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Borrower:

Address:

Taxpayer ID:
Guarantor(s):
New/Renewal:
Amount Requested:
Purpose of Credit:

Pricing:

Collateral/iDate Inspected:

Loan to Value:
Terms of Repayment:
Repayment Source:
Customer Since:
Proposed Exposure:
Existing Debt:

Related Debt;

Deposit Relationship:

Credit Grade:

Previous Grade and Date:

Policy Exceptions:

LOAN APPROVAL FORM

NEIGHBORHOQOD COMMUNITY BANK
LOAN REQUEST & SUMMARY
March 05, 2007
Crchard Road, LLC
829 Fairways Courl. Suite 301. Stockbridge. Ga. 30261
20-4369106
Jeffrey Grant ard Southem Lumber, Inc
fFirst renew of A&D loan, Loan 4400687000
$6.,259,605 - we will participate $3.259.605
Purchase of 72.42 acres and to develop 203 residential lots in three phases

P +0.50%

1 DSD on land and afl improvements. NCB CD lfor 10% of project cost /
0313:.07

90% of total cost / 75% of discounted cash flow
12 mos. w/ interest monthly

Sale of lots - under contract for $56m per ot
2004 thra West Pancla, LLC

$6,259,605 {$3,259,605 will be sold)
$6,259.605

$3.905,136 A&D loan to So. Lumber H, LLC
$2,182,500 A&D loan to Rogers Road, (LC

Yes - $107mm in C0s
4 - Adequate
4 - (/06

Entity less than 3 years old

Next Loan Review Date: 03/08

Approving Officer Lending Authority Date:
Rob Duckwall $50,000 / $10,000 SAlos/o 7
Allan C. Payton $500.000/$100,000 | . 7

Loan Committee Kb_proval:

James Van S. Mottola l Walker Mapdy Dino McDowel

Vd
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LOAN APPROVAL FORM

SECTION M: EXECUTIVE SUMMARY/ LOAN REQUEST

SUMMARY OF PROPCSED CREDIT

L I

First renewal of loan useg to provide funds to acquire 72 42 acres in Stockbridge Ga. Henry County and de retop into 203 residential ots in three
phases.

The aniginal plans caited for a 16¢ lot S/D, but due to the two canservation areas an additional 43 lots have been created

Subject has pledged a NCB CD in the amount of $625960 (10% of the fotal project cost} as equity into the deal

Total peoject costs are $6.61mm which includes $3.36mm for the land. $2 55mm for development cosis, and $695m for intarest carry.

We have requested the signed canlract from Frank Downey for the purchase of all the lots at a puce of $56m pes lot for a total of $11.368mm

33 of the tolal lots are road frantage kots of Orchard Road and will nct 1equire curaing o pavng. these lols will be sold first and wilt bring in
$1.848mm which will be used 1o pay down the parlicipating bank

Rex Read Phase 1 (51 lols) has been approved by the County Development Review and is curiently waiting for approval from the Henry County
Water and Sewage Authority

Rex Road Phase 2 {26 lots) and Orchard Phase 3 have been submitted for a Canservation S/C

Crchard Phase 1 {55 lots) has been approved by the Development Review of Henry County with the exception of Planning and Zoning. We are also
awaiting approval from the Water and Sewage Authority

Orchard Phase 2 {33 lots - r0ad frentage) witk be submitied 1o Hericy County by 0320 with anticipated construction document appraval by the end of
June.

BANKING RELATIONSHIP

-

FirstCity Bank / Colonial Bank / NCB.

BRIEFLY LIST MAJOR DEVELOPMENTS SINCE PREVIOUS REVIEW DR LOAN APPROVAL

NCB also has an AED loan to So. Lumber II, LLC for $3 9mm. All lols are under conlract for $4 88mm. SLItis scheduled to close mid-March
NCB also has an AZD loan lo Rogers Road, LLC for $2.182mm
Upon the closing of the So. Lumber It loan, they would ke 1o get an additional Toan using the current CD as eoilateral

BRIEFLY LIST ANY LOAN POUICY EXCEPTIONS AND THE JUSTIFICATION:

Cormpany is less than 3 years old.
Credit strength is based on guarantor and transaction

STRENGTHS:

