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I. INTRODUCTION

A. PURPOSE

The purpose of this report is to evaluate the current and anticipated single-
family, condominium, conventional apartment, senior housing, and
manufactured housing conditions in Lapeer County, Michigan. The intent
of this analysis is to provide an indication of current market support for for-
sale or for-rent residential housing in Lapeer County, with particular
emphasis on the City of Lapeer and Imlay City. Our conclusions will note
the current status of the market (whether it is overbuilt or underserved),
where the market appears to be headed, and where current residential
opportunities exist.

We have provided a comprehensive overview of the housing market’s
current status within Lapeer County, including the City of Lapeer and Imlay
City. This overview includes the current supply and demand characteristics
for for-sale and for-rent residential alternatives. A discussion of the long-
term outlook for housing within Lapeer County, and a discussion of the
elements necessary to provide demand for housing that may not currently
exist are also provided. Ms. Sara Coulter, Director of Housing and
Neighborhood Development for the City of Lapeer, initiated this report. In
addition to the City of Lapeer, the following organizations contributed
funding to this report:

e Michigan State Housing Development Authority (MSHDA)
e Lapeer Neighborhoods Incorporated (LNI)

e Lapeer Housing Commission

e Human Development Commission

e Imlay City

e Lapeer County Community Mental Health

e Lapeer County United Way

e Lapeer County Continuum of Care
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B. METHODOLOGIES

Methodologies used by VWB Research include the following:

e A comprehensive field survey of modern housing alternatives in the
market including single-family homes, condominiums, conventional
apartments and senior housing developments is conducted. The intent
of the field survey is to measure the overall strength of the residential
market. This is accomplished by evaluation of unit mix, vacancies,
sales prices, absorption and sales velocities, and an overall assessment
of the quality of product.

e Economic and demographic characteristics of the area are evaluated.
An economic evaluation includes an assessment of area employment
composition, income growth (particularly among the target market),
building statistics, and area growth perceptions. The demographic
evaluation uses the most recently issued Census information.

e Area building statistics and interviews with area officials familiar with
area development provide identification of those properties that might
be planned or proposed for the area that will have an impact on any
future development in the market. Planned and proposed projects are
always in different stages of development. As a result, it is important
to establish the likelihood of construction, timing of the project, and its
impact on the market.

C. REPORT LIMITATIONS

The intent of this report is to collect and analyze significant levels of data to
forecast the market potential in the market within an agreed to time period.
VWB Research relies on a variety of sources of data to generate this report.
These data sources are not always verifiable; however, VWB Research
makes a significant effort to assure accuracy. While this is not always
possible, we believe our effort provides an acceptable standard margin of
error. VWB Research is not responsible for errors or omissions in the data
provided by other sources.

Any reproduction or duplication of this report without the expressed
approval of the City of Lapeer or VWB Research is strictly prohibited.
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D. SOURCES

VWB Research uses various sources to gather and confirm data used in
each analysis. These sources, which are cited throughout this report,
include the following:

e The 1990 and 2000 Census on Housing

e Claritas

e Area Chamber of Commerce

e Management for each property included in the survey
e Local planning and building officials

e Local Housing Authority representatives

« National Alliance to End Homelessness (NAEH)
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I11. SURVEY AREA DELINEATION

For the purposes of this study, the study area is Lapeer County, with specific
emphasis on the City of Lapeer and Imlay City, which are the two largest cities
in Lapeer County.

The residential housing survey for Lapeer County included for-sale single-
family homes, condominium projects, conventional apartment properties,
senior housing facilities, and manufactured home communities. Each housing
component surveyed is presented in a county-wide format. Projects located in
the City of Lapeer and Imlay City will be discussed in more specific detail. In
addition, separate maps of the City of Lapeer and Imlay City will be provided
to show the location of each project within each respective city.

Note that a Primary Market Area (PMA) was not established as part of this
Housing Needs Analysis. The Primary Market Area (PMA) is a geographical
area of similar economic and demographic characteristics that impacts a
specified area (i.e. a city or village). The intent of this analysis was to show
current and planned inventory for each housing type in Lapeer County. A PMA
is usually established for specific project concepts, with a specific site.
Naturally, any site specific development would generate a PMA that will likely
differ from the market areas established for this report.

Maps of Lapeer County, the state of Michigan, the southeastern portion of
Michigan, the City of Lapeer, and Imlay City are on the following pages.
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V. AREADEMOGRAPHIC CHARACTERISTICS

The purpose of this section of our report is to provide various population and
household characteristics for Lapeer County, Michigan, including the City of
Lapeer and Imlay City. In addition, we have provided demographic trends of these
three study areas. Such a comparison will allow us to draw conclusions as to the
potential opportunities within these markets.

A. LAPEER COUNTY DEMOGRAPHIC CHARACTERISTICS
(INCLUDING CITY OF LAPEER AND IMLAY CITY)

1. POPULATION TRENDS

The Lapeer County, City of Lapeer, and Imlay City population bases for
2000, 2006 (estimated), and 2011 (projected) are summarized as follows:

LAPEER CITY OF
POPULATION COUNTY LAPEER IMLAY CITY
2000 TOTAL (CENSUS) 87,904 9,072 3,869
2006 TOTAL (ESTIMATED) 93,907 9,563 3,856
CHANGE (2000-2006) 6,003 491 -13
PERCENT CHANGE (2000-2006) 6.8% 5.4% -0.3%
2011 TOTAL (PROJECTED) 98,724 9,971 3,870
CHANGE (2006-2011) 4,817 408 14
PERCENT CHANGE (2006-2011) 5.1% 4.3% 0.4%

Source: Census; Claritas; VWB Research

As the preceding table illustrates, Lapeer County had a 6.8% increase in
population between 2000 and 2006. Lapeer County is also projected to have
a 5.1% increase in population between 2006 and 2011, which reflects an
increase of 4,817 people. Much of this projected growth will be in the
southern portion of the county, as households from Oakland County
continue to move northward into Lapeer County.

The City of Lapeer also experienced positive population growth (5.4%)
between 2000 and 2006. In 2011, it is projected that the City of Lapeer will
increase by 408 people (4.3%).

Imlay City experienced a slight population decline (0.3%) between 2000 and
2006. In 2011, a slight population increase of 0.4% is projected for Imlay
City.
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The Lapeer County, City of Lapeer, and Imlay City population bases by age
are summarized as follows:

LAPEER COUNTY
POPULATION 2000 (CENSUS) 2006 (ESTIMATED) 2011 (PROJECTED) | CHANGE 2006-2011
BY AGE NUMBER | PERCENT | NUMBER | PERCENT [NUMBER| PERCENT | NUMBER [PERCENT
17 & UNDER 24,601 28.0% 22,873 24.4% 21,544 21.8% -1,329 -5.8%
18 TO 24 6,743 7.7% 9,548 10.2% 9,993 10.1% 445 4.7%
25 TO 34 11,221 12.8% 10,995 11.7% 12,981 13.1% 1,986 18.1%
35 TO 44 16,000 18.2% 14,349 15.3% 12,314 12.5% -2,035 -14.2%
45 TO 54 12,880 14.7% 15,417 16.4% 16,188 16.4% 771 5.0%
55 TO 64 8,060 9.2% 10,568 11.3% 13,060 13.2% 2,492 23.6%
65 TO 74 4,834 5.5% 5,786 6.2% 7,580 7.7% 1,794 31.0%
75 & HIGHER 3,565 4.1% 4,371 4.7% 5,064 5.1% 693 15.9%
TOTAL | 87,904 100.0% 93,907 100.0% 98,724 100.0% 4,817 5.1%
CITY OF LAPEER
POPULATION 2000 (CENSUS) 2006 (ESTIMATED) 2011 (PROJECTED) | CHANGE 2006-2011
BY AGE NUMBER | PERCENT | NUMBER | PERCENT [NUMBER| PERCENT | NUMBER [PERCENT
17 & UNDER 2,228 24.6% 2,181 22.8% 2,178 21.8% -3 -0.1%
18 TO 24 895 9.9% 923 9.7% 976 9.8% 53 5.7%
25TO 34 1,713 18.9% 1,767 18.5% 1,671 16.8% -96 -5.4%
35TO 44 1,597 17.6% 1,663 17.4% 1,725 17.3% 62 3.7%
45T0 54 995 11.0% 1,265 13.2% 1,453 14.6% 188 14.9%
55 TO 64 560 6.2% 684 7.2% 852 8.5% 168 24.6%
65 TO 74 497 5.5% 457 4.8% 498 5.0% 41 9.0%
75 & HIGHER 587 6.5% 623 6.5% 618 6.2% 5 -0.8%
TOTAL 9,072 100.0% 9,563 100.0% 9,971 100.0% 408 4.3%
IMLAY CITY
POPULATION 2000 (CENSUS) 2006 (ESTIMATED) 2011 (PROJECTED) | CHANGE 2006-2011
BY AGE NUMBER | PERCENT | NUMBER | PERCENT [NUMBER| PERCENT | NUMBER |[PERCENT
17 & UNDER 1,096 28.3% 1,021 26.5% 1,006 26.0% -15 -1.5%
18 TO 24 428 11.1% 394 10.2% 364 9.4% -30 -7.6%
25 TO 34 562 14.5% 608 15.8% 591 15.3% -17 -2.8%
35 TO 44 539 13.9% 533 13.8% 537 13.9% 4 0.8%
45 TO 54 396 10.2% 453 11.7% 474 12.2% 21 4.6%
55 TO 64 257 6.6% 288 7.5% 354 9.1% 66 22.9%
65 TO 74 222 5.7% 215 5.6% 213 5.5% -2 -0.9%
75 & HIGHER 369 9.5% 344 8.9% 331 8.6% -13 -3.8%
TOTAL 3,869 100.0% 3,856 100.0% 3,870 100.0% 14 0.4%
Source: 2000 Census; Claritas; VWB Research
Population growth is projected between 2006 and 2011 for most age cohorts
in Lapeer County, with the exception of the 17 and under age group (-5.8%)
and the 35 to 44 year old age cohort (-14.2%). The largest population
increase is projected for the 65 to 74 year old age group (31.0%) and the 55
to 64 year old age group (23.6%). A sizable population increase is also
projected for the 18 to 24 year old age group (18.1%).
vogt bowen
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In the City of Lapeer, the largest amount of population growth is projected
for the 45 to 54 year old (24.6%) and the 55 to 64 year old (14.9%) age
cohorts. The largest decline in population is projected for the 25 to 34 year
old age cohort (-5.4%) between 2006 and 2011.

In Imlay City, the largest amount of population growth is projected for the
55 to 64 year old age group (22.9%).

Note that our source of demographic information is Claritas, Incorporated, a
national supplier of demographic information and projections. Their
projections are based upon the collection and analysis of secondary data
such as Internal Revenue Service Collection data, part office delivery
locations, and other sources. Because of the secondary nature of this data,
neighborhood projections are often difficult with accuracy. Thus, there may
be variations in projections from other sources.

2. HOUSEHOLD TRENDS

Household trends within Lapeer County, City of Lapeer, and Imlay City are
summarized as follows:

LAPEER CITY OF IMLAY

HOUSEHOLDS COUNTY LAPEER CITY

2000 TOTAL (CENSUS) 30,729 3,443 1,496

2006 TOTAL (ESTIMATED) 33,600 3,660 1,511
CHANGE (2000-2006) 2,871 217 15

PERCENT CHANGE (2000-2006) 9.3% 6.3% 1.0%

2011 TOTAL (PROJECTED) 35,750 3,828 1,520
CHANGE (2006-2011) 2,150 168 9

PERCENT CHANGE (2006-2011) 6.4% 4.6% 0.6%

Source: Census; Claritas; VWB Research

Within Lapeer County, the total number of households, a better indication of
housing demand, increased by 2,871 (9.3%) between 2000 and 2006. Total
household growth is projected to grow at a steady pace through 2011, when
there will be a total of 35,750 households in Lapeer County. This represents
a projected increase of approximately 430 households annually since 2006.

The City of Lapeer experienced positive population growth (217 persons, or
6.3%) between 2000 and 2006. It is projected that the City of Lapeer will
continue to increase in population between 2006 and 2011, as a 4.6%
population increase is projected.

Imlay City experienced minimal population growth (15 persons, or 1.0%)
between 2000 and 2006. This minimal population growth is projected to
continue between 2006 and 2011, as Imlay City is projected to increase by
nine households (0.6%) during this time period.
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Households by tenure for 2006 are distributed as follows:

LAPEER COUNTY CITY OF LAPEER IMLAY CITY
TENURE NUMBER PERCENT NUMBER PERCENT NUMBER PERCENT
OWNER-OCCUPIED 28,589 85.1% 1,874 51.2% 863 57.1%
RENTER-OCCUPIED | 5,011 14.9% 1,786 48.8% 648 42.9%
TOTAL 33,600 100.0% 3,660 100.0% 1,511 100.0%

Source: Census; Claritas; VWB Research

Lapeer County had a significant share of owner-occupied households
(85.1%) in 2006, a larger than average share compared to similar suburban
markets. The City of Lapeer and Imlay City had a much higher share of
renter-occupied households. The City of Lapeer had a 48.8% share of renter-
occupied households, while Imlay City had a 42.9% share of renter-
occupied households in 2006.

Owner-occupied and renter-occupied households by age according to 2000
Census figures are distributed as follows:

OWNER-OCCUPIED HOUSEHOLDS (2000 CENSUS)
LAPEER COUNTY CITY OF LAPEER IMLAY CITY
AGE NUMBER PERCENT NUMBER PERCENT NUMBER PERCENT
UNDER 25 398 1.5% 76 4.2% 8 0.9%

25-34 3,542 13.6% 304 16.9% 184 21.5%

35-44 7,155 27.4% 487 27.1% 184 21.5%

45 - 54 6,432 24.7% 379 21.1% 167 19.5%

55 -64 4,261 16.3% 182 10.1% 99 11.6%

65-74 2,576 9.9% 157 8.7% 99 11.6%

75 -84 1,369 5.2% 161 8.9% 65 7.6%
85+ 355 1.4% 53 2.9% 49 5.7%
TOTAL 26,088 100.0% 1,799 100.0% 855 100.0%

Source: 2000 Census; Claritas; VWB Research
RENTER-OCCUPIED HOUSEHOLDS (2000 CENSUS)
LAPEER COUNTY CITY OF LAPEER IMLAY CITY
AGE NUMBER PERCENT NUMBER PERCENT NUMBER PERCENT
UNDER 25 475 10.2% 168 10.2% 97 15.1%

25-34 1,278 27.5% 463 28.2% 98 15.3%

35-44 985 21.2% 281 17.1% 124 19.3%

45 -54 607 13.1% 163 9.9% 63 9.8%

55 - 64 381 8.2% 163 9.9% 63 9.8%

65 -74 391 8.4% 190 11.6% 56 8.7%

75 -84 403 8.7% 152 9.2% 100 15.6%
85+ 121 2.6% 64 3.9% 40 6.2%
TOTAL 4,641 100.0% 1,644 100.0% 641 100.0%

Source: 2000 Census; Claritas; VWB Research
vogt bowen
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The largest share of owner-occupied households in Lapeer County, the City
of Lapeer, and Imlay City is within the 35 to 44 year old age cohort. The
largest share of owner-occupied households in Imlay City is also within the
25 to 34 year old age cohort.

The largest share of renter-occupied households in Lapeer County and the
City of Lapeer is among the 25 to 34 year old age cohort, which is more
typical compared to national averages. The largest share of rented-occupied
households in Imlay City is among the 35 to 44 year old age cohort.

Householders by age for each market are summarized as follows:

LAPEER COUNTY

HOUSEHOLDER 2006 (ESTIMATED) 2011 (PROJECTED) CHANGE 2006-2011
BY AGE NUMBER PERCENT NUMBER PERCENT NUMBER PERCENT
UNDER 25 1,103 3.3% 1,100 3.1% -3 -0.3%
25TO 34 4,673 13.9% 5,361 15.0% 688 14.7%
35TO 44 7,224 21.5% 6,023 16.8% -1,201 -16.6%
45TO 54 8,337 24.8% 8,505 23.8% 168 2.0%
55TO 64 6,027 17.9% 7,236 20.2% 1,209 20.1%
65TO 74 3,513 10.5% 4471 12.5% 958 27.3%
75TO 84 2,114 6.3% 2,296 6.4% 182 8.6%
85 & HIGHER 609 1.8% 758 2.1% 149 24.5%
TOTAL 33,600 100.0% 35,750 100.0% 2,150 6.4%
CITY OF LAPEER
HOUSEHOLDER 2006 (ESTIMATED) 2011 (PROJECTED) CHANGE 2006-2011
BY AGE NUMBER PERCENT NUMBER PERCENT NUMBER PERCENT
UNDER 25 266 7.3% 280 7.3% 14 5.3%
25TO 34 773 21.1% 720 18.8% -53 -6.9%
35TO 44 768 21.0% 778 20.3% 10 1.3%
45TO 54 675 18.4% 766 20.0% 91 13.5%
55TO 64 413 11.3% 505 13.2% 92 22.3%
65TO 74 314 8.6% 337 8.8% 23 7.3%
75TO 84 314 8.6% 287 7.5% -27 -8.6%
85 & HIGHER 137 3.7% 155 4.0% 18 13.1%
TOTAL 3,660 100.0% 3,828 100.0% 168 4.6%
AY CITY
HOUSEHOLDER 2006 (ESTIMATED) 2011 (PROJECTED) CHANGE 2006-2011
BY AGE NUMBER PERCENT NUMBER PERCENT NUMBER PERCENT
UNDER 25 100 6.6% 94 6.2% -6 -6.0%
25TO 34 299 19.8% 288 18.9% -11 -3.7%
35TO 44 298 19.7% 297 19.5% -1 -0.3%
45TO 54 258 17.1% 264 17.4% 6 2.3%
55TO 64 175 11.6% 214 14.1% 39 22.3%
65TO 74 147 9.7% 143 9.4% -4 -2.1%
75TO 84 140 9.3% 119 7.8% -21 -15.0%
85 & HIGHER 94 6.2% 101 6.6% 7 7.4%
TOTAL 1,511 100.0% 1,520 100.0% 9 0.6%
Source: 2000 Census; Claritas; VWB Research
vogt bowen
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In Lapeer County, the largest household growth (1,209 households) is
projected to be in the 55 to 64 year old age cohort between 2006 and 2011.
The largest percentage of growth is projected among households ages 65 to
74 year old age cohort (27.3%). The City of Lapeer and Imlay City are also
projected to have the largest share of household growth among the 55 to 64
year old age cohort between 2006 and 2011 (22.3%).

Household sizes within Lapeer County, the City of Lapeer, and Imlay City,
based on the 2000 Census, is distributed as follows:

V-6

LAPEER COUNTY
PERSONS PER 2000 (CENSUS) 2006 (ESTIMATED) CHANGE 2000-2006
HOUSEHOLD HOUSEHOLDS | PERCENT | HOUSEHOLDS | PERCENT HOUSEHOLDS | PERCENT
1 PERSON 5,679 18.5% 6,678 19.9% 999 17.6%
2 PERSONS 10,220 33.3% 11,136 33.1% 916 9.0%
3 PERSONS 5,454 17.7% 6,168 18.4% 714 13.1%
4 PERSONS 5,433 17.7% 5,709 17.0% 276 5.1%
5 PERSONS 2,599 8.5% 2,613 7.8% 14 0.5%
6+ PERSONS 1,344 4.4% 1,296 3.9% -48 -3.6%
TOTAL 30,729 100.0% 33,600 100.0% 2,871 9.3%
CITY OF LAPEER
PERSONS PER 2000 (CENSUS) 2006 (ESTIMATED) CHANGE 2000-2006
HOUSEHOLD HOUSEHOLDS | PERCENT | HOUSEHOLDS | PERCENT HOUSEHOLDS | PERCENT
1 PERSON 1,267 36.8% 1,403 38.3% 136 10.7%
2 PERSONS 978 28.4% 1,041 28.4% 63 6.4%
3 PERSONS 539 15.7% 568 15.5% 29 5.4%
4 PERSONS 386 11.2% 390 10.7% 4 1.0%
5 PERSONS 179 5.2% 174 4.8% -5 -2.8%
6+ PERSONS 94 2.7% 84 2.3% -10 -10.6%
TOTAL 3,443 100.0% 3,660 100.0% 217 6.3%
IMLAY CITY
PERSONS PER 2000 (CENSUS) 2006 (ESTIMATED) CHANGE 2000-2006
HOUSEHOLD HOUSEHOLDS | PERCENT | HOUSEHOLDS | PERCENT HOUSEHOLDS | PERCENT
1 PERSON 497 33.2% 511 33.8% 14 2.8%
2 PERSONS 414 27.7% 415 27.5% 1 0.2%
3 PERSONS 209 14.0% 216 14.3% 7 3.3%
4 PERSONS 185 12.4% 186 12.3% 1 0.5%
5 PERSONS 116 7.8% 113 7.5% -3 -2.6%
6+ PERSONS 75 5.0% 70 4.6% 5 -6.7%
TOTAL 1,496 100.0% 1,511 100.0% 15 1.0%
Source: 2000 Census; Claritas; VWB Research
Lapeer County, the City of Lapeer, and Imlay City are primarily composed
of one- and two-person households. In Lapeer County, projected household
growth is positive among one- to five-person households, ranging from
0.5% to 17.6%. In the City of Lapeer and Imlay City, positive household
growth is projected among one- to four-person households between 2006
and 2011. Household growth in the City of Lapeer is projected to range
between 1.0% to 10.7%, while projected household growth in Imlay City
will range from 0.2% to 3.3% between one- and four-person households.
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3. INCOME TRENDS

The distribution of households by income within Lapeer County, the City of
Lapeer, and Imlay City is summarized as follows:

LAPEER COUNTY

HOUSEHOLD 2000 (CENSUS) 2006 (ESTIMATED) 2011 (PROJECTED)
INCOME NUMBER PERCENT NUMBER PERCENT NUMBER PERCENT
LESS THAN $10,000 1,390 4.5% 1,391 4.1% 1,395 3.9%
$10,000 - $19,999 2,849 9.3% 2,679 8.0% 2,577 7.2%
$20,000 - $29,999 3,380 11.0% 3,274 9.7% 3,219 9.0%
$30,000 - $39,999 3,475 11.3% 3,419 10.2% 3,422 9.6%
$40,000 - $49,999 3,536 11.5% 3,636 10.8% 3,602 10.1%
$50,000 - $59,999 3,307 10.8% 3,367 10.0% 3,450 9.7%
$60,000 - $74,999 4,026 13.1% 4,376 13.0% 4,553 12.7%
$75,000 - $99,999 4,511 14.7% 5,126 15.3% 5,539 15.5%
$100,000 & HIGHER 4,255 13.8% 6,332 18.8% 7,993 22.4%
TOTAL 30,729 100.0% 33,600 100.0% 35,750 100.0%
MEDIAN INCOME $52,221 $57,131 $60,692
CITY OF LAPEER
HOUSEHOLD 2000 (CENSUS) 2006 (ESTIMATED) 2011 (PROJECTED)
INCOME NUMBER PERCENT NUMBER PERCENT NUMBER PERCENT
LESS THAN $10,000 374 10.9% 374 10.2% 374 9.8%
$10,000 - $19,999 496 14.4% 487 13.3% 480 12.5%
$20,000 - $29,999 590 17.1% 568 15.5% 554 14.5%
$30,000 - $39,999 434 12.6% 483 13.2% 509 13.3%
$40,000 - $49,999 433 12.6% 456 12.5% 449 11.7%
$50,000 - $59,999 369 10.7% 360 9.8% 379 9.9%
$60,000 - $74,999 364 10.6% 418 11.4% 441 11.5%
$75,000 - $99,999 213 6.2% 280 1.7% 342 8.9%
$100,000 & HIGHER 170 4.9% 234 6.4% 300 7.8%
TOTAL 3,443 100.0% 3,660 100.0% 3,828 100.0%
MEDIAN INCOME $35,663 $38,075 $39,936
IMLAY CITY
HOUSEHOLD 2000 (CENSUS) 2006 (ESTIMATED) 2011 (PROJECTED)
INCOME NUMBER PERCENT NUMBER PERCENT NUMBER PERCENT
LESS THAN $10,000 168 11.2% 168 11.1% 165 10.9%
$10,000 - $19,999 314 21.0% 316 20.9% 310 20.4%
$20,000 - $29,999 229 15.3% 235 15.6% 228 15.0%
$30,000 - $39,999 191 12.8% 194 12.8% 196 12.9%
$40,000 - $49,999 188 12.6% 190 12.6% 190 12.5%
$50,000 - $59,999 101 6.8% 102 6.8% 108 7.1%
$60,000 - $74,999 119 8.0% 120 7.9% 121 8.0%
$75,000 - $99,999 78 5.2% 79 5.2% 88 5.8%
$100,000 & HIGHER 108 7.2% 107 7.1% 114 7.5%
TOTAL 1,496 100.0% 1,511 100.0% 1,520 100.0%
MEDIAN INCOME $32,000 $31,825 $32,767
Source: 2000 Census; Claritas, VWB Research
vogt bowen
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In Lapeer County, the largest share of households (18.8%) earned $100,000
or more in 2006. Households earning over $100,000 per year are projected
to grow by 1,661 households (26.2%) between 2006 and 2011.

