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Borrower:
Address:

Taxpayer ID:
Guarantor{s}:
New/Renewal:
Amount Requested:
Purpose of Credit:
Pricing:

Collateral:

Loan to Value:
Terms of Repayment:
Repayment Source:
Customer Since:
Proposed Exposure:
Existing Debt:
Related Debt:
Deposit Relationship:
Credit Grade:

Previcus Grade and Date:

Policy Exceptions:

NEIGHBORHOOD COMMUNITY BANK

LOAN REQUEST & SUMMARY
November 2005
Southem Lumber II, LLC

829 Fairways Court, Suite 301, Stockbridge, !Isa_ 30281

200435628
Jeffrey Grant and Southem Lumber, Inc.
New

$3,805,136

Purchase of 41.88 acres and to develop 93 residential ots

P+0.50% wi floor of rate at closing/0.50% fee

12 DSD on land and all improvements. NCB
cost.

90% of discounted cash flow/75% LTV

iCD for 10% of the project

12 mos. w! interest monthly.

Sale of lots — all are under contract for $50m ﬁer lot.

2004 thru West Panola, LLC

$2,600,000 ($1,308,000 wilt be sold)

$0

$2,200,000 participation to West Panota, LLC
To be opened

4 - Adequate

NA

Entity less than 3 years old

Page 2 of 7

Next Loan Review Date: 10-2008 ;
Approving Officer Lending Authority Date:
G. Michael chcF ",H&.'.‘."t x"& $250,000 ~ N
Jerry R. Stapleton ~= M NI e ] $250,000,/ 03200 =
Allan C. Payton . f/ﬂ", /7D $250,008 L 7
Loan Committes Approvai: g
WalkerM ¥

Joe g,‘ C‘)zam Jr.

Opber”

Cred%nt'liyistration
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B imsey 1 James S. Mottola
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SECTION ll: EXECUTIVE SUMMARY! LOAN REQUEST
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13

SUMMARY OF PROPOSED CREDIT:
»  Provide funds to acquire 41.88 acres in Hampion, Ga., Henry County and develop into 93 resldenhd lots
«  Subject will pledge a NCB CD in the amount of at least $390,500 (10% of the total project cost) as eqmty into the deal.
= Total project costs are $3.9mm which includes $2mm for the land, $1.655mm for development costs, A iand $250m for interest carry.
-

of contract is in file. Wachovia Bank has indicated that at present, they have the capabifities ta fund he purchase.

BANKING RELATIONSHIP:

= FirstCity Bank
« NCBis a participant in a loan to another LLC owned by Grant, West Pancla, LLC

All lts are under contract by Legacy Communities {Steve Been} and will be ail soid at one time. Purchase price is $50m per lot or $4.65mm. Copy

¢ Total debt fo West Pancia is $6.7mm with our portion baing $2.2mm. This is a 234 iol development wﬂh all lots purchased at $10.5mm. This loan is

expected to pay off in 12 quarfer 2006.
BRIEFLY LIST MAJOR DEVELCPMENTS SINCE PREVIOUS REVIEW OR LOAN AFPROVAL:

* None

BRIEFLY LIST ANY LOAN POLICY EXCEPTIONS AND THE JUSTIFICATION:
Company is lass than 3 years okd.
Credit strength is based on guarantor and transaction

|
|

STRENGTHS:

»  Cash equity of 10% in the form of a CD

»  Alllots under contract and 1 takedown

= Developmant experience of Jeff Grant

»  Guarantor strength and liquidity - Grant's lotal liquidity is $2.8mm,
*  Intarest reserve

CONCERNS:
»  Confract falls through

+  Economic uncertainty of rising inlerest rates
=  Management succession

MITIGANTS:
s Marketable lots

«  Owner's development experience
e Guarantor strength

involved with both businesses.

»  Jeff Grant's son-in law currently runs the lumber business and is involved in the development side. Grant‘s son and his CFO are also heavily

i
3
i
i

SUMMARY OF CTHER MAJOR FINDINGS/CONCLUSIONS:
CDi report is clean for both and Southen Lumber Il ang Southem Lumber, Inc. .

10/31/2005
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SECTION Ill: DESCRIPTION OF BUSINESS

In addition to his development companies, he owns Southem Lumber, Inc.
Southern Lumber was incorporated in 1984 and has 43 employees. |
Southem Lumber also provides does weekly fuel wood deliveries for Mead to Alabama which pays approx. $14m per week.