Cash equity of 10% in the form of a CO

All fots under contract and 1 takedown

Development experience of Jeff Grant

Guarantor strength and liquidity - Grant's totat fiquidity is $3.305mm of which $2,665mm is cash
Interest reserve - $695m

Prafit rom upcoming dosings

CONCERNS:

Contract falls theough

Large amount of lot developmenls in progress
Econamic uncertainty of rising interest rates
Management succession

-

MITIGANTS:

Marketable lots

Al lots under development are under conleact.
Owner's development experience

Guarantor sirength

Jeff Grant's son-in Law currently runs the lumber business and is involved in the development side. Grant's son and his CFQ are also heavily
involved with both businesses.

SUMMARY OF OTHER MAJOR FiNDINGS/ICONCLUSIONS:
COl report is clean for Southern Lumber I, West Panola. and Southern Lumber, Ing

LN B I
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LOAN APPROVAL FORM

SECTION lil: DESCRIPTION OF BUSINESS

= Jeff Grantis an experienced developer and also is in the timber business

*  Inaddition lo his development companies, he owns Southern Lumber Inc

«  Southern Lumber was incorporaled in 1994 and has 43 employees

*  Southern Lumber alse does weekly tuel wood deliveries far Mead io Alabama which pays approx. $14m per week

SECTION V- MANAGEMENT ANALYSIS

= Jeff Grant has developed over B0 sutdivisions since 1981
+  Granl's son-in-taw runs the tJumber business. Grani's son and Kevin Johason, CFO, are invalved in the development business

SECTION V: COLLATERAL

* 7242 3cres 1o be developed info 203 resideatial Iots in Henry County.

«  Alllols soid at a price of $56m per lot or $11.368mm to Frank Downey

*  NCB CD for a minimum of $625,960.

= Cofiateral 15 localed on the north side of Henry County in an established area The area consists of houses ranging from 30+ years t0 new
construction. Area is converient fo -675, which connects 175 to -285

SECTION Vi: INDUSTRY AND/ OR ANAL YSIS

*  Median Home Price Rises - The median price of a new US home rose 1.9 percent in October 2006 compared fo Octaber 2005, according to the
Commerce Department. Experts say the rise may help offset the negative eflects of dechimng sales volumes_ The increase came even though a recard
166.000 completed homes were available for sale, up from 160,000 in September.

=  Housing Starts Down - US housing stans fefl 11.1 perceal in Ihe first 11 months of 2006, according lo the Census Bureau, Induskry experts say
dedlining sales and a rising inventory of unsold homes will keep housing slarts down through much of 2007. Housing stats fell 19.1 percent in the
Midwest: 14.8 percent in the West; 11.7 percent in the Northeast, and 6.1 percent in the South.

»  Affordable Housing Supply Shrinking - The supply of affordable housing shrank in 2006, according to the National League of Cities (NLC}. n an
NLC survey of housing officials in 1,167 US cities, three-fourths say (hat bousing costs are significantty imiting home ownership opportunities for
lower-income residenls and young families. F alling inlerest rales that drive up home prices, teardowns of affordable older homes, and conversion of
apartments o condominiums all contribute to reduced housing affordabulity

(First Research, Residential Real Estate Construction, Updated 02/05/07)

»  GAconstruction and real estate industries include about 27 800 companies with combined annual revenue of $48 billion, ndustries employ about
261,600 with annual payroll of $8 billion. Large sub-sectors: residential construction {vatued at $10 billion); commercial {$10 billion); heavy and il {37
bilfion). and real estate services ($6 billion). Industries contribute $35 billion 1o gross slale product, representing t6% of total. issues impacting
canstruction and real estate industries include materiat, equipment, insurance, and labor costs: Fand ptanning and acquisition; environmental
regulations and building codes; worker safety; cash flow and liquidity management: property obsolescence; and interest rate changes.

*  Existing Home Sales Up Slightly. Sales of existing homes, condos. and co-ops rise 2.5% to 253,700 units in Q3 2006 from year-eartier; GA one
of enly 10 states to post increase.
(First Research, State Profile — Georgia, Published 4th Quarter, 2006}

»  Housing Activity Summary for Stockbridge, Henry County, as of 4Q06 is showing 468 annual house closing and 274 in curreni inveniory, which is a 7.0
month supply. Housing inventery is down by 80 units as compared to 4005 at which time there was a housing inventory of 354 units which translated
nto 3 5.3 month supply.

