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Sara Lackey

Compass Bank

8200 A Nashville Avenue
Lubbock, TX 79423

RE: Toledo Court Apartments
306 Toledo Avenue
Lubbock, TX 79416
Appraisal Order #; 09-00238-01

Ms. Lackey:

In accordance with your request, we have conducted an appraisal of the above captioned
property. The property is valued using generally accepted appraisal principles and theory. The
report is intended to conform to the Uniform Standards of Professional Appraisal Practice
(USPAP), the Federal Deposit Insurance Corporation (FDIC), and the Financial Insiitutions
Reform, Recovery and Enforcement Act (FIRREA) standards.

At the request of the client, this appraisal report is presented in a summary appraisal format as
defined by USPAP Standards Rule 2-2(b). This format provides a summarized description of the
appraisal process, subject and market data and valuation analyses. The appraisal service was
performed in such a manner that the results of the analysis, opinion, or conclusion are that of a
disinterested third party.

The purpose of this appraisal is 1o estimate the as-is and as stabilized market valug of the
subject property. The subject property is an existing 70-unit, garden style apartment compiex
located in the northwest portion of Lubbock. The subject’s unit mix consists of 401 SF studios,
666 SF one-bedroom, and 774 SF two-hedroom units situated in four residential buildings. The
complex is lecated at 306 Toledo Avenue and was construcied in 1975. The subject
improvements are of average quality and in average condition. As of the date of inspection 57 of
the 70 units were occupied. Our rent conclusions reflect the existing condition of the subject.
The subject’s site and improvements will be described further in the body of this report.

rospective Marke Fee Simple Aprit 10, 2009 $1,920,000

As-ls Market Value Fee Simple February 10, 2009 1,890,000

2390 East Camelback Rd., Suite 106

Phoenix, AZ 85016
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Consufbing & Advisory Services
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LETTER OF TRANSMITTAL {CONTINUED)

Additional Comments:

The subject is currently listed for sale at $2,000,000 ($28,57 1/unit) with duration on the market
of over six months. However, it should be noted that the owners are not actively marketing the
subject and do not represent a motivated seller. Based on our concluded market value from this
report, the listing price is near market.

The subject was acquired by the current owners in October 2007 for consideration of $825,000.
At the time of purchase, the subject was reportedly in poor condition. Since the acqguisition, the
current ownership has invested over $430,000 in capital improvements which has subsequently
increased occupancy and rent levels.

Last week, a small fire ignited in a waste baskeat in the common laundry facility. According to the
property owner and manager, the fire was quickly contained. Total damages are nominal and
estimated below the insurance deductible. They are currently in the process repairing the
damage and anticipate the common laundry facility will be operational by next week. Remnants
of the fire damage are depicted in the subject photograph section.

The concluded value considers the macro-economic conditions; the impact on demand (tenant
stability) and capitalization rates as investors adjust return requirermnents on equity in relation to
the availability and cost of debt financing. Whenever possible, the most current data will be used
to effectively mirror current economic conditions.

This valuation is subject {o the conditions and comments presented in this report. Matthew
Steffen provided significant real property appraisal assistance to the persons signing this report.
Iif questions arise concerning this report, please contact the undersigned or Matthew
Steffen at 602.222.5166 or mail steffen@pgpinc.com.

Sincerely,

PGP VALUATION INC

Stan E. Woli, MAI

Ceriified General Real Estate Appraiser
State of Texas License #TX-1337488-G
214.217.9333

stan.wolf@pgpinc.com

Philip L.. Steffen, MAI

Certified General Real Estaie Appraiser
602.222.5165
philip.steffen@pgpinc.com
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APPRAISAL SUMMARY

Name:
Property Type:

Address:

Assessor’'s Parcel No.:
Census Tract No.:

Site Description:
Size:
Topography:
Zoning:
Seismic Zone:
Flood Zone:

Improvement Description:
Number of Units:
Quality:

Condition:

Year Built:
QOccupancy:

No. of Total Buildings:
Project Amenities:

Highest & Best Use:

As Vacant:

As Improved:
Properiy Righis Appraised:
PGP File Number:

VALUATION SUMMARY

Toledo Court Apartmernits
Apartment (Garden)

306 Toledo Avenue
Lubbock, TX 79416

R112191

4.05/2

1.53 acres (66,603 SF)

