SEGUIN PUBLIC

FACILITY CORPORATION

LILY SPRINGS APARTMENTS

e

e v 1AV 1 RSN B R R EEECE

. e T G e BEs el

———=L  James P. Plummer : R R Ll ettt S il et
- Partner = =

== Bracewell

September 6, 2022

© 2022 Bracewell LLP



PFC Purpose

« Vaguero has proposed the construction of a 288 unit apartment project with an
estimated cost of $58,071,814

 Principal purpose of PFC is to own the Project and lease it to the development
partnership

 |nsulates the City from any liability

 Allows for property to be tax exempt if 50% of units leased to people at or
below 80% of median income ($66,320)
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Developer Rights and Responsibility

Developer will assume all financial risks

Developer will bring proprietary capital stack to Project

They will guaranty construction completion, costs and operations
They will set rent, budgets and policies

They will manage day-to-day operations
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Benefits

* Provides Workforce Housing
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10% at 60%
40% at 80%

Adjusted for family size and bedroom size

Rents capped
* Income
— 1 person
— 2 people
— 3 people
— 4 people

* Rent
— Efficiency
— 1 Bedroom
— 2 Bedroom
— 3 Bedroom

80%
$46,480
$53,120
$59,760
$66,320

80%
$1,162
$1,245
$1,494
$1,725

60%
$34,860
$39,840
$44,820
$49,740

60%
$871
$933
$1,120
$1,293



Benefits (continued)

 Enables Class A apartments
— Current comparable rents don’t allow financing for Class A project

— Project would have a gap without PFC
— With tax exemption, you can finance Class A

 Allows for input into:
— Location
— Design
— Tenant selection criteria

* Provides housing for business recruitment
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Risks

* |f Project not successful:
— Seguin PFC won’t make projected profits but will have no investment
— Seguin PFC may be removed upon foreclosure and lose control, but then they pay taxes

— Seguin PFC may get sued and have to defend even though it should have no liability; will
have insurance and indemnity
— Because Seguin PFC is a political body, it could have people show up at Council meetings

BRACEWELL



Term Sheet

« The Term Sheet addresses the terms for the development and financing of the project. It is not legally
binding on either party however the parties agree that the definitive documents will reflect these terms. A
summary of selected provisions follows.

- Lease
+ The PFC will own the Project and enter into a 75-year lease between the PFC and a Vaquero-affiliated tenant (the “Tenant”)

* The rent will consist of (1) prepaid rent in an amount equivalent to the cost of the land; (2) $25,000 per year administrative rent, adjusted annually for
CPI beginning in the second year; (3) “Net Cash Flow Rent”; and (4) “Capital Event Rent”

- Net Cash Flow Rent

* Beginning in the fourth year, the greater of the twenty-five percent (25%) of (i) Annual Tax Savings, or (ii) Available Cash

» If insufficient cash flow, accrues to first sale

- Structuring Fee

* The PFC will receive a fee equal to $500,000 at closing
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Term Sheet (continued)

- Capital Event Rent

» For the initial capital event, 15% of the balance of proceeds (after repayment of loans, preferred return and capital contributions of equity partners)

» Likely to occur in year 4
» For subsequent capital events, 2% of the gross sales price
— Affordability
+ Tenant will set aside or rent 50% of the total units to tenants earning less than 80% of the area median income (“AMI”)
+ Shall include 10% of the total units to tenants earning less than 60% of AMI
— Management

* Vaquero will designate the property manager for the Project

» Subject to the PFC’s approval

+ The management fee will equal 3.0% multiplied by the effective gross income of the Project, but in no event less than $8,500.00 per month

BRACEWELL



Term Sheet (continued)

— Project Financing

» Vaquero will obtain a senior loan from a senior lender to the Tenant to be secured by a first-lien deed of trust on the Tenant’s leasehold interest in the
Project, and a lien on the PFC’s fee interest in the Project

» Vaquero will also obtain one or more equity partners

* The partners will receive an 8% preferred return
— Tax Exemption

» The PFC shall be responsible for obtaining a 100% property tax exemption for the Project and Lease
— Construction

» The Project must be built and maintained as a Class A apartment project
* Needs assessment upon sale or every 7 years
» To obtain a sales tax exemption for the Project, the PFC will either serve as the general contractor or as a joint-venturer in the general contractor

« Tenant will pay the PFC 25% of the sales tax savings on all construction materials
- Developer Fee
» Vaquero will receive a developer fee in an amount not to exceed 5% of the total development costs of the Project

- Guaranties

The PFC will not be required to provide any financial guaranties or investment with respect to the financing or construction of the Project
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Sequin - Structure

$

Purchase of Land

All dollar amounts and percentages are
based upon the most current pro forma
and are subject to change before the
closing.

— — —— —

REQUIRES CONSTRUCTION I

OF PROJECT
I CONTROLS DESIGN I
A QUALITY
| e — —
75 YEAR LEASE I
» Prepaid Rent at Closing: $ [land].
» Tenant agrees at its expense to construct the I
Improvements, which will be owned by Landlord.
» Landlord will provide joinder/ subordination to 15t lien I
financing.
> $500,000 Structuring Fee |
» Rent 25% tax savings
» 15% share of sale proceeds after pay debt and equity I

A Special Purpose Entity [SPE]




Seguin — Structure

Purchase of Land "

$

SEGUIN PUBLIC FACILITY CORPORATION (“PFC™)
a Texas public facility corporation

All dollar amounts and percentages are
based upon the most current pro forma and
are subject to change before the closing.

:_MASTER SUB-CONTRACT

General Partner* \
Seguin GP LLC
a Texas limited

1
1
~ _ | = 3% Contingency and 5% 1
r I— — e — J- —— — — T "N Contractor's Fee (either 1
DEVELOPMENT AGREEMENT I | : fixed price or G-max :
» Requires construction of | : | contract ... TBD) |
project . TTTTTT T sSTTTTTT
I # Controls design quality I 1 e
I —_——————— 1 s
|
I I :
75 YEAR LEASE I | Vaquero Contractors LLC
+ Prepaid Rent at Closing: $ [land]. I oo - -, (Contractor)
= Tenant agrees at its expense to construct the | GENERAL 1
Improvements, which will be owned by Landlord. I | CONTRACT : ~
= Landlord will provide joinder/ subordination to 15t lien I | » PFC as i S
financing. | : general I
» $500,000 Structuring Fee I ontractor | G t
= Rent - 25% of tax savings I ——==r-=-1 uarantor
# 15% Share of sale proceeds after paying debt to equity | r"
i
| \lf | ! LOAN
Seguin Apartments Ltd. 5

a Texas limited partnership

Tenant

A Special Purpose Entity [SPE]

liability company
(Sole General Partner

with no economic
interest in the limited

\ partnership)

*Pursuant to Section 153.251(d)
of the Texas Business
Organizations Code, “a person
may be admitted as a general
partner, including as the sole
general partner, without
acquinng ay partnership interest
in the limited partnership.

Vaquero Seguin Investments LLC
a Texas limited liability company

Crwmership: 10%
Cap. Contribution: $1,953,854

1%t Lien in Leasehold Interest
(upon foreclosure Rent remains
but abated for 5 years)

1%t Lien in Fee with
joinder/subordination by
Landlord

Vaquero Management LLC
4% Fee




