford Housing Authonty Curent Year 2013 Number of Umits. 50
Projact Name:  McGuire Court Budget Effectve Date:  January 1, 2013 Total Square Feet.  21.792
Projact City / Town: Wakingford Report Date:  February 1, 2013 Dofault Inflation Rate:  3.0%
Current Total| Expected o | Tata nitial _ _ __ Planned v by Year
Annual Rate 1 2 k) 4 5 [ 7 8 8 10 " 12 12 1 15 18 7 8 19 20 | Rovitalization
Cost | atinfiston | A% |usetuiite|  vesr |8 g| Do | :
| 38 3 2013 2014 2018 2018 2017 2018 2019 2020 | 2021 2022 2023 2024 2025 2028 2027 2028 2029 2030 2031 2032
1 Chimnay 2013 o o ] ] o o 1] [] (] ] a o L] o o ] o a a o
.n. Hatchea / Skylights 2013 L} o [} [} L] [] L] o o o o L] (] o a [} (] [} o ]
u. Penthouse / Machine Rooms 2013 o [ ° 0 [ [ ° ° 0 0 0 o o 0 0 ] o ° o 0
.u Rool Rakings 2013 L} L} L} L} L} L} L] o o L} o o 0 L} L] L] o L} o o
m. Roof - Asphatt Shingle 2013 o o ° ° [ [ ° ° [ 0 o [ o 0 0 ° [} [ [ 0
6 | Roof - Buli-up Tor and Gravel 2M3 L] L} [} [} o [} ] [} L] [} L] L] o L] (] L] o L} o o
7 ; xoo. m....n.oﬁ: Membrane . 2013 0 [ [} [} [} 0 0 [ 0 o [ ] [ ° 0 0 0 [} 0 0 |
.u Other 03 o L] L} L] L] 8 L] L] L] L] L] a ] B B L] [} L} L] L
.e..mss.. . 2012 il 0 a 4 ° [ 0 [ ] [ 0 o [ ] [ [ ° ° 0 ] a
Mn _losi 2013 ] o o (] [} (] (] ] ] (] (] 0 ] ] (] ] (] a (] ]
._ _ 05.! . 2013 0 0 0 0 0 0 ° [ 0 0 0 ° ° 0 0 [ [ 0 ° 0
12] Other 2013 o L] L] (] L} L] L} L] (] L] o [} (] a L} L] L} L] L} L}
i & _ — — | S 2
13| Other 2013 0 o ° ° 0 0 [ 0 ° 0 0 o 0 0 ] 0 [ ° 0 [
“ | Other 2013 ° (] ] ] (] ] (] o o ] o (] o [ ] (] (1 ] (] 0
L. |n.5! 2013 o o ° ° [ o. 0 0 ° 0 0 ] ° 0 0 0 ° ° 0 0
.‘r |o.=l ' N.xu [ (] [ [ 1 ° [ ] (] ] 0 [ (] (] o 0 0 (1 (] L]
.: _.‘8..315__ Shingle 100,860 15+ [ 1 2013 0620 34629 35,668 o [ ° o [ [ ° 0 ] [ ° 0 0 [ 0 o 0
_ A _ 4
.E. I = =
x
ul_ i = ==
z
2
.u_. _
s - i
8.
2r Annusi Planned Expenditures (] ) 33620 34820 25,000 (] ] ] (] (] (] 0. |50 0 [} ° ] (] Qv 0 0 Fs ) °
28 Cumulative Reserve Balance 8% 1278 | 1139200 180780 | 7351 ST 000STY  TETASS  TITO | TOASSS | TSNL0M  TMOAZ | 7TI6S00 | TOETES  SATAG1 | I3l | SALRM | 34 | 23163 231784 1T 13380
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Comprehensive Capital Needs Assessment Schedule

Community Room

Ownor Sponsor Name:  Watlknglord Housing Authonty Currenl Year 2013 Number of Umits: 50
Project Name:  McGuire Coun Budget Effecive Date:  January 1. 2013 Total Square Feet: 21,792
Projact City / Town.  Walingford Report Date.  February 1,2013 Defaull Inflation Rate:  3.0%
Current Total | Expectad | curre .... Total Initial _ ; ___Planned by Year _ i
Annual Rate | =0T . Defarrad 1 2 3 4 5 6 7 ] 9 10 n 12 1 14 15 18 i 18 19 20 |Revitalization
Cost of infation UashulLite Your 3 3 2013 2014 2015 2018 2017 2018 2019 2020 2021 2022 2023 2024 2025 2028 2027 2028 2029 2030 2031 2032
| | ] o | |
Fiaor | 2800 | 40 48 2022 o o o 0 0 o 0 [ o 3683 ° o o 0 a 0 [ o o 0
.o.n::o..tit__u; [ . [ 2013 1 ] s [ rRRT (] . o . ] | o [ T g 0 . 0 . T . (] ] il ] . ] | o (] ]
fi z_uu_!_ Apphancas i —_— | 1 20 | 2032 . ; . a . 0 [ [} . 0 [ ! [ ° | [ ] o ° 0 o ° ] 0 o [ ] 1 o | o [ 2430
. Furnishings | | 2013 7 . L} B L} [} o L) o L} @ L} o 0 U] L [} L] a L} o . L} 1
Walls . 613 | 1 10 2022 : . o | ° 0 0 ° 0 0 0 0 . 09 0 [ 0 0 [ [ 0 [ [ . 1074
Calling u7 1 w0 2022 L) e e o a (] L] a a 45} a ] ] ] L] o (] o L] -
.052 o _ 2013 0 0 ° 0 0 [ 0 ° o 0 ] o 0 0 ] ° o [ 0 0
. Other i [ 2013 o o L] L] a ] L] L] L} L] [} 8 ] L L] L] o L] @ | L}
oﬂo.u | | mm:u ] 11 o | [ [ ° [ [ ° o | [ . o | o | o | [ . 0 | 0 ] | [ [ . ° [
Other . [ i 2013 L] L] | L] o n a o o [} o . B | o o L} o 0 a L] o L}
.092 - | | i . 2013 ] 1B e | 0 | o | o | ] | 0 [ 0 0 e oo | [ . 0 | 0 ° 0 0 0 . ° . [ [ o
Other ; . 2013 |_ o . o . [ o ] o ] o [ ] ] o [ o o o [] o ] a
|n§-. N [ | | . ..:~o_u . | o | 0 . o [ c. f 0 ] o. | [ | 0 . [ [ [ 0 o 0 o | [ [ [ 0 o | o
Other ! . 2013 o L] o [} L] o o o 0 ] 8 o Q o o o o o o o
. ..u-i ] . 2013 . [ o ° ° [ ° 0 [ ° [ 0 | o . ° 0 o ° [ 0 ° ] o
Ofther . . | . 2013 (] a [} o o o L] [} o o 0 L] o o ] o ] a ] o
|Mn”l.¥.< !.mszas!: [ 1,760 ADD ] 20 . 2013 e ] . 1,780 1760 [ 0 0 ] [ [ | ] . o [ ° [ [ ° 0 . 0 [ 0 o [ . 0
Annual Planned Expenditures [} 1180 1 0 (] [} [} [} . [} [} 408 o 7% ° (] 0 [} (] ° [} 4113 (]
Cumulative Reserva Balance 0,108 e | 1120 toeres | seram | emam S00STS  TETDSI | TTTE00 | TSLMGN  TE3E0S  TIOAZ  TISS06  TOSTES 657062  SOT.61 544831 314000 251631 231784 106756 | 131843
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Comprehensive Capital Needs Assessment Schedule

Common Stairways

Owner Sponsor Nama.  Watkinglord Housing Authority Curent Year 2013 Number of Units, 50
Project Name:  McGuire Count Budget Effachve Date:  January 1, 2013 Total Square Feet: 21,702
Project City /| Town:  Walkngford Report Date:  February 1, 2011 Default Inflabon Rate:  3.0%
Current Total| Expacted o | Tota Initial - i i Planned Expenditures by Year i
Annual Rate I Deforred 1 2 3 4 5 [ 7 8 9 10 " 12 12 14 15 16 7 8 19 20
Cost of infation al Uscful Lite Year .m m i 2013 2014 2018 2018 217 2018 2019 2020 221 2022 2023 2024 2028 2828 2027 2028 2029 2030 2 2032
i i o fi]
1§ Wais 2013 o a o a 0 o 0 o o o o o o a ° o o @ o o
.n. Celnge 2013 ] [} [} [] o [} o [} o (] 0 o [ (] [ (] (] 0 o o
L i
3| Foors 2013 ° 0 0 0 [ 0 0 0 0 0 0 ° 0 [ 0 0 o [ 0 0
.a Boors i 2013 (] o L] [} L] (] ] (] ] o (] ] [} L] 0 (] o L} o a
m. _.“lsn. 2013 ° [ [ o o [ ° ° ° [ o 0 [ 0 ° 0 0 [ 0 o
G || Other 2013 o L} L} L} o L} o L} a L} L] a L} L] o e [} L} o o
.q. ..o&! - 2013 ; a 0 o ] ] ] 0 0 ] [ [ 0 o 0 [ [ 0 0 0 0 [ I
-. Io..t.. 2013 (] ] L] ] 9 o (] a (] ] o [} L] o 0 (] 3 ] ] 0
..e- Other \ 2013 0 0 0 ° [ [ [ [ [ 0 0 [ [ 0 0 [ ° 0 o 0
10 . Othar 2013 (] ) o ] ] o [} o 0 ] ] (- ] (] ° [} ) ] a L
.: .n.vsa. _ 2013 I ° ! [ o 0 o o o 0 [ 0 0 ° 0 0 0 0 [ o 0 0
,.u. . Other 2013 o ] o [} (] ] (] o o (] ] [ ] (] [] (] ] ] (] (]
e
13| Other 2013 a 0 o o o o ] ° ° o [ [ [ [ [ o ] 0 ° 0
.I Other 2013 (] o o o (] [ ] o a o L} L] ] [} o @ a o L] (]
.Gu [ Other 2013 0 [ o [ ] ° 0 0 0 0 [ [ ] 0 0 [ ° [ [ .o
...n Other | 2013 [} a a o L] L (] o a ] L} B L L} L] (] Ll L} (] e
L
._.- "
.G
o
2 .
]
23
u
.3| ey
Nhn i
n Annuei Plenned Expenditures o L} ° [} 3 3 [} [} (] e ° . 0 [} [} (] ° L} (] [ ° [}
- Curmulative Reserve Balance LR 13788 | 1130248 | 18ATS | M7.250 7R84 BOSTI | TETAEY | TITE00  TEAMSR | TELE0S  TMASA | TISSS6  TOSTES  SSTAEY | SML0M1  BAASH1 | JMA00 23183t T | 100758 133849
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Compreh ive Capital Needs A 1t Schedule