In the City of Lapeer, the largest share of households (15.5%) earned
between $20,000 and $29,999 in 2006. However, households earning
between $20,000 and $29,999 in the City of Lapeer are projected to decline
by 14 households (2.5%). Note that households earning over $100,000 per
year in the City of Lapeer are projected to increase by 66 households
(28.2%) between 2006 and 2011.

In Imlay City, the largest share of households (20.9%) earned between
$10,000 and $19,999 in 2006. Households earning between $10,000 and
$19,999 in Lapeer County are projected to decline by six households
(1.9%). Note that households earning over $100,000 per year in Imlay City
are projected to increase by seven households (6.5%) between 2006 and
2011. Note that median income in Imlay City declined slightly from 2006 to
2006. However, median income is projected to increase slightly between
2006 and 2011.

The distribution of older adult (age 55+) households by income within
Lapeer County, the City of Lapeer, and Imlay City is as follows:
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LAPEER COUNTY

HOUSEHOLD 2000 (CENSUS) 2006 (ESTIMATED) 2011 (PROJECTED)
INCOME (AGE 55+) NUMBER | PERCENT | NUMBER | PERCENT | NUMBER | PERCENT
LESS THAN $10,000 811 8.2% 818 6.7% 896 6.1%

$10,000 - $19,999 1,785 18.1% 1,775 14.5% 1,815 12.3%
$20,000 - $29,999 1,733 17.6% 1,890 15.4% 2,037 13.8%
$30,000 - $39,999 1,213 12.3% 1,497 12.2% 1,770 12.0%
$40,000 - $49,999 1,008 10.2% 1,335 10.9% 1578 10.7%

$50,000 - $59,999 685 6.9% 1,029 8.4% 1,258 8.5%

$60,000 - $74,999 792 8.0% 1,050 8.6% 1,425 9.7%
$75,000 - $99,999 954 9.7% 1,268 10.3% 1,596 10.8%
$100,000 & HIGHER 876 8.9% 1,601 13.1% 2,386 16.2%
TOTAL 9,857 100.0% 12,263 100.0% 14,761 100.0%

MEDIAN INCOME $35,269 $41,046 $45,466
CITY OF LAPEER

HOUSEHOLD 2000 (CENSUS) 2006 (ESTIMATED) 2011 (PROJECTED)

INCOME (55+) NUMBER | PERCENT | NUMBER | PERCENT | NUMBER | PERCENT
LESS THAN $10,000 188 16.8% 157 13.3% 160 12.5%

$10,000 - $19,999 316 28.2% 321 27.2% 321 25.0%
$20,000 - $29,999 247 22.0% 232 19.7% 247 19.2%
$30,000 - $39,999 87 7.8% 114 9.7% 160 12.5%
$40,000 - $49,999 110 9.8% 119 10.1% 113 8.8%
$50,000 - $59,999 52 4.6% 91 7.7% 95 7.4%
$60,000 - $74,999 65 5.8% 60 5.1% 76 5.9%
$75,000 - $99,999 50 4.5% 58 4.9% 64 5.0%
$100,000 & HIGHER 7 0.6% 26 2.2% 48 3.7%
TOTAL 1,122 100.0% 1,178 100.0% 1,284 100.0%
MEDIAN INCOME $21,032 $24,205 $26,261
AY CITY
HOUSEHOLD 2000 (CENSUS) 2006 (ESTIMATED) 2011 (PROJECTED)
INCOME (55+) NUMBER | PERCENT | NUMBER | PERCENT | NUMBER | PERCENT
LESS THAN $10,000 112 19.6% 104 18.7% 104 18.0%
$10,000 - $19,999 210 36.8% 201 36.2% 199 34.5%
$20,000 - $29,999 93 16.3% 95 17.1% 9% 16.6%
$30,000 - $39,999 39 6.8% 39 7.0% 43 7.5%
$40,000 - $49,999 35 6.1% 44 7.9% 50 8.7%
$50,000 - $59,999 25 4.4% 23 4.1% 25 4.3%
$60,000 - $74,999 8 1.4% 10 1.8% 15 2.6%
$75,000 - $99,999 33 5.8% 25 4.5% 26 4.5%
$100,000 & HIGHER 16 2.8% 15 2.7% 19 3.3%
TOTAL 571 100.0% 556 100.0% 577 100.0%
MEDIAN INCOME $17,572 $18,125 $19,082

Source: 2000 Census; Claritas, VWB Research

In Lapeer County, the largest share of older adult households (15.4%)
earned between $20,000 and $29,999 in 2006. Positive household growth is
projected among all older adult income groups in Lapeer County. Older
adult households earning over $100,000 per year are projected to grow by
785 households (49.0%) between 2006 and 2011.
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In the City of Lapeer, the largest share of older adult households (27.2%)
earned between $10,000 and $19,999 in 2006. Projected growth of older
adult households earning between $10,000 and $19,999 will be stable
between 2006 and 2011. Older adult households earning over $100,000 per
year in the City of Lapeer are projected to increase by 22 households
(84.6%) between 2006 and 2011.

In Imlay City, the largest share of older adult households (36.2%) earned
between $10,000 and $19,999 in 2006. Older adult households earning
between $10,000 and $19,999 in Lapeer County are projected to decline by
two households (1.0%). Note that households earning over $100,000 per
year in Imlay City are projected to increase by four households (26.7%)
between 2006 and 2011.

The following tables illustrate renter household income by household size
for 2000, 2006 (estimated), and 2011 (projected) for Lapeer County.

LAPEER COUNTY
2000 CENSUS

RENTER
HOUSEHOLDS 1-PERSON | 2-PERSON 3-PERSON 4-PERSON | 5+-PERSON TOTAL
$0 - $9,999 489 63 54 58 24 689
$10,000 - $19,999 603 154 83 50 35 925
$20,000 - $29,999 305 232 114 51 16 719
$30,000 - $39,999 237 167 158 66 71 700
$40,000 - $49,999 122 168 89 71 107 557
$50,000 - $59,999 89 124 77 61 55 406
$60,000+ 62 208 147 134 94 646
TOTAL 1,908 1,117 723 491 402 4,641
RENTER
HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON 5+-PERSON TOTAL
$0 - $9,999 501 56 51 57 17 682
$10,000 - $19,999 644 138 75 44 31 933
$20,000 - $29,999 340 237 112 40 15 744
$30,000 - $39,999 263 170 158 59 72 722
$40,000 - $49,999 165 184 83 64 114 610
$50,000 - $59,999 93 132 88 70 61 444
$60,000+ 95 286 206 172 118 877
TOTAL 2,102 1,202 774 506 427 5,011
RENTER
HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON 5+-PERSON TOTAL
$0 - $9,999 513 50 48 55 18 683
$10,000 - $19,999 666 128 68 39 28 930
$20,000 - $29,999 361 225 104 35 9 735
$30,000 - $39,999 289 177 153 59 76 753
$40,000 - $49,999 184 192 87 60 110 633
$50,000 - $59,999 109 139 96 74 64 482
$60,000+ 120 364 255 205 136 1,079
TOTAL 2,244 1,274 811 526 441 5,296
Source: Ribbon Demographics
vogt bowen
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According to 2006 estimated figures, the largest share of renter households
earn between $10,000 and $19,999 in Lapeer County. However, a slight
decrease of renter households is projected in the $10,000 to $19,999 income
range. There is also a significant share of higher income ($60,000+) renter
households in Lapeer County. Renter households earning above $60,000 are
projected to increase by 202 (23.0%) between 2006 and 2011. As most
households earning above $60,000 have sufficient income to purchase an
average priced home in Lapeer County ($167,413), this statistic is
significant.

The following tables illustrate renter household income by household size
for 2000, 2006 (estimated), and 2011 (projected) for the City of Lapeer:

CITY OF LAPEER
RENTER 2000 CENSUS

HOUSEHOLDS | 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON | TOTAL
$0 - $9,999 235 19 20 24 15 313
$10,000 - $19,999 220 38 24 14 8 303
$20,000 - $29,999 157 67 13 2 0 272
$30,000 - $39,999 52 63 84 2 8 212
$40,000 - $49,999 81 80 13 13 22 209
$50,000 - $59,999 47 34 9 30 2 125
$60,000+ 31 50 71 54 2 211
TOTAL | 823 351 264 144 62 1,644
RENTER
HOUSEHOLDS | 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON | TOTAL
$0 - $9,999 234 17 21 25 13 310
$10,000 - $19,999 233 35 23 13 7 310
$20,000 - $29,999 171 70 29 3 0 293
$30,000 - $39,999 69 61 83 6 10 228
$40,000 - $49,999 93 86 13 12 22 226
$50,000 - $59,999 15 28 16 33 9 131
$60,000+ 16 66 97 73 5 287
TOTAL | 801 363 302 164 65 1,786

RENTER 2011 PROJECTED

HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON TOTAL
$0 - $9,999 237 17 22 23 12 310
$10,000 - $19,999 242 32 23 12 7 315
$20,000 - $29,999 188 66 46 2 0 302
$30,000 - $39,999 79 57 79 8 12 235
$40,000 - $49,999 106 81 14 13 24 237
$50,000 - $59,999 52 32 18 36 10 147
$60,000+ 55 82 120 85 6 348

TOTAL 958 366 321 180 70 1,895

Source: Ribbon Demographics
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Renter households in the City of Lapeer are primarily concentrated among
those earning below $20,000 per year (620) as well as those households
earning above $60,000 (287). Note that the largest share of renter
households earning above $60,000 are in three-person households. This
statistic is indicative of households residing within single-family rental
homes. Renter households earning above $60,000 per year are projected to
increase by 61 (21.3%) between 2006 and 2011.

The following tables illustrate renter household income by household size
for 2000, 2006 (estimated), and 2011 (projected) for Imlay City:

IMLAY CITY
2000 CENSUS

RENTER
HOUSEHOLDS 1-PERSON | 2-PERSON 3-PERSON 4-PERSON | 5+-PERSON TOTAL
$0 - $9,999 87 5 0 23 0 115
$10,000 - $19,999 148 40 10 1 12 211
$20,000 - $29,999 42 51 20 0 0 113
$30,000 - $39,999 42 14 27 0 10 93
$40,000 - $49,999 0 0 0 0 33 34
$50,000 - $59,999 0 3 0 0 0 3
$60,000+ 0 22 3 30 17 72
TOTAL 319 135 61 54 72 641
RENTER
HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON 5+-PERSON TOTAL
$0 - $9,999 89 5 0 21 0 116
$10,000 - $19,999 152 34 11 2 10 208
$20,000 - $29,999 51 47 18 0 0 117
$30,000 - $39,999 48 14 25 0 10 96
$40,000 - $49,999 0 0 0 0 32 32
$50,000 - $59,999 0 3 0 0 0 3
$60,000+ 0 24 5 30 17 77
TOTAL 340 126 59 53 69 648
RENTER
HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON TOTAL
$0 - $9,999 90 6 0 21 0 116
$10,000 - $19,999 151 32 10 2 9 205
$20,000 - $29,999 55 42 18 0 0 115
$30,000 - $39,999 54 15 24 0 9 102
$40,000 - $49,999 0 0 0 0 32 32
$50,000 - $59,999 0 4 0 0 0 4
$60,000+ 0 25 5 33 19 81
TOTAL 350 123 57 56 70 656
Source: Ribbon Demographics
vogt bowen
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Renter households in Imlay City were primarily concentrated among those
earning between $10,000 and $19,999 per year (208) in 2006. Note that the
largest share of renter households earning between $10,000 and $19,999 per
year are one-person households. Conversely, only 27.9% of all renter
households in Imlay City are comprised of three or more persons. This
statistic is indicative of larger households in Imlay City owning homes
instead of renting.

B. SENIOR DEMOGRAPHIC CHARACTERISTICS

1. POPULATION TRENDS

The Lapeer County 65 and older and 75 and older population bases for
2000, 2006 (estimated), and 2011 (projected) are summarized as follows:

AGE 65 & AGE 75 &
POPULATION OLDER OLDER

2000 TOTAL (CENSUS) 8,399 3,565
2006 TOTAL (ESTIMATED) 10,157 4371
CHANGE (2000-2006) 1,758 806

PERCENT CHANGE (2000-2006) 20.9% 22.6%

2011 TOTAL (PROJECTED) 12,644 5,064
CHANGE (2006-2011) 2,487 693

PERCENT CHANGE (2006-2011) 19.7% 15.9%

Source: Census; Claritas; VWB Research

Lapeer County growth rates for senior households were 20.9% for
households age 65 and older and 22.6% for households age 75 and older
between 2000 and 2006. The population for both senior age groups is
projected to increase between 2006 and 2011, with growth rates of 19.7%
and 15.9%, respectively.

2. HOUSEHOLD TRENDS

Household trends for 65 and older and 75 and older households within
Lapeer County are summarized as follows:

AGE 65 & AGE 75 &
HOUSEHOLDS OLDER OLDER

2000 TOTAL (CENSUS) 5,215 2,248

2006 TOTAL (ESTIMATED) 6,236 2,723
CHANGE (2000-2006) 1,021 475

PERCENT CHANGE (2000-2006) 19.6% 21.1%

2011 TOTAL (PROJECTED) 7,525 3,054
CHANGE (2006-2011) 1,289 331

PERCENT CHANGE (2006-2011) 20.7% 12.2%

Source: Census; Claritas; VWB Research
vogt bowen
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The total number of senior households in Lapeer County, a better indication
of housing demand, has increased by 1,021 (19.6%) for the age 65 and
above group, and 475 (21.1%) for the age 75 group between 1990 and 2000.
Significant household growth is projected for the 65+ age group (20.7%),
while good household growth is projected for the 75+ age group (12.2%).
These trends are consistent with other communities of the Midwest as baby
boomers approach retirement.

3. INCOME TRENDS

The distribution of households by income for 65 and older and 75 and older
within Lapeer County is summarized as follows:

HOUSEHOLD INCOME 65 & OLDER

HOUSEHOLD 2000 (CENSUS) 2006 (ESTIMATED) 2011 (PROJECTED)
INCOME NUMBER | PERCENT | NUMBER | PERCENT | NUMBER | PERCENT

LESS THAN $10,000 593 11.4% 576 9.2% 646 8.6%
$10,000 - $19,999 1,370 26.3% 1,326 21.3% 1,361 18.1%
$20,000 - $29,999 1,032 19.8% 1,182 19.0% 1,321 17.6%
$30,000 - $39,999 736 14.1% 845 13.6% 1,020 13.6%
$40,000 - $49,999 514 9.9% 764 12.3% 913 12.1%

$50,000 - $59,999 292 5.6% 485 7.8% 625 8.3%

$60,000 - $74,999 241 4.6% 354 5.7% 587 7.8%

$75,000 - $99,999 236 4.5% 309 5.0% 435 5.8%

$100,000 & HIGHER 201 3.9% 395 6.3% 617 8.2%
TOTAL 5215 100.0% 6,236 100.0% 7525 100.0%

MEDIAN INCOME $26,015 $30,374 $34,053
HOUSEHOLD INCOME 75 & OLDER
HOUSEHOLD 2000 (CENSUS) 2006 (ESTIMATED) 2011 (PROJECTED)
INCOME NUMBER | PERCENT | NUMBER | PERCENT | NUMBER | PERCENT

LESS THAN $10,000 344 15.3% 339 12.4% 366 12.0%
$10,000 - $19,999 757 33.7% 738 27.1% 728 23.8%
$20,000 - $29,999 512 22.8% 600 22.0% 622 20.4%
$30,000 - $39,999 204 9.1% 338 12.4% 436 14.3%

$40,000 - $49,999 162 7.2% 218 8.0% 230 7.5%

$50,000 - $59,999 83 3.7% 208 7.6% 209 6.8%

$60,000 - $74,999 62 2.8% 113 4.1% 221 7.2%

$75,000 - $99,999 57 2.5% 66 2.4% 98 3.2%

$100,000 & HIGHER 67 3.0% 103 3.8% 144 4.7%
TOTAL 2,248 100.0% 2,723 100.0% 3,054 100.0%

MEDIAN INCOME $20,429 $24,445 $26,719

Source: 2000 Census; Claritas; VWB Research

The largest growth in senior households (65+) is projected in the $100,000
income bracket (222 households, or 56.2%), while the largest growth in
senior households (75+) is projected in the $30,000 to $39,999 income
bracket (98 households, or 29.0%).
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The following tables illustrate renter household income by household size
for 65 and older for 2000, 2006 (estimated), and 2011 (projected) for Lapeer
County:

RENTER HOUSEHOLDS 65 & OLDER
RENTER 2000 CENSUS

HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON TOTAL
$0 - $10,000 238 8 1 0 0 247
$10,000 - $20,000 304 28 4 0 8 344
$20,000 - $30,000 80 62 0 0 0 143
$30,000 - $40,000 17 28 10 0 0 55
$40,000 - $50,000 18 28 0 0 0 46
$50,000 - $60,000 1 16 0 2 0 18
$60,000+ 16 33 5 8 1 62
TOTAL 673 203 20 10 9 915

RENTER 2006 ESTIMATED

HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON TOTAL
$0 - $10,000 217 8 0 0 0 225
$10,000 - $20,000 328 26 4 1 7 366
$20,000 - $30,000 89 70 0 0 0 159
$30,000 - $40,000 24 34 9 0 4 71
$40,000 - $50,000 43 37 0 1 1 82
$50,000 - $60,000 5 22 6 6 5 45
$60,000+ 18 53 8 9 1 89

TOTAL 725 251 26 17 18 1,037

RENTER 2011 PROJECTED

HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON | TOTAL
$0 - $10,000 231 8 0 0 0 239
$10,000 - $20,000 354 28 5 0 6 393
$20,000 - $30,000 108 78 0 0 0 187
$30,000 - $40,000 35 47 12 0 5 99
$40,000 - $50,000 52 44 1 1 1 99
$50,000 - $60,000 5 30 6 6 6 54
$60,000+ 22 88 13 10 4 136
TOTAL 808 323 38 17 22 1,207
Source: Ribbon Demographics
In 2006, a majority of renter households age 65 and above (591) earned less
than $20,000. Senior renter households are usually beyond peak earning
years, are retired, and subsist on fixed incomes. In 2011, the number of
senior renters that earn below $20,000 will increase to 632. However,
significant growth is projected among renter households that earn above
$60,000 per year.
vogt bowen

IV-15




The following tables illustrate owner household income by household size
for 65 and older for 2000, 2006 (estimated), and 2011 (projected) for Lapeer
County:

OWNER HOUSEHOLDS 65 & OLDER
OWNER 2000 CENSUS

HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON TOTAL
$0 - $10,000 204 76 12 7 3 302
$10,000 - $20,000 523 321 38 12 10 903
$20,000 - $30,000 292 532 25 6 13 867
$30,000 - $40,000 86 496 52 10 0 643
$40,000 - $50,000 82 301 60 22 7 472
$50,000 - $60,000 22 205 60 9 6 300
$60,000+ 70 468 159 41 74 813

TOTAL 1,278 2,398 405 106 113 4,300

OWNER 2006 ESTIMATED

HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON TOTAL

$0 - $10,000 217 68 11 10 3 309
$10,000 - $20,000 521 271 31 10 9 842
$20,000 - $30,000 349 569 25 8 12 962
$30,000 - $40,000 118 561 59 8 0 746
$40,000 - $50,000 113 407 90 31 8 649
$50,000 - $60,000 38 294 88 19 18 457

$60,000+ 134 691 233 63 112 1,234

TOTAL 1,490 2,862 537 149 162 5,199

OWNER 2011 PROJECTED

HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON TOTAL
$0 - $10,000 256 73 10 11 4 356
$10,000 - $20,000 547 255 30 10 8 850
$20,000 - $30,000 396 606 29 11 13 1,055
$30,000 - $40,000 141 660 73 12 0 886
$40,000 - $50,000 133 476 116 40 12 776
$50,000 - $60,000 53 379 96 26 28 581
$60,000+ 215 1,003 340 94 163 1,814
TOTAL 1,741 3,452 693 204 228 6,318

Source: Ribbon Demographics

The largest share of owner-occupied senior households (65+) in Lapeer
County is within the $60,000+ income bracket according to 2006 estimated
figures. In 2006, 23.7% of all owner-occupied senior households earned
$60,000 or more. In 2011, it is projected that 28.7% (1,814 senior
households) in Lapeer County will earn $60,000 or more.

vogt bowen

IV-16




The following tables illustrate renter household income by household size
for 75 and older for 2000, 2006 (estimated), and 2011 (projected) for Lapeer
County:

