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ITEM 106

DATE ISSUED: November 2, 2007 REPORT NO.:HCR07-89

ATTENTION: Chair and Members of the Housing Commission
For the Agenda of November 9, 2007

SUBJECT: Sale of general partnership interest in Stratton Apartments
{Council District 6) '

REQUESTED ACTION:

Approve the sale of general partnership interest, and the substitution of property managers for
Stratton Apartments which received Housing Authority bond financing and a Housing
Commission loan. All other aspects of the project would be unchanged.

STAFF RECOMMENDATIONS:

Approve the sale of general partnership interest in Stratton Apartments by a Fairfield Properties
affiliate, F¥ Stratton, LLC (Fairfield) to an affiliate of Steadfast Investment Properties, Steadfast
Stratton, LLC {Steadfast); approve the change of management agents from a Fairfield affiliate to
a Steadfast affiliate; and authorize the President and Chief Executive Officer to execute all
necessary documents.

DISCUSSION:

The Stratton, LP (Partnership) is a tax credit partnership whose sole asset is Stratton Apartments,
a 312-unit rental housing development for low and moderate-income families. The partners of
The Stratton, LP include Fairfield as the for-profit developer of the project and co-general
partner, Wakeland Housing and Development Corporation (Wakeland) as the nonprofit
managing general partner; the tax credit limited partners, American Tax Credit Corporation
funds X and XII; and Protech Development 2000, LLC as an additional general partner.

The Housing Commission made a $1,565,000 loan and approved a $19,825,000 bond issuance to
the Partnership for acquisition and rehabilitation of the property, located on Mount Alifan Drive,
in 2000 (see Attachment — 4, Project Location). Renovation work was completed in 2001 and the
units are fully occupied.

The sale of Fairfield’s general partnership interest in Stratton Apartments to Steadfast is
permitted under the Housing Commission’s Loan Agreement. The owner and borrowing entity,
The Stratton, LP, would remain the same and Wakeland would remain as the non-profit
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managing general partner. The Stratton, LP is currently in compliance with the reporting
requirements and repayment procedures of the Housing Commission loan.

Fairfield’s performance as a co-general partner in the project is satisfactory and there are no
underlying issues that make the proposed transaction necessary. The sale of general partnership
interest would not release Fairfield from its obligations to the Partnership or the Housing
Commission, including any outstanding loan payments due to the Housing Commission prior to
the effective date of the sale. Steadfast would become liable for financial obligations of the
project following the effective date of the sale. Steadfast would assume all of the rights, powers,
and obligations that were vested in Fairfield, including any obligations to the Partnership and the
Housing Commission.

Steadfast is a for-profit organization that partners with non-profit affordable housing providers to
develop and maintain housing for low and moderate income families with access to services
beneficial to community residents. Since 1995, Steadfast Residential Properties has developed or
acquired over 20,000 apartment units nationwide and maintains a current portfolio of over
15,000 units. Steadfast would acquire interest in Stratton Apartments as part of a long term
business strategy of multi-family residential acquisition. In June 2007, the Housing Commission
approved the purchase of the 398-unit Villa Nueva development by Steadfast and made a
$9,210,000 loan for the project. A Developer’s Statement For Public Disclosure from Steadfast is
attached to this report (See Attachment — 1).

Steadfast Management Company, [nc. (SMC) would assume the role of management agent with
the responsibility for property performance, compliance, asset management, and financial
reporting. The organization manages over 9,600 units nationwide including 950 in the San Diego
area. Through a joint venture with SMC, American Management Company would manage day-
to-day operations at the site.

AFFORDABLE HOUSING IMPACT:

There would be no change in the affordability of the housing with this action. Affordability
restrictions recorded against the property by the Housing Commission will remain until June
2055, Of the 312 apartments, 154 two-bedroom units and 12 three-bedroom units are affordable
at 50 percent or less of Area Median Income (AMI) and 39 two-bedroom units and 13 three-
bedroom unit are affordable at 60 percent or less of AMI. Under a HUD regulatory agreement,
94 units are unrestricted and available at 85 percent AMI rents with a preference for applicants
with household incomes of 85 percent or less of AMI (one unrestricted unit is reserved for
occupancy by the resident manager) until expiration of the HUD agreement on November I,
2011. After expiration of the HUD agreement, 94 of the unrestricted units may be made available
at prevailing market-rate rents; 219 units would be rent restricted.

FISCAL CONSIDERATIONS:

The terms and conditions of the Housing Commission’s financial participation would not change
as a result of this action. Housing Commission participation in permanent financing for Stratton
Apartments remains $1,565,000. As outlined in the property proforma (see Attachment - 3), the
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Housing Commission would continue to receive the full amount of its annual loan payment of
$59,337 as required in the Housing Commission loan agreement.

PREVIOUS ACTIONS:

On January 14, 2000, the Housing Commission approved a $1,565,000 loan for the development
(HCRO0-067). On May 19, 2000, the Housing Commission approved the issuance of up to
$20,100,000 in taxable and tax-exempt bonds for the project (HCR00-048).

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS:
No community approvals are required for the proposed sale of partnership interest.

ENVIRONMENTAL REVIEW:

A Negative Declaration pursuant to the California Environmental Quality Act (CEQA), and a
Finding Of No Significant Impact (FONSI) pursuant to the National Environmental Policy Act
{(NEPA), were completed for the development in 2001. The proposed sale of interest in this
previously approved development is not a “project” within the meaning of CEQA and no
additional environmental review is required. Because no additional federal funding would result
from this action, further NEPA processing is not required.

KEY STAKEHOLDERS & PROJECTED IMPACTS:

Stakeholders include The Stratton, LP as owner, Steadfast Stratton, LLC as the new co-general
partner, and Wakeland as the managing general partner. Approval of the sale of general partner
interest would have no impact on the viability, use, or affordability of the housing units.

Respectfully submitted, Approved by,

Cissy Fisher Elizabeth C. Morris

Director, Housing Finance and Development President and Chief Executive Officer
Attachments: . Partner Disclosure Statement *

1

2. Project Financial Statement *
3. Project Proforma

4. Project Location

*Distribution of this attachment is limited. A copy is available for review at the Housing
Commission offices located at 1122 Broadway, Suite 300 and at the offices of the City Clerk
located on the 2™ floor of 202 “C” Street.

Information: Mr. Dan Cady (619) 578-7594
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DEVELOPERS/CONSULTANTS/SELLERS/CONTRACTORS/
ENTITY SEEKING GRANT/BORROWERS
{Collectively referred to as "CONTRACTOR" herein)
STATEMENT FOR PUBLIC DISCLOSURE

Please Note: Pursuant to the direction of Mr. Dan Cady, Project Manager for the SDHC,'
Developer/Contractor should be in reference to the proposed replacement general
partner entity.