Common Area Restrooms

Owner Sponsor Name:  Walknglord Housing Authonty Cument Year 2013 Number of Units: 50
Project Nama:  McGuire Count Budget Effeceve Date:  January 1, 2013 Total Square Feat. 21,792
Project City / Town.  Walingtord Report Date:  February 1.2013 Defaull Infiation Rate,  3.0%
[ Expecied | cumert| _ TO Initial _ ) Planned Expenditures by Year i _ _
Annual Rate | 1 2 3 4 5 [ 7 8 9 10 n 12 12 14 15 16 17 18 19 20 | Revitlization
Cost | otifation | % |Usetuilie|  Year [§ 3 Deforred -
| 3 & 2013 2014 2015 2018 2017 2018 2019 2020 2021 2022 2023 2024 2025 2028 2027 2028 2029 2030 2031 2032
Walin 1 1 10 2022 o a o o o o o o a 304 o o o o a [ o a o 09
I Celings [ 42 1 I 10 i 2022 . | [} . o o [} o a o L} L] L] o o (] L] Ll Ll L [} L] n
Sinka . . | 2013 il [ . 0 | 0 [ [ . 0 . ° [ [ 0 [ . 0 | o ° . [ ] [ . o | [ o
Tolets 2m3 o ] [} [} [} ) (] ] [} ] ] o [} o ] o ] ] ] [
.vua._.n... " . 2013 : : o . 0 . 0 0 0 [ ] ] 0 0 [ [ . ] 0 o 0 o [ 0 0
Accessories | [ . 2013 o . L] L] L] a ) a a L] . a L] L o (] L L} o . o L] L] . a
_q.ou.x.lu . ] 338 ! T 40 | 49 . 2022 - 1 i 0 [ . o ) w ‘ o . [ ‘ [ I [ | o . 440 [ . 0 | [ . ° | r ! o | o . ° [ 0 . 0
GFi Outiet [ . . . 2013 . a L] . L] L] (] o L} o L} | o a . L} (] a ] 0 L} o L] | L}
i OSL 2013 1 . @ ] [ 0 [ 0 [ ° . 0 | [ [ ] [ . [ | 0 0 ! ] [ | 0 ] 0
] ..os... . I . 2013 ¥ a L] L] [ ] [ ] o ] o 0 o o ] ° 8 [ ] ] ° |
!o.m.! . [ . | . 2013 : m i 0 . o | 0 [ [ 0 [ . [ 0 . 0 | 0 . [ m [ [ [ | 0 ] ] f [ . ] .
Other | . 2013 . . . [ L] o o o ] ] 0 @ ] (] o (] L ] ] ] [} o ]
= _ - : . & i ! —_— d Bl L ey .- 3" + 2 : . $ —__.. = T : - _ = ==k
DOiher 2013 o o o L] L] o o 0 0 L] a L] 0 L] 0 o 0 o L] 0
. Other | [ . 2013 . . L} L} L} L] L] L} e L] o o o o o L] L} L} L @ L) o
I Ofther . | | | 2013 o 0 [ . [ . 0 . o | ° { o | [ . 0 . [ o [ [ [ . ] | 0 [ ° [ o
Other [ I ] I 2013 17T . a L] L] | L} L] [} o L} o L} o ] L} L] o o L] L} ] . o ]
Accessibiily improvements 10,000 ADD 0 2013 4 10000 10,000 [ ] 0 0 0 ] 0 0 0 ° 0 0 [ [ [ [ [} ] o
Annuail Planned Expenditures (] 10000 19,000 . ° ° ° . LY (50 ] ™ | e ° 0 (IR A0 (] . ° [] ax L]
Cumutative Reserve Balance 1% 78 | 1439200 180780 | 525 | amaM | sosTy | TH0ss | Tiess | teases | Tsases | TMsa | 7i8a6 TOSTES 637,062 207301 54483 3406 | 251631 2NTE4 | 180756 133043
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Comprehensive Capital N

A

+ Sehadil

Number of Units,

Tolal Square Feel:

21,792

Dafautt inflation Rale:

3.0%

Planned Expenditures by Year

7 8
2019 2020

9
21

Building Mechanical
Curment Year 2013
Budgat Effective Date.  January 1, 2013
Repori Date.  February 1, 2011
1 2 3 4 5
03 204 2018 2018 017
[ 0 [ o o
L] [ L} L] a
o 0 0 o 0
o L] o [ ]
o . 0 0 o o
L] o o ] L]
o o o o o
o L] o o L]
0 | o [ o o
L o Q o o
0 o o 0 0
0 L] o o L]
o a [ o o
o L) L] [] o
o 0 0 o o
o L] ] . ] o
® e L] L] [ 3

1,818 .

Owner Sponsor Nama. Watingford Housing Authonty
Project Name.  McGuire Court
Project City / Town.  Walkngford
Current Total )M-l-““_n”f Current Total Iniia)
Cost ottnfation | "9 | Usetul Lite Year H H
| L L%}
Building Fire Suppression 2013
2| Buiiding Haating Distribution 2013
' iUEHS-.H Hot / Cald Walar Dist. . 1 2013
. Buiiding Sanitary Wasie & VenL 2013
i Maka-Up Air Unit 2013
Ventalation & Exhaust 2013
|>= Handing Uris 2013
0 Haat Pump 2850 . 2 | 15 2026 _.
| DHW Generalion 850 . 4 I 10 2019 I
_“ Dier 2013 .
Other N [ 2013 |
Other 2013
I Other 2013
Other 2013
I Other 2013
Oher 2013
|
Annusi Pisanad Expenditures
Cumuiative Reserve Balence e9 480

1.439,240

180750 | %7283 | amamM

000,573 787,083 777,600 T88,088 783,608 36,002

748,506 00,788 857,082 237,301

I 314,000 251,83 231784 180,758 133,043
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Comprehensive Capital Needs A 1t Schedule
Building Elevator
Owner Sponsor Name;  Watknglord Housing Authonty Current Year 2013 Number of Units. 50
Project Name:  McGuire Coust Budget Effectve Date:  January 1, 2013 Total Square Feet:  21.792
Projact City / Town.  Wakngiord Report Date;  February 1, 2013 Defaull Inflaion Rate.  3.0%
Current Tota!| Expected || Tota Initial _ i __Planned Expenditures by Year
[ Annual Rate | = Deferred 1 2 3 4 5 [ 7 8 9 10 " 12 12 1 15 16 17 18 19 20 | Revitakzation
Cost of tftation | UnsfuiLite Your m m 2013 2014 2015 2016 2017 2010 2013 2020 2021 2022 2023 2024 2025 2028 2027 2028 2029 2000 2031 2002
1 Shafts and Doorways 2013 0 a o 0 a 0 L] 1] L] n o a L] ] o 0 a a o a
2 .nl 2013 o L} L] a [ o o a L] Ll L] L} 0 ] L} o L] L) o L]
u ...os: 2013 0 0 ° o 0 0 ° [ [ ° ° ° [ ° o [ a [ o a
4] Omer 2013 0 ] ] 0 o a 0 (] o ] a (] 0 0 L] ] [ ] L] a
m. . Oiher 2013 0 o 0 0 [ ° o ° 0 0 [ ° [ 0 [ 0 [ 0 0 o
8 | Other 013 ] ° ] 0 () ] ] ] [ ] 0 (] [ 0 ] [] a L] o [
a.. E m&! 2013 - a 0 0 0 [ 0 0 o ° 0 0 0 ° 0 [ ] [ ° 0 o
8 | Other 2013 a ] o o L] o 0 ] [} ¢ o ] ] a ] (] (] (] ] (]
w. : Other N | 2013 . i a ] 0 0 [] 0 ] o [ [ 0 0 ) 0 [ 0 [ 0 0 o 0
_L | Other [ 2013 a o (] L} (] (] L] o (] ] ] ] [} (] o (] L] o (] ]
“_ ..05.: 2013 | 0 [ [ ° ] ° 0 0 0 [} ° L 0 [ 0 0 o o [ 0
ﬁﬂ; os! 2013 [ o o 0 ] (] ] 0 0 [ ] ] [ (] ] 0 ] (] (] ]
ﬂ_ o|s.= - . 2013 0 0 [ [ ! ° 0 0 ° o 0 [] 0 [ [ e. ° 0 [ ] 0
14| Other [ 2013 0 0 0 [ 0 o ] o o 0 ] ] o L] (] o ] o ] ]
r».. .n.us.. 2013 | 0 0 ° o | ° 0 0 ° 0 ° ° o ° [ 0 [ ° ° o 0
3‘4 i O§lu 2013 o o [ 0 o o L] o L] o o o o a o o o a o o
....\ 3 4 S =
18 [
._m. .-
2 .
2
px]
.y__ :
.».mu e __ = - = — _
27 Annusi Planned Expenditures (] (] ° 0 [} (] | ] ° (] (] (] (] | L) (] (] [} (] (] [} ° (] (] (]
a Cumulative Reserve Balance nin 1ares | 119300 150788 7251 | 6MIK | eSS TWee | TIem | Tonses | 7s3ses | T | 71836 | 70n70 | eSTaE2  awset | seAss | 3tems | zsiem | 23174 | 1eaTse | 13384
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McGura Court - SS 27872013

Unit Living
Owner Sponsor Name:  Walkngtord Housing Authonty Curent Year 2013 Number of Units: 50
Project Name:  McGuire Courl Budget Effectve Date:  January 1, 2013 Total Square Feet: 21,792
Project City / Town:  Walkngford Report Date:  February 1 2013 Default Inflaion Rate; 3 ("%
Cument Total| Expected | | Tota Initial _ _ Planned Expenditures by Year _
| Annual Rate 1 2 3 4 [ [ 7 [ 9 10 " 12 1 4 15 18 1” 18 19 20 | Revitatization
Cost | ofinfation | "% |usetuilie|  Year |8 3 Defurred |
| | S S 2013 2014 2018 2018 2017 2018 2019 2020 2021 2022 2023 2024 2028 2028 027 2028 2029 2030 2031 2032