Generally Level

A-2 (High Density Apartment District)
2B

X

70

Average

Average

1975

81.1%

Four

common laundry facility

A multi-family use

7 r"'\g—-}
-t

Continued use as an apariment complex

The fee simple interest

P090111

Cost Approach Not Presented
income Approach $1,920,000
Sales Comparison Approach $1,930,000
Date of Value Yalue Conclusion(s)
Prospective Market Value at Stabilization 4{10/2009 $1,920,000
As-ls Market Value 2/10/2008 $,890,000
Insurable Cost Estimate 2/10/2009 $2,626,000
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EXECUTIVE SUMMARY (CONTINUED)

SCOPE OF WORK

Report Organization

This report is designed to inform the reader of all factors influencing the property's value in a
clear and concise manner. The Executive Summary section provides an overview of the
property and general information related to this report. The Description sections briefly describe
general area information and present detailed explanations of the site and improvements. The
Highest and Best Use section establishes the premise on which the value estimate of the
property is based. The Valuation section describes the appraisal methods used to estimate the
various values of the property and includes comparable information, application of market
information to the subject and valuation analysis. In the Analysis of Value Conclusions section,
the relative merits of each approach are discussed, and the value conclusion is presented.

Purpose, Use, and Users of the Appraisal

The purpose of this appraisal is to estimate the market value as-is and at stabilized occupancy
of the subject property. This appraisal is to be used by the client {Compass Bank) and/or
participants for loan underwriting and/or credit decision purposes.

Definitions

All applicable definitions for this analysis are located in the addenda.

Property Rights Appraised

The property righis appraised constitute the fee simple interest. See the addenda for a definition
of the property rights appraised.

Subject Property Inspection

An inspection of the subject property was conducted on February 10, 2009, by Matithew Steffen.
Stan E. Woll, MAl and Philip L. Siefien, MAI did not make a personal inspection of the subject
but are familiar with the surrounding market.

Appraisal Development and Reporting Process

Preparation of this appraisal included an inspection of the subject property, reviewing
assessor's maps, reviewing income and expense information, reviewing county records for
information on taxes and assessments, inspecting the subject praperty neighborhood, gathering
and confirming rent comparables and improved sales from immediate and competing
neighborhoods, inspecting the exierior of ail comparables utilized, analyzing supply and demand
conditions in the area, and applying traditional approaches to value to arrive at an indication of
value for the subject property.

Sources of Information

The relevant market data was obtained from developers, reai ssiate agents/brokers, appraisers,
lenders, and various sources of secondary market data. In addition representatives from various
municipal offices were also contacied to obtain relevant market and/or property information.

P0s0111 COPYRIGHT © 2009 PGP VaLuaTioN INC. ALL RIGHTS RESERVED 2



EXECUTIVE SUMMARY (CONTINUED)

Disclosure of Competency

We are aware of the competency provision of USPAP and the authors of this report meet the
standards.

Availability of Information

All necessary information was provided for this analysis.

Personal Property

Personal property is included in this valuation. Rernovable fixiures such as the kitchen
appliances and hot water heaters are considered to be real estate fixtures that are essential o
the use and operation of the complex. Supplemental income typically obtained in the operation
of an apartment compiex is included; which may include minor elements of personal and
business property. As immaterial components, no attempt is made to segregate these items.

Deductions and Discounis

No deductions or discounis were made to derive the prospective market value at stabilized

occupancy. Deductions were applied to the stabilized value estimate to derive the as-is market
value.

PRELIMINARY APPRAISAL INFORMATION

Legal Description

A legal description is located in the addenda of the report.

Sales History and Ownership

Current Gwner - The subject property is currently vested in 306 Toledo LP.

Date of Acquisition - The current owners acquired the property October 2007 for consideration
of $825,000 ($11,785/unit) with low occupancy and in poor condition. Since the acquisition, the
current owners have spent over $430,000 in rehabiiitation which has correspondingly increased
occupancy and rent jevels. The concluded as-is market value is warranted based on ihe
extensive rehabilitation, increased occupancy and increased rent levels the subject has
experienced since the acquisition.

Three-Year Sales History - To the best of our knowledge there has been no other transfers of
ownership in the past three vears.

Subject Sale Status - The subject is currently listed for sale at $2,000,000 ($28,571/unit) with
duration on the market of aver six months. However, it should be noted that the owners are not
actively marketing the subject and do not represent a motivated seller. Based on our concluded
market value from this report, the listing price is near markst.

