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Glacier State Apartments

The newly renovated Glacier State Apartments in Kalispell, Montana,
celebrated their Grand Opening on October 29th. Over the course of 2009,
the Glacier Manor and Treasure State Apartment complexes received
substantial makeovers that will preserve them in the affordable housing
inventory fleet for years to come. The Monfric Group, Northwest Montana
United Way, and Treadstone Housing, LLC, joined forces to manage the
redevelopment and financing of these two projects. Both projects have a
combined total of 99 units that have served the Flathead area senior living
community in excess of 25 years. Financing for the renovations came in the
form of 4% Low Income Housing Tax Credits and tax-exempt bonds.

The former Treasure State Apartment complex is now newly
renovated as the Glacier State Apartments.

Many local entities, including the Kalispell Chamber of Commerce, were on
hand to present the properties back to the community. Each complex received
an extensive facelift both inside and out. Although the updates are too numerous to list, the exteriors of each complex boast new siding,
roofs, windows, parking lots, and landscaping; while the interiors show off new paint, flooring, lighting, improved elevators, new cabinets, new
appliances, enhanced ventilation systems, and updated common areas. A noteworthy improvement was made to the former Glacier Manor
complex with the addition of a covered transit stop.

In 2008, the Montana Board of Housing awarded Low Income Tax Credits to the project for the acquisition and rehabilitation. MPEG was
proud to work with Wells Fargo Bank to provide the equity financing for this fine property and renovation project.

Mountain View Apartments Il

The community of Hamilton, Montana is experiencing tremendous population
and economic growth, and the demand for affordable housing is high. Summit
Housing Group, Inc., has recognized and responded to the need for housing
by previously developing Mountain View Apartments | & II. Construction is
now complete on their latest addition to the affordable housing inventory in
Hamilton, known as Mountain View Apartments Il.

Representatives from many local area businesses as well as the Montana
Board of Housing were on hand as the newly-constructed 46-unit multifamily
housing complex was presented to the community at its Grand Opening on
October 14, 2009.

The newly constructed Mountain View Apartments Ill.

Set against a mountainous backdrop, the project resembles more of a townhome structure offering an attractive and modem design approach
to affordable housing. Mountain View Apartments Il is one of the few multi-family projects in the area to offer a 3-bedroom living option.
Some of the additional amenities of the apartments include carports, washers and dryers in each unit, air conditioning, private balconies, and
acommon area playground.

In order to assist the project’s financing requirements, the Montana Board of Housing issued Low Income Housing Tax Credits to the project
in 2008. MPEG arranged to purchase the tax credits, thereby providing the equity financing. Additional debt financing was provided through
a construction loan from First Interstate Bank in Missoula and a permanent loan from the local Ravalli County Bank.




LOOKING AHEAD AT UNDERWRITING

The uncertainty in the Low Income Housing Tax Credit (LIHTC) market over the previous two years has raised the underwriting expectations
of investors across the nation. As you are planning new developments and tax credit applications, please be mindful of these underwriting
standards when you seek commitments from equity investors.

Cash Flow Projections:

Rents should be targeted at least 5% below the LIHTC
program maximum rents and 10% below market rate

rents. And, of course, you don’t want to be the project with
the highest LIHTC rents in town. Income trending at an
escalator of 2% per year has become standard throughout
the industry. “Other income” should be supported and
interest from reserve accounts should not be included

in “other income.” In addition, investors have also been
paying attention to stagnant Area Median Income (AMI)
levels. If the county or Metropolitan Statistical Area (MSA)
has not experienced AMI growth of 2% per year, perform a
sensitivity analysis based on the AMI growth trend to make
sure you avoid cash flow problems in later years.

Operating expenses should be supported by at least 3
operating comparables from the sponsor or property
management company’s portfolio. On acquisition-
rehabilitation projects, use the prior year’s expenses
increased by 3% as well. Trending for operating expenses
should be 3% per year. If your project has tax abatements
that will not be in place for the full 15-year compliance
period, plan for the impacts to the debt service coverage
ratio when the tax abatement burns off.

MPEG underwrites all LIHTC developments with a minimum
vacancy rate of 7%; however, please note that a higher
minimum vacancy rate will likely be used when the market
or the project size necessitates a more conservative
approach.

Do not choose your market study analyst based on who is
cheapest, an inadequate market study will likely result in
another study being required.