1 Interior Doors 2013 a a o L] a [ o o L] a n o ] [] o o 0 L] o 0
n._ i i.ln 2013 L} o L] o L] . o [} o L] o [} L] L] [} L] L} L) a L} L]

u I Coilings ‘ 2013 0 0 o ° o | o o ° 0 0 0 0 0 | [ 0 0 [ ° B ]
.u. ] Interior Stairs 2013 (] ] ] o i 0 ] 0 ° [ ° 0 0 [] [ [ [ o ] °

s 3&.... 3,765 . . 1 1 2013 1768 187 1994 e 4218 4385 4456 4630 4789 492 5.060 5212 5368 5528 5695 5,066 6042 6223 8410 6602
6 | AC Siseve [ 2013 ] (] o (] ] (] ] (] ° [ ] . [ [ ] ] ° o 0 a 0
~l m_u.n..ﬁ. Outlets [ 2013 I | [ [ [ [ [ [} ° [ . ° ° 0 . [ r 0 0 [ [ 0 ° ° |
.m. Cn.s!nln.l_!l 203 [} L} L} L} L] a L] [} o [} 1] ] L] L] L] [] o [} o a
u n.§-. 2013 . | 0 0 [ 0 0 0 o [ 0 [ 0 [ ] . [ 0 0 [ 0 0 o [
_.L .On.l 203 o L} a a o L] [} (] a a L [} o o L} a L] a L] L]
:l ..Iosﬂ. - _ ‘ ! 2013 0 ° 0 0 0 ° 0 0 | 0 0 ° . 0 o | ° ._. [ ° 0 [ [
dn, Other 2013 L] L] Ll L] (] o ] o o L] o o o o o L] [} L] L} a
_ﬂ |o=== ] ) .~m_u ° 0 o 0 o | o 0 0 0 0 0 . ° 0 0 ° [} o o 0 [
1“4 .05! 2013 o o o o [} 0 ] L] [} L] o o o . [} 0 o o o 0 o
4 !

15§ Other 2013 g 0 0 ° o [ [ [ o 0 0 ] o o ° ° 0 [ [ 0
.M_ [ Os.l. 5 i 2013 0 a o [ o Q o L} o o o o o o L] 0 0 o L] o
17| Accessitikty improvements 7.525 ADD 0 2013 4| 7525 7525 [ ° [ [ 0 0 [] 0 [ [ ° [ ° 0 0 0 o 0 0
wf . |

._.u 8 4 L2 -

20

2 ]

2

Fi]

u = 1

25

28

2t Annusl Plannad Expenditures . 7528 11,200 m by % 4114 ey 45 440 48% 470 4812 5,080 8212 8368 5520 8,808 8388 042 | (F-.] 8410 sen o
28 Cumulative Reserve Balance R 1a7s | 110040 | 180788 7251 e mosTs | Taes  Trreon | Tensss | Taams | TG | 71836 | TosTES | esasr | T8t | sedem Nage  2men | 217m | teerss | 1
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Comprehensive Capital Needs Assessment Schedule

Unit Kitchens
Owner Sponsor Name:  Walhngford Housing Authority Cumrent Year 2013 Number of Unkts. 50
Projact Nama.  McGuwre Courl Budget Effectve Date  January 1, 2013 Total Square Feet. 21,792
Project City | Town:  Walingford Report Date:  Februsry 1, 2013 Defaull Inflation Rate:  3.0%
! Corrent Total| Expected | | Tota Initiat Planned Expenditures by Year i
Annual Rate 1 2 a 4 5 [} 7 8 9 10 11 12 13 14 15 18 7 18 18 20 | Ravitaiization|
Cost | ofinfaon | " | usetuitte| vear [ 3 Deterred
| 8 S 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
1 wals 2013 a o o o o ] 0 [ i 0 o a 0 o o o o o [ a
2 || Celings 2013 L] | o [} [ L] 0 (] 0 o (] (] (] (] ] [} (] 0 ° (] 0 (]
M |v..S.L. . LD 1,140 N \_ 1 2013 B 1,140 1,174 1209 1248 GR_ 1322 1,361 1402 1444 1487 1512 1578 1625 1674 1724 1776 1829 1884 1841 1989
4 . Cabineta 2013 ° o U (] [} [} 0 (] [} o (] (] [} [} o (] [} o (] ]
m. . Countsriops | | 2013 o [ o | 0 ° o o 0 ° ] 0 | [ ° 0 o 0 [ [ 0 [
n. | Sink 2m3 o o ] o ] o ] [] ] o 0 ] a o ) [] o ° [] [}
i 7 . Kitchan Exhaust Fan 2013 o 0 o . [ ° 0 0 0 0 0 [ [ ] o 0 o 0 [ [ [
8 | GFiOullet 2013 a a L) o L] L] L} o L} a L} o L] o o o . o ] L] L}
8 | Vent Hood 2013 0 [ o [ [ o 0 [ 0 ° [ [ [ ] o o 0 ° [ o
a.BA_ | tg 2233 1 1 2013 223 2300 2389 2440 2544 2589 2,087 2747 285 294 300 aon 1184 3.200 3378 3470 158 g 3802 aete
:. ..m.e; 1,088 1 1 2013 1088 1120 1154 1188 1224 1.261 1299 1,337 1 1378 1418 1462 1505 1.551 1897 1845 1694 1,745 1797 1851 1807 |
.._n. Range 2M3 0 a o 0 [} o ] o L] o a [} [} [ [] L] L] (] L] 0
..u. Dishwasher 2013 0 0 o o [ o | o 0 0 0 [ [ [ 0 0 [ 0 0 [ 0 0
:. . Disposal 2013 o o L} o a o o o o 0 o o o 2 o [ [} o o (]
_m. Otner 2013 ) o [ 0 0 [ o . [ [ [ o . 0 0 0 0 [ ] ° o o
.S .05! 2013 0 . (] (] [ ] 0 o i o o ] ] L] ] L] a o 0 [ o 0
.:J i nu!..s... | 67,500 i 40 p13 2013 13.500 13.905 1832 14752 | 15,194 0 o | [ [ 0 [ . o ° [ [ [ . [ 0 [ [
3. | .ﬂn.!_ Exhaust Fan 14,060 . 40 -] 2013 2810 2894 290 am 3161 ] ] o (] ] 0 (] (-] (] o a ] ] g o
.. .u. s L | - L. _
.~o 7y
.N_ —___ & b 1
z
H..
24
.um.
Rn 4
2 Annual Planned Expenditures ° ° 27 2134 2o ae nsn | s sy 5458 st su0 5,008 8178 (2] 881 747 1850 7,158 1373 TA% Tan .
28 Cumuiative Reserve Baiance 0,198 178 | 1130248 1SANTE 847250 STRAM4 G0GSTS | TET.003  TTTE00  TEAMED  TSI0NS  TMOAZ  Ti55%0 Cresres | e | oerser | SUEH | A0 29183 IMTE4 HATSE  133.34)
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Comprehensive Capital Needs Assessment Schedule

Unit Mechanical
Owner Sponsor Name:  Wabingford Housing Authority Cumenl Year 2013 Number of Umits. 50
Projact Name.  McGuire Courl Budgel Effecive Date.  January 1, 2013 Total Square Feet: 21792
Project City / Town:  Walingford Report Date;  February 1. 2013 Defaull Inflation Rate.  3.0%
Cument Total | Expected Current Total Inittal _ Planned Expenditures by Year _
Annual Rate | = . o Deferred 1 2 3 4 5 6 7 8 [} 10 n 12 12 L) 5 18 7 18 19 20 | Revitalization
Cont of infatien | Usetul Lite Year 3 3 [ 2013 2014 2015 2018 2017 2818 2018 2020 2021 2022 2023 2024 2025 2028 2027 2028 2029 208 2031 2032
il (3] (1]

1 | Radators 2,381 | 1 2013 2381 245 2526 2602 2680 2761 25843 2929 1016 3107 3200 1208 2395 3497 1602 a0 a8 3936 4054 41T
2 [ ci.—i-oﬂ; 2013 ] (] ] ] (] 0 o ) Q ] 0 o 0 (] (] o [} o ] 0

3 3 >=na=..ao=-a.:a:w_a¥¢ 2013 o [ o [ ° ° [ [ o ° 0 0 0 ° 0 0 [ 0 [ 0
L . Other 2013 L] o ] ] o o o o (] o ° ] [ [} o ] (] ] 0 ]
.m Othar 2013 o [ [ 0 ] 0 0 [ 0 [} o 0 o [ 0 0 [ 0 [ 0
—.a Other 2013 [ L o 0 a o L] L] L} o L} o a L} L] L L] o L} L]
___I [ Chhar 2013 o 0 0 0 [ [ 0 [ [ 0 0 0 [ ] 0 0 o [ 0 0
o. Other 2013 (] (] [] 0 [} [} o 0 (] 0 L ] [ [] (] o ° (] L] (]
.m. i Other 2013 ! 0 [ o 0 0 ° 0 0 0 0 0 [ o [ 0 [ [ 0 0 0
10 ] Other 2013 ] (] (] (] o (1 ] (] [} [} [} 0 0 0 0 a ) o ] o.
1) Other 2013 1 [ 0 ] 0 0 ] 0 [ ] o [ 0 [ o ° ° 0 0 ° o
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RECAP

REAL ESTATE ADVISORS

To: Owners of Multifamily Apartments in the
Connecticut State-Sponsored Housing Portfolio
Capital Plan Study Group

From: Recap Real Estate Advisors Capital Plan Team
Date: October 1, 2013

Subject:  Site-Specific Capital Plan Property Analyses

You are receiving this package because you are the owner of one or more properties in the
Connecticut State-Sponsored Housing Portfolio. The Connecticut Housing Finance Agency
(CHFA) has hired Recap Real Estate Advisors (Recap) to develop a Capital Plan for the
portfolio. The Capital Plan will help CHFA and the Connecticut Department of Housing (DOH)
to plan for potential State-funded capital investments in the portfolio and for the potential award
of additional Rental Assistance Payment (RAP) contracts to some properties in the portfolio.

As part of the Capital Plan effort, Recap was asked to study each property individually and to
develop property-specific recommendations. These recommendations are based on the data
which is currently available in the course of a broad reaching project such as this. When we
aggregate the property-specific recommendations into the overall Capital Plan for the portfolio,
the Plan should provide a framework which is flexible enough to incorporate more information
over time.