RENTER HOUSEHOLDS 75 & OLDER
RENTER 2000 CENSUS

HOUSEHOLDS | 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON | TOTAL
$0 - $10,000 137 5 1 0 0 142
$10,000 - $20,000 174 16 3 0 5 197
$20,000 - $30,000 26 36 0 0 0 82
$30,000 - $40,000 10 16 6 0 0 31
$40,000 - $50,000 10 16 0 0 0 26
$50,000 - $60,000 1 9 0 1 0 11
$60,000+ 9 19 3 5 1 36
TOTAL | 385 116 12 6 5 524
RENTER
HOUSEHOLDS | 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON | TOTAL
$0 - $10,000 134 5 0 0 0 139
$10,000 - $20,000 177 16 2 0 2 200
$20,000 - $30,000 a7 37 0 0 0 84
$30,000 - $40,000 10 17 5 0 0 33
$40,000 - $50,000 13 17 0 0 0 30
$50,000 - $60,000 1 10 0 2 0 12
$60,000+ 9 21 3 5 1 39
TOTAL | 392 122 12 6 5 537

RENTER 2011 PROJECTED

HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON | TOTAL
$0 - $10,000 136 5 0 0 0 141
$10,000 - $20,000 180 16 3 0 4 203
$20,000 - $30,000 49 38 0 0 0 87
$30,000 - $40,000 11 18 6 0 0 36
$40,000 - $50,000 14 18 0 0 0 32
$50,000 - $60,000 1 11 0 2 0 13
$60,000+ 10 24 4 5 1 43
TOTAL 401 129 13 6 5 554
Source: Ribbon Demographics
In 2006, a majority of renter households age 75 and above (339, or 63.1%)
earned below $20,000. In 2011, 62.1% of renter households age 75 and
above will earn below $20,000.
vogt bowen
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The following tables illustrate owner household income by household size
for 75 and older for 2000, 2006 (estimated), and 2011 (projected) for Lapeer
County:

OWNER HOUSEHOLDS 75 & OLDER
OWNER 2000 CENSUS

HOUSEHOLDS 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON TOTAL
$0 - $10,000 82 30 5 3 1 121
$10,000 - $20,000 210 129 15 5 4 362
$20,000 - $30,000 117 213 10 2 5 347
$30,000 - $40,000 34 199 21 4 0 258
$40,000 - $50,000 33 121 24 9 3 189
$50,000 - $60,000 9 82 24 4 2 120
$60,000+ 28 188 64 16 30 326

TOTAL 512 961 163 43 45 1,724

OWNER 2006 ESTIMATED

HOUSEHOLDS | 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON | TOTAL
$0 - $10,000 o1 29 5 2 1 130
$10,000 - $20,000 219 114 13 2 1 354
$20,000 - $30,000 147 239 10 3 5 404
$30,000 - $40,000 50 236 25 3 0 314
$40,000 - $50,000 a7 171 38 13 3 273
$50,000 - $60,000 16 124 37 8 8 192
$60,000+ 56 291 98 26 47 519
TOTAL | 627 1,204 226 62 66 2,186
OWNER
HOUSEHOLDS | 1-PERSON | 2-PERSON | 3-PERSON | 4-PERSON | 5+-PERSON | TOTAL
$0 - $10,000 101 29 2 2 2 141
$10,000 - $20,000 217 101 12 1 3 336
$20,000 - $30,000 157 240 11 2 5 417
$30,000 - $40,000 56 261 29 5 0 351
$40,000 - $50,000 52 188 16 16 5 307
$50,000 - $60,000 21 150 38 10 11 230
$60,000+ 85 397 134 37 65 718
TOTAL | 689 1,366 274 81 90 2,500

Source: Ribbon Demographics

The largest share of owner-occupied senior households (75+) in Lapeer
County is within the $60,000+ income bracket according to 2006 estimated
figures. In 2011, it is projected that 28.7% (718 senior households) in
Lapeer County will earn $60,000 or more.
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Housing values for Lapeer County for 2000 and 2006 (estimated) are as

follows:
2000 2006
VALUE UNITS DISTRIBUTION UNITS DISTRIBUTION
LESS THAN $20,000 602 2.3% 481 1.7%
$20,000-$39,999 797 3.1% 649 2.3%
$40,000-$59,999 1,155 4.4% 773 2.7%
$60,000-$99,000 4,281 16.4% 2,172 7.6%
$100,000-$149,999 7,923 30.4% 6,443 22.5%
$150,000-$199,999 5,386 20.6% 6,615 23.1%
$200,000-$299,999 4,285 16.4% 7,064 24.7%
$300,000-$499,999 1,285 4.9% 3,504 12.3%
$500,000 AND OVER 373 1.4% 888 3.1%
TOTAL 26,088 100.0% 28,589 100.0%
MEDIAN $139,177 $178,545

Source: Claritas, Census 2000

In 2006, it is estimated that approximately 23.1% of the owner-occupied
units were valued between $150,000 to $199,999, while 24.7% of owner-
occupied units were valued between $200,000 and $299,999. The median
home value was $178,545 (a 28.3% increase since 2000). However, this
increase is likely indicative of new home sales in the market rather than
market appreciation of existing homes, meaning that limited equity likely
exists among these households. It will be important to continue attracting
new households to Lapeer County.
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V. AREAECONOMIC CHARACTERISTICS

A. LABOR FORCE PROFILE

According to Claritas, 2006 estimates of employment by industry among
persons aged 16 and older in Lapeer County is distributed as follows:

SIC GROUP ESTABLISHMENTS | PERCENT EMPLOYEES PERCENT
AGRICULTURE/
NATURAL RESOURCES 205 5.4% 908 2.5%
MINING 4 0.1% 17 0.0%
CONSTRUCTION 559 14.8% 2,681 7.4%
MANUFACTURING 225 6.0% 6,905 19.2%
TRANSPORTATION/UTILITIES 131 3.5% 1,373 3.8%
WHOLESALE TRADE 157 4.2% 1,371 3.8%
RETAIL TRADE 697 18.4% 6,891 19.1%
F.I.R.E. 269 7.1% 1,648 4.6%
SERVICES 1,367 36.2% 11,586 32.2%
GOVERNMENT 127 3.4% 2,412 6.7%
NON-CLASSIFIABLE 37 1.0% 208 0.6%
TOTAL 3,778 100.0% 36,000 100.0%

Source: 2000 Census; Claritas; VWB Research

Services (32.2%), Manufacturing (19.2%), and Retail Trade (19.1%) are the
three largest industries represented by those employed in Lapeer County,

collectively accounting for 70.5% of all county employees.

Service type

occupations are much less susceptible to economic downturns; however,

they generally do not pay as high of wages as manufacturing employment.
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Many of the largest employers in Lapeer County are in the Education,
Manufacturing, and Retail sectors. The Health Care and Government sectors
are also represented among the largest employers. The 10 largest employers

in Lapeer County are summarized as follows:

TOTAL EXPANDING/
INDUSTRY BUSINESS TYPE EMPLOYED CONTRACTING
LAPEER COMMUNITY SCHOOLS EDUCATION 800 STABLE
LAPEER REGIONAL MEDICAL CENTER HEALTH CARE 780 EXPANDING
DOTT INDUSTRIES MANUFACTURING 775 STABLE
LAPEER COUNTY GOVERNMENT 530 STABLE
ALMONT COMMUNITY SCHOOLS EDUCATION 400 STABLE
METAMORA PRODUCTS CORPORATION MANUFACTURING 385 STABLE
WAL-MART SUPERCENTER RETAIL 360 STABLE
MEIJER RETAIL 360 STABLE
LAPEER METAL STAMPING MANUFACTURING 311 CONTRACTING
NORTH BRANCH AREA SCHOOLS EDUCATION 290 STABLE
TOTAL 4,991

According to Patricia Lucas, Executive Director of the Lapeer Development
Corporation, there has been limited movement in the area employment base.
Smaller auto suppliers play a significant part in the Lapeer County
economy. Most of these smaller auto suppliers are downsizing. The most
notable of these downsizings was at Creative Engineer Polymer Products.
This facility closed in 2006, eliminating 190 jobs. Other manufacturers that
lost jobs in 2006 include Toyo Seat U.S.A. Corporation, Albar Industries,
Incorporated, Durakon Industries. Lapeer Metal Stamping, which is the
ninth largest employer in Lapeer County, also experienced a reduction in its
workforce in 2006.

Despite the downsizing at several smaller auto suppliers in Lapeer County,
three smaller manufacturers relocated within the county in 2006. The largest
of these manufacturers (PTL Engineering) created approximately 30 skilled
positions. ASE, an engineering and design firm, will open a new facility in
summer 2007, which will result in the creation of approximately 50 skilled
jobs.

A Planned Unit Development (PUD) is presently in the planning stages in
the City of Lapeer in order to attract “big box” retailers. This retail PUD is
approximately two to three years away from being developed.

Many residents of Lapeer County commute to the City of Flint, Oakland
County, and Macomb County for employment. The City of Flint is within
20.0 miles west of the Lapeer Central Business District. Oakland County
and Macomb County both border Lapeer County to the south.
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B. EMPLOYMENT TRENDS

The following illustrates the total employment base for Lapeer County and
the state of Michigan:

TOTAL EMPLOYMENT
YEAR LAPEER COUNTY MICHIGAN
1997 40,659 4,748,691
1998 41,728 4,809,503
1999 42,867 4,897,144
2000 43,931 4,953,421
2001 42,971 4,876,338
2002 42,377 4,733,812
2003 42,045 4,696,338
2004 41,805 4,717,152
2005 41,745 4,753,822
2006 41,543 4,763,665

Total employment in Lapeer County has decreased by 2,388 jobs (5.4%)
since 2000. In fact, the Lapeer County employment base has decreased
every year since 2000. Total employment in the state of Michigan also
shows an overall decrease during the same time period (-3.8%). However,
the state employment base has increased every year since 2003.

Unemployment rates for Lapeer County and the state of Michigan are
illustrated as follows:

UNEMPLOYMENT RATE

YEAR LAPEER COUNTY MICHIGAN
1997 5.1% 4.3%
1998 5.1% 4.0%
1999 4.6% 3.8%
2000 4.3% 3.7%
2001 6.5% 5.2%
2002 7.5% 6.2%
2003 8.0% 7.1%
2004 7.7% 7.0%
2005 7.7% 6.7%
2006 7.5% 6.8%

As the preceding illustrates, the Lapeer County unemployment rate has
increased by 320 basis points since 2000. Although the 2006 unemployment
rate (7.5%) is below the 8.0% rate posted in 2003, it is still far above the low
unemployment rates posted from 1997 to 2000 (4.3% to 5.1%). Note that
the Lapeer County unemployment rate was 70 basis points above the state of
Michigan unemployment rate (6.8%) in 2006.
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C. ECONOMIC FORECAST

Since the year 2000, the Lapeer County economy has experienced a
declining employment base and an increasing unemployment rate. Total
employment in Lapeer County has decreased by 2,388 jobs (5.4%) since
2000. The Lapeer County unemployment rate has increased by 320 basis
points since 2000, and was at 7.5% as of December 2006. The declining
employment base in Lapeer County is largely due to significant job losses at
manufacturing facilities that are related to the automobile industry.
However, government officials and economic development representatives
in the City of Lapeer and Lapeer County are attempting to attract businesses
in other employment sectors to help offset these job losses. Lapeer Regional
Medical Center, the second largest employer in the county, is expected to
expand its workforce in 2007. In addition, two smaller engineering and
design firms have relocated or are going to relocate to Lapeer County in the
near future, creating a combined total of 80 skilled positions. It is our
opinion that the employment base in Lapeer County will continue to decline
in 2007, however, the rate of decline will be much lower than in past years,
due to the continued addition and expansion of non-manufacturing
businesses.

The distribution of employed persons aged 16 years or greater by average
travel time to work within Lapeer County is summarized as follows:

TRAVEL TIME TO WORK PERCENT

0-14 MINUTES 22.0%

15 - 29 MINUTES 23.3%

30 - 44 MINUTES 17.7%

45 - 59 MINUTES 14.8%

60+ MINUTES 19.2%

WORKED AT HOME 2.9%

TOTAL 100.0%

According to 2006 figures, it is estimated that 45.3% of workers in Lapeer
County required a commute of less than 30 minutes to employment, while
19.2% of workers had a commute time of greater than one hour. Note that
many Lapeer County residents commute to adjacent counties for
employment, most notably Genesee County, Oakland County, and Macomb
County.

vogt bowen




V1. AREA HOUSING CHARACTERISTICS

A. OVERVIEW OF LAPEER COUNTY HOUSING

Based on the 2000 Census, owner-occupied housing comprised 26,088 units,
or 84.9% of the entire occupied housing stock within Lapeer County. For
2006, it is estimated there were 28,589 owner-occupied units, an increase of
9.6% over 2000.

The distribution of the Lapeer County housing stock in 2000 and 2006 is
summarized on the following table:

2000 CENSUS 2006 ESTIMATE
TOTAL TOTAL

HOUSING TYPE HOUSING UNITS | PERCENT | HOUSING UNITS PERCENT
TOTAL OCCUPIED 30,729 93.9% 33,600 94.5%

OWNER OCCUPIED 26,088 84.9% 28,589 85.1%

RENTER OCCUPIED 4,641 15.1% 5,011 14.9%
VACANT 2,003 6.1% 1,973 5.5%

TOTAL 32,732 100.0% 35,573 100.0%

Source: 2000 Census; Claritas

In 2000, there were 2,003 vacant housing units (6.1%) in Lapeer County, a
relatively low rate for a suburban, Midwestern market. According to 2006
estimated figures, there were 1,973 vacant units (5.5%) in Lapeer County,
which reflects an decrease of 30 units from 2000.

Based on the 2000 Census, the following is a distribution of housing units in
Lapeer County by year of construction.

HOUSING UNITS
YEAR BUILT OWNER PERCENT TOTAL PERCENT

1999 TO MARCH 2000 759 2.9% 837 2.7%
1995 TO 1998 3,308 12.7% 3,506 11.4%
1990 TO 1994 3,083 11.8% 3,369 11.0%
1980 TO 1989 3,008 11.5% 3,752 12.2%
1970 TO 1979 6,153 23.6% 7,222 23.5%

1960 TO 1969 2,464 9.4% 2,976 9.7%
1940 TO 1959 3,203 12.3% 3,970 12.9%
1939 OR EARLIER 4,110 15.8% 5,097 16.6%
TOTAL 26,088 100.0% 30,729 100.0%

Source: 2000 Census; Claritas

Approximately 72.6% of the owner-occupied homes in the county were built
prior to 1990, reflecting an older housing market. From 1999 through March
2000, the market absorbed 759 new owner-occupied homes, translating into
over 50 new homes built per month in Lapeer County during this time period.
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Following is a summary of new residential and multifamily unit permit
activity in Lapeer County, the City of Lapeer, and Imlay City.

Residential Permit Activity 2001 2002 2003 2004 2005 2006 | TOTAL
Lapeer County
Single-family Permits 461 493 489 569 502 229 2,743
Multifamily Permits 0 0 11 0 0 0 11
City of Lapeer
Single-family Permits 14 13 6 0 N/A N/A 33
Multifamily Permits 0 0 0 0 N/A N/A 0
Imlay City
Single-family Permits N/A N/A N/A N/A N/A N/A N/A
Multifamily Permits N/A N/A N/A N/A N/A N/A N/A

Source: State of the Cities Data Service (SOCDS)

According to permit activity provided by the State of the Cities Data Service
(SOCDS), Lapeer County has recorded 2,743 new single-family housing
permits and 11 multifamily housing permits since 2001. The City of Lapeer
recorded 33 single-family permits from 2001 to 2004, which represents 1.6%
of the county’s single-family permits during this time period. Note that builder
permit information was not recorded by SOCDS in 2005 and 2006 for the City
of Lapeer. In addition, SOCDS did not record building permit activity in
Imlay City from 2001 to 2006.

Housing values for Lapeer County, based on the 2006 Census, are as follows:

NUMBER
VALUE OF UNITS DISTRIBUTION
<$60,000 1,903 6.7%
$60,000-$99,000 2,172 7.6%
$100,000-$149,999 6,443 22.5%
$150,000-$199,999 6,615 23.1%
$200,000-$299,999 7,064 24.7%
$300,000-$499,999 3,504 12.3%
$500,000 AND OVER 888 3.1%
TOTAL 28,589 100.0%

Source: 2000 Census; Claritas

It was estimated that approximately 23.1% of the owner-occupied homes were
valued between $150,000 and $200,000, while 40.1% of the homes were
valued above $200,000. The median owner-occupied home value in Lapeer
County was $178,545 in 2006. Based on data provided by the Lapeer and
Upper Thumb Association of Realtors (LUTAR), the average sales price for
all existing homes sold in 2006 in Lapeer County was $167,413 in 2006.
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Based on the 2000 Census, renter households in Lapeer County were paying a
wide range of rent. The following is a summary of gross rent (collected rent

plus the cost of utilities) by household.

GROSS MONTHLY
RENT HOUSEHOLDS PERCENT

< $300 423 9.1%
$300 - $500 1,324 28.5%
$500 - $750 1,886 40.6%
$750 - $1,000 495 10.7%

$1,000 - $1,500 127 2.7%

$1,500 - $2,000 4 0.1%

$2,000 < 0 0.0%

NO CASH RENT 382 8.2%
TOTAL 4,641 100.0%

Source: 2000 Census; Claritas

The largest proportion of renters (40.6%) paid between $500 and $750 in
gross rent, while the second highest proportion (28.5%) paid between $300
and $500 in gross rent. The Apartment Field Survey (Addendum B) for
Lapeer County shows a median gross rent ranging from $420 to $1,146
depending on unit type.

The distribution of total units in structure within Lapeer County is
summarized as follows:

UNITS IN STRUCTURE COUNT PERCENT
1, DETACHED 26,468 80.9%
1, ATTACHED 316 1.0%
2-4 1,331 4.1%
5-9 786 2.4%
10-19 297 0.9%
20-49 369 1.1%
50+ 310 0.9%
MOBILE HOME 2,833 8.7%
BOAT,; RV, VAN; ETC. 22 0.1%
TOTAL 32,732 100.0%

Source: 2000 Census; Claritas

The distribution of housing units within Lapeer County clearly reflects the
higher proportion of owner-occupied households, with over 80.0% of total
units having a single-family detached design.
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The distribution of households by room count of existing units within Lapeer
County is summarized as follows:

ROOMS IN NUMBER OF
HOUSING UNIT UNITS PERCENT
1 ROOM 186 0.6%
2 ROOMS 684 2.1%
3 ROOMS 1,565 4.8%
4 ROOMS 3,419 10.4%
5 ROOMS 7,077 21.6%
6 ROOMS 8,321 25.4%
7 ROOMS 5,398 16.5%
8 ROOMS 3,390 10.4%
9+ ROOMS 2,692 8.2%
TOTAL 32,732 100.0%

Source: 2000 Census; Claritas

Nearly three-fourths (73.9%) of the housing units in Lapeer County have
between five and eight rooms, which is reflective of the large share of single-
family housing in the county. In addition, the proportion (18.6%) of housing
units with eight or greater rooms is reflective of newer single-family homes
built since the 1990s.

The distribution of residential units by number of bedrooms within Lapeer
County is summarized as follows:

NUMBER OF BEDROOMS COUNT PERCENT
NO BEDROOM 192 0.6%
1 BEDROOM 1,945 6.3%
2 BEDROOMS 5,611 18.3%
3+ BEDROOMS 22,981 74.8%
TOTAL 30,729 100.0%

Source: 2000 Census; Claritas

The largest share of housing units within Lapeer County in 2000 (74.8%) had
three bedrooms, which is also reflective of the large share of single-family
housing in the county. Note that all home designs offered in active production
subdivisions in Lapeer County have at least three bedrooms. Therefore, the
proportion of homes offering at least three bedrooms will continue to increase.
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VII. SENIOR HOUSING EVALUATION

A

INTRODUCTION

We have completed our assessment of the market for senior housing alternatives in
Lapeer County. The senior housing alternatives surveyed include housing most
attractive to older adults who either are seeking a more leisurely lifestyle, who can
live independently but would like additional services such as meals, or who need
assistance with Activities of Daily Living (ADLs). Four levels of care have been
identified that respond to older adults seeking, or who need, alternatives to their
current living environment. They include, in order of increasing care requirements,
independent-living, congregate care, assisted-living, and nursing care. In the state of
Michigan, assisted-living facilities are referred to as “Homes for the Aged”. Projects
that provide all four levels of care are often referred to as continuing care retirement
communities.

Note that conventional apartment projects (i.e. apartments designated for senior
residents) are not included in this section, as these types of project generally do not
include the level of services that an assisted-living or congregate care facility would
typically provide. Any age-restricted conventional apartment projects are included in
Section IX (Rental Housing Evaluation).

Independent-living and congregate care have often been used to describe the same
type of housing. Independent-living (in its purest form) is shelter only without
services. Congregate care provides shelter and services such as meals and
housekeeping.

Assisted-living facilities provide accommodations, supervision, and services as
follows:

e Accommodations—housing, meals, laundry, housekeeping, transportation,
social or recreational activities, maintenance, security, or similar services that
are not medical care or skilled nursing care services.

e Supervision—watching over a resident, when necessary, while he or she
engages in ADLs to ensure the resident's health, safety, and welfare.
Supervision also includes reminding a resident to do or complete personal
hygiene or other self-care activities, helping to schedule and/or keep an
appointment, and arranging for transportation.

e Assistance with Activities of Daily Living (ADL)—services include, but are not
limited to, assisting residents with walking and moving, bathing, grooming,
using the toilet, hygiene, hair care, dressing, eating, and nail care.
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Nursing homes provide the most constant level of care for seniors. Typical features
included in the basic fees are shelter, meals, utilities, housekeeping, laundry service,
and a social program (adapted to the residents’ abilities), along with 24-hour nursing
care.

e Nursing care levels are differentiated by the kind of nursing provided. Skilled
nursing care generally includes more complicated nursing procedures such as
chemotherapy, ventilators, complex dressings, and intravenous medications.
Skilled nursing facilities are state-licensed and may participate in Medicare and
Medicaid programs. Intermediate nursing facilities provide services that are less
inclusive than the kinds of services provided by a skilled nursing facility or
hospital. Intermediate facilities are also licensed by the state and may participate
in the Medicaid program.

e Nursing home payment plans may include Medicare, Medicaid, private insurance,
and private payments (cash).

The following is a discussion of each elderly housing alternative.