1. Name of CONTRACTOR: Steadfast Siratton, LLC
2. Address and Zip Code: 4343 Von Karman Avenue, Suite 300

Newport Beach, CA 92660

3. Telephone Number: (949) 852-0700
4. Name of Principal Contact for CONTRACTOR:  R. Kyle Winning

5. Federal ldentification Number or Social Security Number of CONTRACTOR;

26-1129869
6. If the CONTRACTOR is not an individual doing business under his own name, the
CONTRACTOR has the status indicated below and is organized or operating under
the laws of California as:

. A corporation (Attach Articles of Incorporation)

___ A nonprofit or charitable institution or corporation. (Attach copy of Articles of

incorporation and documentary evidence verifying current valid nonprofit or
charitable status).

___ A partnership known as:

(Name)
Check one

() General Partnership (Attach statement of General Partnership)

() Limited Partnership (Attach Certificate of Limited Partnership)



A business association or a joint venture known as:

(Attach joint venture or business association agreement)
___ AFederal, State or local government or instrumentality thereof.

X Other (explain) — Limited Liability Company

7. it the CONTRACTOR is not an individual or a government agency or
instrumentality, give date of organization:

To be formed, date not yet available.

8. Provide names, addresses, telephone numbers, title of position (if any) and nature
and extent of the interest of the current officers, principal members, shareholders,
and investors of the CONTRACTOR, other than a government agency or
instrumentality, as set forth below:

a. [fthe CONTRACTOR is a corporation, the officers, directors or trusiees, and
each stockholder owning more than 10% of any class of stock.

b. If the CONTRACTOR is a nonprofit or charitable institution or corporation, the
members who constitute the board of trustees or board of directors or similar
governing body.

c. Ifthe CONTRACTOR is a partnership, each partner, whether a general or

limited, and either the percent of interest or a description of the character and
extent of interest.

d. Ifthe CONTRACTOR is a business association or a joint venture, each
participant and either the percent of interest or a description of the character
and extent of interest,

e. If the CONTRACTOR is some other entity, the officers, the members of the
governing body, and each person having an interest of more than 10%.

Position Title (if any) and

Name, Address and percent of interest or description
Zip Code of character and extent of intergst
Steadfast Affordable

Housing I, LLC Sole Member, 100%

4343 Von Karman Ave, Ste. 300
(949} 852-0700
Newport Beach, CA 92660
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10.

1.

12

13.

Has the makeup as set forth in ltem 8(a) through 8(e) changed within the last
twelve (12) months? If yes, please explain in datail,

No, this is a newly formed entity.

is it anticipated that the makeup as set forth in item 8(a) through 8{(e) will change
within the next twelve (12) months? If yes, please explain in detail,

No.

Provide name, address, telephone number, and nature and extent of interest of
each person or entity (not named in response to lterm 8) who has a beneficial
interest in any of the shareholders or investors named in response to ltem 8 which
gives such person or entity more than a computed 10% interest in the
CONTRACTOR (for example, more than 20% of the stock in a corporation which
holds 50% of the stock of the CONTRACTOR or more than 50% of the stock in the
corporation which holds 20% of the stock of the CONTRACTOR):

Name, Address and Position Title (if any) and
Zip Code extent of interest
Steadfast Capital Holdings, LLC 85% Manager/Member

4343 Von Karman Ave, Ste 300
Newport Beach, CA 92660
(949) 852-0700

Steadfast Residential Holdings, LLC  35% Managetr/Member
4343 Von Karman Ave, Ste 300

Newport Beach, CA 92660

{948) 852-0700

Names, addresses and telephone numbers (if not given above) of officers and

directors or trustees of any corporation or firm listed under ltem 8 or ltem 11
above:

None.

fs the CONTRACTOR a subsidiary of or affiliated with any other corporation or
corporations, any other firm or any other business entity or entities of whatever
nature. If yes, list each such corporation, firm or business entity by name and
address, specify its relationship to the CONTRACTOR, and identify the officers
and directors or trustees common to the CONTRACTOR and such other
corporation, firm or business entity.

Steadfast Investment Properties, Inc.
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4343 Von Karman Avenue, Suite 300

Newport Beach, CA 926860

{949) 852-0700

Relationship: Affiliate of Contractor

Officers, Directors or Trustees in Common:  Rodney F. Emery, Ana Marie del
Rio, Dinesh Davar
(948) 852-0700

Steadfast Management Company, Inc.

4343 Von Karman Avenue, Suite 300

Newport Beach, CA 92660

(948) 852-0700

Refationship:  Affiliate of Contractor
Officers, Directors or Trustees in Common:  Rodney F. Emery, Ana Marie def

Rio, Dinesh Davar
(9439) 852-0700

Please note, any Officers, Direcfors of Trustees listed have a 10% or greater
ownership in the affiliated entity.

14. Provide the financial condition of the CONTRACTOR as of the date of the
statement and for a period of twenty-four (24) months prior to the date of its
statement as reflected in the attached financial statements, inciuding, but not

necessarily limited to, profit and loss statements and statements of financial
position.

N/A — newly formed entity.

15. If funds for the development/project are to be obtained from sources other than the
CONTRACTOR's own funds, provide a statement of the CONTRACTOR's plan for
financing the development/project;

Financing for the transaction will consist of equity contributed from a non-
controlling limited partner.

16. Provide sources and amount of cash available to CONTRACTOR to meet equity
requirements of the proposed undertaking:

a. NA

Name, Address & Zip Code of Bank/Savings & Loan:

Amount: $0

GHFSHARE\FORMS\DISCLOSE.PUR
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17.

18.

19.

20.

21.

b. By loans from affiliated or associated corporations or firms:
Name, Address & Zip Code of Bank/Savings & Loan:

Amount: $ 0

c. By sale of readily salable assets/including marketable securities:

Description Market Value Mortgages or Liens
N/A $ $

Names and addresses of bank references, and name of contact at each reference:

N/A — newly formed entity.

Has the CONTRACTOR or any of the CONTRACTOR's officers or principal
members, shareholders or investors, or other interested parties been adjudged
bankrupt, either voluntary or involuntary, within the past 10 years?

Yes _X_ No

If yes, give date, place, and under what name.

Has the CONTRACTOR or anyone referred o above as "principals of the
CONTRACTOR" been convicted of any felony within the past 10 years?
___Yes X No

If yes, give for each case {1) date, (2) charge, (3) place, (4) court, and (5) action
taken. Attach any explanation deemed necessary.

