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Smith Marion & Co. - Certified Public Accountants
Redlands Office - 1940 Orange Tree Lane, Suite 100 - Redlands, CA 92374 - (909) 307-2323

Independent Auditors' Report

The Governing Body of
Greenwood Terrace, LLC

Report on the Financial Statements

We have audited the accompanying financial statements of Greenwood Terrace, LLC (Agency) which comprise the
balance sheets as of December 31, 2019, and the related statement of operations, changes in owners’ equity, and cash
flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of the financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our audits in
accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the Agency’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Agency’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

www,.SMCoCPA.com
Brentwood, TN « Lake Arrowhead, CA + Redlands, CA
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position

of the Agency as of December 31, 2019, and the results of their operations and their cash flows for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

T Mﬁ' T?Qn. N 4 %3;

February 20, 2020
Redlands, CA



Greenwood Terrace, LLC
Balance Sheet
December 31, 2019

Assets

Current assets:

Cash and cash equivalents - operations S 217,276
Tenant receivables (net of allowances) 13,982
Other receivables 1,223

Total current assets 232,481

Restricted deposits:

Tenant deposits held in trust 10,630
Family self-sufficiency escrow deposits 20,311
Operating reserve 423,342
Replacement reserve 472,004

Total restricted deposits 926,287

Property and equipment, at cost:

Buildings 5,786,866
Site-work 98,546
Rehabilitation 18,601
Total Acquisition costs 5,904,013

Less: Accumulated depreciation (1,798,946)
Property and equipment (net) 4,105,067

Intangible assets:

Start-up costs 84,444

Less: accumulated amortization (54,787)
Intangible assets (net) 29,657

Total Assets S 5,293,492

See acompanying notes. 3



Greenwood Terrace, LLC
Balance Sheet
December 31, 2019

Liabilities and Owners' Equity

Current liabilities:

Accounts payable - operations S 1,682

Accrued wages payable 2,289

Accrued vacation payable (short term) 371

Miscellaneous current liabilities 7,310

Prepaid rent 2,539

Total current liabilities 14,191

Tenant deposits held in trust (contra) 10,630

Family self-sufficiency escrow deposits (contra) 20,311
Long-term liabilities

Other due to related party 12,112

Accrued vacation payable (net of short term) 1,113

Mortgage payable 1,936,253

Accrued interest on mortgage 1,477,261

Total long-term liabilities 3,426,739

Total liabilities 3,471,871

Total owners' equity 1,821,621

Total Liabilities and Owners' Equity S 5,293,492

See acompanying notes. 4



Greenwood Terrace, LLC
Statement of Operations
Year Ended December 31, 2019

Income

Rental income
Less: Vacancy loss

Rental income (net)

Operating subsidy
Interest income
Other

Total income

Expenses

General and administrative
Property management fee
Asset management fee

Bad debt expense

Payroll and benefits
Utilities

Payments in lieu of taxes
Property insurance

Repairs and maintenance

Legal and other professional fees

Interest expense

Total expenses

Income (loss) from operations before
depreciation and amortization

Depreciation
Amortization

Net income (loss)

See acompanying notes.

S 340,651
(2,845)
337,806

385,594
14,948
27,771

766,119

11,811
45,975
7,129
9,346
136,663
234,301
5,930
41,099
69,622
10,364
123,380
695,620

70,499

(151,706)
(4,817)

$ (86,024)




Greenwood Terrace, LLC

Statement of Owners' Equity

Total
Managing Special Investor Owners'
Member Member Member Equity
Balance at December 31,2018 S (130) S (5) S 1,907,780 S 1,907,645
Net income (loss) (9) - (86,015) (86,024)
Balance at December 31, 2019 S (139) S (5) $ 1,821,765 $ 1,821,621

See acompanying notes. 6



Greenwood Terrace, LLC
Statement of Cash Flows
Year Ended December 31, 2019

Cash flows from operating activities:

Net income (loss) S (86,024)
Adjustments to reconcile net loss to net cash from operating activities:
Non-cash items:
Depreciation 151,706
Amortization 4,817
Accrued interest 123,384
Changes in operating accounts:
Receivables (2,517)
Accounts payable - operating (10,549)
Deposits held in trust 7,701
Accrued wages payable (710)
Accrued vacation payable (2,448)
Miscellaneous current liabilities (9,477)
Prepaid rent 281
Net cash provided (used) by operating activities 176,164
Cash flows from investing activities:
None -
Net cash provided (used) by investing activities -
Cash flows from financing activities:
None -
Net cash provided (used) by financing activities -
Netincrease (decrease) in cash and equivalents 176,164
Beginning cash and cash equivalents 967,399
Ending cash and cash equivalents S 1,143,563
Cash and cash equivalents - operations S 217,276
Tenant deposits held in trust 10,630
Family self-sufficiency escrow deposits 20,311
Operating reserve 423,342
Replacement reserve 472,004
Total cash and cash equivalents S 1,143,563