B. FIELD SURVEY

In December 2006, we identified and surveyed two independent-living facilities and
eight assisted-living facilities in Lapeer County. The following table summarizes the
projects, units/beds, and occupancies among the facilities surveyed:

TOTAL TOTAL OCCUPANCY
FACILITY TYPE PROJECTS UNITS/BEDS RATE
INDEPENDENT-LIVING 2 94 77.7%
ASSISTED-LIVING 8 126 92.1%

The above table indicates a 77.7% occupancy rate for the 94 independent-living units
and a 92.1% occupancy rate for the 126 assisted-living beds in Lapeer County. The
77.7% occupancy rate for independent-living units reflects 21 vacancies. The
majority of these vacancies (11) are within sleeping rooms, the smallest unit available
at the two independent-living facilities surveyed. Note that one of the two
independent living facilities, Casa Maria, includes three daily meals in its fees. Thus,
Casa Maria could be classified as a congregate care facility, although they refer to
themselves as independent-living. The 92.1% occupancy rate for the assisted-living
units surveyed is a moderate rate, reflecting 10 vacancies. Nine of the 10 vacant beds
at assisted-living facilities are also within sleeping rooms.
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Independent-Living

We identified two independent-living properties in Lapeer County. One project
(Devonshire Retirement Village) is located in the City of Lapeer, while the other
project (Casa Maria) is located in Imlay City. Of the 94 independent-living units in
Lapeer County, 21 are vacant, reflecting a 77.7% occupancy rate. This is a low
occupancy rate for independent-living units. The following tables outline the
distribution of unit types, fees for private occupancy units, and fees for the
independent-living facilities surveyed:

INDEPENDENT-LIVING
MONTHLY
UNIT TYPE RATE ENTRANCE FEE | UNITS SHARE VACANT OCCUPIED
SLEEPING ROOM $678 NONE 44 46.8% 11 75.0%
STUDIO $1,095 NONE 20 21.3% 1 95.0%
$1,095 -

ONE-BEDROOM $1,725 NONE 20 21.3% 5 75.0%
TWO-BEDROOM $2,125 NONE 10 10.6% 4 60.0%
TOTAL 94 100.0% 21 77.7%

The two independent-living facilities surveyed in Lapeer County feature four
different unit types. The monthly rate for sleeping rooms is $678; studio units have a
monthly rate of $1,095; one-bedroom units have a monthly rate ranging from $1,095
to $1,725; and two-bedroom units have a monthly rate of $2,125. The difference
between studio and sleeping rooms is that studio units include a small kitchen for
some food preparation. The largest share of units (44) and vacancies (11) are among
sleeping rooms. The high number of vacancies may point the lack of popularity for
this unit among older adults in Lapeer County, as the preference is usually for a
private room or larger unit.

The two independent-living properties are summarized in the following table:

MAP YEAR TOTAL OCC.
1.D. NAME LOCATION OPEN UNITS RATE
DEVONSHIRE RETIREMENT
-1 VILLAGE LAPEER 2005 24 62.5%
1-4 CASA MARIA IMLAY CITY 1976 70 82.9%
TOTAL 94 77.7%
vogt bowen
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Both of the independent-living facilities surveyed have an occupancy rate below
90.0%. Devonshire Retirement Village, located in Lapeer, is the newest senior
housing project in our survey. This 24-unit project, which opened in 2005, has nine
vacant units. Unit amenities include air conditioning, full size range and refrigerator,
dishwasher, disposal, microwave, washer/dryer, patio, and extra storage. Project
amenities include a beauty shop, billiards area, a lounge, a craft room, dining room,
exercise room, community room, library, and an outside walking path. Sleeping
rooms have a monthly fee of $2,925, while one-bedroom units have fees ranging from
$3,275 to $3,525.

Casa Maria, located in Imlay City, is a 70-unit property that opened in 1976. This
project has an 82.9% occupancy rate, which reflects 12 vacant units. This project has
a limited offering of unit amenities. All units include window blinds and carpet, while
select units include air conditioning and a small refrigerator. Project amenities include
a beauty shop, billiards area, lounge, craft room, dining room, exercise room, coin-
operated laundry facility, community room, and an outside walking path. Sleeping
rooms have a monthly fee of $678, while studio and one-bedroom units have a
monthly fee of $1,095. Note, the difference between Casa Maria and Devonshire
Retirement Village is that Casa Maria includes three daily meals in its fees. Meals
are optional at Devonshire.

Assisted-Living

We identified and surveyed eight licensed assisted-living facilities within Lapeer
County. The overall occupancy rate for the 126 surveyed assisted-living beds is
92.1%, a moderate rate. The following table summarizes the distribution of assisted-
living units surveyed by bed type, monthly fee range for private occupancy rooms,
and occupancy:

ASSISTED-LIVING

UNIT TYPE MONTHLY RATE UNITS SHARE | VACANT | OCCUPIED
SLEEPING ROOM $2,000 - $2,925 108 85.7% 9 91.7%
STUDIO $2,000 - $2,300 4 3.2% 0 100.0%
ONE-BEDROOM $2,000 - $3,525 14 11.1% 1 92.9%
126 100.0% 10 92.1%

As was the case with the independent-living units surveyed in Lapeer County, the
largest share of vacancies is in sleeping room units. In fact, nine of the 10 total
vacancies at assisted-living units are in sleeping rooms. The four studio units offered
have no vacancies, while the 14 one-bedroom units offered have only one vacancy.
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The eight assisted-living facilities are summarized in the following table:

MAP YEAR | TOTAL OCC. MONTHLY
1.D. NAME LOCATION | OPEN BEDS RATE | SQ.FT. RANGE | FEE RANGE*
DEVONSHIRE
A-1 | RETIREMENT VILLAGE LAPEER 2004 40 92.5% 300 — 400 $2,925-$3,525
ARBOR VIEW
A-2 ASSISTED LIVING IMLAY CITY 1976 12 100.0% 200 - 400 $2,000-$2,400
LIGHTHOUSE
A-3 ASSISTED LIVING IMLAY CITY 1986 5 100.0% 200 — 300 $2,000-$2,300
OAK HILL RETIREMENT
A-5 HOMES IMLAY CITY 1983 9 100.0% 200 - 250 $2,000-$4,800
A-6 |BOLTON BROOK MANOR| METAMORA 1979 15 93.3% 200 — 250 $2,850
NORTH
A-7 | COUNTRY LANE HOME BRANCH 1958 20 70.0% 200 -250 $2,300
CHURCHILL FARMS
A-8 RETIREMENT HOME LAPEER 1995 6 100.0% 200 — 250 $2,433
A-9 WHISPERING PINES LAPEER 1975 19 100.0% 300 $2,200
TOTAL/RANGE 126 92.1% 200 - 400 $2,000-$4,800

*Base fees without additional service fees

Occ. — Occupancy

Sqg. Ft. — Square Footage

In the annual survey, The State of Seniors Housing (2005), the American Seniors
Housing Association reports a 90.4% median occupancy rate among all assisted-
living facilities surveyed. The eight assisted-living facilities surveyed in Lapeer
County have a slightly higher combined occupancy rate (92.1%) than the national
median indicated by this survey. Note that sleeping rooms comprise over 85.0% of
all units at the assisted-living facilities surveyed in Lapeer County. The overall square
footage range for the eight facilities surveyed ranges from 200 to 400 square feet
depending on unit type. In particular, the one-bedroom units at 400 square feet are
small in comparison to other assisted-living facilities surveyed by our firm in
previous studies. The base rates at all eight properties surveyed range from $2,000 to
$2,925. This is a typical range, according to our experience in assisted-living markets.

The eight assisted-living facilities range in age from three to 49 years old. Quality
ratings at these eight properties ranged from A to C, based upon the observations of
our field analyst. The only project that has an occupancy rate below 90.4% is
Country Lane Home in North Branch. Similar to other residential projects surveyed in
North Branch, this facility has a lower occupancy rate than similar projects in the City
of Lapeer and Imlay City.

The village of North Branch is located in the northern portion of Lapeer County, and
is farther away from local support facilities and major highways than the City of
Lapeer and Imlay City. For the most part, facility age and occupancy do not appear to
be directly related. However, facility location, particularly in the case of the Country
Lane Home, appears to impact occupancy rates.
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Fees at most of the facilities include three daily meals, all utilities, regular
housekeeping services, laundry/linen services, scheduled transportation, social
director or activities, assistance with daily activities, beauty/barber shop, lounges or
community rooms, and dining room(s). Arbor View Assisted-living (Map 1.D. A-2)
does not include utilities in monthly fee.  Typical unit amenities at the assisted-
living facilities surveyed include air conditioning, window blinds or drapes, carpet,
and a porch/patio. Select units include a dishwasher, microwave, full-size range and
refrigerator, and extra storage.

Assisted-living facilities typically offer a range of assistance with daily living (ADL)
activities. Fees for ADL activities can be bundled in levels of care, offered as a la
carte services, based upon a point system, or included in the base monthly fee.
Typically assisted-living facilities conduct regular assessments of residents to ensure
that their assistance needs are being met. All eight of the assisted-living facilities
surveyed charge additional fees for assistance services. These additional charges can
significantly impact the decision to choose an assisted-living facility. Monthly fees
for ADL activities typically cover basic assistance services, medication reminders,
assistance with incontinence, concentrated supervision, and high-level physical
assistance.

Unit configurations for assisted-living properties in Lapeer County include sleeping
room, studio, and one-bedroom units. The following table summarizes the
distribution of units by unit type as well as occupancy rate for each of the assisted-
living facilities surveyed:
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ASSISTED-LIVING FACILITIES
NUMBER OF UNITS
(OCCUPANCY RATE)
MAP SLEEPING
1.D. PROJECT NAME ROOM STUDIO ONE-BR.
DEVONSHIRE 30 10
A-1 | RETIREMENT VILLAGE (93.3%) - (90.0%)
ARBOR VIEW 6 2 4
A-2 ASSISTED LIVING (100.0%) (100.0%) (100.0%)
LIGHTHOUSE 3 2
A-3 ASSISTED LIVING (100.0%) (100.0%) -
OAK HILL RETIREMENT 9
A5 HOMES (100.0%) - -
15
A-6 | BOLTON BROOK MANOR (93.3%) - -
20
A-7 | COUNTRY LANE HOME (70.0%) - -
CHURCHILL FARMS 6
A-8 RETIREMENT HOME (100.0%) - -
19
A9 WHISPERING PINES (100.0%) - -
108 4 14
TOTAL (92.6%) (100.0%) (92.9%)

The sleeping room unit type comprises the largest share of assisted-living units with
108 beds, over 85.0% of the total. These units have a 91.7% occupancy rate, slightly
lower than the overall occupancy rate of 92.1%. By contrast, studio and one-bedroom
units comprise a very low share of assisted-living units. The distribution of unit types
is unbalanced, with a distinctly lower share of studio and one-bedroom units than
typically found in modern markets. Note that many of the existing assisted-living
facility in Lapeer County are converted single-family houses. As single-family homes
are generally not designed for assisted-living uses, this may explain the large share of
sleeping rooms at the existing projects. Typically one- and two-bedroom unit types
make up at least 10.0% to 15.0% of all assisted-living units surveyed. There are only
four one-bedroom units out of the total of 126 assisted-living units surveyed. Note
that no two-bedroom units were surveyed.

Nursing Care

We identified three nursing care facilities within Lapeer County. These facilities are
all licensed by the Michigan Department of Community Health (MDCH) and provide
skilled and intermediate levels of care. All three of these nursing care facilities
surveyed are Medicare/Medicaid certified.
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The following table details the opening year, total number of certified beds, and type
of ownership at each facility identified in Lapeer County.

NURSING CARE FACILITIES
LAPEER COUNTY
YEAR TOTAL TYPE OF
PROJECT NAME LOCATION OPEN BEDS OWNERSHIP
FERGUSON CONVALESCENT
HOME LAPEER 1974 91 FOR-PROFIT
LAPEER COUNTY
MEDICAL CARE FAC LAPEER 1967 202 GOVERNMENT
REGIONAL EXTENDED CARE* LAPEER 1997 19 NON-PROFIT

*Located within a medical facility.
Source: Medicaid website

B.

Nursing care facilities generally offer care to a majority of Medicaid-eligible seniors,
those who have spent down their savings and receive (typically) only monthly Social
Security or Supplemental Security Insurance payments. Based upon this, these
facilities represent a marginal level of competition to assisted-living communities.
Therefore, our focus on nursing care beds in Lapeer County is minimal. Note that
there is a larger number of nursing care beds (312) than assisted-living beds (126) in
Lapeer County.

Planned and Proposed

According to planning and zoning departments of various municipalities in Lapeer
County, there are no senior housing facilities planned or proposed in Lapeer County
at this time. The senior housing facilities referenced include independent-living,
assisted-living, congregate care, and nursing care facilities.

SENIOR HOUSING DEMAND

The market for new independent-living/congregate care and assisted-living
development is based on current and anticipated market conditions. From a market
perspective, three variables are considered. These variables include units or beds
proposed, fees for occupancy, and the anticipated absorption levels. Typically, the
number of units or beds and occupancy costs are provided. The analyst provides the
time period to establish stabilized occupancy. The following factors are used to
establish the anticipated absorption levels:

e Area evaluation

e Demographic factors

e Prevalence of disability

e Income- and asset-qualified households
e Competition

e Management
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Management skill and experience have significant impact on the viability of any
housing development. For senior housing, skilled management is especially
important. In many markets, the full potential of the market is not realized because of
incompetent management. This should be considered in any new senior project that is
added in Lapeer County.

The market for senior living alternatives is very segmented. In recent years,
independent-living/congregate care facilities have become more desirable among
healthy, older adults, as new concepts, locations, products and services have been
introduced. Previously, this housing alternative only attracted those adults who
needed to move out of their homes due to health or maintiance concerns. Today, this
housing is often sought after by older households seeking this housing as a lifestyle
choice that offers an opportunity to live in housing that provides meals and affords
residents a truly independent lifestyle.

Conversely, assisted-living continues to attract residents who are reluctant to move
from their current housing. Often, these potential residents have exhausted home
health options and family care. By the mere fact that a resident’s average occupancy
is only 19.6 months, these people are often at the end of their lives. As a result,
caregivers, resident sponsors, and potential residents often are willing to spend a
higher share of income (in many cases all of their income) and their assets to provide
quality, comfortable, and dignified care for their remaining lives.

Since potential residents, and more importantly resident sponsors, want quality care
and have few options for care, they will often use existing assets to purchase quality
care. For this reason, analysts consider both income and asset values, when
calculating the number of qualified households. Note that for assisted-living support
levels, this is further segmented by only those residents who have true ADLs. This is
the group who typically needs assisted-living and can no longer be cared for by home
health providers or family members.

Independent-living/Congregate Care Support

Within Lapeer County, the lowest rent for an independent-living unit is $678 for a
sleeping room at Casa Maria (Map 1.D. I-4) in Imlay City. However, to justify new,
modern construction and conventional financing, we anticipate that any new product
would likely have base rents no lower than $1,400 per month and may range up to
$2,300 per month. Certainly, the design type, amenities, location and other factors
will ultimately impact the achievable rents for an independent-living senior project in
Lapeer County. Casa Maria, due to its age, is able to charge very low fees and still
provide three daily meals.
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Based upon our experience in evaluating independent-living and congregate care
facilities throughout the United States, it is expected that the typical tenant that will
respond to independent-living/congregate care housing will be at least age 75 and
older. It is also anticipated that these tenants will pay up to 50.0% of their income for
housing especially if meals and other optional services are available.

Applying a rent-to-income ratio of 50% to the minimum rent to the anticipated
independent-living rent range of $700 to $1,000 yields the following minimum
income requirements:

MINIMUM ANNUAL
BASE MONTHLY RENT-TO-INCOME INCOME
RENT MONTHS RATIO REQUIREMENT
$1,400 12 50% $33,600
$1,700 12 50% $40,800
$2,000 12 50% $48,000
$2,300 12 50% $55,200

Using these minimum income requirements, we can estimate the number of age- and
income-eligible renter households in 2009 that would respond to independent-
living/congregate care product at various price points in the following table.

MINIMUM AGE- AND INCOME-
BASE MONTHLY ANNUAL INCOME ELIGIBLE
RENT REQUIREMENT HOUSEHOLDS (2009)
$1,400 $33,600 1,079
$1,700 $40,800 807
$2,000 $48,000 645
$2,300 $55,200 491

Any new product must capture a certain share of the target market to achieve a
stabilized occupancy. Based on senior housing studies our firm has completed in
various markets throughout the United States, the achievable capture rate typically
ranges from 5% to 10%, depending on market conditions and trends. Further, factors
such as affordability, features, location and competition influence the actual
achievable capture rate for a specific project.

We have applied capture rates to the age- and income-eligible renter households in
Lapeer County to determine the potential demand for the $1,400 to $2,300 price point
being considered in this analysis.
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MINIMUM ANNUAL | AGE-AND INCOME-

BASE MONTHLY INCOME ELIGIBLE 5% CAPTURE 10% CAPTURE
RENT REQUIREMENT HOUSEHOLDS RATE RATE
$1,400 $33,600 1,079 54 108
$1,700 $40,800 807 40 81
$2,000 $48,000 645 32 65
$2,300 $55,200 491 25 49

Using a 5% to 10% capture ratio, there is an estimated base of support for 25 to 108
independent-living/congregate care units with a minimum rent ranging from $1,400
to $2,300 per month in Lapeer County. It is important to note that these estimates
include only support from income and do not consider the potential financial support
that may originate from homeowners equity. While the share of support from
homeowners varies greatly from market to market and from project to project, it is
likely that any new project added in Lapeer County will likely attract some significant
support from senior homeowners. As a result, the preceding estimates should be
considered somewhat conservative. Note that these figures do not take into account
the current supply of independent-living units in Lapeer County.

A total of 94 independent-living units are located within two projects in Lapeer
County. When factoring in the total demand ranging from 25 to 108 units, there is a
very small deficit for independent-living/congregate care units in Lapeer County.
Clearly, the fact there is a high vacancy rate between the two existing facilities
suggests the market is, in fact, saturated.

Assisted-living Support

Assisted-living facilities cater to residents who need assistance with Activities of
Daily Living (ADL) on a frequent basis, but do not have a high enough level of
infirmity to warrant residence at a nursing care center. The need for assistance with
Instrumental Activities of Daily Living (IADL) is not as predictive as the need for
ADL residence. IADLs are often accomplished with help from friends and family
members. ADLs and IADLs include walking, bathing or showering, transferring,
dressing, using the toilet, eating, preparing meals, managing money, and doing light
housework. It is of note that many organizations now use more detailed definitions
for ADL. Following are some primary activities included within these definitions.

INSTRUMENTAL ACTIVITIES OF DAILY

ACTIVITIES OF DAILY LIVING (ADL) LIVING (IADL)

TRANSFERRING BETWEEN LOCATIONS

(FROM CHAIR TO BED) MANAGEMENT OF MEDICATIONS

MOVING FROM ONE PLACE TO ANOTHER

(FROM ROOM TO ROOM) SHOPPING

DRESSING ARRANGING FOR TRANSPORTATION
EATING MANAGING FACILITIES
TOILET USE PREPARING SNACKS AND MEALS
MAINTAINING PERSONAL HYGEINE HOUSEWORK
vogt
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To establish the universe of older adults who require assistance with ADLs, we have
applied affliction rates based upon a national survey conducted by the Medicare
Current Beneficiary Survey (1998 — 2003), as reported by the National Center for
Health Statistics (2004). According to the survey report, 12.9% of all individuals age
75 to 84, and 32.7% of all individuals age 85 and over needed help with between
three and six ADL’s.

The following table estimates the number of older adults age 75 and over requiring
assistance with three to six ADLs within Lapeer County.

ESTIMATED
2006 COUNTY SHARE WITH THREE INDIVIDUALS WITH
AGE POPULATION TO SIX ADL THREE TO SIX ADL
CATEGORY (ESTIMATED) ASSISTANCE NEEDS ASSISTANCE NEEDS
75TO 84 3,344 12.9% 431
85+ 1,027 32.7% 336
TOTAL 4,371 17.5% 767

Based upon the calculation above, there are an estimated 4,371 persons age 75 and
over within Lapeer County who need assistance with three to six ADLs. A few of
these persons continue to receive care from family members and/or home health
providers, while others are neither income- nor asset-qualified to pay for ADL
assistance, and who ultimately reside in a nursing home under Medicaid. These 4,371
individuals represent 17.5% (the overall affliction rate) of the total population age 75
and over in Lapeer County.

Within Lapeer County, the lowest base monthly fee at an assisted-living facility is
$1,800 for a studio unit and $2,000 for a one-bedroom unit. We anticipate that any
new product added to the market will have a base fee that ranges from $2,000 to
$2,500. As discussed, many residents of assisted-living facilities spend all of their
income and much of their assets on housing. Base monthly rates of $2,000 to $2,500
equate to annual expenses of $24,000 to $30,000. Applying a 70% housing fee/rent-
to-income ratio to the annual housing expenses would yield an annual household
income requirement of at least $34,300 to $42,850. This income could come from a
variety of sources including income, assets from the sale of a home, plus subsidies or
gifts from insurance, family and friends.

In addition, we have estimated the number of households headed by a person age 75
and over who have a home that, when sold, would generate sufficient assets to reside
in the facility. There have been a number of studies conducted to identify the length
of stay at an assisted-living facility. According to a publication entitled The State of
Senior Housing (2005), the median length of stay at assisted-living facilities was 20.5
months. Other studies published have reported median lengths of stay ranging from
25.5 to 30.8 months. Assuming residents remain at the facility at least three years (36
months) would require assets of at least $72,000 to $90,000.
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According to national statistics, housing values generally represent 50% of all assets
reported by older adults. Using this ratio of 50% indicates elderly households would
require a house valued at a minimum of $36,000 to $48,000, depending on the price
point of a new assisted-living project.

Using these minimum income requirements, we can estimate the number of age- and
income-eligible renter households in 2009 that would respond to congregate care
product at various price points in the following table.

AGE- AND INCOME-
BASE MONTHLY MINIMUM ASSET ELIGIBLE
RENT REQUIREMENT* HOUSEHOLDS (2008)
$2,000 $72,000 1,590
$2,250 $81,000 1,406
$2,500 $90,000 1,222

*Assumes the housing value is one-half of the total household assets.

As the preceding table illustrates, there will be an estimated 1,222 to 1,590 asset-
eligible households in Lapeer County that financially qualify to reside at an assisted-
living facility in the market.

Assuming 1.5 persons (Census) per senior household headed by a person age 75 and
over (and one age-eligible renter per household) yields a total universe of eligible
people living in Lapeer County. The following table summarizes the total number of
income- and asset-eligible households within Lapeer County.

AGE- AND INCOME- | AGE- AND INCOME-
BASE MONTHLY ELIGIBLE ELIGIBLE
RENT HOUSEHOLDS (2008) | POPULATION* (2008)
$2,000 1,590 2,385
$2,250 1,406 2,109
$2,500 1,222 1,833

*Assumes 1.5 persons per senior household.

Applying an affliction rate of 17.5% to the universe of income-eligible seniors yields
the number of individuals who are income-qualified and need assistance with three to
six ADLs.