Owner Review and Comment

We have also committed to providing you, as the owner of each property, with an opportunity to
react to and comment on the property-specific information before it is incorporated into the
Capital Plan report for CHFA. This package includes all the material which you should review.
In this package, you will find the following documents:

e Guidance for Understanding and Using the Site-Specific Capital Plan Property Analysis.
This describes the components of the Property Analysis report and how certain

assumptions and data are used in the analysis.

e Property Analysis. This document includes summary information about the research we
incorporated into our analysis as well as the property-specific recapitalization strategy
recommendation.

e A Capital Needs Assessment for each Property. Over the course of the last several

months, a capital needs analyst from On-Site Insight (OSI) met with you or your staff,
conducted a site visit and prepared a capital needs assessment (CNA). The CNA was
shared with you or with the contact you designated, at which time you were invited to
offer comments. Enclosed in this package is a duplicate copy of CNA which was
finalized following the comment period.



e A Market Analysis. Recap engaged AMS Consulting to do market studies on a sample of
about one-third of the properties in the portfolio. If your property was not one of the ones
in the sample, the market analysis in this package is the one that most closely applies to

your property.

e A Town Market Scan. AMS Consulting also prepared an overview of the market for
every host municipality. Typically, these are attached at the rear of the Market Analysis.

Please review the Property Analysis for any factual errors or misunderstandings which would
allow us to present a more appropriate recommendation. Please also feel free to identify
subjective disagreements with our recapitalization suggestion, which we will consider in making
our final recommendation within the Capital Plan. To the extent appropriate, when we disagree
with or can’t incorporate your comments, we may quote or paraphrase your concerns in a
supplemental page attached to your Property Analysis and included as part of the Capital Plan
report to CHFA and DOH. The final report will be made available on the Internet and you will
be able to access and review the final Property Analysis delivered to CHFA and DOH.

How to Provide Comments

Please submit your comments to CHFACapitalPlan@RecapAdvisors.com. If we have questions
or need addition information to respond, someone familiar with your property will contact you.
Please make sure to include your contact information, the name of the property, the town and the
CHFA number in your comments. Please submit your comments as soon as possible in order
to give the team time to resolve them. Comments are due no later than October 15, 2013.

How to Learn More

There is a lot of information in this package, including Frequently Asked Questions. In addition,
Recap, CHFA and DOH have organized a webinar during which you can ask questions in
connection with your review of the materials. The webinar information is as follows:

Monday, October 7, 2013, 9:00 a.m. — 10:30 a.m

Registration is required. Registration and dial-in instructions will be
distributed to you by e-mail on Wednesday, October 2. If you have not received the
Webinar invitation by close of business Thursday, October 3, please contact

CHFACapitalPlan@RecapAdvisors.com

For those without internet access or with limited comfort with computer-based presentations,
CHFA has arranged for you to be able to watch and listen to the webinar on the screen from the
CHFA offices. In order to take advantage of this assistance, please register with Jovanna Mejia
at jovanna.mejia(@chfa.org or call her at 860-571-4376. CHFA staff will be present to assist you
in navigating the technology and in posing questions to the webinar presenters.

We hope that the final Capital Plan recommendations will be useful to you as well as to CHFA
and DOH. We understand that the Capital Plan process has imposed upon your time and energy,
and we appreciate your participation in the process. Thank you very much.
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Background on the Capital Plan
A. Overview

The Connecticut State-Sponsored Housing Portfolio is a portfolio of approximately 300
properties with a total of over 13,000 units located all over the State. It includes family
properties and those serving seniors and individuals with disabilities. While most of the
properties are independent living rental communities, some are congregate living properties,
offering meals and services for seniors who are not as independent as they once were. Still
others are limited equity co-operatives and “mutual housing” properties.

Most of the properties were built quite some time ago and, given their age, have significant
capital needs which the owners have been unable to address due to limited resources.
Recognizing this need and in an effort to protect the State’s investment in the portfolio, Governor
Malloy has proposed a $300 million fund over 10 years to recapitalize the Connecticut State-
Sponsored Housing Portfolio. The Legislature, indicating general agreement with the
Governor’s initiative, has already committed funds for the first two years of this effort (FY2012
and FY2013).

In order to benefit from an objective, third-party analysis of the portfolio’s needs, the
Connecticut Housing Finance Agency (CHFA), in consultation with the Connecticut Department
of Economic and Community Development (DECD), now the Department of Housing (DOH),
has engaged a team led by Recap Real Estate Advisors to develop a Capital Plan to provide an
evaluation of the physical, financial and operational needs of properties in the State-Sponsored
Housing Portfolio. The total Capital Plan engagement covers 305 properties. For a few
properties — specifically the homeless housing portfolio of 20 sites — the Plan only included the
preparation of a capital needs assessment. Of the remaining 285 properties, with 10,967 units,
the plan included more detailed modeling, although the nature of the analysis for the 21 limited
equity cooperatives was more discrete than for the rest of the portfolio given limited data
available and the ineligibility of these properties for some of the funding programs available for
multifamily rental communities.

While the Capital Plan examines each property individually and develops a recommended
transaction for each property, it is important to emphasize that these recommendations are based
on currently available data. The Capital Plan provides a framework for making policy decisions
regarding the modernization program, but it is a broad investigation designed to frame policy
discussions and is subject to adjustment with respect to the particular properties both over time
and as additional information is gathered.

B. Goals and Objectives

The underlying goal of the Capital Plan is to develop a strategy to modernize the State-
Sponsored Housing Portfolio in a way that ensures the long-term sustainability of the properties
in the portfolio while providing an affordable housing resource for the citizens of Connecticut.



At a more granular level, this overarching goal translates into the following more detailed
objectives:

e Ensure that the properties are on a long-term sustainable trajectory;

* Reflect a realistic understanding of the capital needs in the portfolio and of the funding
availability;

e Provide a framework for making decisions about the allocation of the State’s investment,
including funding and timing decisions;

* Leverage other resources, such as private debt or low-income housing tax credit equity,
to minimize the public subsidy requested,

» Consider changes in the operations or affordability of the properties as necessary to
assure sustainability and to leverage outside resources;

* Assure that the portfolio provides quality, market-responsive affordable housing options;
e Minimize changes in the portfolio’s current levels of affordability; and

* Protect the current residents from displacement in the event of any changes in the long-
term affordability of the properties.

Through the course of the analysis, the relationship between the capital needs and the operating
subsidy needs of the portfolio has taken center stage. The data makes clear that the capital needs
of the portfolio are intimately tied to the current revenue levels — the current base rent levels and
the current operating subsidy available. Many owners serve extremely low income households
without a rental assistance contract or other form of operating subsidy and for most owners —
with or without operating subsidy — the modest annual revenues have resulted in an accumulation
of capital needs. The Capital Plan anticipates the award of some new operating subsidy
contracts, but for those properties that don’t receive new RAP contracts, the tension between
maximizing affordability and stabilizing their revenue projections will remain.

Given the interplay between affordability, operating subsidy and rental assistance payments on
the one hand and the ability to pay for long-term capital needs on the other, the Capital Plan
analysis seeks to disaggregate these elements. The analysis has identified the revenue each
property needs to operate sustainably for the long term — over 20 years. It separately identifies
the capital subsidy needed to modernize the portfolio. By separating the two issues, the Capital
Plan tries to present a more accurate picture of the State-wide annual cost associated with
providing affordable housing to the lowest income households in the State.

C. Methodology
The Capital Plan is based on four major streams of data compiled over the past year. They are:

* Financial and operating data, drawn from the CHFA databases. This data was originally
provided by you, the owners, and includes the most currently available version of each



property’s operating expense history, rent levels, occupancy data and wait list data when
the site analysis was begun. In most cases, this corresponds to 2010 or 2011 data.

e A recent capital needs assessment for each property, either newly commissioned in
connection with the Capital Plan and completed in the Spring/Summer of 2013 or
provided by the owner. The CNAs used the standard CHFA format and projected 20-
year needs across 19 building components.

e Market research, including both a town market scan for every municipality in which
portfolio properties are located and a more detailed property assessment for a sample of
125 representative properties — over 40% of the portfolio. The sample was selected for
maximum applicability to nearby properties and examined the rent levels which could be
achieved in the market, the demand at different affordability levels and potential
absorption rates for different rent structures. The property assessments reflected a study
of comparable properties in the community, with adjustment for amenities, unit sizes, etc.

e An owner survey which was sent to the owner contact on file with CHFA for every
property in the portfolio. The survey sought to identify priorities and concerns across the
portfolio and to explore topics including site operations, finances, asset management
planning, recapitalization transaction expertise and resident and board engagement. We
received a 98% response rate.

The Capital Plan effort also included additional research on green enhancements and
architectural enhancements at sample properties. This research is intended to explore ideas for
optional enhancements, which could be examples for properties across the portfolio, and to allow
us to quantify the cost premium associated with a more ambitious green or physical
redevelopment agenda. The specific additional research included:

e Green Capital Needs Assessments for a sample of 12 properties, which examine greater
energy modeling and identify green solutions to a property’s capital needs issues.

e Architectural revitalization concepts for a sample of 12 properties to generate discussion
of what might be on the table if an owner were to pursue a vision other than
recapitalization of the property as-is.

With this foundation of information and based on a series of assumptions developed in
consultation with the State, the Capital Plan team has developed a draft recapitalization plan for
each property — a draft site-by-site property analysis. The budgets for these site-by-site property
analyses were then rolled-up into an aggregated budget for the entire portfolio. The site-by-site
analyses were then revised to align the recommended expenditure of State’s capital subsidy and
rental assistance payment contracts with the proposed availability of those resources over the
next several years. (The Governor’s capital plan proposal anticipates the availability of some
new rental assistance payments — RAP — contracts. These contracts would be in addition to the
RAP contracts currently available across the State and are not proposed to divert funds from
other properties currently receiving rental assistance payment support.) The revised site-by-site
property analyses are being distributed to the owners for review and comment with this
guidance.



Below is a graphic illustrating the process through which the Capital Plan is being developed.
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Structure of the Site-Specific Capital Plan Property Analyses

Each Site-Specific Capital Plan Property Analysis consists of ten sections, which fall into three
major categories — baseline property information, followed by observations and
recommendations with respect to operating and expense pro formas and with respect to capital
transactions. Within each section, the report is structured to provide data along the left side of
each page and a brief narrative interpreting the data along the right side of the page. The ten
sections of the plan are:

Baseline Property Information Sections:

e Property Identification
e Property Description
e Current Operating & Capital Needs Status

Operating and Expense Pro Forma Observations and Recommendations:

e Revenue Adjustments Prior to a Recapitalization Transaction
e Revenue Adjustments Concurrent with a Recapitalization Transaction

Capital Transaction Observations and Recommendations:

e Transaction Options

e Recommended Transaction and Transaction Assumptions
e Summary of Recommended Transaction

e Summary of Capital Needs & State Subsidy Needs

e Scenario Pro Formas

Each of these sections is described in more detail in the remainder of this document.