List undertakings (including, but not limited o, bid bonds, performance bonds,
payment bonds and/or improvement bonds) comparable to size of the proposed
project which have been compieted by the CONTRACTOR including identification
and brief description of each project, date of completion, and amount of bond,
whether any legal action has been taken on the bond:

Bond Project Date of Amount Action on
Type Description Completion of Bond Bond

The proposed general pariner entity is a single-purpose, newly formed entity with
no history of such undertakings described.

If the CONTRACTOR, or a parent corporation, a subsidiary, an affiliate, or a
principal of the CONTRACTOR is to participate in the development as a
construction contractor or builder, provide the following information:

GHHFSHARE\FORMS\DISCLOSE. PUB
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a. Name and addresses of such contractor or builder:  N/A

b. Has such contractor or builder within the last 10 years ever failed {o qualify as a
responsible bidder, refused to enter into a contract after an award has been
made, or failed to complete a construction or development contract?

___Yes __ No NA

if ves, please explain, in detall, each such instance:

¢. Total amount of construction or development work performed by such
contractor or builder during the last three (3) years: §___N/A

General description of such work: N/A

L.ist each project, including location, nature of work performed, name, address
of the owner of the proiect, bonding companies involved, amount of contract,
date of commencement of project, date of completion, state whether any
change orders were sought, amount of change orders, was litigation
commenced concerning the project, including a designation of whers, when
and the outcome of the litigation. '

N/A

d, Construction contracts or developments now being performed by such
contractor or builden:

|dentification of Date to be
Contract or Development Location Amount  Completed
N/A

e. Outstanding construction-contract bids of such contractor or builder:

Awarding Agency Amaunt Date Opened

N/A

22. Provide a detailed and complete statement respecting equipment, experience,
financial capacity, and other resources availabie to such contractor or builder for
the performance of the work involved in the proposed project, specifying

particularly the qualifications of the personnel, the nature of the equipment, and the
general experience of the contractor:

N/A

GHFSHAREWFORMS\DISCLOSE PUB
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23.

24.

25.

26,

Does any member of the governing body of the San Diego Housing Commission
{("COMMISSION™), Housing Authority of the City of San Diego ("AUTHORITY") or
City of San Diego ("CITY"), to which the accompanying proposal is being made or
any officer or employee of the COMMISSION, the AUTHORITY or the CITY who
exercises any functions or responsibilities in connection with the carrying out of the
project covered by the CONTRACTOR's proposal, have any direct or indirect

personal financial interest in the CONTRACTOR or in the proposed contractor?
__Yes _X_ No

If yes, explain,

Statements and other evidence of the CONTRACTOR's qualifications and financial
responsibility (other than the financial statement referred to in item 8) are aftached
hereto and hereby made a part hereof as follows:

As a single-purpose, newly formed enlily, the proposed general partner has no
financial statements or previous expetience.

Please refer to the YTD financials for the property.

Is the proposed CONTRACTOR, and/or are any of the proposed subcontractors,
currently involved in any construction-related litigation?
__Yes _X_ No

If yes, explain:

State the name, address and telephone numbers of CONTRACTOR's insurance
agent(s} and/or companies for the following coverages: List the amount of
coverage (limits) currently existing in each category:

Cralg Terpstra

Senior Vice President
USt Insurance Services
29A Technology Drive
Irvine, CA 92678
(948) 790-9204

a. General Liability, including Bodily Injury and Property Damage Insurance
Please see atltached draft insurance certificate.
Check coverage(s) carried:

Comprehensive Form
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FPremises - Operations

Explosion and Collapse Hazard
Underground Hazard
Products/Completed Operations Hazard
Contractual insurance

Broad Form Property Damage
independent Contractors

Personatl Injury

DRI

b. Automobile Public Liability/Property Damage [Attach certificate of insurance
showing the amount of coverage and coverage period(s)]

Check coverage(s) carried:

>d Comprehensive Form
K Owned

] Hired

X Non-Owned

c. Workers Compensation Yes, please see attached draft insurance cerlificate.

d. Professional Liability (Errors and Omissions) Yes, please see aftached draft
insurance cerlificate.

e. Excess Liability Yes, please see attached draft insurance cerlificate.
f.  Other (Specify). Yes, please see attached draff insurance certificate.

27. CONTRACTOR warrants and certifies that it will not during the term of the
PROJECT, GRANT, LOAN, CONTRACT, DEVELOPMENT and/or RENDITIONS
OF SERVICES discriminate against any employee, person, or applicant for
employment because of race, age, sexual orientation, marital status, color, religion,
sex, handicap, or national origin. The CONTRACTOR will take affirmative action to
ensure that applicants are employed, and that employees are treated during
employment, without regard to their race, age, sexual orientation, marital status,
color, religion, sex, handicap, or national origin. Such action shall include, but not
be limited to the following: employment, upgrading, demotion or termination; rates
of pay or other forms of compensation; and selection for training, including
apprenticeship. The CONTRACTOR agrees to post in conspicuous places,
availabie to employees and applicants for employment, notices to be provided by
the COMMISSION setting forth the provisions of this nondiscrimination clause.

28. The CONTRACTOR warranis and certifies that it will not without prior written
consent of the COMMISSION, engage in any business pursuits that are adverse,
hostile or take incompatible positions to the interests of the COMMISSION, during

GAHFSHAREWORMB\DISCLOSE PUB
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the term of the PROJECT, DEVELOPMENT, LOAN, GRANT, CONTRACT and/or
RENDITION OF SERVICES.

28. CONTRACTOR warrants and certifies that no member, commissioner,
councilperson, officer, or employee of the COMMISSION, the AUTHORITY and/or
the CITY, no member of the governing body of the locality in which the PROQJECT
is situated, no member of the government body in which the Commission was
activated, and no other public official of such locality or localities who exercises any
functions or responsibilities with respect to the assignment of work, has during his
or her tenure, or will for one (1) year thereafter, have any interest, direct or indirect,
in this PROJECT or the proceeds thereof.

30. List all citations, orders to cease and desist, stop work orders, complaints,
judgments, fines, and penalties received by or imposed upon CONTRACTOR for
safety violations from any and all government entities including but not fimited to,
the City of San Diego, County of San Diego, the State of California, the United
States of America and any and ali divisions and departments of said government

entities for a period of five (5) years prior to the date of this statement. If none,
please so state:

Government Entity
Making Complaint Date Resolution

None

31. Has the CONTRACTOR ever been disqualified, removed from or otherwise
prevented from bidding on or completing a federal, state, or local government
project because of a viciation of law or a safety regulation. If so, please explain
the circumstances in detail. If none, please so state:

No

32. Please list all licenses obtained by the CONTRACTOR through the State of
California and/or the United States of America which are required and/or will be
utilized by the CONTRACTOR and/or are convenient to the performance of the
PROJECT, DEVELOPMENT, LOAN, GRANT, CONTRACT, or RENDITION OF
SERVICES. State the name of the governmental agency granting the license, type
of license, date of grant, and the status of the license, together with a statement as
to whether the License has ever been revoked:

Governmental Description License  Date Issued Status Revocation
Agency License Number  {original) (current)  (yes/no)
N/A
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33.