AGE- AND INCOME-
AGE- AND INCOME- ELIGIBLE
BASE MONTHLY ELIGIBLE POPULATION
RENT POPULATION* (2008) AFFLICTION RATE REQUIRING ADLs
$2,000 2,385 17.5% 417
$2,250 2,109 17.5% 369
$2,500 1,833 17.5% 321
vogt bowen
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According to our calculations, there are 321 to 417 seniors in Lapeer County that
require assistance with three to six ADLs. While it is likely that some of these
residents may be using home health care, most often these potential residents’
assisted-living needs have increased to the point where home health care is not
financially or practically feasible.

The achieveable capture rate for any assisted-living project built in Lapeer County
will be contingent on a variety of factors, including the design type, features, services,
and location. However, based on our experience in evaluating assisted-living projects
in markets throughout the United States, capture rates of around 10% to 20% are
considered acceptable. For this analysis, we have used a 15% capture rate. Applying
these capture rates to the base of seniors requiring between three to six ADLs yields
the following base of potential support for assisted-living units in Lapeer County.

AGE- AND INCOME-
ELIGIBLE
BASE MONTHLY POPULATION
RENT REQUIRING ADLs 15% CAPTURE RATE
$2,000 417 63
$2,250 369 55
$2,500 321 48

Assuming a conservative capture rate of 15%, there is a potential for up to 63
assisted-living beds in the market. Note that this figure does not take into account the
current supply of assisted-living beds in Lapeer County.

A total of 126 assisted-living beds are located at eight projects in Lapeer County.
When factoring in these 126 competitive assisted-living beds, Lapeer County has a
surplus of 63 to 78 beds. However, note that over 85.0% of assisted-living beds are
located in sleeping rooms, the smallest unit type. These sleeping rooms are often
located in converted single-family homes instead of structures built specifically for
assisted living. By contrast, the share of studio and one-bedroom assisted-living units
is very low, and there were no two-bedroom assisted-living units surveyed in Lapeer
County. A new assisted-living project mainly comprised of one- and two-bedroom
units would be highly competitive with existing assisted-living units. However, it
should be noted that construction of a newer more modern facility will have an
adverse affect on the existing occupancies of the older, less modern single-family
home conversions.

CONCLUSIONS AND RECOMMENDATIONS

As part of our analysis, we identified and surveyed a total of 10 senior housing
facilities in Lapeer County. The following table summarizes the distribution of units,
vacancies, and vacancy rates for each of the senior housing segments considered in
our analysis.
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TOTAL TOTAL VACANT OCCUPANCY
FACILITY TYPE PROJECTS UNITS/BEDS | UNITS/BEDS RATE
INDEPENDENT-LIVING 2 94 21 77.7%
ASSISTED-LIVING 8 126 10 92.1%

Of the 10 senior housing facilities surveyed, only three facilities have been built
within the last 15 years. Most of the senior facilities surveyed are converted single-
family homes that contain less than 15 beds/units. Therefore, there appears to be a
lack of modern senior housing facilities in Lapeer County at the present time.

The following table summarizes our demand estimates, assuming the most
conservative capture rates.

INDEPENDENT-LIVING/CONGREGATE CARE

AGE- AND INCOME-

POTENTIAL UNITS/BEDS

ELIGIBLE RENTER OF SUPPORT
BASE MONTHLY RENT HOUSEHOLDS (2009) (5% CAPTURE RATE)
$700 645 32
$800 553 28
$900 494 25
$1,000 452 23

ASSISTED-LIVING

POTENTIAL UNITS/BEDS

ELIGIBLE POPULATION OF SUPPORT
BASE MONTHLY RENT REQUIRING ADLs (2009) (15% CAPTURE RATE)
$2,000 417 63
$2,250 369 55
$2,500 321 48

It is important to keep in mind that since the focus for this senior housing analysis is
for Lapeer County as a whole (instead of the City of Lapeer and Imlay City
specifically), it may be difficult for a single project in either city to fill all units
outlined at a particular price point in the preceding table. Any senior housing project
being considered for development should have a site-specific market feasibility study
completed to ensure that there is sufficient support for a particular project.

The newest independent-living and assisted-living units in Lapeer County are located
at Devonshire Retirement Village in the City of Lapeer. This facility includes 24
independent-living units and 40 assisted-living units. The independent-
living/congregate care units, with monthly fees ranging from $1,725 to $2,125, has an
overall occupancy rate of 62.5%. This low occupancy rate among the newest
independent-living units in the market demonstrates limited demand for these types of
units in Lapeer County. Conversely, the assisted-living units at Devonshire
Retirement Village have a 92.5% occupancy rate, with only three vacant units. Any
proposed project introduced in either the City of Lapeer or Imlay City, if offering
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monthly fees that are similar to existing units/beds in the market, would be highly
competitive with Devonshire Retirement Village.

Based on our demand analysis in this section, it appears that there is limited demand
for independent-living/congregate care units in Lapeer County at this time.
Conversely, it appears that there is presently sufficient demand for assisted-living in
Lapeer County. Note that most assisted-living facilities appear to be converted single-
family homes rather that structures built specifically for senior housing. Regardless,
five of the eight assisted-living facilities surveyed have 100.0% occupancy rates. A
new facility specifically built for assisted-living would help meet this demand.
However, a newer facility will detract from current support attracted to these
converted homes.
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VIIl. CONDOMINIUM HOUSING EVALUATION

A. PMA CONDOMINIUM MARKET SURVEY

Lapeer County was surveyed for all condominium developments that have
been actively selling new units since 2000. This is reasonable given the
demographic trends and level of new development in the market in recent
years. Further, the earlier portion of this period is intended to provide a
historical perspective of absorption rates for existing condominium
developments.

All surveyed for-sale condominium developments were identified through
the Lapeer County Register of Deeds office. All recorded condominiums
(including separate phases of condominiums) that were either platted or
recorded beginning in January 2000 to December 2006 were included in our
analysis.

A total of eight condominium projects were surveyed in Lapeer County. All
eight surveyed projects are active, with a total of 199 units, of which 120 are
unsold. Note that these active projects have an additional 107 units planned
for the construction pipeline.

The condominium product within Lapeer County includes both attached and
detached units. Detached units are usually fee-simple, a legal term used to
describe the ownership of the unit. In a fee-simple development, the unit
owner owns the real estate within the unit itself, as well as the parcel of land
the unit is situated on. The property owners jointly own the remainder of the
development, which normally consists of common areas.

Among the eight currently active projects, one project (Country Club Ridge -
Map 1.D. 5) exclusively offers a detached unit design with fee-simple
ownership, while one other project (Stone Ridge Condominiums — Map 1.D.
7) offers a mix of attached and detached unit designs. The remaining six
projects have attached configurations. The following table is the status of
condominium projects included in our survey.

PROJECT NUMBER OF TOTAL
STATUS PROJECTS UNITS*
EXISTING 0 0
ACTIVE 8 199
TOTAL 8 199

*Includes sold and unsold units.

vogt bowen

ViiI-1




From January 2000 to December 2006, a total of 79 condominium units were
sold. This is an average of 0.9 units sold monthly market-wide. The highest
number of condominium units sold in any one year was in 2006, when 30
units sold, translating into a monthly absorption of approximately 2.5 units.
This absorption rate is higher than the market-wide average absorption rate
from 2000 to 2006 (0.9 units sold per month), and represents the highest
absorption rate for the seven years reflected in our analysis.

The low overall average absorption rate for Lapeer County is not surprising,
given the general downturn in the for-sale housing market nationwide, which
has also affected southeastern Michigan. In addition, condominium projects
generally target older adult buyers, who in many cases have to sell an
existing home in order to purchase a condominium unit. Interviews with
sales agents at active condominium projects throughout the Midwest indicate
that prospective buyers who wish to purchase units are having difficulty
selling existing homes, which in turn is hampering the ability to purchase a
new condominium unit. This scenario is considered in our estimated
absorption rate for the Lapeer County condominium market, which is
discussed later in this section.

The following table summarizes the condominium absorption trends among
properties within the Lapeer County.

AVERAGE MONTHLY DISTRIBUTION OF
ABSORPTION CONDOMINIUM PROPERTIES
(UNITS PER MONTH) NUMBER PERCENT
<05 6 75.0%
0.5T00.9 1 12.5%
1.0TO20 0 0.0%
2.0> 1 12.5%
TOTAL 8 100.0%

Of the eight active projects in Lapeer County, six projects are selling less
than 0.5 units per month, while only one project is selling more than 2.0 units
per month. Note that only two projects have an average monthly absorption
rate of 0.5 or above. Woodbridge Park (Map I.D. 3) is a 26-unit project with
an average monthly absorption of 0.7 units. Imlay Place Condominiums
(Map 1.D. 4) is a 29-unit project with an average monthly absorption rate of
2.3 units. Both projects will be discussed in further detail later in this section.
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The following table details the eight active condominium projects in Lapeer
County:

AVERAGE

MAP TOTAL | SOLD PLANNED MONTHLY SALE
1.D. PROJECT LOCATION | UNITS | UNITS UNITS ABSORPTION | PRICE
1 CARRIAGE HILL LAPEER 50 10 0 0.4 $135,850
2 DEVONSHIRE PLACE LAPEER 45 6 0 0.3 $203,174
3 WOODBRIDGE PARK LAPEER 26 15 56 0.7 $196,112
4 IMLAY PLACE CONDOMINIUMS | IMLAY CITY 29 28 0 2.3 $162,920
5* COUNTRY CLUB RIDGE METAMORA 20 0 19 0.0 $359,000
6 FOX HOLLOW METAMORA 12 9 20 0.2 $213,333
7* | STONE RIDGE CONDOMINIUMS ALMONT 13 9 8 0.3 $165,000
8 WEST CREEK CONDOMINIUMS ALMONT 4 2 4 0.3 $154,900
TOTAL 199 79 107 0.9 $198,899

*Offers detached product

Among the eight active projects, three are located within the City of Lapeer.
These projects are Carriage Hill (Map I.D. 1), Devonshire Place (Map 1.D.
2), and Woodbridge Park (Map 1.D. 3). A summary description of all three
projects is as follows:

Carriage Hill (Map 1.D. 1) is located at 2130 Village West Drive North in
Lapeer. This 50-unit project was developed by Fairways Development
Corporation, and recorded its first sale in May 2005. Carriage Hill had an
average sale price of $135,850, and an average sales absorption of 0.4 units
per month as of December 2006. This project features two-bedroom/two-bath
and three-bedroom/two-bath garden units in walkup buildings. Two bedroom
units range in size from 1,167 to 1,260 square feet, while three-bedroom
units range in size from 1,414 to 1,507 square feet. Base prices are $134,000
for a two-bedroom unit and $144,000 for a three-bedroom unit. Each unit
includes all kitchen appliances, washer/dryer hookups, and a balcony or
patio. First floor units include a master bedroom, while top floor units
include a vaulted ceiling. Popular options include an above range microwave
and a fireplace. At the time of our survey, all units available for purchase
were second floor units.

Devonshire Place (Map I.D. 2) is an age-restricted community (55+) located
at 344 Devonshire Drive in Lapeer. This 45-unit project, which sold its first
unit in October 2005, was developed by Rolling Hills Investments,
Incorporated. Devonshire Place features two-bedroom/two-bath ranch units
that range in size from 1,440 square feet to 1,522 square feet. Base prices
range from $194,000 for the 1,440 square foot unit to $199,000 for the 1,522
square foot unit.
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Each unit at Devonshire Place includes a two-car attached garage, all kitchen
appliances (except microwave), washer/dryer hookups, a master bedroom,
vaulted ceilings, a deck, and an unfinished “daylight” basement. A finished
basement, which includes a kitchen, bedroom, and full bathroom, is a
$14,000 option. Devonshire Place also includes “senior friendly” options
such as emergency call buttons, a monitored fire alarm, and “a la carte”
health services.

Woodbridge Park (Map I.D. 3) is located at 1398 Luxington Drive in Lapeer.
This 26-unit project sold its first unit in July 2005, and had an average sales
absorption of 0.7 units per month as of December 2006, the best sales
absorption of the three active Lapeer condominiums within our analysis.
Woodbridge Park features two-bedroom/two-bath ranch units, two-
bedroom/two-bath loft units, and three-bedroom/two-bath loft units. Unit
sizes range from 1,246 square feet for a two-bedroom ranch unit to 1,695
square feet for a three-bedroom loft unit. Base prices range from $171,900
for a two-bedroom ranch unit to $188,900 for a three-bedroom loft unit. The
average sales price for the 15 sold units as of December 2006 was $196,112.
Each unit includes all kitchen appliances (except microwave), washer/dryer
hookups, an unfinished basement, a covered front porch, a first floor master,
and vaulted ceilings. A finished basement is a $10,000 to $12,000 option.

Imlay Place Condominiums (Map 1.D. 4) is the only active condominium
project located in Imlay City. This project, which was developed by Trego,
LLC, is located at 1813 Stoldt Avenue. This project is also the best
performing project surveyed in Lapeer County, with an average monthly
sales absorption of 2.3 units per month. As of December 2006, Imlay Place
Condominiums had sold 25 of the 26 available units. This project consists of
two-bedroom/two-bath ranch units that range in size from 980 to 1,180
square feet. Base prices as of December 2006 ranged from $168,900 to
$172,900. The average sales price for all 25 units sold at Imlay Place
Condominiums was $162,920, reflective of lower base prices during an
earlier sales period that started in April 2003.

The average sales prices at the eight active projects surveyed range from
$135,850 at Carriage Hill (Map I.D. 1) to $359,000 at Country Club Ridge
(Map 1.D. 5) in Metamora, with a market-wide average of $198,899.
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The following table details the adjusted weighted average monthly sales
velocities by price points among active projects within Lapeer County. These
monthly sales velocities are weighted based on total units sold per project.

AVERAGE SALE TOTAL | SOLD [PLANNED| MONTHLY
PRICE PROJECTS | UNITS | UNITS | UNITS |ABSORPTION*
$125,000 - $149,999 1 50 10 0 0.4
$150,000 - $174,999 3 46 39 12 1.7
$175,000 - $199,999 1 26 15 56 0.7
$200,000 - $250,000 2 57 15 20 0.2
$250,000 - $300,000 0 - - - -
$300,000 - $400,000 1 20 0 19 0.0
TOTALS/AVG. 8 199 79 107 1.1

*Average weighted monthly absorption

A plurality of projects (three) has average sale prices within the $150,000 to
$174,999 price point. This price point also has the highest monthly
absorption rate (1.7). The weighted average monthly sales absorptions by
average price generally correlate inversely with price, with the exception of
the one project within the $125,000 to $149,999 price range, which has an
average monthly sales absorption rate of 0.4. Conversely, the lowest monthly
absorption rate (0.0) is for the one project with an average sales price above
$300,000. However, this project started marketing units in December 2006,
and has yet to record a sale. The overall average monthly weighted
absorption among active projects is 1.1 units, a low rate. Note that only one
project has an average monthly absorption of over 1.0 sale per month (Imlay
Place Condominiums).
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The following table lists the active properties, the product offered, unit sizes,
sales prices, and sales price per square foot for active projects surveyed in

Lapeer County:

PRICE ANALYSIS BY BEDROOM TYPE
ACTIVE CONDOMINIUM PROJECTS

LAPEER COUNTY, MICHIGAN

DECEMBER 2006
MAP PROJECT UNIT DESCRIPTION SQUARE BASE PRICE PER
1D NAME BR. |[BATH| STYLE -GARAGE FEET* PRICE* SQUARE FOOT
2 2 GARDEN WU - A/1 1,167 - 1,260 $134,000 $106.35 - $114.82
1 CARRIAGE HILL 3 2 GARDEN WU - A/1 1,414 - 1,507 $144,000 $95.55 - $101.84
2 DEVONSHIRE PLACE 2 2 RANCH - A2 1,440-1,522 | $194,000 - $199,000 | $130.75 - $134.72
2 2 LOFT - A/2 1,622 $183,600 $113.19
2 2 RANCH - A/2 1,246 -1,414 | $171,900 - $179,900 | $127.23 - $137.96
3 WOODBRIDGE PARK 3 2 LOFT - A2 1,695 $188,900 $111.45
IMLAY PLACE
4 CONDOMINIUMS 2 2 RANCH - A/2 980-1,180 $168,900 - $172,900 | $146.53 - $172.35
2 2 RANCH - A/2 1,862 $297,000 $159.51
5* COUNTRY CLUB RIDGE 2 2.5 RANCH - A/2 2,011-2,264 | $340,000 - $365,000 | $161.22 - $169.07
6 FOX HOLLOW 2 2 RANCH - A2 1,495-1,540 | $199,900 - $219,900 | $133.71 - $142.79
STONE RIDGE
* CONDOMINIUMS 2 2 RANCH - A/2 1,188 $159,900 $134.60
WEST CREEK
8 CONDOMINIUMS 2 2 RANCH - A/1 1,250 $154,900 - $159,000 | $123.92 - $127.20

*Offers detached units
Garage Types: A/l-Attached one-car; A/2-Attached two-car; D/1-Parking Garage two-car; S/2-Surface parking (2 spaces)
TH-Townhouse
WU-Walkup

Base pricing per square foot at the active projects ranges from $95.55 for a
1,507 square foot two-bedroom/two-bath garden walkup unit at Carriage Hill
(Map ID 1) to $172.35 for a 1,180 square foot two-bedroom/two-bath ranch
unit at Imlay Place Condominiums (Map ID 4). The average base price per
square foot in the market is $131.82 and the median price per square foot is

$132.60.
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Currently Available Units in Market

The following table details the distribution of available condominium units at
active projects in Lapeer County.

DISTRIBUTION OF UNSOLD UNITS
BY BASE PRICE AND UNIT TYPE
LAPEER COUNTY, MICHIGAN

DECEMBER 2006
SALE PRICE UNIT TYPE TOTAL

RANGE LOFT RANCH GARDEN | NUMBER | PERCENT
$125,000 - $149,999 0 0 40 40 33.3%
$150,000 - $174,999 0 7 0 7 5.8%
$175,000 - $199,999 0 51 0 51 42.5%
$200,000 - $250,000 0 2 0 2 1.7%
$250,000 - $300,000 0 6 0 6 5.0%
$300,000 - $400,000 0 14 0 14 11.7%

TOTAL 0 80 40 120 100.0%

There are a total of 120 condominium units currently available in Lapeer
County. Note these totals do not reflect the 107 planned units in the pipeline
at the active projects. The largest share of available units (42.5%) is priced
between $175,000 and $199,999. All of the available units in this price range
are ranch units. Overall, ranch units comprise 80 out of the 120 available
units in the market, which accounts for 66.7% of all available units. Garden
units account for the remaining share (33.3%) of available units, Although
there are no loft units currently available for-sale, there are five loft units
planned at one project.

Demographic Overview

The current demographic profile will yield insight into the potential to
support additional condominium units in Lapeer County. The 2000 Census
reported 87,904 people in 30,729 households within Lapeer County. The
estimate for population and households in 2006 is 93,907 people in 33,600
households. Based on projections from Claritas, by 2011, the population is
expected to increase to 98,724, an increase of 12.3% over 2000. The number
of households is also expected to increase to 35,750, an increase of 16.3%
over the total households in 2000. It is our opinion that both the overall
population and the number of households will continue to increase in Lapeer
County, particularly older adult households. Note that households between
the ages of 55 to 64 are projected to increase 20.1% (1,209 households)
between 2006 and 2011, while households between the ages of 65 and 74 are
projected to increase 12.5% (958 households) during the same time period.

vogt

VII-7

bowen




Demand for condominiums is established by estimating the share of
households in Lapeer County who are likely to respond to a new
condominium development. Capture rates for condominiums are based upon
the historic performance of other, well-developed markets, as well as a
projection of the share that will respond given a choice. To project this share,
an analysis of income levels, tenure characteristics, and other socioeconomic
data is conducted. The following is the distribution of income levels within
Lapeer County in 2006:

HOUSEHOLDS

INCOME LEVEL ALL DISTRIBUTION AGED 55+ DISTRIBUTION
LESS THAN $30,000 7,344 21.9% 4,483 36.6%
$30,000 - $39,999 3,419 10.2% 1,497 12.2%
$40,000 - $49,999 3,636 10.8% 1,335 10.9%
$50,000 - $74,999 7,743 23.0% 2,079 17.0%
$75,000 - $99,999 5,126 15.3% 1,268 10.3%
$100,000 AND OVER 6,332 18.8% 1,601 13.1%
TOTAL 33,600 100.0% 12,263 100.0%

Note we have specifically included a breakdown of households ages 55 and
above, since this household segment currently represents a sizeable share of
support for condominiums in Lapeer County.

. NEW ANNUALIZED DEMAND

For the purposes of this analysis, we conservatively assume that a homebuyer
will be required to make a minimum down payment of $10,000 or 10.0% of
the purchase price for the purchase of a new home. Further, we assume that
a reasonable down payment will equal approximately 35.0% to 45.0% of a
household’s annual income. Using this methodology, the following
represents the potential purchase price by income level (this analysis also
assumes a fixed rate of 6.0% financed over a period of 30 years):

MAXIMUM
INCOME LEVEL DOWNPAYMENT PURCHASE PRICE
LESS THAN $30,000 $10,000 UP TO $100,000

$30,000 - $39,999 $15,000 $100,000-$140,000
$40,000 - $49,999 $20,000 $140,000-$200,000
$50,000 - $74,999 $25,000 $200,000-$300,000
$75,000 - $99,999 $30,000 $300,000-$400,000
$100,000 AND OVER $35,000 $400,000+

Naturally, there are cases where a household can afford a higher down
payment to purchase a more expensive home, or a household that purchases a
less expensive home, even though they could afford a higher purchase price.
The latter is a typical scenario for older adult households who often “buy
down” to unlock the equity in their former home. This broad analysis
provides the basis to which capture factors can be applied to estimate the
potential annual sales of condominiums within Lapeer County.
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Capture rates have been applied to the distribution of household income
based on the capture rates established in well-developed condominium

markets.
INCOME PRODUCT QUALIFYING CAPTURE ANNUAL DEMAND
RANGE AFFORDABILITY HOUSEHOLDS RATE* UNITS DISTRIBUTION

$30,000-$39,999 UP TO $140,000 3,419 0.005 17 33.0%
$40,000-$49,999 $140,000-$199,900 3,636 0.003 11 21.1%
$50,000-$74,999 $200,000-$299,999 7,743 0.002 15 29.9%,
$75,000-$99,999 $300,000-$400,000 5,126 0.001 5 0.9%
$100,000+ $400,000+ 6,332 0.0005 3 6.1%
TOTAL 52 100.0%

*The capture rate is based on a variety of factors including historic condominium/fee-simple sales, demographic characteristics, and other
available housing choices.

We estimate that Lapeer County has the potential to absorb up to 52 new
condominium units annually. The greatest area of support is for units priced
up to $140,000, as we estimated demand for up to 17 units annually at this
price point. Note that one-third of all available condominium units (40 units)
in Lapeer County are priced under $150,000. However, all 40 of these
available units are garden walk up units at the same project (Carriage Hill).
Therefore, there is a very limited array of unit types and prices at this “entry
level” price point. In addition, only eight of the 120 available units in Lapeer
County are priced between $200,000 and $300,000. Therefore, it does not
appear that Lapeer County is offering a wide array of unit types and prices.