Construction:

New construction projects should include a contingency

of at least 5%. Contingency for acquisition-rehabilitation
projects should be a minimum of 10%. The level of
rehabilitation should include all major building systems
including: roofs, windows and doors, siding, heating and
cooling systems, plumbing and light fixtures, cabinets, floor
coverings, parking lots and landscaping.

Construction contracts should be fixed-price contracts.
An architect’s agreement will be required for all projects.
Liability insurance will be required for the General
Contractor, Architect, and Environmental Engineer.

Payment and performance bonds should be included in
all projects. The requirement for third party construction
inspectors is becoming standard.

Reserves:

An operating reserve equal to at least 6 months of operating
expenses, debt service and replacement reserve is
standard. This reserve level may be increased based on the
sponsor financial strength.

Special purpose reserves may be required for instances
where project-based rental subsidies are subject to annual
appropriations or there are project shortfalls due to the burn
off of tax abatement, etc.

Replacement Reserves should be trended at 3% per year
for all projects. In addition, they should be set at a level
high enough to be appropriate for the scope of work in
acquisition-rehabilitation projects.

The importance of using an experienced development team cannot be stressed enough. Overall, the market and underwriting standards are

continuing to change, so structure your projects conservatively. There are still more projects than investor dollars. Investors are aware of this

fact and they're looking for the best underwritten projects. Please contact MPEG with any questions. It is best to have us review the project and

assumptions prior to the application to hopefully avoid any issues that may come up later.
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PRESIDENT’S MESSAGE

A year of significant change.

Don Sterhan
MPEG President & CEO

Over this past year, we have certainly
witnessed some very challenging and unusual
circumstances in the Low-Income Housing Tax
Credit (LIHTC) industry. From low tax credit
prices and a serious lack of equity capital to
the introduction of the Tax Credit Assistance
Program (TCAP) and Section 1602 Tax Credit
Exchange Program (TCEP), this year has
definitely been one for the record books.

These changes have resulted in the industry
becoming more complex and unpredictable,
forcing us all to work a little harder and smarter

just to keep pace with previous years. It's safe to say all parties in this
industry including developers, lenders, investors, and state housing
agencies, found themselves having to learn and adapt. Many of the
new changes have proven difficult to implement; however, through great
perseverance by all parties involved, deals are getting done!

LIHTC APPLICATIONS

Yes, that’s right. Despite the recent challenges in the industry,
projects are getting done and we are, in fact, continuing to deliver
quality, affordable housing to those in need. | credit this outcome
to the expertise and tenacity of the industry’s key players, as well
as their good faith effort to work together. We should be proud of
the cooperative spirit demonstrated by this industry as we worked
collectively to interpret and apply the new rules and opportunities
related to the TCAP and TCEP monies. All those who have worked
diligently through these challenging times are to be commended for
their success in achieving this common goal.

Let’s keep up the good work and build upon this momentum as

we approach the year ahead. By working together as an industry
group, we will overcome and outlast the tough economic times — and
we will continue to produce good results!
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Housing Tax Credits are available each year through the State Housing Finance Agencies.

Montana:

website at: www.housing.mt.gov

North Dakota:

www.ndhfa.org.

Tax Credit Applications Deadline is January 15, 2010.
The Montana Board of Housing (MBOH) will close

the first round of Low Income Housing Tax Credit
applications on January 15, 2010. There will be
$2,430,000 in available funding. The MBOH will
review and score applications with the final award
announcements given at the May MBOH Board of
Directors meeting. For more information on the LIHTC
program or the application process, visit the MBOH

Tax Credit Applications Deadline is February 26, 2010.
The North Dakota Housing Finance Agency (NDHFA)
announced they will close the first round of Low Income
Housing Tax Credit applications on February 26, 2010.
There will be $2,430,000 in available funding. The draft
QAP is currently available on the NDHFA website with
the final QAP expected to be posted by late December.
For more information on the LIHTC program or the
application process, visit the NDHFA website at;

Wyoming:

Tax Credit Applications Deadline is January 29, 2010.
The Wyoming Community Development Authority
(WCDA) will close the 2010 application round for the
HOME, Tax Credit, and Community Development
Block Grant Programs on January 29, 2010.
Approximately $2,648,607 in Tax Credit funds will
be available for allocations, of which $303,702 will
be restricted to the non-profit set-aside. For more
information, visit the WCDA website at:
www.wyomingcada.com.

