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221d4 New Construction
Concept Meeting
Prepared by: Bedford Lending Corp
                                                     April 18, 2015

I. General Information:

1. Name and Address of Project:
The ABC Apartments
123 Rd
Seattle, WA 12345
2. Lender:  
Bedford Lending Corp.
40 S. River Road Suite 22
Bedford, NH 03110
3. Proposed MAP Team:
Underwriter - Chuck Reese of Bedford Lending Corp. 
Market Study – Brian R O’Connor of O’Connor Consulting Group. 
Appraisal - To be determined
Architectural Review: Paul Daltas of Surveys, Inc. 

Resumes on all of the above are attached as Exhibit A.

II. Basic Proposal for New Construction:

1. Section of the Act:   221d4
2. Number of units/Unit Composition:  The ABC Apartments will consist of one 3-story building with a total of 40 market rate units. The proposed project will be situated on a .95 acre site in the ____ section of Seattle, WA.
Of the forty units there will be a total of three (3) studio units of 600 SF, five (5) one bedroom/one bath units of 650 SF, twenty-six (26) two bedroom/one bath units of 875 SF and six (6) three bedroom/two bath units.   Proposed rents for the studio units is $750 per month, one bedroom units will be $895 per month while rents for the two bedroom units will be $1,095. The three bedroom units will rent for $1,295 per month.

All units will include an entry into a living room, kitchen, and dining area, master bedroom with walk-in closet, bathroom and utility closet as well as additional bedrooms depending upon unit size.
Kitchens will include an appliance package with refrigerator, oven/range and microwave, garbage disposal and dishwasher; patio/balcony. Kitchens as well as bathrooms will have vinyl tile flooring. The building will have laundry facilities on site.

[bookmark: _GoBack]It is important to note that the project has limited onsite parking. However, the project is within walking distance to Portland’s extensive mass transit system named TriMet. TriMet provides bus, light rail and commuter rail transit services in the greater Portland area. Portland has one of the highest mass transit use rates in the US; TriMet ranks 9th in per capita ridership. TriMet is growing at a faster rate than both the population and vehicle miles traveled. According to the operation’s website 78% of riders in the greater Portland area choose TriMet over driving. 

Preliminary plans are attached as Exhibit B

3. Project Mortgage: The proposed mortgage amount is $4,651,000. The borrower’s equity contribution will be $1,259,962 comprising:

1. $350,000 in Land Cost
2. $326,611 LoC to fund IOD of $140,571 and Working Cap of $186,040
3. $475,850 (10%) BSPRA Credit
4. $107,501 Equity Injection (Cash at Closing)

Value is based on the recent purchase price and will be subject to project specific appraisal at time of pre-application.   The site of the proposed project will be approximately .95 acres.  A draft of the HUD-92013 is attached as Exhibit C.

Initial Underwriting Notes:
· Rents range from a low of $750 per month to a high of $1,295 per month. A breakdown is outlined in the HUD-92013.  Rents were determined by the proposed management agent based on competitive projects in the immediate area.   A check of the HUD Fair Market Rent Documentation System for the Portland-Vancouver-Hillsboro, OR-WA MSA indicates proposed rents are in line.
· Operating expenses are based on $3,425 per unit and will be subject to findings in the market study and appraisal to be completed at time of pre-application.
· Land value is based on sales price of the land.
· Initial operating deficit is based on 6 months debt service and will be subject to review by the appraiser.
· Initial stress test is based on 2% increase in rents and 3% increase in expenses going forward.
· An initial interest rate of 4.50% was used based on current market conditions.  The borrower has sufficient cash to increase equity if rates increase.
· It is anticipated that the project will receive a ten (10) year tax abatement, however as the project is constrained by cost, no additional loan proceeds are available.  
· Due to the lack of onsite parking, the third party vendors will be requested to include a section in their report on whether off-site street parking along with the project’s proximity to the TriMet is sufficient.