34.

35.

36.

37.

38.

Describe in detail any and all other facts, factors or conditions that may adversely
affect CONTRACTOR's ability to perform or complete, in a timely manner, or at ali,
the PROJECT, CONTRACT, SALES of Real Property to, DEVELOPMENT,
repayment of the LOAN, adherence to the conditions of the GRANT, or

performance of consulting or other services under CONTRACT with the
COMMISSION,

None.

Describe in detail, any and all other facts, factors or conditions that may favorably
affect CONTRACTOR's ability to perform or complete, in a timely manner, or at all,
the PROJECT, CONTRACT, DEVELOPMENT, repayment of the LOAN,
adherence to the conditions of the GRANT, or performance of consulting or other
services under CONTRACT with the COMMISSION.

Steadfast and its affiliates have a history of successful contract administration and
experience not only in multifamily affordable real estate acquisitions, but also in
general and limited partnership interest purchases. To date the firm has completed
approximately 100 such GP/LP purchases. Given its track record, Steadfast does
not anticipate any timing or performance issues.

List alt CONTRACTS with, DEVELOPMENTS for or with, LOANS with, PROJECTS
with, GRANTS from, SALES of Real Property to, the COMMISSION, AUTHORITY
and/or the CITY within the last five (5) years:

Entity Involved Status
{i.e., CITY (Current, delinquent Dollar
Date COMMISSION, etc.) repaid, etc.) Amount

N/A — newly formed entity with no loans.

Within the last five years, has the proposed CONTRACTOR, and/or have any of
the proposed subcontractors, been the subject of a complaint filed with the
Contractor's State License Board (CSLB)? __Yes _X_ No

If yes, explain:

Within the last five years, has the proposed CONTRACTOR, and/or have any of
the proposed subcontraciors, had a revocation or suspension of a
CONTRACTOR's License?

__Yes _X No

If yes, explain:

List three local references who would be familiar with your previous construction
project:

GAHF SHAREVWFORMS\DISCLOSE . PUB
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Name: N/A — newly formed entity.

Address:

Phone:

Project Name and Description:

Name:

Address:

Fhone:

Project Name and Description:

Name:

Address:

Phone:!

Project Name and Description:

39. Give a brief statement respecting equipment, experience, financial capacity and
other resources available to the Contractor for the performance of the work
involved in the proposed project, specifying particularly the qualifications of the
personnel, the nature of the equipment and the general experience of the
Contractor.

N/A — Construction/iarge-scale rehabilitation is not anticipated in connection
with this transaction.

40. Give the name and experience of the proposed Construction Superintendent.
NA

GUHFSHARE\FORMSIDISCLOSE PUB
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CONSENT TO PUBLIC DISCLOSURE BY CONTRACTOR

By providing the "Personal Information”, (if any) as defined in Section 1798.3(a) of the
Civil Code of the State of California (fo the extent that it is applicable, if at all),
requested herein and by seeking a loan from, a grant from, a contract with, the sale of
real estate 1o, the right to deveiop from, and/or any and all other entitlements from the
SAN DIEGO HOUSING COMMISSION ("COMMISSION"), the HOUSING AUTHORITY
OF THE CITY OF SAN DIEGO ("AUTHORITY") and/or the CITY OF SAN DIEGO
{"CITY™, the CONTRACTOR consents 1o the disclosure of any and all "Personal
information” and of any and all other information contained in this Public Disclosure
Statement. CONTRACTOR specifically, knowingly and intentionally waives any and afl
privileges and rights that may exist under State and/or Federa! Law relating to the
public disciosure of the information contained herein. With respect to "Personal
Information", if any, contained herein, the CONTRACTOR, by executing this disclosure
statement and providing the information requested, consents to its disclosure pursuant
to the provisions of the information Practices Act of 1877, Civil Code Section
1798.24(b). CONTRACTOR is aware that a disclosure of information contained herein
will be made at a public meeting or meetings of the COMMISSION, the AUTHORITY,
and/or the CITY at such times as the meetings may be scheduled. CONTRACTOR
hereby consents to the disclosure of said "Personal Information”, if any, more than thirty
(30} days from the date of this statement at the duly scheduled meeting(s) of the
COMMISSION, the AUTHORITY and/or the CITY. CONTRACTOR acknowledges that
public disclosure of the information contained herein may be made pursuant to the
provisions of Civil Code Section 1798.24(d).

CONTRACTOR represents and warrants to the COMMISSION, the AUTHORITY and
the CITY that by providing the information requested herein and waiving any and all
privileges available under the Evidence Code of the State of California, State and
Federal Law, {to the extent of this disclosure that the information being submitted
herein), the information constitutes a "Public Record” subject to disclosure to members

of the public in accordance with the provisions of California Government Section 6250
et seq.

CONTRACTOR specifically waives, by the production of the information disclosed
herein, any and all rights that CONTRACTOR may have with respect to the information
under the provisions of Government Code Section 6254 including its applicable

subparagraphs, to the extent of the disclosure herein, as well as all rights of privacy, if
any, under the State and Federal Law.
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[Signature Page for Developer Disclosure Statement — Steadfast Stratton, 1.LC]

Executed this 3&' day of OC10ber | 20 U at Newport Beach, California.

CONTRACTOR

Steadfast Stration, LLC,
a California limited liability company

By.  Steadfast Affordable Mousing IlI, LLC,

a Delaware limited labifity company,
its Manager

By: Beacon Bay Holdings, LLC,

A Delaware limited liability company,
fts Manager

Manage
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CERTIFICATION

The CONTRACTOR, Steadfast Stratton, LLC, hereby certifies that this
CONTRACTOR's Statement for Public Disclosure and the attached
information/evidence of the CONTRACTOR's qualifications and financial responsibility,

including financial statements, are true and correct to the best of CONTRACTOR's
knowledge and belief.

