Soringbrook Apartments Explanations and Clarifications

The 5 Year Real Estate Pro Forma

The 5 year real estate pro forma (or Discounted Cash Flow Analysis) is a tool that
allows investors to forecast future cash flows from specific real estate
operations and make valuation Judgements based on these forecasts. The pro
forma-assumes that the property in question will be held for 5 years and sold on
year b,

Equity Requirement
The percentage of the purchase price to be held as an equity interest by the
Investor,

Equity Requirement $960,000.00

Net Operating Income (NOI)
The annual dividend produced by the property.
NOI = Gross Operating Income - Operating Expenses

NOI §358,638.4

Inbound Cap Rate
The relationship betwieen the properties purchase price and income stream at

the time of purchase. The properties annual ield.
Inbound Cap Rate = NOI / Purchase Price

Inbound Cap Rate 0.0747163

Occupancy Rate
Percent of total units occupied and producing income.

Occupancy Rate 95%

Operating Expense Ratio
Percent of Gross Operating Income wsed to cover Operating Expenses.

Operating Expense Ratio = Total Expenses/ Effective Rental Income

Operating Expense Retio 314%

Outbound Cap Rate
The outhound cap rate or Terminal Cap Rate'is the capitalization rate at the end

of year 5 when the property is sold.
Outbound Cap Rate = Year 6 NOI / Year 6 Sale Price

Qutbound Cap Rate 0.07

Cash Flow

The cash flow is equal to the NOI - Annual Debt Service.
Cash Flow $67,381.29
Cash on Cash Return

The cash on cash retur or the ‘Equity Dividend Rate'is the year by year
return on the investors Equity Requirment (inital investment). Cash on Cash
Return = Before Tax Cash Flow / Equity Requirment

Cash on Cash Return 7.02%

Net Present Value

The Net Present Value is the difference between the present value of cash
inflows and the present value of cash outflows for years 1-6. The present
velue of cash inflows foutflows are derived by discounting the future dollar
amounts by a discount rate.

Net Present Value §576,818.76

Discount Rate

The discount rate is the rate of return that is foragone by the investor on an
alternative investment of equal isk. Many times the discount rate will be
derived by taking a 'iskless' investment suich as the 10 year treasury bond and
alding a 'risk premium’

Discount Rate 10.20%

Internal Rate of Return {IRR)

The Internal Rate of Retun is equal to the discount rate that makes the net
present value of the investment equal to zero. It is the total rate of return for
years 1-6

IRR 1%
Debt Coverage Ratio (DCR)

Alenders measure of protection against NOI decline,
DCR = Net Operating Inccome / Annual Debt Service

DR 1.231346568

Break Even Occupancy Rate
Rate (%) of occupancy needed to cover OF & annual deht service.

Break Even Occupany Rate 92.26%



[aringbrack Apartments |
[Aquilstion Summary
cquistion Price £4,100,000.00)
Units 4
Price/Unit 4120,000.00
50.00)
Price to Close £4,500,000.00)
Equity Requirement 5 WH
Equity Balance 5550,000.00)
1t Operating Income 53506384
nbiound Cap Rate 07471
Cctupancy Fai 53y
Jncome Current
5chieduled Rental Income S457,160.0)
Vacancy Lss 5% $23,358.00)
Eifective Rental Income S443 802,00
commercial and Misc. Income $34,570.00f
Gross Operating Income 5490 372.00)
[Brpense currznt
Rieal Estate Taes 452 4B5.7H|
52 & Electric $4,500.00
[ater B Sewer 36,840.00
L2 Care & Snow Remoral 5420000
udvertising 54 800.00)
Rapairs & Maintanence $12,000.00f
anagement 522 608.00)
nsurance 42,000.00
Cable & Intemet 42400000
Ttal Expenses 4139,73376
Onerating Expense Ratic 51.&9‘EI
Financing
Price fo Close £4,800,000.00)
Loan To Yalue By
Equity Balance 4360,000.00)
Loan Amaunt £3,540,000.00)
Interest Rite 6,504
£ale Summary
outhound Cap Rate Vear 6 forward NOJ| 0.7
5ales Price 46,049 603.34)
Closing Costs (5] 4302 480271
et Sales Frice 5,747 15,4
Loan Payoff 43,602 820,34
Procesds §2,144 304 11}
ash Flow §452 459 84
Total Cash Flow £2,506,764.61]
Effective Cash Flow 51,546, 764,61

