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Dear John and Judy,

We are pleased to present four investment opportunities in commercial real estate. These opportunities bring with them healthy returns
consisting of both growth and income while minimizing risk through diversifying your portfolio. Our analysis assumes a 10-year holding period,
39.6% marginal income tax rate, 25% depreciation recapture, 20% capital gains tax and selling the property based on direct capitalization of eleventh
year net operating income. Net operating income is assumed to grow at an average of 3% per year through the holding period.

Properties

Alison Green
A 100-unit garden apartment complex nestled in Montgomery County, Maryland and fairly new, with completion in 2009, meaning large
capital expenditures will be rare. The Alison Green proforma shows this property returned around 13% equity after tax cash flows on an assumed
equity position of $6,000,000. This position was deduced from the ability to leverage this property at 70% loan to value and a purchase price of
$20,000,000. The other $14,000,000 will come from a loan with 4.00% ENAR, monthly compounding, and 30-year amortization schedule. Alison is
operating at 95% occupancy with a projected year 1 net operating income of $1,450,000 allowing for a debt coverage ratio of 1.81. At this 5%
vacancy level this property is situated in a healthy market. If needed this property could be leveraged even higher to increase equity returns, however
I believe with this mixture of equity and leverage presents an optimal return for risk. The net present value of this property is $2,074,341.74 with a
10% discount rate.

Stony Walk
Located in Maryland, Stony Walk is a five-story, 80,000 square foot office building with 67,000 square feet of rentable space and it is located

near Alison Green and was constructed in 2010 while operating at a 95% occupancy level since it was released to the market. This property rents
long term to lawyers, accountants, and small service firms, ensuring that turnover rates and vacancy rates are low. The purchase price for the property
is $15 million, with a loan-to-value of 81.67% and a resale value of $17 million at the end of 10 years. The mortgage is $12.25 million with a fixed
interest rate 4.75% and a 25-year amortization period. To maximize the proceeds to the seller, the property has a mortgage backed by a CMBS.
CMBS’s generally have no recourse, meaning that if the loan were to default, the lender could only go after the property and the borrower’s personal
assets would not be liable. Real estate taxes for this property are like Alison Green and are taxed at a rate of 12% of gross rental income. At the end
of the 10-year holding period, the property will have a NPV of $1,267,103.05 and an IRR 15.02%. (Stony Walk Proforma)



Lvy Terrace
This property is a 75-unit garden apartment project located in Arlington, Virginia and is currently under construction. There is a guaranteed cash

flow assuming a 93% occupancy rate upon completion of the project for the first 3 years. The purchase price for the property is $11 million and it has
a loan-to-value of 63.63%. A 10 year, $7 million mortgage with 4.25% interest rate will be put in place upon purchase. The loan will be amortized for
30 years. The land will be leased for 99 years with annual payments of $100,000. Unlike other land leases, the owner agreed to keep it constant for
the first 10 years. The property taxes are about 10% of gross rents. The property will generate a before financing cash flow of $900,000. The property
has a sale price of $14 million at the end of the 10-year holding period and has a NPV $955,836.81 and an IRR 13.10%. (Ivy Terrace Proforma)

The Fowler Building
Currently under construction in Arlington is a two-story, 135,000 square foot office building with 110,000 square feet of rentable space. This space
is already 60% leased thanks to small technology and consulting companies. Furthermore, the developer has guaranteed the property to cash flow as
if it were 93% leased for the first 3 years. Purchase price is $27,500,000 with an equity stake of $6,500,000 and a loan of $21,000,000 with the
following terms: 4.5% ENAR, amortization over 30 years, and monthly compounding. This gives you a loan to value ratio of 76.36%. This property
is expected to produce gross rents of $2,950,000 and a net operating income of $1,865,000. At the end of the 10th year we expect to sell the property
for $35,713,139.18 and capture an equity after tax cash flow IRR of 14.55% and a net present value $2,710,927.17 with a discount rate of 10%.

Suggestions

John DeRight
John is retired and is planning to live off his $750,000 of stock dividends as well as $250,000 of other income. He also recently just sold his

business for $35 million of company’s stock. He is planning on selling half of his stock and reinvesting in real estate assets and other entities.
After looking at each of the properties in detail and reviewing what type of investor he is, we suggest that Alison Green is the best investment.
John has just entered retirement and this causes him to be risk averse. He is not looking to be actively managing the property. The property is new
enough to not need major repairs, so it will not need a lot of hands on management. However, the building is old enough to not be risky. Ivy Terrace
is new and has not stabilized yet, causing there to be too great of a risk for John to invest. Upon further analysis, John would need to decide when he
could put in a capital expenditure to get more benefits. Currently, we are allotting $25,000 a year for ten years to spend at the end of ten years before
the resale, however, if he were to invest the $250,000 earlier he could benefit by avoiding the 39.6% marginal tax rate put on the $25,000 per year.
This would also reduce his taxable income through depreciation and delay his tax burden until disposition where it would be reduced to the 25%
depreciation recapture rate. We suggest investing capital as soon as possible.