CONTRACTOR

Steadfast Stratton, LLC,
a California limited liability comnpany

By:  Steadfast Affordable Housing IHl, LLC,
a Delaware limited liability company,
its Manager
By: Beacon Bay Holdings, LLC,

A Delaware limited Hability company,
its Manager

W

Dated: [Qj’« !U i

WARNING: 18 U.S.C. 1001 provides, among other things, that whoever knowingly
and willingly makes or uses a document or writing containing any false, fictitious
or fraudulent statement or entry, in any matter within the jurisdiction or any
department or agency of the United States, shall be fined not more than $10,000
or imprisoned for not more than five years, or both,

ATTEST:

Siale of California

County of

GAHFSHAREFORMSDISCLOGE PUB
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Siate of Callfornia

County of KNG, 8-

[7] See Attached Document (Notary to cross out lines 1-6 below)
[l See Statament Below {Lines 1--5 10 be completed only by document signer{s], nof Notary)

Signalure of Document Signer Ne. § Signature of Dooument Signal No. 2 any)

Subscribed and sworm o {or affirmed; before me on this

R day of LT ) Loesy by

Date Month Year

1 %@Mﬂfj},\ -y a"m,% .
P =::'.,.‘-.‘c.—: {N"‘j Name of Signgi—)
Cotamission # 1557962 § _L=rPersonally known to me

Notary Pugiic - Califorria ? i Proved to me on the basis of satisfactory evidence

0’“”@” C"”"*‘f’ to be the person who appeared before me () ()
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; 1
@- Hame of Signer

{1 Personally known to me’
T Proved to me on the basis of satistactory svidence
to be the person who appeared before me.)
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INDEPENDENT AUDITORS” REPORT

To the Partners
The Stratton L.P.

We have audited the accompanying balance sheet of The Stratton L.P. as of December
31, 2006, and the related statements of operations, changes in partners’ equity (deficit) and cash
flows for the vear then ended. These financial statements are the responsibility of the
partership’s management. Qur responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of The Stratton L.P. as of December 31, 2006, and the results of
its operations, the changes in partners’ equity (deficit) and its cash flows for the year then ended,
in conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemental information on page 19 is presented for purposes
of additional analysis and is not a required part of the basic financial statements of The Stratton
L.P. for the year ended December 31, 2006. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Baltimore, Maryland W .g " ’

February 16, 2007

Atlanta R Baltiniore B Bethesds B Charlotte W Chicago B Los Angeles B Sacranvento B Tysons Corner



The Stratton L.P.
BALANCE SHEET

December 31, 2006

ASSETS
CURRENT ASSETS
Cash and cash equivalents 3 152,816
Tenant accounts receivable 24,830
Other recelvables 2,015
Prepaid expenses 20,475
Total current assets 200,136
DEPOSITS HELD IN TRUST - FUNDED
Tenant security deposits 92,844
RESTRICTED DEPOSITS AND FUNDED RESERVES
Mortgage escrows 123,337
Replacements reserve 5,283
Principal reserve 988,133
Other reserves 142,138
1,258,891
RENTAL PROPERTY
Land 2,330,419
Buildings and improvements 23,145,462
Furniture and equipment 2,456,122
27,932,003
Less accumulated depreciation 7,737,548
20,194,455
OTHER ASSETS
Intangible assets, less accumulated amortization of $215,590 743,306
Fair market value of interest rate cap 1
743,307

§ 22,489,633

{continued)
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The Stratton L.P.
BALANCE SHEET - CONTINUED

December 31, 2006

LIABILITIES AND PARTNERS’ EQUITY

CURRENT LIABILITIES
Accounts payable - operations $ 18,512
Accrued mortgage interest payable 45,711
Acerued interest on note payable 45,443
Accrued expenses 73,240
Accrued wages 27,408
Accrued related party fees 15,010
Prepaid rent 20,181
Total current liabilities 245,505
DEPOSITS LIABILITY
Tenant security deposits 50,8806
LONG-TERM LIABILITIES
Mortgage payable 19,825,000
Note payabie 1,565,000
Total long-term liabilities 21,390,000
Total liabilities 21,726,391
PARTNERS’ EQUITY 763,242

3 22,489,633

See notes to financial statements
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The Stratton L.P.
STATEMENT OF OPERATIONS

Year ended December 31, 2006

Revenue
Net residential revenue
Interest income

Total revenue

Operating expenses
Administrative
Utilities
Operating and maintenance
Property management fee
Payroll and related expenses
Taxes and insurance

Total operating expenses
Income from operations
Partnership and financial expenses
Supervisory and incentive fee
Asset management fees
Partnership management fee
Interest expense

Income from operations before depreciation and amortization

Depreciation
Amortization

Net loss

See notes to financial statements
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$

3,590,663
36,054

3,626,717

167,140
364,322
323,663
144,561
451,520
165,592

1,616,798

2,009,919

253,959
107,359

77,933
970,003

600,665

1,045,636
36,269

$

(481,240)




Partners” equity {deficit),
Diecember 31, 2005

Distributions
Net Joss

Partners’ equity (deficit),
December 31, 2006

Ownership percentage

The Stratton L.P.

STATEMENT OF CHANGES IN PARTNERS’ EQUITY (DEFICIT)

Year ended December 31, 2006

(ieneral partners

Investor limited pariners

American American
Wakegland Protech Tax Credit Tax Credit
FF Housing and Development Corporate Corporate
Stratton Development 2000 Fund Fund
LLC. Corporation 1.1.C. X, LP Xil L.P Tatal
$ 975 $ (%48 % 46y % 636,360 3 636,359 $ 1,272,700
(22} (6) - (14,095} {14,095) (28,218}
(380} (96) {4) (240,380) (240,380) (481,240)
$ 573 3 (1,050 % 50 % 381,885 $ 381,884 $ 763,242
0.0790% 0.02% 0.001% 49 650% 49,950% 100%

See notes to financial statements
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The Stratton L.P.
STATEMENT OF CASH FLOWS

Year ended December 31, 2006

Cash flows from operating activities
Net loss
Adjustments {o reconcile net loss to net cash
provided by operating activities
Depreciation
Amortization
Fair market value adjustment on interest rate cap
Changes in assets and labilities
Decrease in tenant accounts receivable
Decrease in accounts receivable - other
Increase in prepaid expenses
Decrease in accounts payable
Decrease in accrued interest payable
Decrease in acctued expenses
Increase in related party fees payable
Decrease in prepaid rents
Net tenant security deposits paid

Net cash provided by operating activities
Cash flows from investing activities
Investment in rental property
Mortgage escrow deposits
Replacements reserve and other reserve deposits
Principal reserve deposits

Net cash used in investing activities

Cash flows from financing activities
Distributions

Net cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information

Cash paid during the year for interest, net of interest rate cap adjustment

See notes to financial staternents

(481,240)

1,045,636
36,269
78

31,174

574
(3,876}
(22,723)
(8,626)
(9,208}

5,469
(33,377)
(56)

560,094
(152,357

(10,350}
(9,643}

(296,400)

(468,750)

(28,218)

(28,218)
63,126
89,690

152,816

978,551



The Stratton L.P.
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

NOTE T - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The Stratton L.P. (the partnership) was organized on June 15, 2000, under the Uniform
Limited Partnership Act of the State of California. Its purpose is to acquire, develop,
construct, rehabilitate, own and maintain a 312-unit multi-family apartment complex known
as The Stratton Apartments (the Project), located in San Diego, California. The Project is
designated for occupancy by individuals of low to moderate income. The Project was
acquired on June 21, 2000, in a transaction accounted for under the purchase method of
accounting. The rehabilitation of the Project was completed November 30, 2001.