Cash Flow Jcument [feart Year2 Ve 3 Yeard Year§ Year
3rass persting Income SELITIO0 SMEEIAO0 SL3I6 SSETILES 554430454 536052208 5577 AT
Onerating Expanses S13973376 SIBTITE SLLIEM SMSINO0 5148 20658 515125232 5154277 36
it Operating Income SHIGEM SBEEMM BT BB 5396, 297.96 $409,664.76 543 47238
et Sariice WA SBL2GE5T SHLBESE §a0L2%603 5291 236.95 5201, 25695 IR
Cash Flow -4860,000 36738128 57933178 592,026.91 510504101 SLBAIZED 52044304381 5‘..5:15}65'
Principal Reduction N4 54165605 54438465 74035 55031848 26
Cash Fiow Principal Reduction WA §108,03824 5123 802.43 $139,335.25 5155 360,50 $172,003.07,
Cap Rate 00747163 00747163 0077243801  0079a63302 0.082562074 0085347867 (08322341
ash On Cash Retum WA DOTOIBEE4S  DOEZESLESY 0.00592336 010041772 0123346683
2a3h on Cash/Principal NfA 01135615  0.129065027 0.14514088 0.161833857 0173163369
I 1 103 103 103 103 103
[income Jourent [fear1 Year2 Vel 3 feard Vel § fearf
scheduled Rental Income METIG000  SMBLITABD  SAS5EM004 551047835 §325,79270
Vacancy Loss 523,358.00 S 0587 §2478050 $5523.92 §26,289.63
Fifective Rental Income MO0 MASTEOE  MTORMS4 5434 55443 $489,503.06
Commecizl and Misc. Income §54,570.00 556,207.10 §57,09331 $50,630.11 56141802 $63,261.59)
31055 Operating Income 4480,37200 $51333.16 §51872085 554450434 $360,822.08 5577,748.74
1 2 i 10 i 10
Real Exfate Taes 5148578 5353348 §54606.18 $55,688.3L 53681227 5578405
535 & Eletric 4450000 54,196.00 5490302 $5,083.00 5519567 55.269.59)
Water £ Sewer $6,840.00 56,976.80 ST11634 4155866 5740334 5755191
Lavi Cara & Snaw Removal 4420000 5423400 5436068 ST 54586.22 5463744
idvertising 34,8000 54,186.00 5499392 45,093.80 55,195.67 §5,289.50)
Repars & Maintangnce §12,000.00 512,240.00 S124050 1273430 $12,989.19 §13, 24297,
[Management §22,608.00 523060.16 1352136 53,8817 S447163 524, 561.06)
nsurance $8,000.00 58,160.00 3320 $BAREG 563348 56,832.65
Calle & Intemet S24,00000 S448000 514969.60 2506099 1597837 526,497.94
3873376 M2 SM53TE00 514320633 15123232 515427736
Onerating Expanse Ratio 3148% itk 0 3058% 28 i |
|Financing Year Fayment Interest New Loan Amount  Principal Reduction
-541 65695
544 35465
$47,48.35
-330319.43
-453,580.26
liet Present Value / Intenal Rate of Return (R Amortization Calculator Debt Coveraze Ratio
fear 1 123]]
i Investment 4860,000.00 ear 2 1m
Discount Rate 10.20% fear 3 1318
Present Value of Cash Flows §1,536,48.76 ear d 1361
it Present Valug 457681876 iE3r 5 1407
ntemnal Ratz of Ratum ¥ JBreak-Even Occupancy Rate
fear 1 9226
fear 2 90.15°
fear 3 310
fear & 3610
iEar 5 Mg