3.

Baseline Property Information Sections

Page 1 of the Property Analysis consists of the Baseline Property Information sections. An
image of a sample hypothetical property is set forth below.

CHFA Capital Pisn Property Ameisimwnt - HoMer Flare

CHFA Property [desification #: 999D
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The basic property identification includes the transaction name, location, unit count, census tract
and Congressional District (See A, above). Within the portfolio, there were a number of
properties that are adjacent to each other, are operated in a consolidated manner, or would be
most appropriately recapitalized as a small grouping of properties. The Capital Plan
recommends consolidation as much as possible, as it is extremely difficult to finance small deals
with material private sector leverage. This judgment is relatively straightforward when the
properties are adjacent and are fundamentally phase 1 and phase 2 of the same operational
program. However, the Plan also recommends consolidation if there is a cluster of properties
under common ownership in the same area, which may or may not correspond to operational
efficiencies.

If the Capital Plan recommends that the properties be consolidated for purposes of future
recapitalization, the Property Analysis reflects a consolidated analysis of the properties. The
basic property information includes a reference to which properties are included and the
program(s) they are currently operated under (see B). The Property Analysis also includes a
short summary description of the consolidated property(ies) and key features, such as the number
of buildings (see C).

The first page of the Property Analysis also includes a summary of fundamental data from the
research, specifically the aggregate capital needs of the property over the next 20 years (see D)
and the 2014 projected net operating income (NOI) (see E). The readers should note that
projected 2014 operating income is trended from the most recent data available to the study
team, which was generally either 2010 or 2011 data.

The data on this page should be factual information familiar to you. If there are factual errors,
please bring them to the attention of the Capital Plan team.



Observations & Recommendations:
Operating and Expense Pro Formas

A. Immediate Revenue Adjustments

Pages 2 and 3 of the Property Analysis examine the property’s net operating income (NOI)
potential under various repositioning strategies. On Page 2, the Property Analysis explores the
potential for revenue adjustments which could be implemented in 2014, prior to the
implementation of any recapitalization transaction.
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As the base rent is established by each owner, the base rent charged varies from property to
property and, as a result, the average resident income relative to the Area Median Income (AMI)
differs from property to property. The Property Analysis identifies the current base rent and the
household income level relative to the AMI for which the base rent corresponds to 30% of the
household’s income — an estimate of affordability (see A). If the property has structure deficits
due to a revenue problem, the Capital Plan may recommend the property to receive a new rental
assistance payment (RAP) contract, which would be identified in the associated narrative (see
B). The Property Analysis also explores what the base rent would be if the State adopted a
standard policy that, beginning in 2014, all base rents equal the greater of a) the current base rent
or b) 30% of the adjusted gross income of a household at 30% of AMI for the applicable
household size, provided these levels do not exceed the local market as indicated in the market
studies (see C). This approach has significant policy implications, which are discussed briefly in
the Property Analysis (see D) and will be discussed in more detail in the Capital Plan report.



Whether or not this is a desirable strategy, the base rent adjustment would represent a significant
rent increase for some households. The analysis identifies the number of households that could
be affected by such a change (see E). The narrative briefly references the ways this change could
be implemented to protect current residents (discussed in more detail in the Capital Plan report)
and identifies what subsidy would be needed on an annual basis to continue providing housing at
the current levels of affordability long-term (see F). In addition, the analysis includes, as an
alternative, the amount of operating subsidy which would be needed to protect current
households during a transition period assuming that, through turnover and incremental rent
increases, the subsidy tapers down over a 10-year period (see G). This tenant-protection subsidy
was not contemplated prior to the development of the Capital Plan so its availability is currently
unclear.

B. Future Revenue Adjustments Concurrent with a Recapitalization Transaction

Page 3 of the Property Analysis takes this line of thought one step further, considering the
potential for income tiering to improve property revenue at the time of the recapitalization
transaction. The Capital Plan team assumed that income tiering would not be viable absent
additional investment in the property to position it to appeal to higher income families, albeit still
within regulatory definitions of low-income households.
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Clarmest. Proposed With the revenue generated by the increase in the base rat or the previsian of an equivalent aperating subsMy, the property
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The Capital Plan proposes the implementation of these revenue enhancements only fo the extent
necessary to ensure the property’s long term sustainability on an operating basis. 1f the
property is projected to maintain a positive net operating income (NOI) throughout the 20-year
analysis period with only a base rent adjustment, the team did not consider income mixing.
Further, the team assumed that a significant percentage of units will be reserved for households
at the current average resident income even in an income-mixing scenario. The Property
Analysis indicates the current income mix and the potential income mix (see A), as well as any



additional base rent increase which might occur at the time of a recapitalization transaction
(see B). If the property is proposed to get a new RAP contract, the new RAP payment standard
would be reflected in the post-transaction base rent figure.

As described above with respect to the base rent increase, the analysis also indicates the subsidy
that would be needed on an annual basis to continue providing housing at the current levels of
affordability long-term (see C) and the amount of operating subsidy which would be needed to
protect current households during a transition period (see D). In the income-mixing scenario, the
Capital Plan assumes a more rapid, 5-year transition period as most lenders and investors would
be unlikely to assume that the income-mixing strategy would be effective long-term without
either an up-front adjustment or a more accelerated transition. The potential for income tiering is
constrained by the potential to attract a higher-income tenant demographic. The Analysis

identifies which of the property market assessments was used for purposes of the analysis
(see E).



Observations & Recommendations:
Capital Transactions

The remaining 5 pages of the Property Analysis examine the potential recapitalization
transactions for the property.

A. Transaction Options

The Capital Plan analysis models five different transaction scenarios for each property and

considers the prospect under each scenario to address the property's capital and operational

needs. The scenarios are: (1) Current, (2) Recoverable Grant, (3) CHFA/FHA, (4) 4% Low
Income Housing Tax Credits (“LIHTC”), and (5) 9% LIHTC.

1. Current Scenario

The first scenario, the “Current Scenario” assumes the property continues operating as it is
currently operated, with no material change in the base rent and no implementation of income
mixing strategies to improve the property's revenue position. Consequently, there is no adverse
impact on the current residents or on the opportunity to serve households like them into the
future. The Current Scenario also assumes that the property pays for its capital investments on a
year-by-year basis according to the timing projections contained in the capital needs assessment.

In performing capital investments on a year-by-year basis, it is assumed that each trade would
come to the site independently, without the need for overarching coordination. The Current
Scenario does not include a budget for a contractor’s general requirements, overhead and profit.
If needed, the owner would serve as the general contractor for the work, managing any
coordination among the trades and sequencing the work appropriately. The Current Scenario
also does not include an allowance for soft costs (architecture or design, relocation, etc.), since
implementation of capital investments would be absorbed into the routine operation of the
property. Finally, since the Current Scenario does not anticipate a unitary recapitalization
transaction, the budget does not include funds for transaction costs (legal fees, financing costs,
required reserves, due diligence costs, sponsor overhead and developer fee).

For some properties, projection of the Current Scenario indicates that they are currently self-
sustaining and will continue to be self-sustaining into the future without significant need for
State assistance. At these properties, revenue is sufficient to cover the property’s capital needs,
either through the annual budget or through the use of replacement reserves.

For other properties, the Current Scenario indicates that the property cannot sustain itself without
regular and significant financial support and assumes that the State funds the needs of the
property on an annual basis, closing any operating deficit gap and providing capital subsidies to
perform the work proposed. With respect to these properties, the Current Scenario is neither a
sustainable nor an efficient strategy for the State, as it would require the State to have a much
more active role in supervising both capital and operating budgets. Where the owner has limited
knowledge of construction and capital investment projects, the need for State supervision would
be even greater. This level of oversight would correspond to a higher degree of accountability
by the owner to the State and represents a level of on-going dependence on the State which is in
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tension with the goal of making the properties self-sustaining over the long-term. However,
under current programmatic assumptions, it is the most viable option and therefore
“recommended.” The Capital Plan report will outline programmatic recommendations to reduce
the number of properties recommended for the Current Scenario.

2. Recoverable Grant Scenario

The second scenario, the “Recoverable Grant Scenario,” represents a more typical transaction,
but would be heavily reliant on subsidy, if available. The Recoverable Grant Scenario assumes
any necessary revenue adjustments to achieve a positive net operating income (NOI) over the
long term, for example, through an increase in base rent and/or introduction of a mixed-income
framework, or the equivalent revenue from federal or state operating subsidy, if available. The
Recoverable Grant Scenario envisions a streamlined allocation of funds from the State to the
property, implemented with standardized documents and minimal legal or due diligence
transaction costs. The Recoverable Grant, also known as “soft debt,” would be repaid to the
State to the extent possible from cash flow. The Recoverable Grant Scenario is most frequently
selected when the transaction is too small to warrant the transaction costs associated with
alternative financing or if the market is too weak to support debt or equity leverage.

3. CHFA/FHA, 4% LIHTC & 9% LIHTC Scenarios

The three remaining scenarios, “CHFA/FHA,” “4% LIHTC” and “9% LIHTC,” correspond to
different leverage transaction structures. Each scenario includes transaction costs appropriate to
the nature of the transaction. For example, legal fees in the two LIHTC scenarios are higher than
in the CHFA/FHA Scenario. Typically, the CHFA/FHA scenario would generate the least
amount of funds for capital improvements and the 9% LIHTC scenario would generate the
greatest amount, with the 4% LIHTC scenario falling in between.

The CHFA/FHA scenario assumes a CHFA-issued or FHA-insured first mortgage with no other
financing. The Capital Plan does not presume however that these transactions will be
implemented with any specific type of debt. This scenario is simply a “debt-only” approach and
would work with most first mortgage debt offering favorable terms.

The two LIHTC scenarios assume both debt and a syndication of low income housing tax credits.
The 4% tax credits rely on the use of tax exempt bond financing and are generally available
when needed. (The analysis assumes that the tax exempt bonds will be used for construction
funding in order to generate the tax credits, but may not remain outstanding at the full amount
after permanent debt conversion.) The 9% tax credits are a competitive and scarce resource so
cannot be assumed to be available for very many properties. In fact, the Capital Plan has not
recommended any transaction for 9% LIHTC as the baseline recommendation, as the team
assumed a few properties each year would seek to implement a more complex revitalization or
deep-green transaction, which would compete for the 9% LIHTC resources. The Capital Plan
modeling does, however, illustrate the potential funding which might be available if a property
were to be financed with 9% LIHTC equity. In each of these scenarios, the Capital Plan assumes
that any subsidy from the State would be provided in the form of a recoverable grant or soft debt,
and would be repaid to the State to the extent possible from cash flow.
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4. Underwriting Principles and Modeling Assumptions

In preparing the recommended transaction structure for each property, Recap is applying the
following primary underwriting principles. Note that these underwriting assumptions apply to
the entire 10-year Capital Plan period, so they do not necessarily conform to current market
underwriting.