Jeff Grant is an experienced developer and also is in the timber business ‘
i

SECTION IV: MANAGEMENT ANALYSIS i

e Jeff Grant has developed over 80 subdivisions since 198%. i
¢ Grant's son-in-law runs the lumber business. Grant's son and Kevin Johnson, CFO, are involved in tiwe development business.

{
SECTION ¥: COLLATERAL

1
{
¢ 4188 acres lo be developed into 93 residential lots in Henry County 1
= Al lots soid ata price of $50m per lot or $4.65mm |
+  NCB CD for a minimum of $390,500. i
\
\
|

SECTION VI: INDUSTRY AND { OR ANALYSIS

Recent indusiry data extracted form the CDI neport

Local industry trends in recent months are improving aver the las! year and represent no significant concems
|
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=  Strong Resldential Construction Growth-The residential construction sector continues to enjoy roblgsi growth as low interest rates fuel consumer
demand. In a positive sign for continued activity in 2003, housing starts in 2004 grew 5.9 percent, withithe housing starts in February 2005 jumping
15.8 percent compared 1o year-ago. Housing permils, an indicator of fture construction, rose 6 perceft in February. Experts believe thal the
residential construction pace will likely slow somewhat in 2005 due to economic improvement and fisirlg interest rates, but activity will remain at
historically high levels. |

= New Home Sales Continue to Risa - The number of new houses sold in the US continued to rise in May, according to the CB. The approximately
1.3 milfion new homes sold are 4.4 percent higher than in May 2004, and the second-highest total in h story. Industry observers point out that the
median price declined somewhat from April 2005's, though shill higher than May 2004's. Experts agree|that new home sales should continue to
increase at least through summer 2005, and the market shouldn't slow significantly until mortgage rise significantly.

e Metro Study showed in the Atlania area there were 9.2 mos. of housing inventory and in Henry County there were 9.4 mas. of inventory.

10/3172005 Page 3
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SECTION VIl: EXTERNAL FACTORS (e.g. sconomic, regulatory, environmental, compatitive, etc.}
»  Economig; cyciical industry following leading edge trends. Concers would be with the ripple effect of the problems at Delta Airlines and the
expected fise in buiiding materials due to the demands put on by hurricane Katrina, \
= Regulatory; Increasing pressure from local governing bodies on devefopment have lead to a lot shortages.
= Environmental: Buming ban and soil erosion containment continue tn increase direct costs. :
»  Compefition; Strong growth and favorable economic conditions in the greater Metro Atiana area ini recent years contributed to a strong residential
building market with a profiferation of small homebuilders. Any ecanomic stowdown will cause a shakeout of many financially weak buiiders.
» Other: Interest rate sensitivity both ffom the builder's perspective and buyer dramatically influence the saie of homes.
|

SECTION VIH: FINANGIAL ANALYSIS |
|
t

FINANCIAL STATEMENT DATA
ENTITY NAME FIS DATE PERIOL PREPARER SCOPEIOPINION IF QUALFIED, REASONS
Southern Lumber Il | 12-31-04 12 mes Hartley, Helms Tax Retum
Southem Lumber |  12-31-04 12 mos Compiled !
Jeff Grant 8-05 12 mos Self PFS |
Jeff Grant 12-31-04 12 mos Hartley Helms Tax
FINANCIAL STATEMENT ANALYSIS:
FACTOR COMMENTS [ JUSTIFICATION
LIQUIDITY e So. Lumber Il showed cash of $1m at 12-31-04 i
e Jeff Grant shows fiquidity of $2.8mm f
PROFITABILITY »  So. Lumber if showed a profit of $117m at 12-31-04. _
i
LEVERAGE = Subject shows total liabilities of $6.2mm and a deficit net worth ofi3628m. The $6.2mm is refated to a 300 lot

devefapment in Dekalb County next to the Gwinnett County line. [Tne development has not yet started and
will be done in 2 phases. Grant has three offers with the minimum of $52m per lot.
|
DEBT SERVICE s Interest camy in development costs of $250m. i
+  Assuming average outstandings of $3mm, interest expense at the present rate will be $217m.
s  Ifrales were to increase by 200 bp over the next 12 months interast expense would rise to $278m. Grant's
excess cash flow of $568m could easily cover any expense over $250m.

|
SECTION IX: GUARANTOR FINANCLAL ANALYSIS: \
|

Name Statersent Date | Liquid Assats [D00'} | Towl Assets [000's} | Total Liabilties [D00's] Net Worth [000's Annual Income [000's)
Je#f Grant B8/05 2,800 16,898 985 ! 15,913 70

¢ Jeff Grant's PFS reflected a net worth of $15.9mm centered in cash of $1.96mm, mkt. sec. of $840m, residence of $450m, $8mm in business
ownerships, and real estate of $5.4mm. Liabilities consist of $985m in mortgages. 2004 AG! was 560m. Cash flow for 2004 was $1mm due to
distributions from West Panola and So. Lumber IL.