PO90111 CoPYRIGHT © 20098 PGP VaLUATION INC. ALL RIGHTS RESERVED 3



EXECUTIVE SUMMARY (CONTINUED)

Assessment and Tax Information

The subject’'s assessed values and property taxes for the current year are summarized in the
following table:

APN Taxable Value Mill Levy Tax
R112191 $820,000 2.1362 $17,516.92
Fotal Taxes $17.516.92

In Texas, the amount of tax is determined by the product of the tax rate and the assessed
valuation of the property. The tax rate is set each year by the governing bodies of local taxing
entities such as county commissioners, school boards, cities and special districts, usually in
October. The assessed valuation of each piece of property is set by the county assessor
according to state statutory guidelines. In the case of the subject, the current taxable value is
representative of $825,000 October 2007 sale consideration. Taxable value is re-assessed sale
and/or refinance, thus the subject is likely to experience an increase real property taxes in future
tax bills.

Exposure Time

Exposure time is defined as "the estimated length of time the property interest being appraised
would have been offered on the market prior {0 the hypothetical consummation of a sale at
market value on the effective daie of the appraisal; a retrospective opinion based on an analysis
of past events assuming a competitive and open market."

Reasonable exposure time is impacted by the aggressiveness and effectiveness of a property’s
exposure to market participants, availability and cost of financing, and demand for similar
investments. According to the most recent Korpacz Real Estate Investor Survey®, marketing
periods range from 1-12 with an average of 6 for the National Apartment Market.

Exposure time is best established upon the experience of recent comparable sales and
discussions with market participants. Comparable sales over the last year indicate exposure
times ranging from six months fo one year. Days on market were available for four of the
comparables; indicaiing exposure times ranging from 200 to 270 days. Based upon this
information and considering the physical characteristics and location of the subject property, a
reasonable estimate of exposure time for the subject is nine months.

P090111 CoPyrIGHT © 2009 POP VALUATION INC. ALL RIGHTS RESERVED 4



The use of an extraordinary assumption or hypothetical condition might have affected the

assignment results. This appraisal is subject to the following assumptions and limiting
conditions:

Extraordinary Assumptions

It is an assumption of this report that the units not inspected by PGP Valuation Inc are in similar
finish and condition as the units inspected.

Hypothetical Conditions

None

General Assumptions and Conditions

The legal description provided has not been compared with the assessor's records. The
analysis assumes that this description accurately represenis the subject property. A survey has
noi been provided to the appraisers. If further verification is required, a survey by a registered
surveyor is advised.

We assuime no responsibility for matters legal in character, nor do we render any opinion as 1o
title, which is assumed to be markstable. All existing liens, encumbrances, and assessments
have been disregarded, unless otherwise noted, and the property is appraised as though free
and clear, under responsibie ownership, and competent management.

The exhibits in this report are included to assist the reader in visualizing the property. We have
made no survey of the property and assume no responsibility in connection with such matiers.

Unless otherwise noied herein, it is assumed that there are no encroachments, zoning, or
restrictive violations existing in the subject property.

The appraisers assume no responsibility for determining if the property requires environmental

approval by the appropriate governing agencies, nor if it is in violation thereof, unless otherwise
noted herein.

Information presented in this report has been obtained from reliable sources, and it is assumed
{hat the information is accurate.

This report shall be used for its intended purpose only, and by the party to whom it is
addressed. Possession of this report does not include the right of publication.

The appraisers may not be required to give testimony or to appear in court by reason of this

appraisal, with reference to the properly in guestion, unless prior arrangemenis have been
made therefore.

The statements of value and all conclusions shall apply as of the dates shown herein.

FP090111 COPYRIGHT @ 2009 PGP YALUATION INC. ALL RIGHTS RESERVED 5



ASSUMPTIONS AND LIMITING CONDITIONS {CONTINUED)

The appraisers have no present or contemplated future interest in the property which is not
specifically disclosed in this report.

Neither all, nor any part of, the contents of this report shall be conveyed to the public through
advertising, public relations, news, sales, or other media without the written consent or approval

of the authors. This applies pariicularly to value conclusions and to the identity of the appraisers
and the firm with which he or she is connected.

This report must be used in its entirety. Reliance on any portion of the report independent of
others, may lead the reader to erroneous conclusions regarding the property values. No portion
of the report stands alone without approval from the authors.

The valuation stated herein assumes professional management and operation of the buildings
throughout the lifetime of the improvements, with an adequate maintenance and repair program.

The liability of PGP Valuation Ine, its principals, agents, and employees is limited io the client.
Further, there is no accountability, obiigation, or liability to any third party. if this report is placed
in the hands of anyane other than the client, the client shall make such party aware of all limiting
conditions and assumptions of the assignment and related discussions. The appraisers are in
no way responsible for any costs incurred to discover or correct any deficiency in the property.