Note that the real estate market has cooled off considerably in 2006 due to a
variety of factors. As a result, homeowners who may wish to purchase a
condominium unit are having problems selling an existing home, which in
turn affects the ability of a prospective buyer to purchase a condominium
unit. This factor mostly affects projects that attract “empty-nester” older
adult households, as the purchase of a unit by these households will, in many
cases, be contingent upon the sale of an existing home. Projects that
primarily attract first-time homebuyers generally are not affected by this
factor, as these households generally rent.

It is important to note, that to achieve maximum levels of demand requires
the market to offer all price points, locations, and product alternatives. This
scenario does not exist in Lapeer County. However, this analysis does
provide an indication of where the market has the most potential. The lack
of product options contributes partly to a market’s ability to generate
additional sales.
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It should also be noted that annual support levels are generally not
cumulative. In most markets, if there is support for new condominiums at a
particular price point or concept and they are not offered in a specific area,
households may leave the area seeking this housing alternative, defer their
purchase decision, or seek another housing alternative.

Within Lapeer County is a current inventory of 199 condominium units.
There are also 107 condominium units planned at the active projects. The
current inventory of 199 existing units plus the 107 planned units equals an
existing inventory of 306 units. Of this total, 19 units are priced at less than
$140,000, while the existing inventory does not include any units priced
above $400,000.

The following table compares the annualized demand by available product:

PRODUCT ANNUAL EXISTING NET ANNUALIZED
AFFORDABILITY DEMAND INVENTORY™* DEMAND
LESS THAN $140,000 17 19 -2
$140,000-$199,999 11 78 -67
$200,000-$299,999 15 8 7
$300,000-$399,999 5 14 -9
$400,000+ 3 0 3
TOTAL 52 119 -67

*Includes current inventory and planned at active phases; excludes “planned & proposed” units.

It is important to note that the above table details the Net Annualized
Demand for 2007 only. Historical sales trends as well as the growing
acceptability of condominium housing occurring nationally suggest the
market will likely experience an increase in the annual support levels over
the next few years. However, this increase in annual support levels is
contingent on the recovery of the real estate market.

The Net Annualized Demand (NAD) in 2007 in Lapeer County is a surplus
of 67 units. This surplus largely exists in the $140,000 to $199,999 price
point. Although this price point also reflects the largest number of sales
within the county, the NAD figure shows that this price point is oversupplied
(at least in 2007). Conversely, the $200,000 to $299,000 price point shows a
deficit of seven units. This deficit is due to the lack of available units within
this price point, forcing households that can afford a unit within this price
range to “buy down” to the $140,000 to $199,999 price point.
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A small surplus of nine units exists in the $300,000 to $399,999 price point,
most likely due to competition from the high-end single-family housing
market. Note that there is no existing inventory of units priced above
$400,000. Due to very limited demand at this price point for condominium
units, this factor is not surprising. Note that these demand figures do not take
into account the projected household increase projected for Lapeer County,
which could increase demand across all price points in the future. Given
projected growth trends, this will not be significant.

A separate condominium demand analysis will also be conducted for the City
of Lapeer and Imlay City, the two largest cities in Lapeer County. As was the
case with the Lapeer County demand analysis, we will also create a
condominium demand matrix according to the number of units available by
price point, as well as the number of income-qualified households for each
price point in the City of Lapeer and Imlay City.

C. NEW ANNUALIZED DEMAND - CITY OF LAPEER

Annual demand in the City of Lapeer is estimated as follows:

INCOME PRODUCT QUALIFYING CAPTURE ANNUAL DEMAND
RANGE AFFORDABILITY HOUSEHOLDS RATE* UNITS DISTRIBUTION
$30,000-$39,999 UP TO $140,000 483 0.04 14 42 .4%
$40,000-$49,999 $140,000-$199,900 456 0.03 9 27.3%
$50,000-$74,999 $200,000-$299,999 778 0.02 8 24.1%
$75,000-$99,999 $300,000-$400,000 280 0.015 1 3.0%
$100,000+ $400,000+ 234 0.01 1 3.0%
TOTAL 33 100.0%

*The capture rate is based on a variety of factors including historic condominium/fee-simple sales, demographic characteristics, and other
available housing choices.

Based on our evaluation of the characteristics of the City of Lapeer, we
estimate that the city has the potential to absorb up to 33 new condominium
units annually. The greatest area of support is for units priced up to
$140,000, as we estimated demand for up to 14 units annually at this price
point. Note that all units available for sale in the City of Lapeer are priced
under $200,000. Therefore, there are no condominium units available for
higher-income buyers. Therefore, it does not appear that the City of Lapeer
is offering a wide array of unit types and prices. Given the low demand at
higher income levels, this is not surprising.
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The following table compares the annualized demand by available product:

PRODUCT ANNUAL EXISTING NET ANNUALIZED
AFFORDABILITY DEMAND INVENTORY* DEMAND
LESS THAN $140,000 14 19 -5
$140,000-$199,999 9 71 -62
$200,000-$299,999 8 0 8
$300,000-$399,999 1 0 1
$400,000+ 1 0 1
TOTAL 33 90 -57

*Includes current inventory and planned at active phases; excludes “planned & proposed” units.

In the City of Lapeer, there is a current overall surplus of 57 condominium
units. This surplus almost entirely consists of units in the $140,000 to
$199,999 price range. A surplus of eight units currently exists in the
$200,000 to $299,999 price point, as demand for this price point is presently
not being met by the existing condominium projects in the City of Lapeer.

D. NEW ANNUALIZED DEMAND - IMLAY CITY

Annual demand in Imlay City is estimated as follows:

INCOME PRODUCT QUALIFYING | CAPTURE ANNUAL DEMAND

RANGE AFFORDABILITY HOUSEHOLDS RATE* UNITS DISTRIBUTION
$30,000-$39,999 UP TO $140,000 194 0.06 6 50.0%
$40,000-$49,999 $140,000-$199,900 190 0.05 4 33.3%
$50,000-$74,999 $200,000-$299,999 222 0.01 2 16.7%
$75,000-$99,999 $300,000-$400,000 79 0.002 0 0.0%
$100,000+ $400,000+ 107 0.001 0 0.0%
TOTAL 12 100.0%

*The capture rate is based on a variety of factors including historic condominium/fee-simple sales, demographic characteristics, and other

available housing choices.

Based on our evaluation of the characteristics of Imlay City, we estimate that
the city has the potential to absorb up to 12 new condominium units
annually. The greatest area of support is for units priced up to $140,000, as
we estimated demand for up to six units annually at this price point. There is
also annual demand for four units priced between $140,000 and $199,999.
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The following table compares the annualized demand by available product:

PRODUCT ANNUAL EXISTING NET ANNUALIZED
AFFORDABILITY DEMAND INVENTORY™* DEMAND

LESS THAN $140,000 6 0 6
$140,000-$199,999 4 1 3
$200,000-$299,999 2 0 2
$300,000-$399,999 0 0 0
$400,000+ 0 0 0
TOTAL 12 1 11

*Includes current inventory and planned at active phases; excludes “planned & proposed” units.

E.

Note that the above table details the Net Annualized Demand for 2007 only.
In Imlay City, there is an overall deficit of 11 condominium units. As
previously noted in this section, there is only one active condominium
project in Imlay City (Imlay Place Condominiums — Map 1.D. 4). As of
December 2006, Imlay Place had only one unsold unit. Although the overall
annual demand of 12 units in Imlay City is not significant, the lack of new
condominium units in this city is. Based on our demand analysis, it would
appear that there is sufficient demand in Imlay City for a small “entry level”
condominium project (under $200,000).

CONCLUSIONS

Based on the condominium housing analysis depicted in this section, it
appears that the most demand for condominium units is at the $200,000 to
$300,000 price point. The reasoning for this is as follows:

e Significant growth of high-income older adult (55+) households in
Lapeer County. Over 50% of the growth of households earning above
$75,000 per year will come from older adult households. High-
income older adult households generally will not respond to entry-
level condominium project, as these types of units generally have a
two-story townhouse or garden walk up configuration, which older
buyers tend to avoid. In addition, these types of entry-level products
generally lack a large array of upgrades and options. For this reason,
ranch-style units priced in the $200,000 to $300,000 price range are
recommended. However, a recovery of the real estate market will
have to take place in order for units at this price range to be
successful.

vogt

VIII-13

bowen




The large supply of single-family detached housing in Lapeer County
priced above $200,000 has directly impacted the growth of luxury
condominium units. There are very few condominium units priced
above $300,000, and no units priced above $400,000 in Lapeer
County. As a high-end single-family home can be obtained for
$300,000 in Lapeer County, this statistic is not surprising.

Condominium developments are site sensitive. Sites must be highly
desirable and usually in close proximity to services, shopping, and
employment. Given the somewhat rural nature of the county,
condominium sites are not readily present.

Although statistical support exists for additional development, the
absorption potential (currently averaging less than one sale per
month) will preclude most developers from building.
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IX. RENTAL HOUSING EVALUATION

A. RENTAL HOUSING SUPPLY

Introduction

This section of the report addresses the common rental housing alternatives that
are offered in Lapeer County. Following a summary of the overall rental housing
market, we provide an analysis of each segment of housing (i.e. market-rate, Tax
Credit, and government-subsidized) separately within this section of the report.
An explanation of each segment of rental housing is described below:

Market-rate rental housing does not operate with any type of government
assistance (i.e. HUD Section 8) and does not have maximum income limitations.
In theory, any household with sufficient income can reside in market-rate rental
housing.

Tax Credit rental housing operates under the Section 42 of the IRS Code, which
is more commonly referred to as the Low-Income Housing Tax Credit (LIHTC)
program. Households that reside in LIHTC rental housing must earn anywhere
from 30% to 60% of Area Median Household Income (AMHI) for the Detroit-
Warren-Livonia, Michigan MSA, which includes Lapeer County. There is a
maximum income qualification according to household size within the Detroit-
Warren-Livonia MSA. Households that earn above this income limit are not
eligible to reside in Tax Credit rental housing.

Government-subsidized rental housing operates under HUD guidelines and with
federal rent subsidies. The most common type of federal subsidy is for project-
based Vouchers under the HUD Section 8 program. In Lapeer County, select
government-subsidized projects also rent units under the Rural Development 515
program. At government-subsidized projects, tenants pay 30% of adjusted gross
income in rent. Currently, there are no funds available for new Section 8
projects, and limited program funds available for new Rural Development 515
projects.

Overview of Rental Housing Alternatives

We identified and personally surveyed 25 conventional rental housing projects
containing a total of 1,997 units within Lapeer County. This survey was
conducted to establish the overall strength of the rental market in Lapeer County.
The multifamily rental units surveyed in Lapeer County have a combined
occupancy rate of 95.7%, a good rate.
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PROJECT TYPE PROJECTS UNITS VACANCIES |[OCCUPANCY RATE
MARKET-RATE 12 1,217 70 94.2%
MARKET-RATE/SUBSIDIZED 1 136 2 98.5%
TAX CREDIT/SUBSIDIZED 1 52 0 100.0%
GOVERNMENT-SUBSIDIZED 11 592 13 97.8%

As the preceding table illustrates, among these projects, 12 are strictly non-
subsidized (market-rate) projects containing 1,217 units. These non-subsidized
units are 94.2% occupied. The remaining 13 projects contain 732 government-
subsidized units, which are 98.2% occupied. Note that one project (Westmoor
Apartments — Map 1.D. 20) offers a mix of 88 market-rate and 48 government-
subsidized units. Of the 25 conventional projects surveyed within Lapeer
County, 16 of these projects are located within the City of Lapeer, while six are
located in Imlay City. Note that our survey of conventional rentals does not
include single-family detached or duplex rental units.

The following is a distribution of units surveyed by year built for the projects
surveyed in Lapeer County:

TOTAL VACANT VACANCY
YEAR BUILT UNITS UNITS RATE
PRIOR TO 1960 0 0 -
1960 — 1969 156 3 1.9%
1970 -1979 372 22 5.9%
1980 — 1989 593 35 5.9%
1990 - 1994 52 3 5.8%
1995 - 1999 126 6 4.8%
2000 — 2001 12 0 0.0%
2002 0 0 -
2003 0 0 -
2004 0 0 -
2005 0 0 -
2006 6 3 50.0%
TOTAL 1,317 2% 5.5%

The majority of units in Lapeer County were built between 1970 and 1989. In
fact, 45.0% of all units were built between 1980 and 1989. The vacancy rate for
units built before 2000 ranges from 1.9% to 5.9%. The newest rental units in
Lapeer County are at Creek Side Manor (Map 1.D. 9), a six-unit project that was
built in 2006. This project has a 50.0% vacancy rate, which reflects three vacant
units. Due to the recent opening of this project, it is speculated that Creek Side
Manor is still in its initial lease-up period.
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The Lapeer County apartment market offers a wide range of rental product, in
terms of price point and quality. The following table summarizes the gross rents
(the collected rent plus the estimated costs of tenant-paid utilities) of the existing
conventional apartments in the market.

GROSS RENT
BEDROOM TYPE EXISTING RENTALS MEDIAN
ONE-BEDROOM $420 — $682 $613
TWO-BEDROOM/ONE-BATH $579 - $873 $680
TWO-BEDROOM/ONE-BATH $738 - $1,003 $1,003
THREE-BEDROOM/ONE-BATH $911 $911
THREE-BEDROOM/TWO-BATH $911 - $1,146 $911

Market-Rate Rental Housing

We identified and surveyed 13 projects with market-rate units in Lapeer County.
One of these projects (Westmoor Apartments — Map 1.D. 20) offers a mix of 88
market-rate and 48 government-subsidized units, while the remaining 12 projects
are strictly market-rate. These projects contain a total of 1,305 units, of which 72
(5.5%) are vacant. The 5.5% vacancy rate is considered to be a good rate for
market-rate rental housing. Note that market-rate units represent over 65.0% of
all rental units surveyed in Lapeer County.

The following table summarizes the market-rate rental market.

MARKET-RATE
MEDIAN
BEDROOMS BATHS UNITS DISTRIBUTION | VACANCY | %VACANT | GROSS RENT

ONE-BEDROOM 1.0 496 38.0% 28 5.6% $613

TWO-BEDROOM 1.0 608 46.6% 33 5.4% $680

TWO-BEDROOM 2.0 145 11.1% 7 4.8% $1,003
THREE-BEDROOM 1.0 20 1.5% 2 10.0% $911
THREE-BEDROOM 2.0 36 2.8% 2 5.6% $911

TOTAL MARKET-RATE 1,305 100.0% 72 5.5% -

The distribution of units by bedroom type is typical for a market like Lapeer
County. Demand for all unit types in Lapeer County is moderate. One-bedroom
units have an overall vacancy rate of 5.5%, while two-bedroom units have a
vacancy rate of 4.8% to 5.4% depending on unit type. Note the low share of
three-bedroom multifamily apartment units. Markets with a very low share of
three-bedroom apartment units usually have a high share of single-family
detached rentals, which are often three-bedroom homes. In addition, three-
bedroom rental units are also competitive with existing for-sale single-family
homes in Lapeer County.
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We rated each market-rate property surveyed on a scale of A through E. All
market-rate properties were rated based on quality and overall appearance (i.e.
aesthetic appeal, building appearance, landscaping, and grounds appearance).
Following is a distribution by quality rating, units, vacancies, and median gross
rent.

MARKET-RATE MEDIAN GROSS RENT
QUALITY TOTAL | VACANCY
RATING PROJECTS UNITS RATE ONE-BR TWO-BR | THREE-BR

A 1 198 2.5% - $873 $1,076
A- 1 120 4.2% $625 $680 -

B+ 2 58 10.3% $672 $748 -

B 2 206 10.2% $682 $738 $911

B- 3 195 5.1% $498 $703 -

C+ 2 256 7.0% $613 $679 -

C 2 284 2.5% $501 $594 -

Among the market-rate projects in Lapeer County, there does not appear to be a
direct correlation between quality rating and vacancy rate. As the preceding table
illustrates, vacancy rates are lowest at properties with an ‘A’ and ‘C’ rating
(2.5%), while vacancy rates are highest at properties with a ‘B’ (10.2%) and ‘B+’
(10.3%) rating. However, median gross rents are higher based on the quality
rating of a given project. This is especially true for two-bedroom units, as ‘C’
rated properties have a median gross rent of $594 and ‘A’ rated properties have a
median gross rent of $873.

The market-rate properties are as follows:

MAP YEAR BUILT/ | TOTAL | OCCUPANCY TARGET
1.D. PROJECT NAME LOCATION RENOVATED UNITS RATE MARKET
HICKORY SQUARE

2 APARTMENTS IMLAY CITY 1987 200 90.0% FAMILIES

4 ARBORS OF LAPEER LAPEER 1994 52 94.2% FAMILIES

5 TURRILL ESTATES LAPEER 1995 120 95.8% FAMILIES

7 PEPPERMILL APTS. LAPEER 1980/2005 35 91.4% FAMILIES

8 HUNTER WOODS LAPEER 1980 72 93.1% FAMILIES

9 CREEK SIDE MANOR IMLAY CITY 2006 6 50.0% FAMILIES

13 SUNCREST LAPEER 1979 136 97.1% FAMILIES

17 ROLLING HILLS LAPEER 1988 198 97.5% FAMILIES

19 PINES OF LAPEER LAPEER 1975 100 85.0% FAMILIES
FAMILIES &

20 WESTMOOR APTS. LAPEER 1985 88* 97.7% SENIORS

21 WESTWOOD PARK LAPEER 1962 156 98.1% FAMILIES

23 5353 N. LAPEER RD. LAPEER 1996 6 83.3% FAMILIES

24 BROOKFIELD LAPEER 1978 136 97.8% FAMILIES

*Reflects market-rate units only.
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The 13 projects that contain market-rate units in Lapeer County have occupancy
rates that range from 50.0% to 98.1%. Three projects have occupancy rates
below 90.0%. Creek Side Manor (Map I.D. 9), a six-unit project previously
discussed in this section, was built in 2006. The 50.0% occupancy rate at this
project reflects three vacant units. It is speculated that Creek Side Manor is still
in its initial lease-up period. Pines of Lapeer (Map I.D. 19) is a 100-unit project
built in 1975. This project has an 85.0% occupancy rate, which reflects 15 vacant
units. While a reason was not given for the low occupancy rate by management
at this property; it is noted that Pines of Lapeer is older and offers smaller unit
sizes compared to other market-rate projects in the City of Lapeer. The six-unit
project at 5353 North Lapeer Road has an 83.3% occupancy rate, which reflects
one vacant unit.

Westmoor Apartments (Map 1.D. 20) is a 136-unit project located in the City of
Lapeer. Of the 136 total units, 88 are market-rate units. In addition, 16 of the 88
market-rate units are restricted to senior households ages 62 and above.
Westmoor Apartments is the only project in Lapeer County with market-rate
units restricted to senior households.
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The following table summarizes the distribution of appliances and amenities for
all market-rate rental units in Lapeer County.

APPLIANCES
APPLIANCES PROJECTS PERCENT UNITS*
RANGE 13 100.0% 1,305
REFRIGERATOR 13 100.0% 1,305
ICEMAKER 0 0.0% -
DISHWASHER 8 61.5% 904
DISPOSAL 9 69.2% 1,138
MICROWAVE OVEN 2 15.4% 41
UNIT AMENITIES
AMENITY PROJECTS PERCENT UNITS*
AC - CENTRAL 7 53.8% 784
AC - WINDOW 5 38.5% 385
CARPET 13 100.0% 1,305
WASHER/DRYER 0 0.0% -
WASHER/DRYER HOOKUPS 5 38.5% 576
PATIO/DECK/BALCONY 6 46.2% 587
CEILING FAN 3 23.1% 372
FIREPLACE 0 0.0% -
BASEMENT 0 0.0% -
INTERCOM SECURITY 2 15.4% 135
SECURITY SYSTEM 0 0.0% -
WINDOW TREATMENTS 10 76.9% 1,071
FURNISHED UNITS 0 0.0% -
E-CALL BUTTONS 0 0.0% -
PROJECT AMENITIES
AMENITY PROJECTS PERCENT UNITS*
POOL 3 23.1% 498
ON-SITE MANAGEMENT 11 84.6% 1,293
LAUNDRY FACILITY 8 61.5% 843
CLUB HOUSE 3 23.1% 498
MEETING ROOM 2 15.4% 298
FITNESS CENTER 1 1.7% 198
JACUZZI/ISAUNA 1 1.7% 198
PLAYGROUND 8 61.5% 1,050
TENNIS COURT 1 1.7% 200
SPORTS COURT 2 15.4% 270
STORAGE 3 23.1% 372
LAKE/POND 1 1.7% 6
ELEVATOR 1 1.7% 35
SECURITY GATE 0 0.0% -
BUSINESS CENTER 0 0.0% -
CAR WASH AREA 0 0.0% -
PICNIC AREA 6 46.2% 600
CONCIERGE SERVICE 0 0.0% -
SOCIAL SERVICE PACKAGE 0 0.0% -
*Does not include units where appliances/amenities are optional. Only includes market-rate units.
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All market-rate rental projects in Lapeer County offer a range and refrigerator,
while a majority of rental projects offer a dishwasher and disposal. Typical unit
amenities among rental projects in Lapeer County include carpet, window
treatments, air conditioning (central or wall), and a patio, deck, or balcony. A
majority of projects offer an on-site management office, laundry facilities, and a
playground as project amenities.

While government-subsidized projects were not included in the preceding table,
these projects typically offer limited appliances and amenity packages in
comparison to non-subsidized rental units. Typical features at the subsidized
projects include a range, refrigerator, window treatments, an on-site management
office, and a community space (i.e. activity room).

The average gross rent per square foot (the collected rent plus any tenant-paid
utilities) for the market-rate units are summarized on the following table.

MARKET-RATE
UNIT TYPE ONE-BR TWO-BR. THREE-BR.
GARDEN $0.82 $0.80 $0.80
TOWNHOUSE N/O N/O N/O

N/O - None offered

Tax Credit Rental Housing

We surveyed one Tax Credit project in Lapeer County. Cambridge | & Il (Map
I.D. 1) is a Tax Credit and government-subsidized project located in Imlay City.
This 52-unit project, which is restricted to senior residents ages 62 and above,
was financed under the Rural Development 515 program, and is presently 100%
occupied with a waiting list of 20 households for the next available units. Under
the Tax Credit program, this project can rent to households that earn up to 50%
of the Area Median Household Income for the Detroit-Warren-Livonia MSA.
However, this project has a project-based subsidy for all 52 units. Therefore,
Cambridge | & Il would only rent units under the Tax Credit program if this
property were to lose its project-based HAP subsidy. As all 52 units at
Cambridge | & Il are subsidized, we have evaluated this project further in the
Government-subsidized Rental Housing section.
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One additional Tax Credit project was identified in Lapeer County. Timber
Creek is a 32-unit Tax Credit and government-subsidized project in the village
of North Branch. This project was also developed under the Rural Development
515 program. Despite numerous attempts to contact management at this
property, we were unable to update information obtained in a November 2005
study conducted by our firm. The November 2005 information on Timber Creek
shows a 100.0% occupancy rate and a waiting list of one to three months for the
next available units. Basic rents at Timber Creek were $422 for a one-bedroom
unit and $452 for a two-bedroom unit. Market rents at this project were $452 for
a one-bedroom unit and $628 for a two-bedroom unit. Note that all 32 units at
Timber Creek are subsidized.