The partnership consists of a managing general partner, Wakeland Housing and Development
Corporation, which owns .02%, a co-general partner, FF Stratton L.L.C., which owns .079%,
an additional general partner, Protech Development 2000, L.L.C., which owns .001% and
American Tax Credit Corporate Fund X, L..P, and American Tax Credit Corporate Fund XII,
L.P., which are investor limited partners, owning 49.95% each. All profits, losses and credits
shall be allocated to the partners in accordance with their percentage interests.

Mortgage financing has been provided by the Housing Authority of the City of San Diego
(the City), from the sale of taxable and tax-exempt multi-family housing revenue bonds. The
parinership is regulated and monitored as to the operation of the Project under a regulatory
agreement with the City.

Each building of the Project has qualified for and is entitled to low-income housing tax
credits pursuant to Internal Revenue Code Section 42 (Section 42), which regulates the use of
the Project as to occupant eligibility and unit gross rent, among other requirements. Each
building of the Project must meet the provisions of these regulations during each of 15
consecutive years in order to continue to qualify to receive the tax credits. Failure to comply
with occupant eligibility and/or unit gross rent, or to correct noncompliance within a
specified time period, could result in recapture of previously taken low-income housing tax
credits plus interest. Such potential noncompliance may require an adjustment to the
contributed capital by the limited partner. In addition, the partnership has executed an
Additional Use Restrictions Agreement with the California Tax Credit Allocation Committee
(TCAC), which will require the utilization of the Project pursuant to Section 42 for a
minimum of 30 years, even after the disposition of the Project by the partnership.



The Stratton L.P,
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2006

Cash and Cash Equivalents

For purposes of the statement of cash flows, the partnership considers all highly-liquid debt
instruments purchased with a maturity of three months or less to be cash equivalents,

Rental Property

Rental property is carried at cost. Depreciation is computed on the straight-line method over
the estimated useful lives of 27.5 years for the building, 15 years for land improvements and
five years for fumiture and equipment.

Impairment of Long-Lived Assets

In accordance with Statement of Financial Accounting Standards No. 144, “Accounting for
the Impairment or Disposal of Long-Lived Assets,” the partnership reviews its rental
property for impairment whenever events or changes in circumstances indicate that the
carrying value of an asset may not be recoverable, If the fair value is less than the carrying
amount of the asset, an impairment loss is recognized for the difference. No impairment loss
has been recognized during the year ended December 31, 2006,

Accounts Receivable and Bad Debts

Tenant receivables are charged to bad debt expense when they are determined to be
uncollectible based upon a periodic review of the accounts by management. Accounting
principles generally accepted in the United States of America require that the allowance
method be used to recognize bad debts; however, the effect of using the direct write-off
method is not materially different from the results that would have been obtained under the
allowance method.

Intangible Assets and Amortization

Deferred costs consist of costs associated with the mortgage payable of $§830,976 which are
being amortized on a straight line basis over the life of the mortgage. Accounting principles
generally accepted in the United States of America require that the effective interest method
be used to recognize amortization; however, the effect of using the straight-line method is not
materially different from the results that would have been obtained under the effective
interest method. Tax credit monitoring fees of $127,920 are being amortized on a straight

-10 -



The Stratton L.P.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2006
line basis over 15 years. As of December 31, 2006, accumulated amortization on costs
associated with the mortgage payable and the tax credit monitoring fees was $164,422 and
$51,168, respectively. Annual amortization expense over the next five years through
December 31, 2011 is estimated to be $36,269.

Rental Income

Rental income is recognized as rentals become due. Rental payments received in advance
are deferred until earned. All leases between the partnership and tenants of the property are
operating leases.

Income Taxes

Under the provision of the Internal Revenue Code and applicable state laws, the partnership
is not directly subject to income taxes. The results of its operations are includable in the tax
returns of its partners, Therefore, no provision for income tax expense has been included in

the accompanying financial statements.

Use of Ustimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period. Actual results could differ
from those estimates.

NOTE 2 - MORTGAGE PAYABLE

The mortgage payable in the original amount of $19,825,000 was funded from the proceeds
of the Housing Authority of the City of San Diego Variable Rate Demand Multifamily
Housing Revenue Bonds 2000 Series A. The proceeds of the bonds were deposited with
Wells Fargo, National Association, the Trustee, and were subsequently disbursed to pay costs
of acquisition and rehabilitation of the Project,

- 11 -



The Stratton L.P.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2006

The mortgage matures on January 15, 2033, and bears interest payable monthly at a variable
rate determined weekly by the remarketing agent, at a rate of interest which would cause the
bonds to have a market value equal to the principal amount plus accrued interest, plus a
facility and servicing fee as defined in the mortgage (3.87% for Series A at December 31,
2006). Prior to the conversion of the mortgage from the construction phase to the permanent
phase as provided in the mortgage documents (the Conversion Date), monthly payments of
interest only were due.

Following the Conversion Date, the partnership is required to make monthly deposits into a
principal reserve fund based upon a principal reserve schedule to be determined by the
servicer at the time of conversion. The mortgage converted in November 2002, At such time
as the amount on deposit in the principal reserve fund equals 20% of the original loan
amount, the Trustee shall begin applying amounts from the reserve (in $100,000 increments)
to partial prepayments of the mortgage loan and corresponding redemption of a like amount
of the bonds. At December 31, 2006, $988,133 had been paid into the principal reserve
account. Disbursements are to be made from this account only at the time the bonds are
redeemed, as determined by the servicer. In addition, monthly deposits are required to fund
escrows for real estate taxes, insurance, an interest rate cap agreement and the replacement of
Project assets.

The liability of the partnership under the mortgage is limited to the underlying value of the
rental property.