The appraisers are not qualified to detect the presence of toxic or hazardous substances or
materials which may influence or be associated with the properiy or any adjacent properties,
has made no investigation or analysis as to the presence of such maierials, and expressly
disclaims any duty to note the degree of fauli. PGP Valuation Inc and its principals, agents,
employees, shall not be fiable for any costs, expenses, assessments, or penalties, or diminution
in value, property damage, or personal injury (including death) resulting from or otherwise
attributable to toxic or hazardous substances or materials, including without limitation hazardous
waste, asbestos material, formaldehyde, or any smoke, vapors, soot, fumes, acids, alkalis, toxic

chemicals, liquids, solids or gasses, waste materials or other irritants, contaminants or
pollutants.

The appraisers assume no responsibility for determining if the subject property complies with
the Americans with Disabilities Act (ADA). PGP Valuation Inc, its principals, agents, and
employees, shall not be liable for any costs, expenses, assessments, penalfies or diminution in
value resulting from non-compliance. This appraisal assumes that the subject meets an
acceptable ievel of compliance with ADA standards; if the subject is not in compliance, the
eventual renovation costs andfor penalties would negatively impact the present value of the

subject. If the magnitude and time of the cost were known today, they would be reduced from
the reporied value conciusion.

An on-site inspection of the subject property was conducted. No svidence of asbestos materials
on-site was noted. A Phase 1 Environmental Assessment was not provided for this analysis.
This analysis assumes that no asbestos or other hazardous materials are stored or found in or
on the subject property. If evidence of hazardous materials of any kind occurs, the reader
should seek qualified professional assisiance. If hazardous materials are discovered and if
future market conditions indicate an impact on value and increased perceivad risk, a revision of
the concluded values may be necessary.

PO90111 CorYRIGHT © 2009 PGP VaLuATION INC. ALL RIGHTS RESERVED &



ASSUMPTIONS AND LIMITING CONDITIONS { CONTINUED)

A detailed soils study was not provided for this analysis. The subject's soils and sub-soil
conditions are assumed to be suitable based upon a visual inspection, which did not indicate
evidence of excessive seitling or unstable soils. No certification is made regarding the stability
or suitability of the soil or sub-soil conditions.

This analysis assumes that the financial information provided for this appraisal, including rent
rolls and historical income and expense statements accurately reflect the current and historical
operations of the subject property.

FO90111 COoPYRIGHT © 2009 PGP YVALUATION INC. ALL RIGHTS RESERVED 7



REGIONAL DESCRIPTION

The subject is located in the city of Lubbock, Lubbock County, TX.
Lubbock County is located in northwest Texas. The county is
influenced by its rural nature, cattle ranching and agriculture.
Lubbock County is abutted by the counties of Hale to the north,
Crosby to the east, Lynn to the south and Hockley to the west.
Lubbock is approximately 70 miles from the New Mexico border
and 250 mites from the Dailas Fort Worth metro area. The county
seat is Lubbock. According to the United States Census Bureau,
Lubbock County has a fotal area of 201 square miles.

The County of Lubbock was founded in 1876. The settlement that is the present-day city of
Lubbock was not formed until late 1890. Two settlements within the county, Old Lubbock and
Monterey, were combined fo form the settlement of Lubbock. The city was incorporated in 1808.
Shortly after incorporation, rait service was established in Lubbock. As agriculture continued to
grow within the region and as the railroads continued to expand, Lubbock became the
marketing center of the region and earned the name "Hub of the Plains".

Lubbock is located at the southern end of Interstate 27 which provides approximately 100 miles
of access between Amarillo and Lubbock. Lubbock also is provided access via Highway 62, 82
and 84 with state route 289 providing beltway access to fravelers and residents around the
perimeter of the city.

The 1,850-acreTexas Tech University campus is located in Lubbock with a total enroliment over
28,000. Both undergraduate and graduate students are a significant participant in the apartment
renting cohort. The area around Texas Tech has been undergoing gentfrification in the recent
pasi with significant new commercial development.