See acompanying notes. 7




Greenwood Terrace, LLC
Notes to Financial Statements
December 31, 2019

Note 1 - Summary of Significant Accounting Policies
Introduction

Greenwood Terrace, LLC (the “Agency”) was formed under the laws of the State of Tennessee to acquire, own, develop,
lease and operate Greenwood Terrace (the “Property”) located in Chattanooga, Tennessee. The Property consists of a
98-unit multifamily apartment complex developed and operated under the federal low-income housing tax credit
program as provided for in Section 42 of the Internal Revenue Code (“Section 42”).

The Agency is owned 99.99% by the investor member, Apollo Tax Credit Fund — 57 Limited Partnership (the “Investor
Member”), 0.001% by the special member, Apollo Housing Manager Il, Inc. (the “Special Member”), collectively, the
“Investor Members”, and 0.009% by the managing member, GWT — MM, Inc. (the “Managing Member”).

Pursuant to the Amended and Restated Operating Agreement, dated June 21, 2007 (the “Operating Agreement”),
profits and losses are generally allocated to the members based on their respective ownership percentages. Under the
terms of the Operating Agreement, the Managing Member is required to provide equity contributions totaling $100
and the Investor Members are required to provide equity contributions totaling $4,474,807. The total equity
contributions required pursuant to the Operating Agreement are subject to adjustment based on the amount of low-
income housing tax credits allocated to the Agency. As of December 31, 2019, the Investor Members and the Managing
Member had provided their total required equity contributions.

Financial Statement Accounts and Other Accounting Matters

Basis of accounting

The Agency's policy is to prepare its financial statements on the accrual basis of accounting and in accordance with U.S.
generally accepted accounting principles.

Estimates

The preparation of financial statements, in conformity with U.S. generally accepted accounting principles, requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of financial statements, and the reported amounts of revenues

and expenses during the reporting period. Actual results could differ from those estimates.

Cash and cash equivalents

For purposes of the statement of cash flows, cash equivalents include time deposits and all highly liquid debt
instruments.

Property and equipment

Property and equipment are recorded at cost when purchased or appraised value if donated. Depreciation is computed
on a straight-line basis over the estimated useful lives of the assets, which range from 5 to 40 years. Maintenance,
repairs, and renewals that do not involve any substantial betterments are charged to expense when incurred.
Expenditures that increase the useful life of the property are capitalized.



Greenwood Terrace, LLC
Notes to Financial Statements
December 31, 2019

Capitalization

Management has established the threshold for capitalization of property and equipment for expenditures exceeding
$5,000.

Security deposits held in trust

In accordance with the Regulatory Agreement with HUD, the Agency is required to maintain a tenant security deposit
trust account. The amount must at all times be equal to or exceed the aggregate of all outstanding obligations to
tenants for refundable security deposits. The tenant security deposits fund consists of cash.

Concentration of credit risk

The Agency maintains its cash in bank deposit accounts which, at times, may exceed federally insured limits. The
Agency has not experienced any losses in such accounts. The Agency believes it is not exposed to any significant credit
risk on cash and cash equivalents.

Impairments

Current accounting standards requires that long-lived assets and certain identifiable intangibles held and used by an
Agency be reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of
an asset may not be recoverable. Itis the Agency’s policy to review long-lived assets for impairment at least annually
or when events or circumstance indicate there is a possible impairment. No impairments related to long-lived assets
were recognized in 2019.

Rental income and tenant receivables

Rental income is recognized as rents become due. Rental payments received in advance are deferred until earned. All
tenant leases are operating leases. Allowance for losses on tenant receivables as of December 31, 2019 was $2,724.

Income taxes
No provision is included in these statements for income taxes since the Agency operates as a limited liability company

and has elected to be taxed as a partnership. Accordingly, each member is responsible for his or her respective share of
the Agency's net income (loss) for the year.

Component unit

The Agency is considered a component unit of the Chattanooga Housing Authority (CHA). As a component unit of the
Housing Authority, the financial activity of the Agency is also reported in the financial statements of the Housing
Authority. The Housing Authority manages the daily operations of the organization. The Agency has no employees;
however, the staff of the Housing Authority allocate part of their salary and benefit expenses to the Agency.

Subsequent event

We have evaluated subsequent events through February 20, 2020, the date the financial statements were available to
be issued.