*  VDU's for 4Q06 were 1,246 units which was a 38.5 month supply and is up from 4005 which is showing 1,162 units which was a 20.7 month supply.

s Future lots increased from 1,810 unils in 4Q05 lo 2,327 units in 4Q06 which increased invenlory from a 3.2 month supply 10 2 4.9 month supply

[Metrostudy, Atlanta Residential Survey, Updated 4Q06)

SECTION VIi: EXTERNAL FACTORS (e g. econamic, reguiatory, environmental, competitive, etc.)

+ Dependence on Local Ecoromy - Despite national rends, demand for housing can be very valatile in local markets. Even in a large mariet such as
Atlanta. demand for new single-family homes can change by 50 percent in just two years: in smaller markets the change can be 100 percent, This
demard volablity s due mainly to population shifts.

=  Building Materials, Land Costs Vary - Builders ofter bear the risk of cost changes because of fixed-price contracls and speculative home
construction. The price of lumber can change by 50 percent within six months, and land prices, the major cost of construction m seme markels, can
aiso change rapidly. Sometimes tknlders can pass higher labor and material prices lo consumers, however, when prices rise quickly, some builders,
especially smaller ones with less leverage, can get caught with the costs between the time they agree on a price for a project and the fime they finish

L3NG
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LOAN APPROVAL FORM

Cependence on Seasonat Labor - Because of the highly cyelical nature of demand in locat markets, most homebuilders don't maintain a large
permanem labor stalf. and must hire new workers when demand increases Local (abor shortages are frequent, especially in rapidly growing
communities
Risk of Falling Land Values - Finding good land fo build on is a primary chailenge for home construction comparves of afl sizes Large inventories of
land expose homebuiiders an therr fenders to substantial financial risk, since housing demand can shift during the lengthy permit and building
process. With low margins, buitders can quickly suffer losses if land vaiues fall.
Envirenmental Regulations Inhibit Development - Ir dense urban and suburban areas, builders are increasngly being forced to construct new
homes on “marginal” lots that may abul weands, waters, or wildkfe areas. conflicting with wikdlife preservalion ang increasing construction costs.
E£PA and Endangered Species Act {ESA) requlations commanly tequwe costly stormwater management systems and erosion control management.
Local Construction Restrictions - Managemen! expenience is essential when getting the required permits and nspections from local gavernments,
as permits are affected by zoning. community desires and wants, and environmental issues which may vary regionally.
Competition from Commerciat Builders - More corrmercial builders ate cansidering residential construction an extension of their reqular business.
althcugh hamebwilding requires different contractor skills and activities and often has different demand cycles than commercial construction
Homebuiding offers increased risks. but also offers higher marging than commercial work,
Competition in Custom Building - Mass production-style builders are vying for the high-end business by advertising as custom builders. Traditional
custom buiders (mainly small companies that build fewer than 20 homes a year) have had to become more efficient with [abor and materials,
streamlining the design process 1o take the hassle oul of building a custom home.

(First Research, Residential Real Estate Construction, Updated 02/05/07)

SECTION Vi: FINANCIAL ANALYSIS

FINANCIAL STATEMENT DATA

ENTITY KAME FIS DATE PERIOD PREPARER SCOPE/OPINION IF QUALIFIED, REASONS
Southern Lumber 12-31-06 12 mos Co. Prep. Financiat Stmnts
Jeff Grant 1-07 NiA Sedl PFS
Jeff Grant 12-31-05 12 mos Harlley Helms Tax
FINANCIAL STATEMENT ANALYSIS:
FACTOR COMMENES [ JUSTIFICATION
LICHDITY = Orchard Road, LLC is a new enlity and thus has no financial information

= Jeft Grant shows liquidity of $3.305mm. consisting of $2.665mm in cash, $234m in marketable securities. and
$406m in other current assets

*  Southern Lumber is showing cash in the amount $87m as of 12/31/06

PROFITABILITY #  So. Lumber showed a loss of $1.084mm at 12-31-06 on gross receipts of $10.475mm, after depreciation of
$2.781mm

»  Profits before depreciation were $1.697mm
» _The interest that is paid on RE i included in COGs per the CFO