Positive net operating income (NOI) for 20 years in order to ensure long-term
sustainability unless a debt or financing transaction would require a higher NOI level at
specific points in time. For example, we expect LIHTC transactions to maintain a DSC
ratio in excess of 1.10 throughout the 15-year compliance period which, for transactions
beginning in the last year of the 10-year Capital Plan, would end 25 years from now.

Income trending at 2%, expense trending at 3%, pursuant to both CHFA and common
industry underwriting standards.

Base rent increases up to 30% of the adjusted gross income of a household at 30% of
Area Median Income (AMI) if necessary to maintain positive NOI. Note that the analysis
is also quantifying the rental assistance operating subsidy needed to protect the current
tenants on a transitional basis and the operating subsidy necessary to maintain the
affordability of the units at the current levels of affordability long-term in order to
quantify the impacts of these important policy choices.

An income-tiered model which establishes a higher base rent for a subset of units in the
applicable property if an increase in base rent by itself is insufficient to maintain
positive NOL To the extent mixed-income housing is suggested, Recap is using the three
income tier brackets which CHFA uses in its 9% LIHTC underwriting: 0% to 25% of
AMI; 25%-50% of AMI; and over-50% of AMI. Units in each tier are reserved for
households with incomes within the tier. The base rent for each tier is calculated off a
30% of AMI household income, a 40% of AMI household income and a 55% of AMI
household income, respectively. All of the incomes reflected in any “mixed income”
plan are still within the definition of “low income” and the property would still be use
restricted as affordable housing. If income tiering is proposed for consideration, it is only
to the extent necessary to achieve positive NOI and units are distributed among multiple
income tiers. For example, if use of the 50% and over tier is not necessary to achieve
positive NOI, Recap has modeled a tiering distribution using only the two lower-income
tiers. Any income tiering is also capped by the market capture rate potential as
documented in the market research. If income tiering can only succeed with physical
enhancements to the property, a rough budget for the enhancements is included as a
supplement to the capital needs projection. Again, the models quantify the operating
subsidy which would be needed to protect the current tenants on a transitional basis and
the operating subsidy necessary to achieve the same level of revenue without income
tiering.

Transaction years based the timing of the property’s greatest need with respect to critical
building systems and on the extent of needs per unit.



e Deferral of non-critical capital needs until the transaction year and deferral of critical
capital needs calendared in the three years prior to the transaction until the transaction
year.

e A threshold of approximately $1,000,000 in tax credit equity investment in order to
consider the property viable as a low-income housing tax credit transaction. Even at this
level, it may be hard to attract an equity investor to such small transactions absent
additional assistance from the State.

e Vacancy at the greater of the most recently reported property vacancy or 5% in debt
transactions and 7% in LIHTC transactions.

e 5% property management fee in all transactions.

e $350 per unit annual replacement reserve deposits at elderly/disabled properties and $425
per unit annual replacement reserve deposits at family properties.

e Operating expense savings of 5% on utilities and maintenance following the
recapitalization transaction.

e Interest rates at 4.95% for debt-only transactions, 5.33% for tax-exempt bond (4%
LIHTC) transactions and 5.68% for 9% LIHTC transactions.

e Equity syndication pricing at $0.83 per $1.00.
e Recoverable grant or soft debt repayment based on 50% of cash flow.

Page 4 of the Analysis introduces the transaction options for each property. This page includes a
summary of the capital subsidy needs (see A) and of the capital subsidy plus operating subsidy
needs (see B) associated with each of the transaction options. Page 4 also includes a brief
summary of the potential scenarios modeled (see C).
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B. Recommended Transaction

Page 5 of the Property Analysis outlines the recommended transaction type and proposed
transaction year (see A), key underwriting assumptions that vary slightly from transaction to
transaction (see B) and the capital subsidy which would be needed from the State in order to
implement the proposed transaction (see C). Page 5 closes with a snapshot of both the short- and
long-term picture of the property under the recommended transaction and a general transaction
summary (see D).
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The selection of the recommended transaction considered multiple factors, including the desire
to leverage State funds with private resources through debt and LIHTCs, the limited availability
of competitive resources such as the 9% LIHTC, and the effort to minimize the subsidy to be
requested from the State, considering interim capital subsidies, transaction subsidies and
operating subsidy needs. The Capital Plan team also evaluated whether the transaction costs of
the leverage transaction overwhelm the transaction as a whole (in which case the Recoverable
Grant scenario was recommended) and balanced the desire to minimize the subsidy to be
requested from the State against considerations such as transaction viability, reduced dependence
on the State long-term and the potential need for soft costs and technical assistance. Where
possible, the Capital Plan sought to avoid the Current Scenario for weak-revenue properties as
the Current Scenario doesn’t put the property on a long-term path for sustainable performance.

C. Impact of Recommended Transaction on Capital Needs and Subsidy Needs

Page 6 of the Property Analysis provides a summary of the property’s needs under the
recommended transaction. By way of background, the Property Analysis identifies the
property’s emergency, current and deferred needs (see A). It is noteworthy, however, that this
figure does not distinguish between critical building components (roof, boiler, other property or
unit mechanical systems, elevator and structural components) and finishes such as kitchen
cabinetry, which may well be a deferred need, but is also not always a crisis need.
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More significantly, this page of the Property Analysis outlines a year-by-year picture of the
property’s subsidy needs with years 1-10, corresponding to the time frame of the Capital Plan, in
the left-hand chart (see B) and years 11-20, corresponding to the window for analysis of long-
term sustainability, in the right-hand chart (see C). Each chart identifies the need according to
two kinds of capital subsidy need (see D) and three kinds of operating subsidy need (see E).
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1. Capital Subsidies

The Capital Plan assumes all immediate and long term needs identified in the capital needs
assessments will be addressed in all of the transaction scenarios, either year-by-year (referred to
as “pre-transaction” needs) or in conjunction with a recapitalization transaction.

e Pre-Transaction Capital Subsidy. Recap has assumed that capital needs within three
years of the proposed transaction year can be managed on the ground — using replacement
reserves to cover immediate needs or patching the building components to hold out for a
comprehensive recapitalization. However, for the properties that are projected to have a
transaction year starting in 2018 or beyond, some interim needs will have to be addressed
prior to the transaction. The “Pre-Transaction Capital Subsidy” references the amount of
funding which will be needed to cover critical building components prior to the
transaction year, net of the current replacement reserve balance. For the properties
falling into the Current Scenario, there is no “transaction year” so the pre-transaction
capital subsidy is the expected total needed over time to cover the property’s 20-year
capital needs.

e Transaction Subsidy. The “Transaction Subsidy” is the capital subsidy needed to
implement the proposed transaction scenario, which is determined as the gap between the
total projected sources and uses of funds at the time of the recapitalization transaction.

2. Operating Subsidies

In many cases, the properties also need operational subsidies, either to put the property onto a
long-term sustainable path or to protect the current tenants from the impact of base rent
adjustments or income tiering.

e Base Rent Operating Subsidy. The “Base Rent Operating Subsidy” responds to the
proposed 2014 increases in base rents at many properties. Recap has set the proposed
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base rent at 30% of the adjusted gross income of a household at 30% of Area Median
Income. When the current base rent at a given property is below the new proposed base
rent, the base rent operating subsidy, if available, would cover the difference. In some
cases, it is an increase in the rental assistance payment under current RAP contracts. In
others, it is a new tenant protection subsidy. The Capital Plan assumes that, with respect
to the tenant protection subsidy, the base rent operating subsidy would decline over 10
years until it would not be necessary. Base rents are adjusted to the new proposed
standard for all transaction scenarios except for the current scenario. As a policy matter,
the State could decide to retain base rent subsidies over a longer period of time and thus
allow for greater affordability for households with incomes below 30% of AMI, which
would need significantly more operating subsidy.

e Income Mixing Operating Subsidy. The “Income Mixing Operating Subsidy” is also a
tenant protection subsidy intended only for properties that have been proposed for income
tiering. While the new revenue stream from income tiering will need to be in place at the
time of the transaction closing in order to underwrite the deal at that level, Recap assumes
that, on the ground, the implementation of income tiering will be based on turnover in
order to protect the current residents. The income mixing operating subsidy is the
difference in rental revenue between the rents present after a base rent adjustment and the
proposed income tiering rent structure. As with the base rent operating subsidy, the
income mixing operating subsidy declines over time, but assumes only a 5-year
timeframe to meet the new income tier structure.

e Operating Deficit Subsidy. Given weak revenue assumptions at some of the Current
Scenario properties and further given CHFA’s income and expense trending assumptions,
which are typical for the industry, some properties may not maintain positive cash flow
over the 20 year period examined by the Capital Plan. The “Operating Deficit Subsidy”
is proposed to cover this deficit, although there is not currently a programmatic structure
to provide such support.

The Capital Plan is intended to cover the 10 year period from 2013 to 2022. While the
recommended transactions all take place in the 10-year Capital Plan timeframe, Recap analyzed
all properties over a 20 year period to ensure the capital needs were being met and transactions
were sustainable over time. Given that some properties cannot sustain themselves under either a
transaction or the Current Scenario and also given that some operating subsidy needs (such as the
tenant protection subsidies described above) extend beyond the 10-year window, the Capital Plan
model anticipates the need for some operating and capital subsidy beyond 2022.

D. Scenario Pro Formas

The final two pages of the Property Analysis provide greater detail on the five financial models
for each property. The chart at the top of Page 7 provides the 2023 operating expense and
revenue picture for each property (see A, top of next page). The year 2023 was chosen because,
upon completion of the 10-year Capital Plan, all properties will have implemented their
recapitalization transactions, if applicable. The 2023 year provides a fair comparison between
the different scenarios in a normal operating year. Page 7 also includes the sources and uses for
each transaction (see B). The recommended transaction is highlighted in white (see C).
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Finally, page 8 summarizes the impact of each scenario on the property’s capital needs and year
20 replacement reserve balance (see A, below). Each scenario other than the Current Scenario
assumes an annual deposit into a replacement reserve account. This ensures that the properties
are self-sustaining for the long term, able to implement the next recapitalization event without a
future infusion of State capital subsidy. The chart on Page 8 also totals the aggregate 20-year
subsidy need in each case, specifically the operating subsidies (see B, below) and the capital
subsidies, including any offset for repayment of recoverable grants or soft debt (see C, below).
The most significant number is the total subsidy needed, on both an aggregate and per-unit basis
(see D, below). Again, the recommended transaction is highlighted in white (see E, below).
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6. Frequently Asked Questions

1.