Other reasons this is a safe investment is breakeven occupancy and the occupancy rate. With the occupancy rate being at 95%, this is a stable
investment. The rents being as high as they are, a 95% occupancy rate will produce strong cash flows. The breakeven occupancy is the lowest of all 4
properties so losing tenants will not hurt as bad. Even though this is a good investment it still comes with risks. It will be competing with newer
construction properties, and with the age that it is, it has the possibility of incurring unanticipated repairs and maintenance.



Judy DeRight
Judy DeRight owns a small chemical company and is looking to grow the company internally. She has $45 million invested in stocks, bonds, and

short term securities which are available for investment. She is now looking to diversify her portfolio and has a great opportunity to do so with one of
these properties.

Through analysis of each property and looking over the investment objectives of Judy and her position. We determined the Fowler Building would
be best suited for her portfolio for many reasons. This property needs a ready supply of cash which is great for your diversification needs. Capital
could be crucial not only for the equity investment of $6,500,000, but also in case this property doesn’t capture the market as predicted. This property
does have its risk, however with the 3 year 93% occupancy cash flow guarantee, break even occupancy of around 77%, and pre-leasing at 60% risks
are greatly reduced.

Tax benefits are abundant in this property as well. You could leverage higher as loan to value is 76% and take on more interest reducing taxable
income. Capital can also be invested soon adding to the already large depreciable basis reducing taxable income further and delaying and reducing
the tax burden all together.

There are some risks with this property though if carefully measured this property will bring returns north of 14%. You also have the pocket depth
to weather a misfortune and take losses as tax shelters against other income.

Summary
In conclusion, after thorough analysis of both John and Judy DeRight financial objectives; risk tolerance we felt that these properties would serve as

good vehicles of diversification with their current financial holdings. After several talks between and the realization of their limited understanding of
real estate it was important that we broke down our assumptions within models to test their sensitivity and show them their impact in value but we
also conducted market research on similar assets to show John and Judy how their investments would compete, insuring our assumptions were within
market trends. We feel that the four properties we analyzed will be suitable for their real estate portfolio
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BTCE
648,042.30
692,295.30
737,875.89
784,823.90
833,180.35
882,987.49
934,288.85
$ 987,129.24
$1,041,554.85
$1,097,613.23
$8,639,791.41

A 0 n n

BTCF
211,784.43
243,883.14
276,944.81
310,998.33
346,073.46
382,200.84
419,412.04
457,739.58
497,216.94
537,878.62

3,684,132.20

Discounted
566,507.13
529,048.42
492,934.69
458,332.13
425,352.62
394,063.91
364,498.13
336,658.96
310,527.68
286,068.16

4,163,991.83

69.40%

L N n

Discounted
184,133.50
184,356.87
182,015.99
177,710.52
171,934.15
165,091.33
157,511.51
149,461.26
141,154.54
132,761.45

1,646,131.14

59.86%

W i n

R JE ¥a L 00 E W5 NS ¥y S Wa L W JRE ¥p BRE ¥ E 5 L ¥4 1

W i i n

Ilnhcome Tax

(148,156.61)
(169,658.47)
(191,848.12)
(214,747.91)
(238,380.99)
(262,771.21)
(287,943.28)
(313,922.67)
(340,735.74)
(368,409.70)

)

(2,536,574.70

Income Tax

(78,749.37)
(96,494.50)
(114,865.36)
(133,885.25)
(153,578.39)
(173,969.97)
(195,086.16)
(216,954.18)
(239,602.33)
(263,060.04)
)

{1,666,245.56

IRR Analysis

Alison Green

Discounted
(129,515.89)
(129,652.11)
(128,163.27)
(125,411.40)
(121,697.51)
(117,270.80)
(112,336.55)
(107,062.86)
(101,586.47)

(96,017.69)

(1,168,714.57)

-19%

L N n

Stony Walk

Discounted
(68,467.72)
(72,942.41)
(75,492.78)
(76,504.65)
(76,299.90)
(75,146.18)
(73,265.22)
(70,839.94)
(68,020.53)
(64,929.58)
(721,908.91)
-26.25%

W i n

Eutures
S -
S -
S -
S -
S -
5 -
S -
5 -
5 -
$11,528,802.76

$11,528,802.76

Futures

Discounted

i dn dn
1

S -

$3,004,722.74

$3,004,722.74
50.08%

Discounted

S -

W N A 0 A i in
1

Total
S 499,885.69
S 522,636.83
S 546,027.78
S 570,075.99
S 594,799.36
S
S
S

620,216.28
646,345.57
673,206.57

$ 700,819.11

$ 12,258,006.28

$17,632,019.47

Total
S 133,035.06
S 147,388.64
$  162,079.45
$ 177,113.08
$  192,495.07
S
S
S

208,230.87
224,325.88
240,785.40

S 257,614.61

7,397,077.99 $1,825777.77 S 7,671,896.57
7,397,077.99 $1,825777.77 S 9,414,964.63

Wi
1

66.39%

Discounted
436,991.23
399,396.31
364,771.41
332,920.72
303,655.11
276,793.11
252,161.58
229,596.10