The following table depicts historical population growth from 2000 to 2007 (the most recent daia
availabie) of Lubbock and Lubbock County:

200 20
Lubbock 1990564 202524 204761 207.854 210226 212341 215203 217326 8.90%
Lg‘;aifj‘ 242628 246240 248554 251860 253725 255305 O058560 260,901  7.53%

Source: US Census Bureau

POOG111 COPYRIGHT © 2009 PGP VALUATION INC. ALL RIGHTS RESERVED 8



REGICNAL & MARKET AREA DESCRIPTION (CONTINUED)

Employment in the Lubbock MSA, as of December 2008 (the most recent data available),
totaled 139,800, indicating an unemployment rate of 3.8%. The Lubbock MSA unemployment
rate has been relatively stable over the past several years and has generally been between
3.50% and 5.00%. Top employment in Lubbock includes education, healthcare and agriculture.
The foilowing table summarizes unemployment rate trends for the Lubbock MSA since 2000:

2001 3.70%
2002 4.40%
2003 4.90%
2004 4.60%
2005 4.10%
2006 4.00%
2007 3.60%
Dec'08 3.80%

Sourca: US Census Bureau

Summary

Lubbock is a viable community that has experienced moderate growth over the past few years.
The area’s relatively low cost of living, quality of life, and the presence of Texas Tech University
has been the catalyst for this growth. White most of the county has been experiencing rising
unemployment, Lubbock has a stable and relatively low unemployment rate attributed to its
education, heaith care and agriculture employment base. Based on current activity and recent
trends, planning agencies project continued stability and growth cautioned by the current state
of the national economy.

P090111 CoPYRIGHT © 2009 PGP VaLuaTION INC. ALL RIGHTS RESERVED 9



REGIONAL & MARKET AREA DESCRIPTION {CONTINUED)

MARKET AREA DESCRIPTION

General - The subject property is located in the Northwest portion of the City of Lubbock, in
Lubbock County. The subject’s immediate area is characterized as an established residential
area with supporting amenities located along commercial arterials. The following sections

summarize factors pertingnt to the social, economic, and physical development of the market
area.

Bemographics - The following table summarizes the demographics for the subject’s area:

Description 1.0 Mile Radius 3.0 Mile Radius 5.0 Mile Radius
Papulation

2013 Population 7,227 78,572 152,454

2008 Popuiation 7176 76,985 150,180

2000 Census Population 7,109 73,421 148,260

Change 2008-2013 0.71% 2.06% 1.51%

Change 2000-2008 0.94% 4.85% 2.69%

Households

2013 Households 3,235 31,459 62,318

2008 Households 3,189 30,551 60,867

2000 Census Population 3,114 28,709 58,276

Change 2008-2013 144% 2.97% 2.38%

Change 2000-2008 241% 6.42% 4.45%

Housing Units {current year)

Total Housing Units 3,493 33,853 67,551
Owner Occupied 58.20% 46.10% 468.70%
Renter Occupied 35.10% 44.00% 43.40%
Vacant Housing Unils 8.70% 2.90% 4.90%

Income (current year)

Average Household Income $72,544 $50,281 $51,347

Median Household Income $43,486 $35,900 $37,512

Per Capita Income $32,316 $21,027 $21,593

Source: STDB Online

As noted in the table above, moderate growth is anticipated to occur in the subject's market
area (3-miles radius) over the next few years.

Residential Development - There is a substantial amount of residential development located in
the subject’'s market area. The residences in the area are commonly in average condition and

were fypically built in the 1970's. The median home value for single-family residences in the
subject’s market area (3-mile radius) is $79,749.

Multi-famity developments within proximity to the subject were generally built in the 1970’s and
consist of garden style facilities. Please refer to the Market Analysis section for additional multi-
family information.

Commercial & Industrial Development - The subject is located off 4" Street, a commercial
arterial running in an east-west ditection. Commaercial buildings in the immediate area consist of
neighborhood shopping centers along 4™ Street, including a Big Lots, Albertsons, Walgreen's
and Starbucks. A Shell fuel station and convenience store abut the subject immediate to the
south. Overall, there are adequate commercial service amenities in the subject’s market area.

POS0111 CoPYRIGHT @ 2009 PGP VaLuAaTION ING, ALL RIGHTS RESERVED 10



REGIONAL & MARKET AREA DESCRIPTION (CONTINUED)

Community Services - Community services include a fire station within four-miles; a hospital
within two-miles; a middle school within one-mile and freeway access {289 Loop) within one-
mile. The entrance to the campus of Texas Tech University is located about 1.5 miles to the
east of the subject along 4" street. Highlights of the campus with reference to community

services include open space, a library, medical center and an affluence of college sporting
events.