4. Basic Information on Developer and Principals:  The borrower has formed a single purpose entity for the proposed project, The ABC LLC; a breakdown of the ownership structure and percentage of ownership is as follows: 
A. Ownership:
1. Kyle Jean (10% Member) For the past 33 years, Mr. Jean has worked as a CPA. Mr. Jean also comes from a construction family background.  He has owned and managed two apartment complexes and more than a dozen single family rentals.  Mr. Jean’s personal financial statement dated 12/31/14 reflects a personal worth of $2,265,577 with total assets of $2,760,577 in relation to total liabilities of $495,000.  Total assets are centered in retirement related accounts of $1,380,000, the value of his real estate investments of $535,000, and the value of personal real estate of $484,000.  Liquid assets were $197,756. Total liabilities of $495,000 were centered in mortgage payables of $345,000.

2. Wayne Jean (10% Member) Mr. Jean is currently employed as Vice President Global Supply Chain for ABC International, and receives an annual salary in excess of $400,000. Mr. Jean also comes from a construction company family. A personal financial statement dated February 8, 2015 reflects a personal worth of $2,776,000 with total assets of $2,779,000 in relation to total liabilities of $3,000. Total assets are centered in retirement accounts of $1,084,000 and cash and investment accounts of $674,000.

3. Lisa Jean (40% Member) – Ms. Jean is President of ABC LLC, an Oregon based real estate company that builds and renovates single family homes. Ms. Jean is also the owner and operator of ABC LLC, an investment company that owns a number of rental properties. 

Ms. Jean’s personal financial statement dated 2/20/15 reflects a net worth of $1,131,861 with total assets of $2,923,231 in relation to total liabilities of $1,781,379.  Total assets of $2,923,231 are centered in real estate holdings of $2,655,000 and liquid funds of $135,250. Total liabilities of $1,791,370 comprise $1,754,000 in mortgages and $37,370 in short term notes.  Ms. Jean’s real estate holdings generate $7,800 a month. A full REO report will be submitted at the pre-app stage.


  B. Development Team:
     A. General Contractor: ABC LLC.
     B. Architect: ABC LLC.
     C. Engineer: ABC LLC.
     D. Management Company: ABC LLC.

All member of the development team have experience with multi-family projects.

5. Management Company: Bluestone & Hockley Real Estate Services will be providing day-to-day management of the proposed project. The company has provided residential and commercial real estate management services to the greater Portland area since 1972. The company operates as a full service real estate management company with offices in Portland, OR and Vancouver, WA.   The company currently manages over 6,000 units (2,200,000 SF) with a well balanced portfolio that includes houses, apartment communities, mobile home parks, condominiums and commercial properties.  
In 2011, Bluestone & Hockley joined the brokerage network of Sperry Van Ness to provide brokerage services to its client base and potential real estate investors.  
The Portland Business Journal has ranked Bluestone and Hockley as one of the top 15 largest commercial management firms in the area.  As members of the Institute of Real Estate Management (IREM), B&H was awarded Accredited Management Organization (AMO) in 1998.  Cliff Hockley, the firm’s President, is a Certified Property Manager and Certified Commercial Investment Member (CCIM).  The company is also a member of the Rental Housing Association of Greater Portland and Multifamily Northwest, an association promoting quality rental housing in the greater Portland area.  
Multifamily projects presently managed by B&H include the following:
· Greenwood Village – a 55 unit project located at 10NE 162nd Ave in Portland, OR.
· Dalton Park - a 36 unit project located at 14201 E. Burnside in Portland, OR.
· Patia’s Corner Apartments - a 65 unit project located at 15847 SE Stark St. in Portland, OR.
· Glendoveer Village - a 13 unit project located at 74-98 SE 148th Ave in Portland, OR.
Bluestone & Hockley currently manages no HUD projects, but have agreed to attend local seminars in order to understand HUD’s management requirements.  The company has been provided with HUD’s Summary of Financial Reporting and Audit Guidance Brochure in advance.
Additional information with regard to Bluestone and Hockley can be found at their website; http://www.bluestonehockley.com/
6. Previous HUD experience:  The developers and management company have no previous HUD experience.  The general contractor, ABC LLC has completed a number of FHA insured projects.

7.  Geographic Location with Map (Exhibit D):  The project will be located at Seattle, WA.

8. Photographs of the Subject and Immediate surroundings:  (Exhibit E)
9. Amenities:  Units will be well appointed and laundry facilities will be on site.