$ 208,941.21

$3,194,773.21

$ 6,000,000.00
100.00%

N n

Discounted
115,665.78
111,414.46
106,523.22
101,205.88

95,634.25
89,945.15
84,246.29
78,621.32

S 73,134.02

S 1,893,609.64

S 2,750,000.00

100.00%

L i
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BTCF
382,520.83
409,955.84
438,213.90
467,319.71
497,298.68
528,177.03
559,981.73
592,740.56
626,482.16
661,236.01
697,032.48

BTCF

464,319.29
521,259.80
579,908.53
640,316.72
702,537.16
766,624.21
832,633.87
900,623.82
970,653.47

$1,042,784.01
$1,117,078.47

W i A

lvy Terrace

W N i n i

52.86%

Discounted Income Tax Discounted
338,212.84 (86,835.47) $  (76,777.18)
320,484.53 (99,725.00) $  (77,960.39)
302,894.32 (113,028.23) $  (78,125.34)
285,597.28 (126,758.74) $  (77,467.20)
268,715.23 (140,930.57) $  (76,151.80)
252,341.96 (155,558.23) $  (74,319.53)
236,547.74 (170,656.73) $  (72,088.90)
221,383.17 (186,241.59) $  (69,559.53)
206,882.45 (202,328.83) $  (66,814.80)
193,066.28 (218,935.04) $  (63,924.19)

2,626,125.79 (236,077.36) $ (733,188.86)

65.65% -18.33%
Fowler Building

Discounted Income Tax Discounted
40535040 $ (167,932.85) $ (146,605.25)
397,266.54 $ (198,944.56) $ (151,621.16)
385,834.57 $ (231,021.53) $ (153,707.16)
371,920.71 $ (264,201.91) $ (153,458.68)
356,236.73 $ (298,525.29) $ (151,373.73)
339,364.02 S (334,032.72) S (147,867.35)
321,774.20 $ (370,766.84) $ (143,284.11)
303,846.65 $ (408,771.85) $ (137,908.81)
285,883.52 S (448,093.64) 5 (131,975.61)
268,122.43 $ (488,779.82) $ (125,675.91)

3,435,599.76 S (530,879.83) $(1,443,477.78)

-22.21%

v

o n i i n n

0

Eutures

7,216,516.39
7,216,516.39

Futures

R G ¥ NS %5 L ¥ E 0 SR W0 S s S Vo

s

$2,107,063.06
$2,107,063.06
52.68%

R R VoL Wa L W0 N W UL ¥y UL W0 S ¥ )

LT

Discounte

Discounted

W dn i i 0 A A i A

W i i i

L

Total
295,685.37
310,230.85
325,185.68
340,560.97
356,368.11
372,618.80
389,324.99
406,428.98
424,153.34

7,658,817.37

10,879,444.44

Total

296,386.44
322,315.24
348,887.00
376,114.81
404,011.87
432,591.48
461,867.03
491,851.97
522,559.83

$17,532,077.18 $4,507,878.02 $ 18,086,081.37
$17,532,077.18 $4,507,878.02 $21,742,667.06
69.35%

R A Vo L %5 JNE s E o L 05 NS s B Vo

s

Discounted

261,435.66
242,524.13
224,768.99
208,130.08
192,563.43
178,022.43
164,458.84
151,823.64
140,067.64

$ 2,236,205.16
$ 4,000,000.00

o n i i n n

0

100.00%

Discounted

258,745.15
245,645.38
232,127.41
218,462.02
204,863.00
191,496.67
178,490.09
165,937.84
153,907.91

$4,650,324.54
$ 6,500,000.00

100.00%



Alison Green

M BTCF M Tax Benefits Future Value

ivry terrace

M BTCF M Tax Benefits M Future Value

Stony walk

BMBTCF M Tax Benefits M Future Value

-26.25%

Fowler Building

M BTCF M Tax Benefits M Future Value




BTCF
Tax Benefits
Future Value

IRR Benefits
Alison Green Stony Walk

69.40% 59.86%
-19.48% -26.25%
50.08% 66.39%

lvy Terrace
65.65%

-18.33%
52.68%

Breakeven Analysis

Fowler Buildin
52.86%

-22.21%
69.35%

Analysis Alison Green Stony Walk Ivy Terrace Fowler Building
Current or Projected Occupancy 95% 95.00% 93.00% 93.00%
Added Margin 28.80% 12.12% 26.67% 15.74%
Break-even Occupancy 66.20% 82.88% 63.33% 77.26%
Loan-to-Value 70% 81.67% 63.64% 76.36%
Debt Coverage 1.81 1.25 2.18 1.33