Summary - The subject is in the Northwest portion of Lubbock. Commercial developments are
located along major thoroughfares. The subject property has an average location with respect to
commercial services, thoroughfares, and community services. Condition and appeal of the area
is generally good. The area is anticipated to experience moderate growth in the foreseeable
fuiure.
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REGIONAL & MARKET AREA DESCRIPTION (CONTINUED)

Sareet Avaz USA® 2008

Regional Map
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REGIONAL & MARKET AREA DESCRIPTION (CONTINUED)
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SITE DESCRIPTION

Size:
Topography:
Excess/Surplus Land:

Adjacent Properties:

Utilities:

Street Improvements:

Accessibility/Exposure:

Easements:

Zoning:

Earthguake Zons:

1.53 acres {66,603 SF)
Generally Level
None

Surrounding development includes @ mobile home park
adjacent to the north; religious facility to the east, fue! station
and convenience store io the south; and vacant land to the
west. '

All utilities are available to the site.

Toledo Avenue is a two-lane, two-way, asphalt paved street
with curbs, gutters and streetlights.

Access to the subject site is unrestricted. Exposure of the
subject is partialiy restricted from Toledo Avenue by the fuel
station and convenience store.

A title report was not provided for this appraisal. No adverse
easements were noted. If questions arise regarding
easements, encroachments, or other encumbrances, further
research is advised. I questions arise regarding easements,
encroachments, or other encumbrances, further research is
advised. If questions arise regarding easements,
encroachments, or other encumbrances, further research is
advised.

The subject site is zoned A-2 (High Density Apartment
District). The purpose of this district is to promote high-
density multi-family developments and compatible land uses
in harmony with lower-density uses. The regulations are
designed to provide the occupants with safe and convenient
housing within an aesthetically pleasing environment in
proper relationship to adjacent land uses. Development is
limited to a site coverage ratio of 40% and FAR of 0.75.
Height is limited to three stories or 40 feet.

According to the City of Lubbock Planning Department, the
subject is a legal, conforming use. If the subject were
destroyed, it could be rebuilt.

According to the USGS, Lubbock is located in Ssismic Zone
28, a moderate risk zone.

P0O90111 CopPYRIGHT © 2009 PGP VALUATION INC. ALL RIGHTS RESERVED 14



SITE & IMPROVEMENT DESCRIPTIONS (L ONTINUED})

Flood Plain:

Site Rating:

The subject property is in Fiood Zone X. Flood Zone X
represents areas of minimal flood hazard from the principat
source of flood in the area and determined to be outside the
0.2 percent annual chance floodplain. This is referenced by
Federal Emergency Management Agency Flood Map, No.
35001C0378G, dated September 26, 2008. This s
referenced by Federal Emergency Management Agency
Ficod Map, Community Panel Number #0002, dated
September 26, 2008.

Overall, the subject site is considered an adequate muiti-
family site in terms of its location, exposure and access to
amployment and shopping centers.

IMPROVEMENT DESCRIPTION

Property Type:

Buildings:
No. Apt. Buildings:

No. Common Area Buildings:
No. Total Buildings:

Unit Mix:

Year Buiit:
Agel/Life Analysis:
Actual Age:

Eifective Age:
Economic Life:
Remaining Life:

Quality & Condition:

Density:
Foundation:
Exterior Walls:

Roofing:

Apartment (Garden)

Four
None
Four

StudioiC BR/1 BA 19 401 7,619

Flati1 BRA BA 18 666 11,988

Flat/2 BR/ BA a3 774 25,542
Unit TotallAvg. 70 645 45,149

Nene 0

Gross Building Area 45,149

1975

34 years

2D years

55 years

30 years

The subject property is an average quality complex and is in
average condition.

45.8 units per acre (70 units/1.53 acres)
Reinforced concrete slab
Woad-frame and painted stucco

Fitched root with asphalt shingles

POO0G111
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SITE & IMPROVEMENT DESCRIPTIONS (CONTINUED)

Appliances:

Heating and A/C:

Hot Water:
Laundiy:
Interior Walls:

Windows:

Floor Covering:

Project Amenities:
Unit Amenities:

Parking:
Total Parking Spaces:
No. Open Spaces:
No. Covered Spaces:
No. Garages:

Per Unit Parking Ratio:

Reguirement:

Security Features:

Refrigerator w/ freezer, electric range and oven, and
dishwasher

Efficiencies and one-bedrooms are equipped with wall
mounted packaged units. Two-bedrooms have a central
heating and air system.