LEVERAGE = 50. Lumber shows total assets of $7.252mm, total Kabfities of $8.820mm and a dehail net worth of $1.567mm
*  So. Lumber is showing a negative net worth due to devalopments currently in process

DEBT SERVICE = Inlerest reserves budgeled for he loan were in the amount of $695m of which $309m has been depleted

*  The current financial statement dated 12/31/06 for So. Lumber does not account for current maturily of long-
lerm debt and interest is included in COGs and thus a frue debt service coverage can nol be caiculated

»  ifihe long term debt for So. Lumber were to be amortized over a 30 year period al a rate of 9.25% te current
net prafit + depreciation would be able to cover the debt 1.17 times. If the inlerest of $250m that So. Lumber
paxt NCB was added back-in the debt service coverage improves fo 1.37 times

¢ The debt service coverage for the long term debl amertized over 30 years al a rate of 12 25% is covered by
the net income + depreciation + the NCB interest, 1.18 times

*  The primaty source of repayment is not thraugh cash flow but through the conversion of assets and the above

. calculations show that So. Lumber is able to cover the obligations even without taking ints account the
" addstional interest expense

RN I
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Key Metrics

Guarantor {Combined}
Total Personal Income:

Estimated Personal Debt Service:
Persanal Debt Service Ratio:

Personal Debt to lncome Ratio:

Total Personal Liabilities:

Total Personal Net Worth:

Persanal Debt to Equity Ratio:

Businsss

Earnings before interest, Taxes, Depreciation,
and Amartization (EBITDA):

Estimated Business Debt Service:
Business Debt Service Ratio:

Business Interest Coverage Ratio:
Business Totat Liabitities:

Business Yotal Equity:

Business Debt to Equity Ratio:

Giobal {Guarantor + Business)

Global Income available for Debt Service:
Estimated Global Debt Servica:

Global Debt Service Ratio:

Globat Totat Debt / Liabilities:

Global Net Worth:

Globai Debt to Equity Ratio:

Without Lean

548,000

547 801
1.00

100

$362 11
$16.985.01
0.02

$2,003 663
$531.488
317

7T
58819821
{$1.567 543)
N7A

$2.061.663
$579,289
154
$9.181,622
$15.417 478
060

With Loan

548.000

347 801
1.00

1.00
$362.101
$16.985.021
Q.02

$1,722,175-
$1.256.9749
1.37

1.42
$16.086.029
(32,247 0BG}
NiA

$1,770.475
$1.304 775
1.36
$16.448 130
$14.737 932
112

* The EBITDA was caculated by adding depreciation and NCB interest for 2006 into the net profit and subltacting

out the equipment and “other” interest. As staled earfier, the interest on RE is induded in COGs.

SECTION 1X: GEARANTOR FINANCIAL ANALYSIS:

fncome & Expenses Grant, Jeff

Approximate Yearly Gross Wages / Salaries S48 000
Total Personal Income $48.000
Approximate Yearly Housing Paymaents $32.308
Approximate Total Yearly Recurring Debt Payments $15.497
Personal Debt to Income Ratic 1.00
Personal Cash Fiow Available for Other Expenses & Other Dabt Service 3199

Balance Sheet

Grant. Jeff

42007

Cash I Checking / Savings [ Money Market $2,665.269
Public Company Stocks and Bonds $234 037
All Other Liguid or Semi-Liquid Assets on Hand $405 856
Total Liguid and Semi-Liquid Assets on Hand £3.305.172
Cash Value - Life lnsurance $10.000
Automobiles 5715.000
Other Personal Belongings $255.000
Total Personal Assets / Belongings $980 000
Approximate Value of Residence / Home £200.000

Page 3
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LOAN APPROVAL FORM

Approximate Value of Guarantor's Ownership Stake in Business $1,800,000
Tolal investment Real Estate Owned $4.713.000
| Total of Business and Investment Holdings . . 56,244,000
Approximate Value of Yacation Properties $104.950
Total Assets . $17.347,122
Balance of All Credit Cards $8.970
Totat Current Liabilities P £8.970
Mortgages on Primary Residance 3167.504
Loans on Vacation Properties $103.573
Other Long-Term Loans ! Liabilities $82.054
Tolai Liabilities $362.101
Total Net Worth . $16,985.021