Government-Subsidized

The 692 government-subsidized units within Lapeer County are situated within
13 projects. The government-subsidized units in Lapeer County are summarized
as follows.

PERCENT

BEDROOMS BATHS UNITS DISTRIBUTION | VACANT VACANT
ONE-BEDROOM 1.0 440 63.6% 11 2.5%
TWO-BEDROOM 1.0 223 32.2% 2 0.9%
THREE-BEDROOM 1.0 19 2.7% 0 0.0%
THREE-BEDROOM 1.5 7 1.0% 0 0.0%
FOUR-BEDROOM 15 3 0.4% 0 0.0%
TOTAL 692 100.0% 13 1.9%

The occupancy rate for the 692 government-subsidized units in Lapeer County
is 98.1%, indicating strong demand for low-income housing. The waiting lists
for government-subsidized units range from six to 12 months at most projects.
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The 13 projects in Lapeer County with government-subsidized are summarized

as follows:
MAP YEAR BUILT/ | TOTAL | OCCUPANCY TARGET
I.D. PROJECT NAME LOCATION RENOVATED | UNITS RATE MARKET
SENIORS
1 CAMBRIDGE | & I IMLAY CITY 1999 52 100.0% (62+)
TOWNSEND MANOR APTS.
3 | &1 IMLAY CITY 1977 72 100.0% FAMILIES
SENIORS
6 RIVERVIEW TOWER LAPEER 1972 60 100.0% (62+)
SENIORS
10 PARKVIEW SENIOR APTS. IMLAY CITY 1928/1978 43 97.7% (50+)
11 PLAZA TOWER ALMONT 1982 24 100.0% FAMILIES
SENIORS
12 HIDDEN HOLLOW COLUMBIAVILLE 1980/2004 24 75.0% (55+)
IMLAY AREA SENIORS
14 NON-PROFIT HOUSING IMLAY CITY 1978 16 100.0% (62+)
CHARBRIDGE ARBOR
15 LOOP I &I LAPEER 1971 110 97.3% FAMILIES
16 GATEWAY LAPEER 1983 24 100.0% FAMILIES
SENIORS &
18 SILVER MAPLE VILLAGE LAPEER 1970 175 100.0% FAMILIES
20 WESTMOOR APTS. LAPEER 1985 48* 100.0% FAMILIES
NORTH BRANCH
22 COMMONS NORTH BRANCH 1986 32 90.6% SENIORS
25 WEST GENESEE APTS. LAPEER 2000 12 100.0% FAMILIES

*Government-subsidized units only

Nine of the 13 government-subsidized projects listed have a 100.0% occupancy
rate, with a waiting list for the next available units. Hidden Hollow (Map I.D.
12) is a 24-unit project with a 75.0% occupancy rate, which reflects four vacant
units. This project is restricted to senior households ages 55 and above.
Columbiaville is located northwest of the City of Lapeer, and has a 2005
estimated population of 817. Due to the low population of this village, there may
be a limited rental market for older adults in Columbiaville, which is
contributing to the low occupancy rate of this project.

Planned and Proposed Rental Housing

Based on our interviews with local building and planning representatives
throughout Lapeer County, there are no planned or proposed rental projects
within Lapeer County at the time of our survey.
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Housing Choice Vouchers

Information was obtained on the number of Housing Choice Vouchers (HCV)
in circulation within Lapeer County. Four organizations administer VVouchers
within Lapeer County (The City of Lapeer, Lapeer Housing Commission,
Human Development Commission, and BECKA Management). Among these
four organizations, there are a total of 638 Housing Choice Vouchers in
circulation within Lapeer County. However, only 25 of these Vouchers are
designated for Special Needs households (i.e. disabled or homeless). The low
number of Vouchers designated for Special Needs households (in comparison
with the total number of Vouchers in circulation within Lapeer County) reflects
the continuing need for Housing Choice Vouchers for the Special Needs
population.

Lapeer County is a part of the Detroit-Warren-Livonia, Michigan Metropolitan
Statistical Area (MSA). The following table outlines the HUD 2007 Fair
Market Rents for the Detroit-Warren-Livonia, Michigan MSA.

FAIR MARKET RENTS
STUDIO $582
ONE-BEDROOM $663
TWO-BEDROOM $793
THREE-BEDROOM $948
FOUR-BEDROOM $978

The Fair Market Rents for the Detroit-Warren-Livonia MSA reflect the
maximum gross rent (including utilities) that a Housing Choice VVoucher can be
redeemed for at a given rental unit. If the gross rent were to exceed Fair Market
Rents, the Voucher holder would be responsible for paying the difference in
rent.

. RENTAL HOUSING DEMAND

This section of the report addresses the market potential for a variety of rental
housing types in the City of Lapeer and Imlay City, as well as a variety of
potential market segments (i.e. market-rate, high-income, low-income, and
subsidized) for these two cities. Since a variety of product types could be
developed with a wide range of amenities and features, this section of the report
addresses potential demand for a product that offers a standard/competitive
amenity package and features.

Demand for rental housing is established by examining the eligible income
range for the prospective tenants living in units that operate under the Low-
Income Housing Tax Credit (LIHTC) program at projects within both cities, as
well as the income range of likely market-rate renters.
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Maximum Income Limits

Lapeer County is within the Detroit-Warren-Livonia, Michigan MSA, which
had a median household income of $69,700 for 2006. The following table
summarizes the maximum allowable income by household size for the targeted
income levels.

MAXIMUM

HOUSEHOLD TARGETED ALLOWABLE
SIZE AMHI INCOME

ONE-PERSON 2ng§ iﬁ;‘;éig
TWO-PERSON 28‘;;’ iﬁ,éj?ig

THREE-PERSON 2822 iﬁ%j?ig
FOUR-PERSON gg‘;jg iﬁ:gig
FIVE-PERSON 2822 ii;:;gg
SIX-PERSON 282j§ ijg:ggg

A senior project will likely attract up to two-person households, while a family
project with a four-bedroom unit is expected to house up to a six-person
household. For the purpose of this analysis, we assume that the maximum
allowable income for the senior Tax Credit units is $33,540. Tax Credit family
units are limited to $48,660.

There is no maximum income restriction for market-rate rental units; however,
based on our experience and a review of area demographic characteristics, it is
unlikely that market-rate units will draw much support from householders with
incomes over $75,000. Therefore, we have limited our demand for these units to
households with incomes of up to $75,000.

Minimum Income Requirements

Market research-industry standards permit a rent-to-income ratio of 40% for
low-income units designated for senior households, 35% for low-income units
designated for family households, and 27% for market-rate units. Managers of
market-rate product usually allow a rent to income ratio of 27% to 30%.
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Note that there are no existing non-subsidized Tax Credit units in Lapeer
County. Therefore, we have assumed that the lowest gross rent for a family or
senior project in Lapeer County will be equal to the maximum allowable gross
rent at 40% of AMHI ($524). Assuming a Tax Credit project in Lapeer County
can achieve the maximum allowable rents under program restrictions, the
annual minimum income requirements for a senior project would be $15,720
($524 x 12 / .40 = $15,720) and a family project would be $17,965 ($524 x 12 /
.35 = $17,965). Therefore, the lowest gross rent for a senior and family Tax
Credit project will be $524 within our demand analysis.

Applying a rent to income ratio of 27% yields a minimum income requirement
of $27,245 ($613 x 12 / .27 = $27,245) for a market-rate project. Note that the
median gross rent for a one-bedroom unit at a market-rate project in Lapeer
County is $613, and this rent was used to determine the minimum income
requirement.

Income-Appropriate Range

Based on the preceding analyses, the specific targeted income groups are
summarized in the following table:

INCOME BAND

TARGET MARKET

SENIORS

FAMILIES

TAX CREDIT (60% AMHI)

$15,720 - $33,450

$17,965 - $48,660

MARKET-RATE (UNRESRICTED)

$27,245 - $75,000

Capture Rate Calculations

We assume the year 2009 as the baseline year for the purpose of estimating
demand within the market. While we acknowledge that demand may vary from
year to year, it is assumed that our projection for two years in advance should be
applicable for the immediate subsequent years.

Our demand analysis evaluates the potential number of income-qualified
households in the City of Lapeer and Imlay City in 2009. The number of
households is then multiplied by an acceptable capture rate, which results in the
number of potential units that can be supported at each targeted income level
and age. The achievable capture rates for each city are based on numerous
factors including demographic trends and characteristics, economic trends and
forecasts, area housing market conditions and occupancy and/or sales levels,
location factors, and certain assumptions regarding potential new product.
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The following is a summary of our demand estimates for rental housing
alternatives in the City of Lapeer:

TARGETED INCOME GROUPS
(CITY OF LAPEER)

TAX CREDIT
(60% AMHI) MARKET-RATE
SENIOR FAMILY (UNRESTRICTED)
$15,720-$33,450 | $17,965-$48,660 |  $27,245-$75,000
INCOME-ELIGIBLE
RENTER HOUSEHOLDS 229 796 824
(2009)
MULTIPLIED BY
TURNOVER RATE 229 X 30% 796 X 60% 824 X 60%
OVERALL SUPPORT
BASE = 69 =478 = 495
MULTIPLIED BY
CAPTURE RATE* 7% 10% 12%
ANNUAL POTENTIAL
UNITS OF SUPPORT 5 48 59

*Capture rates are derived from our evaluation of area demographic characteristics and trends, location
considerations, the availability and overall strength of the existing housing market, and our experience in
evaluating other markets nationwide.

Based on the preceding analysis, it is our opinion that the greatest base of
support for rental units in the City of Lapeer is for market-rate units, while Tax
Credit senior units have the smallest base of support. Note that the City of
Lapeer does not have any non-subsidized Tax Credit projects. Of the 16 projects
surveyed within the City of Lapeer, 10 projects are strictly market-rate with no
subsidized or Tax Credit units. Despite the lack of Tax Credit projects that
target senior households, there are two government-subsidized projects that
target these households in the City of Lapeer.
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The following is a summary of our demand estimates for rental housing
alternatives in Imlay City:

TARGETED INCOME GROUPS

(IMLAY CITY

TAX CREDIT
(60% AMHI)

MARKET-RATE

SENIOR FAMILY (UNRESTRICTED)
$15,720-$33,450 | $17,965-$48,660 |  $27,245-$75,000
INCOME-ELIGIBLE
RENTER HOUSEHOLDS
(2009) 95 285 201
MULTIPLIED BY
TURNOVER RATE 95 X 30% 285 X 60% 201 X 60%
OVERALL SUPPORT
BASE =29 =171 =121
MULTIPLIED BY
CAPTURE RATE* 7% 10% 12%
ANNUAL POTENTIAL
UNITS OF SUPPORT 2 17 15

*Capture rates are derived from our evaluation of area demographic characteristics and trends, location
considerations, the availability and overall strength of the existing housing market, and our experience in
evaluating other markets nationwide.

Based on the preceding analysis, it is our opinion that the greatest base of
support for rental units in Imlay City is for family Tax Credit units, while Tax
Credit senior units have the smallest base of support. Note that overall demand
for new apartment units in Imlay City appears to be low. Imlay City does not
have any non-subsidized Tax Credit projects. Of the six total projects surveyed
within the City of Lapeer, two projects are strictly market-rate with no
subsidized or Tax Credit units. One of these market-rate projects (Creek Side
Manor — Map 1.D. 9) is a six-unit project that opened in 2006, and has three
vacant units. Note that minimal population and household growth is projected
for Imlay City between 2006 and 2011. Therefore, tenant turnover in Imlay
City will result in vacant units at existing projects, as few renter households are
projected to move into the market to occupy these units. This factor was also
considered in our demand estimate for rental housing in Imlay City.

These potential units of support should not be interpreted as the minimum or
maximum number of units that can be supported in the cities of Lapeer and
Imlay City. Factors such as actual rent levels charged, as well as features,
amenities, and bedroom types offered must be considered to determine the
actual number of units that the market can support. Instead, this demand
analysis should be considered an illustration of those rental market segments
with the greatest potential for development. It is also important to note that our
estimate of demand does not take into account the availability of vacant land,
land costs, or building costs.
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C. CONCLUSIONS

A demand analysis for rental housing was conducted for the City of Lapeer and
Imlay City. As our demand analysis for rental housing indicates, the most
support exists for market-rate rental units in the City of Lapeer. There is a
significant share of higher-income renter households ($60,000+) in the City of
Lapeer, from which these market-rate units can draw support. In addition,
market-rate units in the City of Lapeer are presently 95.5% occupied, a good
rate. Note that only three of the 11 market-rate projects in Lapeer were built in
the 1990s, and that the newest market-rate project was built in 1996. In our
opinion, the most viable option for multifamily development in the City of
Lapeer would be a mid-size market-rate project with a competitive amenities
package.

There appears to be limited demand for multifamily rental units in Imlay City,
largely due to projected stable household growth within this city. Our Demand
Analysis indicates two potential units of support for senior Tax Credit units, 17
potential units of support for family Tax Credit units, and 15 potential units of
support for market-rate rental units. The newest market-rate project in Imlay
City opened in 2006, and consists of six total units. As of December 2006, three
of these units were vacant, which further demonstrates the lack of demand for
new rental housing in Imlay City. Therefore, we do not recommend that any
new rental units be developed in Imlay City at this time. If significant renter
household growth were projected for Imlay City in the future, our
recommendation could potentially change.
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PROJECT NUMBER OF PRODUCTION | ESTATE LOTS
TYPE PROJECTS LOTS TOTAL LOTS
ACTIVE 24 254 429 683
ESTABLISHED 2 0 74 74
TOTAL 26 254 503 757

*Includes sold lots, unsold lots, and planned lots.

The following table summarizes the single-family absorption trends among
active surveyed developments within Lapeer County.

AVERAGE MONTHLY
ABSORPTION

DISTRIBUTION OF ACTIVE
SINGLE-FAMILY SUBDIVISIONS

(UNITS PER MONTH) NUMBER PERCENT
0.2 AND BELOW 13 54.2%
037005 8 33.3%
0.6 TO0.9 3 12.5%
1.0 AND ABOVE 0 0.0%
TOTAL 24 100.0%




The 24 active single-family projects have experienced absorption rates ranging
from 0.0 to 0.8 homes sold monthly. Over 50% of the active subdivisions (13)
are selling less than 0.3 homes monthly (3.6 homes annually). In fact, six
subdivisions have an average absorption rate of less than 0.1 homes per month.
The low absorption rates are not surprising, given that a majority of subdivisions
in Lapeer County consist of estate lots. Estate lot subdivisions generally have a
slower absorption rate, as the developer sells the lot, making the lot owner
responsible for locating a builder. At production subdivisions, the home and lot
are both provided by the builder, and are both sold to the buyer as part of the
same transaction.

The best performing active subdivision in Lapeer County is Rolling Hills Estates
No. 5 (Map 1.D. 2), located in the City of Lapeer. This project was originally a
production subdivision with select builders, but was converted to an estate lot
subdivision due to recent slow market conditions. Now prospective buyers can
purchase a lot and choose a builder. As of December 2006, there were six unsold
spec homes within this subdivision. Rolling Hills Estates No. 5 has an average
monthly sales absorption of 0.8 homes. The two active subdivisions averaging
monthly sales of 0.6 homes sold per month are Brookwood of Lapeer (Map 1.D.
4) and Hidden Ridge Estates (Map 1.D. 18).

The average absorption rate for 2006 among active single-family developments
in the PMA was approximately 3.3 sales per month (or 39 homes/lots annually
for all 24 active subdivisions). The 3.3 monthly absorption figure for 2006 is
lower than the 2005 monthly absorption figure of 5.4 homes sold per month.
This reduction in sales activity is not surprising, given the recent downturn in
single-family home sales in many areas of the United States, including Southeast
Michigan.
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The following table details the 24 active subdivisions in Lapeer County

MAP LOCATION/ SCHOOL MONTHLY AVERAGE AVERAGE
1.D. PROJECT TAX DISTRICT DISTRICT ABSORPTION | LOTPRICE | HOME PRICE
ANDREW’S RIVER
1 ESTATES NO. 2 LAPEER CITY LAPEER AREA 0.3 $59,900 $212,500
ROLLING HILLS LAPEER AREA
2 ESTATES NO.5 LAPEER CITY 0.8 $42,184 $212,250
3 GOLFVIEW ESTATES LAPEER CITY LAPEER AREA 0.3 $60,750 $271,399
BROOKWOOD
4 OF LAPEER*** LAPEER CITY LAPEER AREA 0.6 N/A* $230,000
5 THE MEADOWS LAPEER CITY LAPEER AREA 0.0 $105,000 $350,000
6 THE PRESERVE IMLAY CITY IMLAY CITY 0.3 $69,900 $262,500
WESTON HILLS/
7 SCHOOLHOUSE IMLAY CITY IMLAY CITY 0.3 N/A* $166,425
8 MAYFIELD CROSSINGS MAYFIELD TWP. LAPEER AREA 0.0 N/A* $220,000
9 THOMAS MEADOWS MAYFIELD TWP. LAPEER AREA 0.2 $39,013 $208,990
WHISPERING PINES LAPEER AREA
10 ESTATES MAYFIELD TWP. 0.5 $80,000 $500,000
11 PINE ACRES MAYFIELD TWP. LAPEER AREA 0.1 $57,900 $200,000
12 OAKHILL WILDERNESS MAYFIELD TWP. LAPEER AREA 0.5 $65,000 $400,000
13 NEPESSING LAKESIDE ELBA TWP. LAPEER AREA 0.2 $131,759 $600,000
NORTH BRANCH
14 DEERFIELD ESTATES DEERFIELD TWP. AREA 0.2 N/A* $145,400
NORTH BRANCH
15 SMOKE ESTATES ARCADIA TWP. AREA 0.0 N/A $193,950
NORTH BRANCH
16 LANGE MEADOWS NORTH BRANCH TWP. AREA 0.1 $43,400 $200,000
17 | CARRIAGE HILL ESTATES ATTICA TWP. IMLAY CITY 0.4 $171,100 $266,700
18 HIDDEN RIDGE ESTATES HADLEY TWP. GOODRICH AREA 0.6 $89,802 $500,000
19 DRYDEN FARMS DRYDEN TWP. ALMONT AREA 0.1 $110,000 $425,000
SECLUDED PINES
20 ESTATES METAMORA TWP. LAPEER AREA 0.0 $105,500 $375,000
21 STEEPLECHASE METAMORA TWP. LAPEER AREA 0.3 $107,734** $600,000
THE HIGHLANDS
22 OF METAMORA METAMORA TWP. LAPEER AREA 0.0 $110,000 $700,000
23 DRAKESHIRE CITY OF ALMONT ALMONT 0.0 N/A* $282,000
24 PINE COURT CITY OF ALMONT ALMONT 0.1 $135,000 $370,500

*N/A - Production subdivisions. These subdivisions do not have separate lot prices.
**Average lot prices reflect Phase | and Phase 11 of Steeplechase (Map 1.D. 21).
***Brookwood of Lapeer is filed as a site condominium project.

There are five active subdivisions located within the City of Lapeer. These active
subdivisions are Andrew’s River Estates No. 2 (Map 1.D. 1), Rolling Hills
Estates No. 2 (Map 1.D. 2), Golfview Estates (Map 1.D. 3), Brookwood of Lapeer
(Map I.D. 4), and The Meadows (Map I.D. 5). Imlay City has two active
subdivisions: The Preserve (Map 1.D. 6) and Weston Hills/Schoolhouse (Map

1.D. 7).

The average home values at the active projects range from $145,400 at Deerfield
Estates (Map ID 14) to $700,000 at The Highlands at Metamora (Map ID 22),
with a market-wide average of $328,859. Note that 10 projects have an average

sales price of $350,000 or above.
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The average monthly sales velocities at the active projects range from 0.0 at six
projects to 0.8 at Rolling Hills Estates No. 5 (Map 1.D. 22) in the City of Lapeer.
Of the six active subdivisions with a 0.0 absorption rate, one is located in the
City of Lapeer (The Meadows — Map I.D. 5). The overall weighted average
absorption in the market is 0.2 homes sold monthly per project.

The following table lists the five active production subdivisions within Lapeer
County. This table also lists the product offered, unit sizes, sales prices, and sales
price per square foot:

PRICE ANALYSIS BY BEDROOM TYPE
ACTIVE PRODUCTION SUBDIVISIONS
LAPEER COUNTY, MICHIGAN
DECEMBER 2006

MAP PROJECT NAME UNIT DESCRIPTION AVERAGE AVG. PRICE PER
1.D. (BUILDER) STYLE BR. | BATH | SQUARE FEET PRICE SQUARE FOOT
4 BROOKWOOD OF RANCH 3 2.0 1,600 - 2,000 $212,822 $106.41 - $133.01
LAPEER 2-STORY 4 2.5 1,800 - 2,300 $233,601 $101.57 - $129.78
7 WESTON HILLS/ RANCH 3 2.0 1,320-1,512 $163,220 $107.95 - $123.65
SCHOOLHOUSE 2-STORY 4 2.5 1,835-2,361 $168,745 $71.47 - $91.96

8 MAYFIELD RANCH 3 2.0 1,500 - 1,700 $220,000 $146.67

CROSSINGS 2-STORY 4 2.5 1,500 -1,700 $220,000 $129.41

14 DEERFIELD RANCH 3 15 1,320 $145,400 $110.15
ESTATES 2-STORY 4 2.0 1,320 - 1,500 $165,000 $110.00 - $125.00
RANCH 3 2.0 1,724 - 1,736 $277,500 $159.85 - $160.96

23 RANCH 3 2.0 1,867 $279,000 $149.44
DRAKESHIRE 2-STORY 4 2.5 2,343 - 2,650 $297,000 $112.08 - $126.76

Pricing per square foot for the active production subdivisions range from $71.47
for a 2,361 square foot four-bedroom two-story home at Weston
Hills/Schoolhouse (Map ID 2) to $160.96 for a 1,724 square foot three-bedroom
ranch home at Drakeshire (Map ID 23). The average pricing per square foot in
the market is $124.17 and the median price per square foot is $119.42.