Central boiler with two hot water tanks
Common laundry with four washers and four dryers
Painied wood paneling

Windows are single-pane aluminum casing. Window
coverings consisi of mini-blinds

Typical floor coverings in living areas are wall to wall
carpeting and vinyl in bath and Kitchen areas

Common laundry facility

No additional

80

80

0

0

1.14 {Spaces/Unit)

Parking requirements are as follows: one space per studio,
1.5 spaces per one-bedroom and two spaces per two-
bedroom unif, plus one additiona!l space for each four units
in the development. The subject would require 97 parking
spaces. The subject currently has about 80 spaces. Despite
recent inspections by the Cily, the owner has not been
notified for being out of code with regard to parking. From
the inspection, it is our opinion that there is ample space {0
configure the additional parking spaces required to
mathematically conform to the city requirements.

Unit deadhoit
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SITE & IMPROVEMENT DESCRIPTIONS (CONTINUED)

Capital improvements:

Deferred Maintenance:

Since being acquired in October 2007, the subject has
undergone extensive rehabilitation. Most notably, new
stairwells have been installed, new exterior paint,
restructuring of the plumbing system, central heating and air
system in the two-bedroom units, and new packaged units in
the studioc and one-bedroom units. Notabie interior
renovations include new appliances, floor coverings,
windows and paint. According the owner, renovations have
totaled $433,780. A copy of the itemized renovations is
located in the addenda. Overall, the benefit of the renovation
has been reflected in the increase in occupancy and rent
levels.

The subject has deferred maintenance. Deferred
mainienance was noied in the parking area of the subject.
According to the owner, they plan on re-sealing the parking
area in the next few years at an estimated cost of around
$25,000. We have deducted this estimated cost fo cure in
our as-is analysis. The fire damage noted earlier is
considered nominal and does not warrant further deductions.
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SITE & IMPROVEMENT DESCRIPTIONS (CONTINUED)
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7 - Typical Unit Entry
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SuBJECT PROPERTY PHOTOGRAPHS (CONTINUED)

Ll

Hea |ng/Coo'ling Package Uni-.t

‘Typical Bedroom
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SUBJECT PROPERTY PHOTOGRAPHS (CONTINUED)

¥ b g
ed Maintenance

Looking North on Toledo T
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MARKET ANALYSIS

In this section, an overview of market conditions which influence the marketability of the subject
property, as a multi-family development will be considered. In our research, we estimate around
180 operating apariment complexes within the City of Lubbock. Lubbock is divided into four
submarket quadrants and subject is located in the Northwest portion. Apartment complexes are
primarily clustered around the Texas Tech campus in the Northwest and Northeast submarkets.
The following paragraphs discuss existing and potential inventory will be analyzed.

Supply

The majority of existing supply in the subject's immediate neighborhcod has been constructed in
the 1970’s. The general area has average to good appeal due to its quality of life and the
proximity of its location to employment, Texas Tech University and retail centers.

The following chart presents a sampling of major apartment developments that are considered
fo compete with the subject:

Project Name No. Units No. Vacant Units Vacancy % Year Buiit
Toledo Court Apartments (Subj.) 70 13 18.6% 1975
Waierford Place Apartmenis 228 25 11.0% 1971
* Branchwater Apariments 72 N/A NAA 1963
Somerset Square Apartments 128 4 3.1% 1973
* Bear Creek Apariments 74 N/A N/A 1967
Qugzker Pines Aparimenis 40 2 5.0% 1968
Hickory Tree a8 16 18.2% 1958
The Villas 38 5 13.9% 1961
Cedar Ridge 34 4 11.8% 1980
*Adjusted Total f Average 624 69 11.14% NAP

Source: PGP Valualion inc

The subject's market area indicates a current average vacancy rate of 11.1% for the most
simitar properties as of our February 2009 survey. We noted during our survey that complexes
tended to report higher occupancies with more proximate locations around the centrai Texas
Tach campus reflecting the general appeal to the student cohort. The subject’s current vacancy
rate is 18.9 %. As of our inspection, there were 13 vacant units, of which five were ready and
available for lease. When the subject was acquired in October 2007, the complex was between
40-50% occupied. With immediate evictions and initial heavy renovation, occupancy decreased
to 20% by January 2008. The subject is currently around 80% occupied and essentially in a
lease-up phase following the extensive renovations. Leasing activity in the subject from January
2008 to present indicates an absorption rate of about 3 units per month. According to the owner,
the stabilized operating occupancy goal is 90%. From our research, 10-12% reflects the current
typical vacancy for complex of a similar vintage in the subject’'s market area.