= JefiGanthas a credif score of 665 due to stale fax liens from 2002, all have been released Jeft also has four creditors reporting oves 30 days
once. the first paymeni was lale on all fous accounts and has not been reported late since

Southern Lumber, inc.’s Financial Statement Summary

Incame Statement 12/31/2003 12:31,2004 12i3112005 12131:2006

Sales {Income} $1,095.828 $4,633,319 $13,564 283 §$10,475.045
Cost of Sales (COGS) $947 540 $2.151,900 $6.642,764 £5.892 940
Gross Profil o §148.288 $2.481.419 $6.921,519 $4.582.105
DCepreaciation and Amortization $21B.857 $3.017.938 $1,830,855 §2.780.995
Interest Expense 1770 $361,306 345,053 $511.488
Overhead or 5,G,8A Expense $29.127 $492 468 $1.157.603 $1,185.432

Payrolf / Wages ! Salary 50 $62.053 $49.098 $493 355

Rent 50 14 $70.424 $11.625

Advertising 5835 52191 $318 5425

R&M 528,242 $428.224 $997,753 $560.027
Other Operating Expenses 3220.559 $1.069.710 $2.807 A09 $1,393.010
Net Profit before Taxes ($364.025) {52.460.603) 3672,59% {5$1.308.820)
MMher Income $352.872 $1.752.491 345,845 $363.50%
ther Expenses 50 30 50 $144 420
Net Income {311,153} {$707.512) $718.444 {§1,081,739)

Balance Sheet 123112003 12131/2004 123112005 1273112006

Cash $143,632 $114.913 $941,092 $87 541
Azcounts Receivabie 50 $C $277 675 5376441
Other Current Assels 43,188 $130,182 $453.471 $2.408.924
Total Current Assets $186,800 $245 895 $1,712.238 52,872 506
Gross Fixed Assetls $1,207.425 $6.428.219 $11,703.044 $10,995,762
Accumulated Depreciation $338.703 $3,213,7N $4.504 527 $6.616 890
Net Fixed Assets $367.722 $3.214.428 $7.114.447 34378872
Other Assels $400 $300 5200 $200
Total Assets $1.054 922 $3,459.823 $8.826.855 $7.251.978
Accounts Payable $0 30 3533055 $801,996
Currem Portion of Long Term Debt $212.239 §1.514 467 $2.464 657 b1
Other Current Liabilities 466,080 3173534 $538.625 $751,017
Total Current Liabilities $278.319 $1,688 001 $1,536.337 $1.553.043
Notes Payable / Senior Debi $791,559 $2,589.792 4235117 $7.266.508
Notes Payable [ Subordinated Debt £81.318 $0 $1.241160 o
Other Long Term Liabilities $0 50 $7 0
Long Term Liabtities $872.877 $2,589.792 $5.476.279 §7.266.508
Totat Liabilities $1.151196 $4.277,793 $9.012 616 $8.819.521
Total Equity (596 274) (3$817.970) {5185.761) {$1.567.542)

31473007
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| Retained Earnings ] (597709} (S819.405) | (5187.196) {$485.240)
Common Stock $1.425 sta35 | $1.435 $1.435
Cash Flow Statement 123172003 12131/2004 12/31/2065 123112006

Cash Flow from Operaticns
Sales (Income)

Cost of Sates [COGS)
Gross Profit

Depraciation and Amortization
Interest Expense

Overhead or $,G &A Experrses
Other Operating Expenses

NRet Profit before Taxes

Other income
Other Expenses
Net Profit atter Taxes

Add Back Depreciation

Decrease (increass) In Accounts Receivable
Decrease {increase} in Other Current Assets
Increase {Decrease) in Accounts Payable
Increase (Decreass) in Current Long Term Debt
Increase {Decrease) in Other Current Liabilities
Cash Flow from Operations

SIE833.054

Cash Fiow from Investme:
Capital Expenditures.