«  Monihly obligations amount te $4,146 or $50m for the year. $1mm less laxes of $18m, debts of $50m; and living expenses of $412m (40%) leaves
an excess of §$568m. 1t should be noted that there are auto loans on his CBi that are all company related.

«  CBlscore s 644. Score is lower than normal because of tax fiens all prior io 2002 that have been rslelased.
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Southern Lumber, inc.’s Financial Statement Summary {in 000's)

Statement Type Tax Retum Tax Return | Tax Retumn Balance Sheet
Statement Date 12-31-02 12-31-03 | 12-31-04 4-15-05
Liquid or Currant 5 144 15 630
Total Assets 1425 1,055 | 3480 8097
Total Liabilities 1,510 1,153 4,278 2708

Net Warth {85) (98) (818) 5,389
Gross Sales 321 1,098 4,234

Net Profit or Loss {49) {11) (708)*

= Southern Lumber, Inc. showed a loss of $708m at 12-31-04 after depreciation of $3mm. Cash flow of $2.3mm coverad CPLTD of $1.5mm.
*  Networth at 4-15-05 is comprised of cash and CD's of $630m, land free and clear of $700m, and equity in machinery and equipment,

SECTION X: LOAN RATING |

RISK RATING
TRANSACTION GRADE i TRANSACTION RATING

BORROWER RELATIONSHIP RATING
4

Customer: Southem Lumber Il, LLC
Date of Worksheet: 10/28/2005 :
Basic Factors: Override Factors:
Finance 24 Size 1)
Maragement 18 Maturity 0
Describe
Industry* 12 Collateral al:
Describe
Trends 6 Guarantors Q]
i1 Describe
Regard™ 4 Other U Invastment RIE
TOTAL i
Source of Income™™* 10 OVERRIDE 1
TOTAL: Divided By 21 = = initial Score
INITIAL SCORE: 3.10 + Override Factors = Scorel & Grade :a

|
1.00 to 2.00 = Risk Rating #1 3.51 to 4.50 = Risk Rating #4
2.01 to 2.75 = Risk Rating #2 4.51 1o 4,99 = Risk Rating #5
2.76 to 3.50 = Risk Rating #3 >5.00= Risk Rating 'F

10/317200% Page 5
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SECTION XI: LOAN PRICING

Loan Pricing Analysis

Lender's Recommended Rate: ; P+0.50%
Target Spread over Cost of Funds or Prime 1% over target fior risk rating grade 4
Qver / (Under} Target Rate from Lender's Rate: Pricing adequate based on madels below

Loan [dentifier: Southemn Lumber It, LLC
toan Amount: $3,806,000
Loan Type: Construction
Risk Weighting: A Adequate
Term ({in months): 12
Expected Average Life {in months): 12
I Target Target
Proposed Variable Fixed
Variable Rate Rate(2) Rate(3)
Note Rate 7.250% 6.625% 7.625%
Annual Net Fee Effect (1) 0.487% 0.487% 0.487%
Total Loan Yield A 1.737% 7.112% 8.112%

SECTION XIi. RECOMMENDED ACTION
A RELATIONSHIP COMPETITIVE FACTORS: ,

«  Customer has had offers for this deal at the same pricing.

B. BAS!S FOR RECOMMENDED PROPOSAL: i

s Experience in the development of residential lots
s Guarantor strength and liquidity of $2.8mm
= Lots all soid in one takedown

|
SECTION XN; CHECKLIST OF INFORMATION ATTACHED OR AVAILABLE
\

SPREADSHEETS DUNN & 8RADSTREET REPORT

OTHER FINANCIAL STATEMENTS PERSONAL FINANCIAL STATEMENT SPREADSHEET
TAXRETURNS X INCOME TAX CASHFLOW WORKSHEET
PROFORMAS (BANK PREPARED) DEST SUMMARY LISTNG]

PROFORMAS (COMPANY PREPARED) OTHER: ;

PERSONAL FINANCIAL STATEMENT X

CREDIT BUREAU X

CEI REPORT (Corparata Fax Repart) x

PRICING WORKSHEET X

SECTION XIV: BANKING RELATIONSHIPIDEST SUMMARY

LUINESIFACRITIESICOLLATERAL

No existing loans at this time
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