Greenwood Terrace, LLC
Notes to Financial Statements
December 31, 2019

Note 2 — Reserve Deposits

Activity for reserve deposits that are restricted for operating deficit reserve and replacement reserve are as follows:

Deposits/
01/01/19 Interest Uses 12/31/19
Operating deficit reserve S 416,371 $ 6,971 S - S 423,342
Replacement reserve S 420,149 S 51,855 S - S 472,004

Operating deficit reserve

The regulatory and operating agreement requires the Agency to establish an operating deficit reserve equal to
$399,876. The Agency is required to maintain a minimum balance of $399,876. Funds in the operating deficit reserve
may be used to pay operating deficits.

Replacement reserve

The regulatory and operating agreement requires funding of a replacement reserve based on an annual amount equal
to $325 per unit. Following the year of completion, the contribution amount is required to increase at an annual rate of
3%. Use of these funds is restricted to renovation, replacement and/or special maintenance of the Property.

Note 3 - Related Party Transactions

Sponsor loan

Chattanooga Housing Authority provided the Agency with a permanent loan in the amount of $1,936,253. The loan
bears interest at the greater of 6% or the applicable federal rate, compounded annually. The loan is secured by the
Property. No repayments are required until maturity, September 8, 2048. As of December 31, 2019, the mortgage
payable balance was $1,936,253 and accrued interest was $1,477,261.

Property management fee

CHA manages the Property pursuant to the property management agreement, dated March 1, 2007 (the “Management
Agreement”). The Management Agreement provides for a management fee of 6% of annual gross revenues of the
Property.

For the year ended December 31, 2019, a property management fee of $45,975 was earned and is reflected on the
accompanying statement of operations.

Asset management fee

Pursuant to the Operating Agreement, the Agency pays an annual asset management fee in an amount equal to
$5,000, increased annually by three percent, to the Investor Member. For the year ended December 31, 2019, $7,129
was earned and is reflected on the accompanying statement of operations.
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Greenwood Terrace, LLC
Notes to Financial Statements
December 31, 2019

Ground lease
The Agency entered into a ground lease agreement with the Chattanooga Housing Authority on March 1, 2007. The
lease requires annual payments of $1 for a period of 99 years. The Agency is required to use and operate the Property

to construct, develop and lease public housing apartments.

Operating subsidy

Pursuant to the regulatory and operating agreement entered with CHA, 98 units of the Property are eligible to receive
public housing operating funds assistance equal to the excess of the project expense level over the actual rent paid by
tenants occupying ACC-assisted units, as defined, plus the utility expense level, plus the payment in lieu of taxes with
respect to the ACC-assisted units payable by the owner. Total operating subsidy income is limited to the extent of net
cash flow from operations. Any surplus cash resulting from the operating subsidy is repaid to Chattanooga Housing
Authority.

For the year ended December 31, 2019, subsidy income totaled $385,594 and is reflected on the accompanying
statement of operations.

Due to related party

The Agency owes CHA for expenses paid on the Agency’s behalf. As of December 31, 2019, the balance was $12,112
and is reflected on the accompanying balance sheet as due to related party. This liability bears no interest and is
payable from available cash flow.

Note 4 - Low-Income Housing Tax Credits

The Agency expects to generate an aggregate of $4,707,000 of low-income housing tax credits (“Tax Credits”).
Generally, such Tax Credits become available for use by its members pro-rata over a ten-year period, which began in
2007. The year in which the credit period begins is determined on a building-by-building basis within the Agency. In
order to qualify for these credits, the Property must comply with various federal and state requirements. These
requirements include, but are not limited to, renting to low-income tenants at rental rates which do not exceed
specified percentages of area median gross income for the first 15 years of operation.

The Agency has also agreed to maintain and operate the Property as low-income housing for an additional 15 years
beyond the initial 15-year compliance period. Because the Tax Credits are subject to compliance with certain
requirements, there can be no assurance that the aggregate amount of Tax Credits will be realized and failure to meet
all such requirements or to correct noncompliance within a specified time period may result in generating a lesser
amount of Tax Credits than expected in future years and/or recapture of Tax Credits previously allocated. A reduction
of future credits or recapture would require credit deficit payments to the Investor Member under the terms of the
Operating Agreement.

As of December 31, 2019, the Agency has allocated all Tax Credits amounting to $4,707,000.
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Greenwood Terrace, LLC
Notes to Financial Statements
December 31, 2019

Note 5 - Current Vulnerability Due to Certain Concentrations

The Agency’s operations are concentrated in the multifamily real estate market. In addition, the Agency operatesina
heavily regulated environment. The operations of the Agency are subject to the administrative directives, rules, and
regulations of federal, state, and local regulatory agencies, including, but not limited to, HUD. Such administrative
directives, rules, and regulations are subject to change by an Act of Congress or an administrative change mandated by
HUD. Such changes may occur with little notice or inadequate funding to pay for the related cost, including additional
administrative burden, to comply with a change.
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