155 334 4y 500 R4S TR R
Decrease (Increase) in Other Assats o) R bV 50
Cash Flow from Investments 156 4 a2y (35 TG 744, (S4L 4500
Cash Fiow from Financing Activities
increase {Decrease) in Senior Debt 41 545 225
tncrease {Decrease) in Subordinated Debt St
increass {Decrease; in Other Long Term Liabilities 7

Cash Flow from Financing Activities 51718515 57806 447 51.72022%

Net Free Cash Flow 1514515 5912 414 iS855 50

Beginning Total Cash 5141 65.2 5114 513 364 GE2

Ending Total Cash $129.097 51027 327 5385 3id

SECTION X: LOAN RATING
Customer: Orchard Road
Date of Worksheet: 3132007
Basic Factors: _ Cverride Faclors:
Finance 24 Size 0 | Describe.
Management 18 Maturity 0 | Describe:
Industry* 16 Collateral 0 | Describe: o
Trends : 7 Guarantors 0 | Describe.
Regard** : 35 Other 9 | Describe: .
Source of income*** : Q TOTAL OVERRIDE 0
TOTAL: 68.5 Divided By 21 = 3.26 = |nitial Score
INTIAL SCORE: | 328 | & Override Factors = Score | 3.26 Gr:de l 4* |

* Deduct 1 in override factors box if individual (other}.
"7 Ondy if individual,

** Disregard if perscnal.

I *Loan graded a *4” due to the nalure of the Yransaction.

1

A 2AT

1.00 to 2.00 = Risk Rating #1

3.51 ta 4.50 = Risk Rating #4
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2.01 to 2.75 = Risk Rating #2
2.76 to 3.50 = Risk Rating #3

Filed 02/07/11

4.51 to 4.99 = Risk Rating #5

>5.00=

Risk Rating #6
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SECTION Xi: LOAN PRICING

Customer name:
Type of Loan

Amound

Term {Monihs)

Type of Inleresi Rate
Loan Qrigination Fee
Risk Weight

New or Renewal
Prime Rate

Cost of Deposil Funds

Exp. per Deposit
Account

Cosl ol FHLB Funds

FASB Expense pet
Loan

ALLL Expense

Desired ROA

Orchard Road

Construction

$6,259,605.00

12

__ VanablgRate

$0.00

— Adequate

8.25%

551%

$850.00
N/A

1.50%

000%

$500.00

Date Requested:

Type of Customer
Type of Deposits
Amounts

interest Rate
Service Fees
{Per Year}

$0.00

§500 00

$344 89592

$850.00
$0.00

$93.894.08

SECTION Xil: RECOMMENOED ACTION

March 13. 2007

Commercial

Int. & Non-int. Bearing

$151.00

0.00%

5120.00

1

0.50% Above Prime Rate

{Minimum Loan Price}

A, RELATICNSHIP COMPETITIVE FACTORS

«  Existing customer with good history, cenlinued business relaticnships, good source of referrals

B. BASIS FOR RECOMMENDED PROPOSAL.

+  Expenence in the development of residential fots

»  Guarantor strength and liquidity
= Lots ail sold in one takedown

SECTION Xhii: CHECKLIST OF INFORMATION ATTACHED OR AVAILABLE

SPREADSHEETS

DUNN & BRADSTREET REPORT

QOTHER FINANCIAL STATEMENTS

PERSONAL FINANCIAL STATEMENT SPREAOSHEET

TAX RETURNS

INCOME TAX CASHFLOW WORKSHEET

PROFORMAS (BANK PREPARE()

DEBT SUMMARY LISTING:

PROFORMAS [COMPANY PREPARED}

OTHER:

PERSOMAL FitNANCLAL STATEMENT

3142007
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LOAN AFPPROVAL FORN

CREQHT BUREAU X
CC4 REPORT {Corporate Fax Repenj X
PRICING WORKSHEET X

SECTION XIV: BANKING RELATIONSHIP | DEBT SUMMARY

URESFACILITIES/ICOLLATERAL

BORROWING LOAN¥S ORIG. LOAN | LINE AMT. OR TERMS RATE CURRENT COLLATERAL
ENTITY DATE DATE HIGH CREDIT BALANCE

1= D50 on fand and
Orchard Road, LLC | 400687000 | 02/727/06 | 03405/7 $6,259605 ] 12maths o | P+ 50% | $3595394 mprovements
NCB CD - §625,960

TOTAL $6.259.605

 any of the loans isled above are ctoss-collaleralized, list which loans and collateral.
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