South Dakota:

Tax Credit Applications Deadline is February 26, 2010.
The South Dakota Housing Development Agency
(SDHDA) will close the first round of the 2010 Low
Income Housing Tax Credit applications on the last
working day of February. The 2010 deadline will be
5:00 p.m. CST, February 26, 2010. SDHDA estimates
the state will have approximately $2,450,000 in

LIHTC funds available for the 2010 application cycle.
For more information on the LIHTC program or the
application process, visit the SDHDA website at:

www.sdhda.org.



CALENDAR UPCOMING NOTICES & EVENTS

Montana:
¢ 2010 Statewide Housing Conference
June 15- 17, 2010, Helena, MT
Details on the NeighborWorks Montana website.

www.nwmt.org

North Dakota:
o Statewide Housing Conference
February 23 - 24, 2010, Bismarck, ND

Registration materials will be available in January.

www.ndhfa.org

South Dakota:
o 2010 Statewide Housing Conference
November 9 - 10, 2010, Pierre, SD
Details to be provided at a later date.

www.sdhda.org

Wyoming:
* Wyoming NAHRO
Housing & Community Development Conference
April 21 - 23, 2010, Casper, WY

Registration materials will be available in January.
www.wyo-nahro.org

CURRENTTAX CREDIT RATES

LIHTC RATES - 70% | 30% | 70%
January | 7.93% 3.28% 7.65%
February : | 7.92% | 3.23% | 7.53%
March _ | 7.84% | 3.27T% | 7.63%
April | | 7.84% | 3.29% | 7.67%
May | | 7.80% | 3.28% | 7.65%
June | | 7.89% | 3.30% | 7.71%
July | | 7.93% 3.35% | 7.82%
August . | 7.84% | 3.35% 7.82%
September _ | 793% | 3.36% | 7.84%
October _ | 7.87% | 3.33% | 7.78%
November | | 7.83% | 333% | T76%
December | | 7.84% | 3.34% | 7.79%

For 70% credit projects, the Housing and Economic
Recovery Act of 2008, allows buildings placed in service
after July 30, 2008 and before December 31, 2013, to use the
minimum rate of 9%. No similar flat rate was set for

30% credits.

COMING SOON

MPEG reaches yet another milestone with the recent closing of
its first South Dakota project, the Sunshine Park Townhomes.

In April 2009, Sunshine Park Limited Partnership was awarded
tax credits by the South Dakota Housing Development Authority
(SDHDA), for the purpose of funding the construction of the
Sunshine Park Townhomes in Aberdeen, South Dakota. With
substantial job creation occurring through business expansion
and new business development, there is a definite need for more
affordable housing in Aberdeen.

Sunshine Park Townhomes will be comprised of five buildings
housing 28 townhome-style multi-family units consisting of 20
two-bedroom, 6 three-bedroom, and 2 four-bedroom tax credit
units. All of the 28 units will have gross rent levels that are at or
below the current applicable payment standard for the Housing
Choice Voucher Program, making these units available to tenant
households with a Voucher.

Through an affiliate company, the Aberdeen Housing Authority
(AHA) will act as the Developer, Co-owner, Property Manager

and will provide a portion of the construction and permanent loan
financing to the project. Beyond Shelter, Inc. (BSI), is participating
as Co-Developer to AHA. BSl is a 501(c)(3) organization and a
Community Housing Development Organization (CHDO). Homes
Are Possible, Inc. (HAPI), through an affiliate company, will act as
Co-General Partner of the project and participate in the project’s
operations. The builder/contractor is Terry Welle Construction, Inc.

The Sunshine Park Townhomes project has experienced a

great deal of support from both the City of Aberdeen and Brown
County. The project qualified for the 130% Boost, as it is located
within an area that is part of the City of Aberdeen’s Concerted
Community Revitalization Plan. In addition, the project is eligible for
Neighborhood Stabilization Program (NSP) funds, as it redevelops
Vacant Property.

MPEG is proud to be able to provide the equity financing to this
project through the purchase of the Low Income Housing Tax
Credits. The SDHDA also awarded funds to the project from the
Tax Credit Assistance Program. This project is a fine example
of how deals are getting done under the American Recovery &
Reinvestment Act of 2009.

MPEG offers its congratulations to the team for their hard work
and dedication in bringing this project to ground breaking. Defying
the odds of winter, construction of the Sunshine Park Townhomes
kicked off on December 8, 2009.