10. Green/sustainability features: Green construction features will be incorporated wherever possible and economical. The General Contractor for the project, ABC LLC is a LEED certified.  A Green Sustainability Questionnaire is attached as Exhibit F.

11. Is Project part of the city’s redevelopment plan:  No.

12. Is it a Transit Oriented Development:   Due to its limited onsite parking and the extensive mass transit system in Portland, the project is a transit oriented development. TriMet provides bus, light rail and commuter rail transit services in the greater Portland area. Portland has one of the highest mass transit uses in the US; TriMet ranks 9th in per capita ridership. TriMet is growing at a faster rate than both the population and vehicle miles traveled; 78% of riders in the greater Portland area choose TriMet over driving.

13. Preservation: No.

14. Environmental Issues:  No known environmental issues. Phase I Environmental will be provided at time of pre-application.
15. Actual/potential risks and mitigating factors:  Extending credit on multifamily housing can result in risk.  However, the subject property features the following mitigants:
· A qualified ownership & management team, 
· All principals have strong net worth,
· A General Contractor with HUD experience
· A solid market with an excellent location within the market,
· Current market conditions reflect low vacancy rate, less than 5% with demand exceeding supply,
· The Net Operating Income provides a  projected debt service coverage ratio of 1.22x for the proposed financing; if savings on real estate taxes are added back, the debt coverage ratio increases to 1.33x,
· A solid collateral position with a loan to estimated replacement cost of 83%,
· The property will breakeven at 81% occupancy, or 32 units of the proposed 40 units.

16. Any anticipated waiver requests:  None.
17. Other Funding Sources: There are no other funding sources associated with the project.  

III. Proposal Exclusive to New Construction:

1. General Contractor 

The general contractor will be ABC LLC of Boise, ID. Founded in 2001, ABC LLC engineers some of the largest modular construction projects in the Northwest. ABC LLC is the leading systems-built off-site producer of large modular construction projects and modular multi-family housing in the Western United States. Services offered include design and engineering, estimating and budgeting, project management, manufacturing, transportation and on-site supervision/coordination.
ABC LLC provides modular construction for commercial projects, including office buildings, schools, hotels, student housing, military and tribal housing projects.  Additionally they construct residential properties that include condos, town houses, senior housing, student housing and apartments.  Notable commercial projects include the Woman’s Shelter Home in Pinedale and Alton, WY and the Educational Service District in Yakima, WA.
The company is a certified green builder with an on staff LEED AP.
Multifamily projects completed include the following:
· Harbour Landing Apartments - a 314 unit apartment complex located in Saskatchewan Canada,
· Cahill Park Town Homes - a 160 unit project located in San Jose, CA,
· Cabarton Duplexes - a six (6) unit development located in Cascade, ID,
· Bakersfield Apartments - a 80 unit apartment complex located in Bakersfield, CA,
· Miller Hill - a 34 unit project located in Fort Lewis, WA,
· Willow Plaza Apartments - a 12 unit project located in Bishop, CA,
· Town Center Apartments - a 220 apartment complex located in Fort Lewis, WA,

The company will provide a list of previously completed HUD projects at time of pre-application.



2. Site Improvements: Total improvements are broken down as follows:
	Site Improvements
	$500,000

	Construction Cost
	$2,950,800

	Bond Premium/Other Fees
	$851,009

	Architectural Fees
	$43,750

	Finance Charges, Interest Carry, HUD Fees
	$342,442

	Legal & Organizational
	$70,500

	BSPRA (10%)
	$475,850

	Total Estimated Development Costs
	$5,234,351

	Land Value
	$350,000

	Total Estimated Replacement Cost
	$5,584,351


The cost per square foot is $123.45, and the average cost per unit is $130,859.
3. Commercial Component: None
4. Community/City/State Support: None
5. Development Status: Preliminary approvals are in place.                                                              
6. Market Conditions:  
The project will be located in Seattle WA, which is a residential area. According to the management agent, this is a neighborhood in upwards transition with numerous retail and commercial tenants entering the area. The management company indicated the average vacancy rate in Greater Portland area is 2.4%.
Projects in the immediate area managed by the management company have vacancy rates in the 6% range.  
The Lender will rely on the local HUD office for current market conditions at this stage of processing, however a full market study will be completed at time of pre-application.
2