18

We own several State Sponsored Housing Portfolio properties but did not receive
the same number of Site-Specific Property Analyses. Why?

Each State-Sponsored Housing property you own should be included in a Property
Analysis. In some cases we have recommended that multiple properties be consolidated
into a single recapitalization strategy, in which case only one Property Analysis
document is provided for the cluster of properties. The properties covered by each
Property Analysis are listed on page 1.

If, after checking whether some of your properties have been consolidated for transaction
analysis purposes, you still feel that a property you own was omitted from this package,
please contact CHFA CapitalPlan@RecapAdvisors.com.

A capital needs assessment (CNA) from On-Site Insight is not included in the
package for one of my State-Sponsored Housing Portfolio properties. Where is it?

If you had completed your own CNA within the last 2 years, CHFA provided us with that
document and we did not commission a new CNA from On-Site Insight. If you still
believe a capital needs assessment is missing, please contact

CHFAC CapitalPlan@RecapAdvisors.com.

The Capital Plan is a 10-year plan. Why does the capital needs assessment cover 20
years?

The Capital Plan corresponds to the Governor’s proposal to commit $300 million, spread
over 10 years, to modernize the State-Sponsored Housing Portfolio and to put the
portfolio on a sustainable path. We have defined “sustainability” as covering the capital
and operating needs of the property over the next 20 years. The Capital Plan is intended
to guide the State in making budget decisions over the next 10 years, decisions which will
have an impact over the full 20 year period.

My property is in good shape but the capital needs assessment says I need to invest a
significant sum up-front. Why?

The CHFA standard capital needs assessment format identifies the amount you would
need to deposit into your RM&R account in year 1 if you were to cover all of your 20-
year capital needs from the RM&R and still have a positive balance in the RM&R
account in year 20. That does not mean the property currently needs that level of
investment. To identify your current capital needs, look for the “2013 Emergency
Capital Needs,” the “2013 Deferred Capital Needs” and the “2013 Current Capital
Needs.” These three figures also appear at the top of page 6 of the Property Analysis
report.

The transaction scenarios (i.€., the four scenarios other than the Current Scenario) may
recommend an investment that is significantly greater than your current capital needs.
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The transaction scenarios assume you have one opportunity over the next 10 years to
access leverage financing and to request significant State subsidy. As a result, the
transaction scenarios assume you address all of the needs which would arise over the
subsequent 15 years when you implement the transaction. This represents an investment
significantly greater than your current needs as a pro-active step.

What do we do if we disagree with the capital needs assessment’s price estimates?

The capital needs assessment provides a framework to estimate the cost of capital
improvements, but will vary somewhat from the final prices you get from contractors. In
some cases, you will get better pricing and in others the improvements will cost more.
Also, On-Site Insight has used state-wide cost-estimation figures. High cost markets will
likely have a premium cost beyond the capital needs assessment figures shown. It is
important to remember that the Capital Plan is a budgeting and planning tool, not a
definitive allocation of subsidy dollars.

If you disagree with the capital needs assessment’s price estimates, you will have ample
opportunity to engage an architect to develop a detailed scope of work and get the scope
of work priced in the course or preparing for a recapitalization transaction. If the
recapitalization transaction is a few years away, you would also probably get an updated
capital needs assessment at that time to reflect the repairs you will have made by then.
You will include price estimates that you agree with in your funding applications when
you are ready to implement a recapitalization transaction. It is our hope, however, that
the data in the capital needs assessment and the discussion in the Property Analysis can
assist you in developing the plans for your portfolio.

How was the transaction year selected?

The transaction year was selected based on a review of the capital needs within your
property’s critical building components (roof, boiler, other property or unit mechanical
systems, elevator and structural components).

Based on the capital needs assessment, we identified the 3-year period in which your
critical capital needs were highest, and used the mid-year as the ideal transaction year for
each property. For each year of the Capital Plan, we sorted all of the properties with
ideal transaction years equal to or prior to the year of the plan based on critical capital
needs per unit and implemented transactions until that year’s anticipated subsidy budget
was exhausted.
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The following illustrates this calculation. Assume that only 2 properties can be funded in
each year.

Ideal Critical Needs
Property ID Transaction Year Per Unit
Property 1 2014 $50,000
Property 2 2014 $12,000
Property 3 2014 $30,000
Property 4 2015 $45,000
Property 5 2015 $25,000

In 2014, Properties 1, 2 and 3 would be considered for funding. Given that only 2
properties could be funded before exhausting the subsidy available in 2014, Properties 1
and 3 would be selected to be modeled in the 2014 transaction years based on their higher
per unit critical capital needs.

In 2015, Properties 2, 4 and 5 would be considered for funding. The Capital Plan does
not simply bump the properties chronologically, but places all of them on even footing to
be funded in 2015. Again, given that only 2 properties could be funded before
exhausting the subsidy available in 2015, Properties 4 and 5 would be selected to be
modeled in the 2015 transaction years based on their higher per unit critical capital needs.
Property 2 would continue to be considered for funding in each year until it is funded.

Property 2 would not, however, be left without assistance to cover its immediate critical
needs. While we have assumed that owners will be able to extend the life of building
systems for up to 3 years from the end of their expected useful life as projected in the
capital needs assessment, we have also assumed pre-transaction capital subsidies in order
to cover the property’s other critical capital needs prior to its projected transaction year.

My capital needs are urgent and the property can’t wait until the proposed
transaction year to get additional capital investments. How can I cover those needs?

While we have assumed that owners will be able to extend the life of building systems for
up to 3 years from the end of their expected useful life as projected in the capital needs
assessment, we have also assumed pre-transaction capital subsidies in order to cover the
property’s other critical capital needs prior to its projected transaction year.

How fixed is the projected transaction and transaction year?

While we have tried to make the Capital Plan transaction recommendations as viable as
possible, it is important to remember that additional important information will come to
light as the transaction planning progresses over the next several years.

The Capital Plan provides a framework for the State to use in developing policies
governing any re-investment in the State-Sponsored Housing Portfolio. Recap would
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expect transaction years and transaction structures to shift somewhat in response to
additional information and in response to the owners’ desires. We assume that the State
will establish application processes and develop scoring criteria for each year’s funding
applications based on the issues and decision points highlighted in the Capital Plan. We
also assume that the owners will indicate their preferred transaction structure in the
funding applications you choose to submit.

As additional information comes to light, the shifts in transaction types and transaction
years should generally balance out so that, as a whole, the reinvestment in the State-
Sponsored Housing Portfolio will be somewhat consistent with the Capital Plan.
Similarly, the Property Analysis should inform your thinking and advance your planning
for your properties, even if the details change. Ideally, the recommended transaction will
be a useful direction for you, but if the analysis helps you formulate your reasons to
pursue something other than the proposed transaction, that is also valuable.

What if we disagree with a recommendation to raise the base rent or to introduce
income tiering?

Those are legitimate points of disagreement. These discussions raise important policy
issues with respect to the level of operating subsidy the State can afford to commit to the
State-Sponsored Housing Portfolio and the availability of these properties for very-low
income households.

The Capital Plan attempts to highlight these policy issues and to quantify the impact of
different policy choices on the State budget in order to inform this debate. Recap
encourages continued discussion of the pros and cons of these issues, which will be
discussed in more detail in the Capital Plan report.

We are currently applying for funding for our State Sponsored Housing
property. How does that relate to the Capital Plan?

The Capital Plan does not currently incorporate any funding decisions that the State may
be in the process of making with respect to the “Ready” projects funding round. The
State is continuing to review your application and you should not change your current
recapitalization plans unless/until you receive word from the State that you have not been
funded.

Is the property analysis what will be included in the Capital Plan report?

Not necessarily. We are distributing the property analyses for owner comment, which
may change our recommendations. In addition, we will continue to study the properties
and refine our recommendations prior to finalizing them for the Capital Plan report. We
may make changes beyond those in response to owner comments. The property analyses
are drafts and are subject to change.
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Why doesn’t the 2014 Operating Income on Page 1 of the Property Analysis
correspond to our current experience?

The net operating income labeled as “Projected Year 1 (2014) Operating Income” is
projected out from the most recent data we received from CHFA. In most cases, this data
was from either 2010 or 2011.

Why does the Operating Income and Expense Analysis on Page 7 refer to 2023?

All of the transactions contemplated by the Capital Plan will have been implemented by
2023 — year 11 of the Capital Plan schedule. This chart is intended to provide an image
of what the sustained operating income and expense picture would be at that time,
allowing the reader to consider the long-term trends and sustainability of the property.

The Operating Income and Expense figures are based on the data that was provided to us
— generally 2010 or 2011 data. The historic data has been adjusted for inflation and for
transaction-related items, as applicable, such as the addition of replacement reserve
deposits, management fees, debt service, etc. On the revenue side, 2023 is the first year
in which we can reliably project that all revenue adjustments will have been implemented
for all properties, again allowing a consistent presentation both among scenarios and
among properties in the State Sponsored Housing Portfolio.

What’s next?

As noted elsewhere, these are drafts of the Property Analyses. In the short term, Recap
will be adjusting these analyses based on your feedback and on additional internal review
and revision. To the extent appropriate, when we disagree with or can’t incorporate your
comments, we may quote or paraphrase your concerns in a supplemental page attached to
your Property Analysis and included as part of the Capital Plan report to CHFA and
DOH. The revised Property Analyses will be incorporated into the final Capital Plan
report delivered to CHFA, DOH and, via the internet, to you.