Mayfield Crossings (Map 1.D. 8) is a production subdivision developed by DH
Homes, Incorporated. The developer originally had plans to build spec homes on
all available lots. At the present time, the developer is not actively marketing this
subdivision, and plans to build spec homes are being reevaluated due to present
market conditions. The base pricing and square footage reflected on the table on
page X-4 reflects past pricing. The developer may offer floor plans ranging in
size from 1,300 to 1,500 square feet, with base prices starting in the high
$100,000s.
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The following are summaries of the five active subdivisions located in the City

of Lapeer.

Andrew’s River Estates No. 2 (Map I.D. 1) is an estate lot subdivision
developed by Land Management Group, LLC. This subdivision has sold 14
lots since opening in September 2002. This sales velocity equates to 0.3 lots
sold monthly at an average price of $59,900. Although Andrew’s River
Estates No. 2 is marketed as a production subdivision, lots are sold
individually and can be built on by any builder. A typical lot at this
subdivision is 0.20 acres and has 70 feet of frontage.

Rolling Hills Estates No. 5 (Map 1.D. 2) is the best performing subdivision in
City of Lapeer and Lapeer County, with an average monthly sales absorption
of 0.8 homes. This project, developed by Rolling Hills Investments, was
originally a production subdivision with select builders, but was converted to
an estate lot subdivision due to recent market conditions. Now prospective
buyers can purchase a lot and choose a builder. As of December 2006, there
were six unsold spec homes within this subdivision. The average lot price at
Rolling Hills Estates No. 5 is $42,184. The average lot size is 0.27 acres, and
has 85 feet of frontage.

Golfview Estates (Map I.D. 3) developed by Prodo, Incorporated and Rolling
Hills Investments, has sold 17 out of 41 total lots since opening in December
2002. This equates to 0.3 lots sold monthly, at an average price of $60,750.
A typical lot at Golfview Estates is 0.29 acres and has 80 feet of frontage.
Lots at this subdivision feature golf course views.

Brookwood of Lapeer (Map ID 4) is a production subdivision developed by
Lapeer Oregon Development. Production builders at this subdivision include
Tuscany Development, Praco Builders, Nu-Built Homes, and Biando Homes.
Builders within this subdivision have sold 11 homes as of December 2006,
which translates into a 0.6 monthly absorption rate. In addition, there are 11
spec homes available for sale within this subdivision. Brookwood of Lapeer
offers three-bedroom/2.0-bath ranch and four-bedroom/2.5-bath two-story
floor plans. Base prices range from $209,000 for a 1,600 square foot three-
bedroom ranch to $260,000 for a 2,300 square foot four-bedroom two-story
home. The average lot size is 0.25 acres with 81 feet of frontage. This
subdivision does include an on-site sales office, an unusual feature among
active subdivisions in Lapeer County.
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e The Meadows (Map I.D. 5) is an estate lot subdivision that is being
developed by Rene Bockart. The Meadows is a new subdivision that has not
been officially recorded by the Lapeer County Register of Deeds. Marketing
activity has just begun at this subdivision. As of December 2006, no lots
have sold, and no construction activity has taken place. Lot sizes range from
5.0 acres to 7.87 acres, with an average lot frontage of 200 feet. Lot prices
range from $95,000 to $125,000, with an average lot price of $105,000.

The following table details the distribution of available lots/homes in Lapeer
County based on the average home price within each subdivision. Note that some
lots reflected within this analysis have yet to be built on.

DISTRIBUTION OF UNSOLD LOTS/HOMES
BY HOME VALUES
LAPEER COUNTY, MICHIGAN

DECEMBER 2006
TOTAL
HOME VALUE RANGE NUMBER PERCENT

UNDER $150,000 18 3.6%

$150,000 - $199,999 11 2.2%
$200,000 - $249,999 111 22.2%
$250,000 - $299,999 220 44.1%
$300,000 - $399,999 51 10.2%

$400,000 - $499,999 5 1.0%
$500,000+ 83 16.6%
TOTAL 499 100.0%

There are a total of 499 lots currently available for sale in Lapeer County. The
largest share (44.1%) of available units is at projects with an average sales price
between $250,000 and $299,999. A significant share of available lots (22.2%) is
also within the $200,000 to $249,900 price range. Note that 16.6% of available
lots are within subdivisions with an average home price at or above $500,000.

Performance by School District

A significant factor that can impact single-family housing sales/values is the
local school district. The 24 active subdivisions are located in a total of five
public school districts. These five public school districts are: Lapeer Area
Schools, Imlay City Community Schools, Almont Community Schools, North
Branch Area Schools, and Goodrich Community Schools. Lapeer Community
Schools serves the City of Lapeer, while Imlay City Community Schools serves
Imlay City.
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The Michigan Department of Education tabulates school district performance
under the Michigan Educational Assessment Program (MEAP). MEAP scores
are used to determine how many students met or exceeded Michigan educational
standards in different subject areas. These subject areas are Math, Reading,
Science, Social Studies, and Writing.

The following table compares the performance of each public school district
under the MEAP program for the most recent graduating class (Class of 2006):

% OF STUDENTS THAT MET/EXCEEDED STANDARDS (RANK)
SOCIAL
SCHOOL DISTRICT MATH READING | SCIENCE | STUDIES | WRITING
56.6% 71.6% 56.6% 36.3% 58.0%
LAPEER COMMUNITY @) @) @) 3) @)
66.7% 80.1% 69.2% 53.5% 63.2%
IMLAY CITY COMMUNITY ) ) ) o 3)
54.1% 65.7% 46.8% 26.3% 47.1%
NORTH BRANCH AREA (5) (5) (5) (5) (5)
57.6% 75.4% 65.3% 35.0% 66.1%
ALMONT COMMUNITY 3) 3) 3) @) )
66.9% 83.6% 79.1% 41.1% 77.4%
GOODRICH COMMUNITY 1) 1) Q) ) 1)

Source: MEAP Scores — Michigan Department of Education.

The following scores indicate the percentage of 12" grade students that met or
exceeded Michigan Department of Education standards for each subject listed.
The number in parenthesis below the percentage indicates the subject’s rank in
comparison to all five school districts listed. Overall, the Goodrich Community
Schools ranked the highest of the five schools listed, as this school district ranked
first in four of the five subject listed. However, only one subdivision in our study
is located within the Goodrich Community School District. Note that a majority of
this school district is located in Genesee County. The Lapeer Area School District
had an overall ranking of fourth compared to the five school districts listed, while
the Imlay City Community School District had an overall rating of second.

The following table shows the number of subdivisions within each school district,
as well as total lots, total lots sold, a weighted monthly absorption figure for each
school district, and the average home value.
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LAPEER COUNTY NUMBER OF TOTAL TOTAL MONTHLY AVERAGE
SCHOOL DISTRICTS SUBDIVISIONS LOTS SOLD ABSORPTION* | HOME VALUE
LAPEER COMMUNITY 14 342 113 0.2 $362,867
IMLAY CITY COMMUNITY 3 116 44 0.1 $214,463
NORTH BRANCH AREA 3 39 5 0.4 $179,783
ALMONT COMMUNITY 152 6 0.1 $359,167
GOODRICH COMMUNITY 1 31 17 0.6 $500,000
TOTALS/AVERAGES 24 680 185 0.2 $328,859

*Reflects adjusted weighted averages based on total homes sold per subdivision.

A majority of subdivisions in Lapeer County are located within the Lapeer Area
School District. This school district accounts for 58.3% of the active
subdivisions and 50.3% of the total lots at the active subdivisions within Lapeer
County. Note that the highest weighted absorption rate (0.6) and the highest
average home value ($500,000) is in the Goodrich Community School District.
However, only one of the 24 active subdivisions is within this school district.
Therefore, we do not believe that this one subdivision comprises a representative
sampling of the entire school district, which is primarily located in Genesee
County. Based on this set of preliminary data, average home prices do not appear
to positively correlate with MEAP scores for each school district.

Performance by Average Home Value

Average sales prices at the 24 active subdivisions range from $145,400 to
$700,000, with an average price of $328,859 and a median price of $269,050.
Deerfield Estates (Map 1.D. 14) in Deerfield Township offers the lowest average
sales price ($145,400), while The Highlands at Metamora (Map 1.D. 22) in
Metamora Township offers the highest average sales price ($700,000).

The following table details the adjusted weighted average monthly sales
velocities by price points for the 24 active subdivisions in Lapeer County. Note
that these monthly sales velocities are weighted based on total homes sold per

subdivision.
AVERAGE TOTAL SOLD PERCENT OF MONTHLY
SALE PRICE SUBDIVISIONS HOMES HOMES TOTAL SOLD ABSORPTION~*
UNDER $150,000 1 20 2 10.0% 0.2
$150,000 - $199,999 2 27 16 59.3% 0.3
$200,000 - $249,999 7 178 67 37.6% 0.5
$250,000 - $299,999 4 266 46 17.3% 0.3
$300,000 - $399,999 3 58 7 12.1% 0.1
$400,000 - $499,999 2 11 6 54.5% 0.3
$500,000+ 5 123 40 32.5% 0.4
TOTAL 24 683 184 26.9% 0.2
*Reflects adjusted weighted average based on total homes sold per subdivision.
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The weighted average monthly sales absorptions by average price range from 0.1
($300,000 to $399,999) to 0.5 ($200,000 to $249,999). Note that the below
$150,000 price point only has one subdivision, while the $150,000 to $199,999
and $400,000 to $499,999 price points only have two subdivisions each. As a
result, the lack of a large sample size for these price points may not be a true
barometer for sales potential. Supply is concentrated within the $200,000 to
$299,999 price points. These price points represent 65.0% of total homes and
61.4% of sold homes within Lapeer County. In short, there does not appear to be
a direct correlation between price point and average monthly absorption rate.
Sales activity appears to be slow at all price points within Lapeer County.

Performance by Lot Size/Price

The following table compares the relative performance of active subdivisions in
Lapeer County by lot size:

AVERAGE LOT SIZE | NUMBER OF TOTAL SOLD AVERAGE MONTHLY
(IN ACRES) SUBDIVISIONS LOTS LOTS |HOME PRICE |[ABSORPTION*

LESS THAN 0.3 ACRE 4 204 71 $261,475 0.6
0.30 TO 0.50 ACRE 4 165 21 $342,600 0.5
0.50 TO 1.0 ACRE 4 52 14 $216,406 0.2
1.0TO 2.0 ACRES 5 167 47 $358,348 0.3
2.0 TO 3.0 ACRES 3 65 24 $433,333 0.5
3.0 TO 5.0 ACRES 4 30 7 $362,500 0.5
TOTALS/AVERAGES 24 683 184 $328,859 0.2

*Reflects adjusted weighted averages based on total homes sold per subdivision.

The 24 active subdivisions in Lapeer County feature a wide range of lot sizes.
Average lot sizes within these 24 subdivisions range from 0.20 acres at
Andrew’s River Estates No. 2 (Map I.D. 1) to 5.6 acres at The Meadows (Map
I.D. 5). There is a fairly even distribution of lot sizes among the active
subdivisions in Lapeer County. Half of the active subdivisions have a average lot
size of 1.0 acre or less, while the other half have an average lot size of over 1.0
acre. In addition, seven subdivisions (29.1%) have an average lot size of over 2.0
acres. Regardless of the wide variety of lot sizes at active subdivisions in Lapeer
County, approximately 55.0% of total lots and 50.0% of sold lots are at
subdivisions with average lot sizes of 0.5 acres or less.
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B. DEMAND ANALYSIS

Introduction

This section of the report addresses the market demand for single-family housing
alternatives throughout Lapeer County. There are a variety of factors that impact
the demand for new homes within an area. In particular, area and neighborhood
perceptions, school districts, demographics, mobility patterns, availability of
land, and active builders all play a role in generating new home sales. Support
can be both internal (households moving within the market), and external
(households new to the market). We have analyzed demand factors for existing
and new single-family homes within Lapeer County.

New For-Sale Single-Family Housing

Demand for single-family homes is established by estimating the share of
households in the PMA that are likely to respond to new single-family home
product and the likelihood that a proposed development can capture a share of
this demand. Capture rates for single-family homes are based upon the historic
performance of other, well-developed markets, as well as a projection of the
share that will respond given a choice. To project this share, an analysis of
income levels, tenure characteristics, and other socioeconomic data is conducted.
The following represents a distribution of estimated 2006 income levels or
households within Lapeer County:

INCOME LEVEL ALL HOUSEHOLDS DISTRIBUTION

LESS THAN $30,000 7,344 21.9%
$30,000-$39,999 3,419 10.2%
$40,000-$49,999 3,636 10.8%
$50,000-$74,999 7,743 23.0%
$75,000-$99,999 5,126 15.3%
$100,000 AND OVER 6,332 18.8%
TOTAL 33,600 100.0%

Source: Claritas

For the purpose of this analysis, we conservatively assume that a homebuyer will
be required to make a minimum down payment of $10,000 or 10.0% of the
purchase price to purchase a new home. Further, we assume that a reasonable
down payment will equal approximately 35.0% to 45.0% of a household’s
annual income. Using this methodology, the following represents the potential
purchase price by income level (this analysis also assumes a fixed rate of 6.5%
financed over a period of 30 years):
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MAXIMUM
INCOME LEVEL DOWNPAYMENT PURCHASE PRICE
LESS THAN $30,000 $10,000 UP TO $100,000
$30,000-$39,999 $15,000 $100,000-$140,000
$40,000-$49,999 $20,000 $140,000-$200,000
$50,000-$74,999 $25,000 $200,000-$300,000
$75,000-$99,999 $30,000 $300,000-$400,000
$100,000 AND OVER $35,000 $400,000+

Naturally, there are cases where a household can afford the higher down payment
necessary to purchase a more expensive home, or a household that purchases a
less expensive home, although they could afford a higher purchase price. This
broad analysis provides the basis in which capture factors can be applied to
estimate the potential annual sales of single-family homes within Lapeer County.

Lapeer County Single-Family Housing Demand

Based upon the capture rates established in well-developed single-family
markets, our analysis of single-family home sales within Lapeer County,
demographic characteristics, other available housing choices, interviews with
Realtors, and examination of housing trends, we have applied capture rates to the
distribution of household income.

INCOME QUALIFYING CAPTURE ANNUAL DEMAND
RANGE HOME SALES PRICE HOUSEHOLDS RATE UNITS DISTRIBUTION
$30,000-$39,999 LESS THAN $140,000 3,419 0.01 34 29.3%
$40,000-$49,999 $140,000-$199,900 3,636 0.0075 27 23.4%
$50,000-$74,999 $200,000-$299,900 7,743 0.005 39 33.2%
$75,000-$99,999 $300,000-$400,000 5,126 0.002 10 8.8%
$100,000 + $400,000+ 6,332 0.001 6 5.4%
TOTAL 117 100.0%

*The capture rate is based on a variety of factors including historic condominium/fee simple sales, demographic characteristics, and other

available housing choices.

Note that to achieve maximum levels in various sale price categories requires the
market to offer all price points, locations, and product alternatives. This scenario
is highly unlikely, except in overbuilt markets, and is not the case within Lapeer
County. This analysis provides an indication of where the market has the most
potential.

It should also be noted that annual support levels are generally not cumulative. In
most markets, if there is support for new housing at a particular price point or
concept, and they are not offered in a specific area, households may leave the
area seeking this housing alternative, defer their purchase decision, or seek
another housing alternative.
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The following table compares the total annualized demand by available product:

PRODUCT ANNUAL EXISTING NET ANNUALIZED
AFFORDABILITY DEMAND INVENTORY DEMAND
LESS THAN $140,000 34 0 34
$140,000-$199,999 27 29 -2
$200,000-$299,999 39 331 -292
$300,000-$399,999 10 51 -41
$400,000+ 6 88 -82
TOTAL 117 499 -382

*Includes current inventory at active phases; excludes future planned units and “planned & proposed” units.

The Net Annualized Demand (NAD) over the next 12 months in Lapeer County
is a surplus of 382 lots. We estimate a surplus of housing at price points ranging
from $140,000 to $399,999. The less than $140,000 price point shows a deficit
of 34 homes, while the $140,000 to $199,999 price point shows a surplus of two
homes. It is important to note that these totals reflect annual support potential in
the near term for Lapeer County.

Note that the for-sale housing market is experiencing a downturn in many parts
of the United States, including Lapeer County. Within Lapeer County, a total of
39 lots sold at the 24 active subdivisions surveyed in 2006. This reflects an
average monthly absorption rate of 3.3 sales for all 24 active subdivisions. In
2005, a total of 65 lots sold, reflecting an average monthly absorption rate of 5.4
sales. Note that the 2006 average absorption rate is lower than the 2005 rate, and
is clearly reflective of the downturn in the for-sale single-family housing market
in Lapeer County. Under the estimated annual demand of 117 lots sold per year,
it would take over four years to absorb the existing supply of 499 lots within
Lapeer County.

City of Lapeer Single-Family Housing Demand

INCOME QUALIFYING CAPTURE ANNUAL DEMAND
RANGE HOME SALES PRICE HOUSEHOLDS RATE UNITS DISTRIBUTION
$30,000-$39,999 LESS THAN $140,000 483 0.04 19 35.1%
$40,000-$49,999 $140,000-$199,900 456 0.03 14 24.8%
$50,000-$74,999 $200,000-$299,900 778 0.02 16 28.2%
$75,000-$99,999 $300,000-$400,000 280 0.01 4 7.6%
$100,000 + $400,000+ 234 0.005 2 4.2%
TOTAL 55 100.0%

*The capture rate is based on a variety of factors including historic condominium/fee simple sales, demographic characteristics, and other

available housing choices.
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The following table compares the total annualized demand by available product:

PRODUCT ANNUAL EXISTING NET ANNUALIZED
AFFORDABILITY DEMAND INVENTORY DEMAND
LESS THAN $140,000 19 0 19
$140,000-$199,999 14 0 14
$200,000-$299,999 16 133 -117
$300,000-$399,999 4 12 -8
$400,000+ 2 0 2
TOTAL 55 145 -90

*Includes current inventory at active phases; excludes future planned units and “planned & proposed” units.

In the City of Lapeer, the Net Annualized Demand (NAD) over the next 12
months is a surplus of 90 lots. We estimate a deficit of housing at the under
$200,000 price point, while a surplus of housing is estimated at the $200,000 to
$299,999 price point. The less than $140,000 price point shows a deficit of 19
homes, while the $140,000 to $199,999 price point shows a surplus of 14 homes.
It is important to note that these totals reflect annual support potential in the City
of Lapeer. Within the City of Lapeer, a total of 11 lots sold at the four active
subdivisions surveyed in 2006. A fifth active subdivision surveyed (The
Meadows) had recently opened, and had not sold any lots as of December 2006.

Imlay City Single-Family Housing Demand

INCOME QUALIFYING CAPTURE ANNUAL DEMAND
RANGE HOME SALES PRICE HOUSEHOLDS RATE UNITS DISTRIBUTION
$30,000-$39,999 LESS THAN $140,000 194 0.04 8 38.5%
$40,000-$49,999 $140,000-$199,900 190 0.03 6 28.3%
$50,000-$74,999 $200,000-$299,900 222 0.02 4 22.0%
$75,000-$99,999 $300,000-$400,000 79 0.015 1 5.9%
$100,000 + $400,000+ 107 0.01 1 5.3%
TOTAL 20 100.0%

*The capture rate is based on a variety of factors including historic condominium/fee simple sales, demographic characteristics, and other

available housing choices.
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The following table compares the total annualized demand by available product:

PRODUCT ANNUAL EXISTING NET ANNUALIZED
AFFORDABILITY DEMAND INVENTORY DEMAND
LESS THAN $140,000 8 0 8
$140,000-$199,999 6 5 1
$200,000-$299,999 4 47 -43
$300,000-$399,999 1 0 1
$400,000+ 1 0 1
TOTAL 20 52 -32

*Includes current inventory at active phases; excludes future planned units and “planned & proposed” units.

In Imlay City, the Net Annualized Demand (NAD) over the next 12 months is a
surplus of 32 lots. We estimate a deficit of housing at the under $200,000 price
point, while a surplus of housing is estimated at the $200,000 to $299,999 price
point. The less than $200,000 price point shows a deficit of nine homes.
Conversely, the $200,000 to $299,999 price point shows a surplus of 43 homes.
It is important to note that these totals reflect annual support potential in Imlay
City. A total of five lots sold at the two active subdivisions surveyed in 2006.

. CONCLUSIONS

As indicated in the Demand section of this report, Lapeer County has more than
four years of available inventory (lots), taking into consideration current demand
levels (2007). However, note that most of the active subdivisions in Lapeer
County are estate lot subdivisions. Therefore, there is not a large supply of
available new homes on the market, as would be the case if Lapeer County has a
large number of production subdivisions. For the most part, there does not
appear to be a direct correlation between price point and monthly absorption rate,
as none of the active subdivisions in Lapeer County have a monthly absorption
rate that is greater than 0.8 lots per month. This absorption reflects a very slow
sales market for new single-family housing.

Based on our Demand Analysis, it appears that Lapeer County could offer more
new entry-level housing choices ($200,000 and below). However, these entry-
level housing choices are more commonly found in production subdivisions. Of
the 24 active subdivisions in Lapeer County, only five feature production
builders. Developers at two of these subdivisions have allowed buyers to
purchase a lot separately, and find their own builder. Essentially, these
subdivisions have converted to estate lot subdivisions due to market conditions.
At another production subdivision, the developer is not actively marketing new
homes, and plans to build spec homes are being reevaluated due to present
market conditions.

vogt

X-14

bowen




Considering the lack of new housing choices under $200,000, there is future
potential to develop single-family housing at this price point, provided that
present market conditions improve. At present demand levels, we estimate that
Lapeer County has demand for 61 homes priced below $200,000. Note that a
capture rate for 61 homes in this price range, considering the 7,055 households
earning between $30,000 and $50,000, is only 0.9%. This low capture rate
demonstrates that, given robust market conditions, a market can exist for entry
level housing ($200,000 and below) in Lapeer County.

Due to the large inventory of lots at active subdivisions with an average sales
price of $300,000, as well as the current state of the economy in Southeast
Michigan, we do not recommended that any new “high-end” subdivisions be
developed in the near term. Again, this is based on current levels of demand. If
the local economy improves, and some of the excess inventory is absorbed in
these high-end subdivisions, there may be future demand for new high-end
subdivisions in Lapeer County.

Another option for single-family housing is infill development in established
neighborhoods within the City of Lapeer and Imlay City. While our study only
focused on newer subdivisions recorded since 2000, infill development in
established neighborhood could also be a less expensive way to develop new
housing. Lapeer Neighborhoods Incorporated (LNI) is an organization operated
by the City of Lapeer. The duties of LINI include the “Purchase (of) non-
conforming structures in the City, as well as “rehabilitate or demolish and
construct new quality in-fill homes with the Lapeer Educational Technical
Center’s Building Trades Class”. In neighborhoods with older housing stock, the
underlying land values may be less, which would allow for a more affordable
home to be developed. In addition, the use of organizations such as a vocational
building trades class also keeps the cost of labor down, which would also be
reflected in the overall price of the home.
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