The partnership entered into an interest rate cap agreement with Morgan Stanley Derivative
Products, Inc. (Morgan Stanley), having a notional balance of $19,825,000 and maturing on
November 15, 2007. The partnership paid an interest rate cap fee of $136,793 under the
terms of the agreement, which effectively limits the partnership’s interest rate exposure on
the mortgage payable to a fixed rate of 6% per annum. The partnership is exposed to credit
losses in the event of nonmperformance by Morgan Stanley related to the agreement.
However, the partnership does not anticipate nonperformance by Morgan Stanley. Amounts
receivable or payable under the agreement are accounted for as adjustments to interest
expense on the related debt.

-12-



The Stratton L.P.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2006

Pursuant to SFAS 133, derivative instruments not meeting the criteria for hedge accounting
are recorded at fair value on the balance sheet with any change in fair value reflected in the
statement of operations in the period of change. At December 31, 2006, the fair value of the
interest rate cap was $1. During 2006, a loss in fair value of $78 has been incurred and
reflected as additional interest expense in the statement of operations.

Aggregate annual payments into the principal reserve over each of the next five years as of
December 31, 2006 are as follows:

December 31, 2007 $275,409
2008 $294,775
2009 $315,494
2010 $337,690
2011 $361,328

NOTE 3 - NOTE PAYABLE

The partnership executed a promissory note secured by a second deed of trust on the
property, with the San Diego Housing Commission in the amount of $1,565,000, on June 20,
2000, to the partnership. The note bears interest at the rate of 3% per annum from the date of
advance. Commencing June 20, 2003, and on the anniversary date thereof each year until
June 20, 2011, annual payments are required in an amount equal to the lesser of $59,337 or
75% of Project income as defined in the note. Payments are, first, to be applied to all unpaid
and accrued interest, then to the principal balance. Commencing on June 20, 2011, the
amount of unpaid principal and accrued interest shall be calculated (the Revised Loan
Balance). The Revised Loan Balance shall then be amortized over the remaining term of the
loan and will then bear interest at 3% per annum. Payments shall be made annually on June
20" of each year, commencing on June 20, 2012, and continuing until the earlier of the
maturity date or the Revised Loan Balance and accrued interest has been paid in full. The
promissory note's maturity date is June 20, 2055. During 2006, annual payments totaling
$59,337 were made and applied against accrued interest. As of December 31, 2006, the
outstanding balance was $1,565,000 of principal, and interest of $45,443 has been accrued.

-13 -



The Stratton L.P.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2006

At December 31, 2006, calculated Project income as defined in the note is as follows:

Cash $ 152,816
Principal reserve payment and accrued interest (67,828)
Required reserve for replacement deposit (4,546)
Required escrow deposits (10,152)
Project obligations

Accounts payable (18,512)

Accrued expenses (100,648)
Tenant security deposit liability (90,886)
Supervisory and incentive management fees paid in 2006 253,959
Asset management fees paid in 2006 71,929
Managing general partner and partnership

management fees paid in 2006 107,894

Project income $ 294,026

75% of Project income $ 220,520

NOTE 4 - RELATED PARTY TRANSACTIONS

Management Fees

The property is managed by FF Properties LP, (the management agent) which is an affiliate
of the co-general partner. The management agreement has an initial term of five vears, and,
if not otherwise renewed, shall be deemed to continue on a year-to-year basis, The current
management agreement provides for a monthly management fee of 4% of the gross income,
plus a monthly reimbursement of direct on-site management expenses. During the year
ended December 31, 2006, management fees of $144,561 were incurred, of which $11,998
was payable and recorded on the balance sheet in accrued expenses. Reimbursements of
direct on-site management expenses and payroll expenses of $8,458 and $433,979,
respectively, were included in operating expenses for the year ended December 31, 2006, of
which $27,408 is included in accrued wages.
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The Stratton L.P.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2006

Asset Management Fees

The partnership has agreed to pay a cumulative annual asset management fee to affiliates of
the investor limited partners for their services in monitoring Partnership activities equal to
2% of gross collected income per year. If there is insufficient cash flow in any year, the co-
general partner shall make a subordinate loan to the partnership to pay the fee currently,
should the co-general partner fail to make subordinated loans, any such fee paid should
accrue and be payable from subsequent year’s cash flow and capital proceeds. For the year
ended December 31, 2006, asset management fees of $71,573 were incurred and $6,004
remains payable as of December 31, 2006.

The partnership has also agreed to pay a cumulative annual asset management fee to the
managing general partner equal to 1% of the partnership’s gross collected income. The fee is
payable from cash flow in the order of priority provided in the partnership agreement. For
the year ended December 31, 2006, asset management fees of $35,786 were incurred and
$9,006 remains payable as of December 31, 2006.

Partnership Management Fee

The partnership shall pay to the co-general partner a noncumulative annual partnership
management fee in an amount equal to 2% of the partnership’s gross collected income in the
year in which the partnership’s management fee is earned and shall be due and paid annually
beginning 30 days after final closing. The partnership management fee shall be payable
solely from cash flow or capital proceeds. For the year ended December 31, 2006,
partnership management fees of $77,933 were incurred and $6,004 remains payable as of
December 31, 2006,

Supervisory and Incentive Management Fee

The partnership shall pay the co-general partner a noncumulative supervisory and incentive
management fee from cash flow and shall pay the co-general partner and managing general
pariner a noncumulative supervisory and incentive management fee solely from proceeds
from a capital transaction as provided in the partnership agreement. The fees are equal to
90% of remaining cash flow payable in the order of priority set forth in the partnership
agreement. The fees from capital transactions are to be split 85% to the co-general partner
and 5% to the managing general partner. For the year ended December 31, 2006, supervisory
and incentive management fees incurred and paid were $253,959.
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The Stratton L.P.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2006

Operating Cash Flow

The amount of surplus cash flow after the final closing sha!l be distributed as follows:

1.

2.

to the payment of the managing general partner’s asset management fee as provided;

to the payment of the investor {imited partners of any current and accrued asset
management fee;

to the payment of the deferred developer fee;
to the payment of any subordinated loans of the co-general partner;
to the payment of the partnership management fee;

to the payment of the supervisory and incentive management fee to the co-general
partner; and

the balance, 99.9% to the investor limited partners, .079% to the co-general partner,
.02% to the managing general partner and .001% to Protech.

NOTE 5 - PARTNERSHIP GUARANTEES

The partnership agreement and related documents provide for various agreements between
the co-general partner (the Guarantor) and the limited partner as follows:

Tax Credit Recapture Guaranty

The co-general partner has agreed to reimburse the limited partner certain amounts if there is
a fax credit recapture event or a credit deficiency, as defined in the partnership agreement, for
any reason other than a change in the tax or the actions of the limited partner.
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The Stratton L.P.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2006

Obligation to Provide for Project Expenses

The co-general partner is obligated to advance funds to the partnership pursuant to the
partnership agreement to fund operating deficits up to a maximum amount equal to the
development fee carned. Any such loans will be noninterest bearing and repayable in
accordance with the partnership agreement. As of December 31, 2006, no amounts were
outstanding under this obligation.