Following issuance of the Capital Plan, CHFA and DOH will be reviewing the document
and making decisions regarding how to implement the Capital Plan recommendations —
how to structure funding application and award processes, how to adjust the Capital Plan
based on additional details of information, how to provide necessary technical assistance,
etc. The implementation steps will be determined by CHFA and DOH over the coming
weeks and months.
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[Revenue Adjustments Prior to a Recapitalization Transaction

McGuire Court, continued|

Current average income relative to
the Area Median Income (AMI): 23%

Current Base | Affordability

Rent (% AMI)
Studio/efficiency unit: 230 16%
One-bedroom unit: 240 15%

Two-bedroom unit:
Three-bedroom unit:
Four-bedroom unit;
Five-bedroom unit:
Six-bedroom unit:

Proposed Base | Affordability

Rent (% AMI)
Studio/efficiency unit: 435 30%
One-bedroom unit: 466 30%

Two-bedroom unit:
Three-bedroom unit:
Four-bedroom unit:
Five-bedroom unit:
Six-bedroom unit:

Number of current households that would be
impacted by the proposed increase in Base Rent: 0

Rental operating subsidy necessary in 2014 to
generate revenue equal to raising the base rent
as proposed: § 89,784"

Additional rental assistance payments subsidy’
over a 20 year period due to revised base rent; $ Nbucq:.

C ial F y Inf of Recap Ad LLC

In order for the property to operate in a sustainable manner into the foreseeable future, the property would benefit from greater
revenues. This property currently has a rental assistance payments contract with the State, which allow the residents to pay an
affordable rent based on their income, but generally only yields the base rent uQcE: as revenue. Currently, base rents are set by
the property owners in consultation with CHFA.

Low base rent levels maximize affordability for households in Sa‘ﬁci.a::wg. However, if the property's revenue stream
(including any available operating subsidy) does not cover thafost of actisally operating the property, including the cost of ongoing
maintenance and capital improvements, necessary repairs arid maistenance will get deferred. An extended period of deferred
maintenance can put the property itself at risk, which woultihe a sighificant blow to the availability of affordable housing in the
area.

The Capital Plan is intended to identify the realiestatg needs of the State Sponsored Housing Portfolio. In order to ensure a
minimum revenue stream, this analysis assurités theF all basé rents are adjusted in 2014 to equal the greater of a) the current base
rent or b) 30% of the adjusted gross Enﬁundmu#t:mn:_aa at 30% of AMI for the applicable household size, provided these levels
do not exceed the local market.

The figures to the left indicafp, thé-additional rental operating subsidy which would be necessary in 2014 to cover this base rent
increase as well as the &Irua%am_. impact given that this subsidy need will recur annually, with inflation increases. Since the
rental assistance Eu_.n_nngﬂ&nnﬁ the residents of the property, none of the actual households would be impacted by the increase
in the base rent and =vrﬂ ﬂ_.oﬂq_._.w would continue to serve the current resident demographic.

Page 2
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[Transaction Options McGuire Court, continued |

The Capital Plan analysis considers five scenarios and the prospect under each scenario to address the property's capital and

operational needs. Each scenario's capacity to address the property’s capital needs is listed to the lefi, as represented by the
Total (Gap) Replacement Reserve (RM&R) balance at the end of 20 years. Also at left is tfie total gap, including both operating subsidy needs
Capital Surplus m_”_ F__u“M..MM __w_ﬂ and capital subsidy needs, over the 20 year study period.
or (Gap) Capital & - The first scenario, the "Current Scenario” assumes the property ncb“m::nm.ovu_.w:ww as it currently is operated - no material
Operating change in the base rent and no implementation of income E_x_smﬁﬁéamg shifl the property's revenue picture. Consequently,
there is no adverse impact on residents or on the opportunity lgderve Ea,,.anaa_n demographic currently holding tenancies. The
Current Scenario current scenario uses the baseline capital needs as the anticipated ﬁﬁ:s_ investment for purposes of identifying the surplus or gap.
(excluding transaction costs): (1,124,987) (2,364,517) However, the current scenario - unlike the other four mnn__u-mau. does not include any allowance for soft costs (architecture or
design, relocation, developer overhead, etc.) or for generl cohtractor overhead and profit (as it is assumed each trade would come
Recoverable Grant Scenario: (2,811,358) (4,389,474) 1o the site independently, without the need for oveparching coordiiation).
FHA Scenario: (2,306,959) (4,190,692) - The second scenario, the "Recoverable Grant-8oéniarioissumes any revenue adjustments described above (i.e., if the analysis
suggested an increase in base rent and/pfmtrGduction$f a mixed-income framework, or the equivalent revenue from federal or
4% LIHTC Scenario:  (1,704,164) (3,525,683) state operating subsidy). The Recovetable Granh Scenario envisions a streamlined allocation of funds from the State to the
property, implemented with masamﬁ_ﬂ&hon::vnam and minimal legal or due diligence transaction costs. The Recoverable Grant
9% LIHTC Scenario: (444471 (2,264,199) would be repaid to the State tosffie extnt passible from cash flow. The Recoverable Grant Scenario is most frequently selected

when the transaction is 100 gmall t¢r warrdnt the transaction costs associated with alternative fi inancing or if the market is too weak
to support debt or equityleverage.

- The three remaining scenarios - "CHFA/FHA," "4% LIHTC" and "9% LIHTC" comrespond to three differeni{ -nnnﬂmn.-_.wswmn:o: structures. Each scenario includes transaction costs appropriate to the nature of the
transaction. (For example, legal fees in the two LIHTC scenarios are higher than in the CHFA/FHA scenario,) sﬁwm_nu_? the CHFA/FHA scenario would generate the least amount of funds for capital improvements and
the 9% LIHTC scenario would generate the greatest amount, with the 4% LIHTC scenario falling in bétween. JEhe GHFA/FHA scenario is a debt-only scenario, using either CHFA or FHA-insured financing. The two
LIHTC scenarios assume both debt and a syndication of low income housing tax credits. The 4% tax ¢redits rely on the use of tax exempt bond financing and are generally available when needed. (The analysis assumes
that the tax exempt bonds will be used for construction funding in order to generate the tax credjtsbut Teay pof remain outstanding at the full amount after permanent debt conversion.) The 9% tax credits are a
competitive and scarce resource so cannot be assumed to be available for all properties. .

Confidential Proprietary ion of Recap Advi LLC Page 4
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_w==.===.< of Capital Needs & State Subsidy Needs

McGuire Court, continued]

The chart below indicates the year-by-year capital investment needs at the property as projected by On-Site Insight. One should
note, however, that On-Site Insight used a state-wide cost basis generated from the RS Means database for capital needs. Some
high-cost communities can experience a premium of 10%-15% in excess of th&State-wide figures. The chart also indicates the

timing of State capital and operating subsidy needs assuming the transaction scendgio desribed above.

Immediate Emergency Capital Needs: 0
Current Deferred Capital Needs: 75,410
Current Routine Capital Needs: 316,261
Capital Subsidy Operating Subsidy
Annual
Capital Needs | pre.Transaction Transaction Base Rent Income Mixing
(per CNA) | Capital Subsidy | Caputal Subsidy | Operating Deficit]  Operatmg Operating
Year A Necds Subsidy Needs | Subsidy Necds | Subsidy Needs
2013 391,671 - - - - -
2014 112,695 - - - 89,784 -
2015 114,235 - - - 91,580 -
2016 86,331 - 1,704,164 - 93,411 -
2017 97,421 - - - 95,279 -
2018) 32,853 - - - 97,185 -
2019] 29,448 - - - 99,129 -
2020 29,286 - - - 101,111 -
2021 36,433 - - - 103,134
2022] 39,369 - - - 105,196 -
C Propt y Inf of Recap Advi LLe

Annual
Capital Needs
{per CNA)

Operating Subsidy

Sy

W

ﬁv. Transaction

Capital Subsidy
Needs

Operating Deficit
Subsidy Needs

Basc Rent
Operating
Subsidy Needs

Income Mixing
Operating
Subsidy Needs

42,905 |,

107,300

109,446

111,635

113,868

116,145

118,468

120,837

123,254

125,719

128,234
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[Scenario Pro Formas (continued) McGuire Court, continued)

Coverage of Capital Needs Analysis

—

CURRENT RECOVERABLE GRANT CHFA/FHA 4% LIHTC 9% LIHTC
.—.aln.-lm Per Unit ._.o»h Per E Total Per :ul_. Total Per Unit ._.Sh_ Per Unit
FUNDS 2
Transaction Rehab - - 1,773,196 35464 1,773,196 35,464 1,773, 1% 35,464 1,773,196 35,464
Capital Needs Funded Using Subsidy 1,124,987 22,500 - - = S - - o o
Existing Replacement Rescrve Balane 89,194 1,784 89,198 1,784 89,198 1,784 . .g.rc._. 3 1,784 89,198 1,784
Replacement Reserves 615227 12,305 615,227 12,305 484,247 9,685 AT 9,685 484,247 9.685
Tetat Funds 1,829,413 36,588 2,477,622 49,552 2,346,641 46,933 HJ:F:_ 46,933 2,346,641 46,933
USES e .
Estimated Capital Needs 1,829,413 36,588 1,829,413 36,588 1,829,413 y 129,413 36,588 1,829,413 36,588
Enha - - - 2 - - - N . -
Total Uses 1,829413 36,568 1829413 36,588 1,829,413 1,829,413 36,588 1,829,413 36,588 |
——— e S e = Tme e
YEAR 20 REPLACEMENT RESERVE BALANCE - - 648,209 _N|.o! 517,228 10,345 m—q-hnb 10,345
Subsidy Analysis
CURRENT RECOVERABLE GRANT 4% LIHTC 9% LINTC
Total Per Unit Total Per Unlt Total Per Unit Total Per Unit
— — — —

OPERATING SUBSIDY
Basc Rent Operatng Subsidy Needec nfa ' 2,050,717 41,014 2,050,717 2,050,717 41,014
Operating Deficit Subsidy Needec 1,239,530 24,91 - - 0 - 0 -
Income Mixing ing Subsidy Needed n/a i — O - - - . -
Total Operating Subsidy 1,239,530 24,191 2,050,717 41,0, 2,050,717 41,014 2,050,717 41,014
CAPITAL SUBSIDY
Pre-Transaction Capual Subsidy Needec 1,124,987 22,500 - B - - - - -
Recoverable Cash Flow n/a wa (472,601) b (166,984) (3,340)) (229,197) {4,584)) (230,989) (4,620)
T ion Capital Subsidy Necdec a/a P | 2,811:358 A 2;306,959 46,139 1,704,164 34,083 444,471 8,889
Total Capital Subsidy 1,124,987 22,500 2,338,757 A i 2,139,976 42,800 1,474,966 29,499 213,482 4270

S S — H 1P A s sanc e - e —— iy -t ——-
TOTAL SUBSIDY NEEDED 2,364,517 47,290 4,389.44 g 83,814 uhm.asu 70,514 th.luuo 45,284

C F y infe ion of Recap Advi: LLC Page 8
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