NOTE 6 - CONCENTRATION OF CREDIT RISK

The partnership maintains its operating cash bank balances with major financial institutions
and its restricted cash reserve with the Bond Trustee. At times, these bank balances may
exceed federal insurance limits; however, the partnership has not experienced any losses with
respect to bank balances in excess of government provided insurance. Management believes
that no significant concentration of credit risk exists with respect to these cash balances as of
December 31, 2006.

NOTE 7 - RECONCILIATION OF FINANCIAL STATEMENT TO TAX RETURN

A reconciliation of financial statement net loss to the loss of the partnership, as reported on
the partmership’s Federal tax return for the year ended December 31, 2006 is as follows:

Financial statement net loss $  (481,240)
Adjustments
Prepaid rent (33,377)
Depreciation and amortization (29,598
Other adjustments 78
Loss as reported on Federal tax return $  (544,137)
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The Stratton L.P,
SUPPLEMENTAL INFORMATION
SCHEDULE OF OPERATING EXPENSES

Year ended December 31, 2006

Administrative

Advertising 5 11,562
Office supplies 10,108
Professional fees 90,200
Bad debt expense 12,656
Telephone expense 6,736
Miscelianeous administrative 35,878

Total administrative 8 167,140

Utilities

Electric $ 32,795
Gas 105,534
Water and sewer 191,034
Trash removal 34,959

Total utilities 3 364,322

Operating and maintenance

Tanitor and cleaning $ 7,633
Grounds maintenance 49,660
Maintenance supplies and material 6,315
Repairs contract 50,575
Extermination 10,841
Cable 77,358
Resident functions 18,985
Security 102,296

Total operating and maintenance $ 323,663

Payroli and related expenses

Office salaries $ 361,249
Payroil taxes and workmen’s compensation 30,612
Health insurance and employee benefits 59,659

Total payroll and related expenses $ 451,520

Taxes and insurance

Property taxes $ 44,687
Property and liability insurance 115,347
Miscellaneous taxes, insurance, licenses and permits 5,538

Total taxes and insurance $ 165,592

-19-



STRATTON

ATTACHMENT - 3

Projections - Suvject e Change

Proforma to End of Compiiance Period

Encome:
Total Gross Potentiat Rent

Vacancy & Other Rent Loss
Net Rental Revenue:
Other Income

Total income

Operating Expenses:
Management Fees
Payroli

Administrative
Advertising & Promotion
Repairs and Maintenance
Make Ready

Buildingf Services
Utilities

Property Taxes
Insurance

Replacement Resarve

Total Operating Expenses:

Net Operating Income:

Debt Service:

Senior Loan

SDCH Loan

Total Debt Service

interest income {from Principal Reserve Balance)
OCR (Excluding Interest income}

Cash fFlow

Waterfall:
Managing GF Asset Management Fee

Invastor L? Asset Managament Fee
Co-GP Assst Managsment Fee
Co-GP Incentive Management Fee
Distributions:

Dist. To Co-General Partner

Dist. To Managing Generai Partner
Dist. To Additional Generai Partner
Dist. To Investor Limited Pariner

Totai Fees & Distributions

Remaining Cash Flow

Comptiance Year:

3,0% Annuai Increase

50%

3.0% Annuat increase

4.0% Annual increase

1.0% of Gross tncome
2.0% of Gross Income
2.0% of Gross income
95.0% of Remaining CF
C.0T8%
0.020%

0.001%
99.900%

Year 8 Year 9 Year 50 Year 11 Year 12 Year 13 Year 14 Year 15
2008 2009 2010 2014 2012 2013 2014 2018
3780788 3804518 4021654 4,142,304 4268573 4394570 4526407 4,662,200
(189,540 {185226) (201,083} (207,115} {213.329y (218,729} (226,320) {233,110}
3.601,255 3,709,281 3,820,572 3,935,189 4,053,245 4,174,842 4,300,087 4,428,090
154,671 158,311 164,080 168,013 174,084 179,306 184,685 180226
3,785,926 3,868,604 3,984,662 4,104,202 4,227,328 4,354,148 4,484,772 4,619,318
131,040 138,282 141,733 147,402 153,298 159,430 165,807 172,440
489,200 519168 5399356 561,832 583,993 607,363 631,647 656913
78,000 78,000 81,120 84,385 87,739 ©1,249 94,858 98,695
12,000 12,480 12,879 13,468 14,038 14,600 16,184 158,791
80,000 83,200 86,528 89,889 93,589 97,332 101,226 105275
48,000 49,920 51,817 53,893 66,153 58,388 60,735 63,165
188,000 196,520 203,341 211,474 218,933 228,731 237,880 247,395
38392%¢ 399286 415358 431,868 448143 467108 485793 505224
34,000 35,360 38,774 38,245 39,778 41,266 43,021 44,742
67,080 69,763 72564 75,456 78,474 81,613 84,878 88,273
108,200 109,200 109,200 108,200 109,200 109,200 108,200 109,200
1,627,449 1,688,179 1,751,338 1,817,024 1,885,337 1,956,382 2,030,268 2,107,112
2,128,477 2,180,425 2,233,324 2,287,178 2,341,991 2,367,766 2,454,503 2,612,203
1,336 588 1,356,316 1,378,802 1402248 1,427 664 14548568 1,483,984 1515147
59,337 58,337 59,337 59,337 64,483 84,483 &4 463 64,463
1,394,925 1,415,653 1,437,839 1,461,585 1,492,128 1,519,331 1,548,447 1,579,611
54,316 66,433 79,504 93,442 108,360 124,326 141,418 158,707
1.53 1.54 1,855 1.56 1.57 1.58 1.89 +.59
787,869 831,254 874,988 919,035 858,223 1,002,761 1,047,472 1,082,300
37,859 38,688 39,847 41,042 42273 43 541 44,848 46,193
75118 77872 79,883 82,084 84,547 87,083 89,605 82388
75118 77,372 78,893 82,084 84,547 87.083 88,685 92 388
540,085 574,042 608,181 642,442 872,171 706,548 740,810 775,200
47 0 53 56 59 62 85 B8

12 13 14 14 15 15 18 t7

1 1 1 1 1 1 1 1

53,947 63,719 67,508 71,311 74,811 78,427 82 241 86,047
187,869 831,264 874,589 919,035 958,223 1,002,761 1,647,472 1,082,300
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