Several multi-family projects are planned and/or under construction in the subject market area.
These projects are located in and around the Texas Tech campus and are larger complexes
targeted towards undergraduate and graduate students. As such, they will likely not adversely
impact the subject marketability.
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BMARKET ANALYS!S & HIGHEST AND BEST USE (CONTINUED}

Demand

Vacancy in the subject’s market area is anticipated to be stable in upcoming months. This is
based on relatively strong employment in the fields of health care and education and overall
stable unemployment rates the Lubbock is experiencing. The projects listed in the supply

section indicate an overall vacancy ranging from 3.1% to 18.6% with an overall average of
11.1%.

Property managers in the area indicate that rents have been stable in the area over the past few

years. The following is chart represents an annual survey conducted by Apartment Ratings for
complexes within Lubbock:

Source: ApartmentRalings.cont

As noted in the table above, average rents dipped in 2005 and have rebounded with marginal
growth since. Overall, rent levels are anticipated to remain stable for the next four quarters.

The level of rental concessions being offered in a market area provides another indication of the
level of demand for apartment units. Concessions are being offerad at the subject. The subject
is offering a move-in special whereby tenants pay about hali of the first months rent
Concessions are characteristic in the subject's market area and typically range from half-off first
months rent to the waiver of the application fee and/or security deposits.

Summary of Market Analysis

Overall, given the positive absorption experienced by the subject in 2008 coupled with the
stable market area occupancy and rental rates, there is a healthy balance between supply and
demand in the subject’s market area. Lubbock has a relatively low unemployment rate which is
attributed to its education and healthcare based workforce, We anticipate sufiicient marketability
for the subject cautioned by the prevailing state of the national economy.
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MARKET ANALYSIS & HIGHEST AND BEST UsE {CONTINUED)

HIGHEST & BEST USE

As Vacant - The legal factors influencing the highest and best use of the subject property are
orimarily government regulations such as zoning ordinances. The subject site is comprised of
one parcel zoned A-2 (High Density Apartment District). The purpose of this district is to
promote high-density mulii-family developments and compatible land uses in harmony with
lower-density uses. The regulations are designed to provide the occupants with safe and
convenient housing within an aesthetically pleasing environment in proper relationship to
adjacent land uses. Development is limited to a site coverage ratio of 40% and FAR of 0.75.
Height is limited to three siories or 40 feet.

The site is generally level with average access and average exposure. The subject is located in
the Northwest portion of the City of Lubbock off 4th Street. Surrounding development is primarily
single and multifamily residential, including a mobile home park adjacent to the north. 4th Street
features neighborhood commercial services with access to Texas Tech University
approximately 1 mile to the east and access to the Loop 289 1o the west. Financial feasibility,
maximal productivity, marketability, legal, and physical factors have been considered and the
highest and best use of the subject site “as vacant” is concluded io be a muiti-family use.

As Improved - The legal factors influencing the highest and best use of the subject property are
primarily governmental regulations such as zoning and building codes. The subject
improvements were constructed in 1975. According to the City of Lubbock, the subject is a
legal, conforming use. If destroyed, the subject could be rebuilt as an apartment complex.
Physical site and location features including topography, shape, access, exposure and
surrounding commercial development also support the property’s current use as its highest and
best use. The physical and location characteristics of the property have been previously
discussed in this report. The project is of an average quality construciion, with adequate service
amenities. In addition to legal, physical and location considerations, analysis of the subject
property "as improved" requires the treatment of alternative uses for the property. The five
possible alternative treatments of the property are demolition, expansion, renovation,
conversion, and continued use as is. Among the five alternative uses, continued use as an
apartment complex is the Highest and Best Use of the subject property.
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The appraisal process, which is applied to most real estate properties, is designed to evaluate
all factors that influence value. Regional and market area information has been presented to
inform the reader of general outside influences that may affect value. In addition, the site and
improvements have been described in detail. The interaction of the site and improvements
establishes the utility and desirability of the entire property. The Highest and Best Use section
evaluates the effect of legal, physical, and market considerations that influence the use of the
property. The following paragraphs discuss the various methods used to value the subject
property.

Cost Approach - This approach is based upon the principle that the value of the property is
significantly refated to its physical characteristics, and that no one would pay more for a facility
than it would cost to build a like facility in today's market on a comparable site. In this approach,
the market value of the siie is estimated and added to the estimated depreciated valug of the
improvements. The Cost Approach was not utilized in this analysis, because investors of
properties of this type and age do not typically utilize a Cost Analysis in their decision making. In
addition, it is difficult o accurately estimate accrued depreciation. The omission of the Cost
Approach is not detrimental to the reliability of the estimated market values.

Income Approach - The Income Approach is based on the premise that properties similar to
the subject are income producing, and that investors purchase these properties based upon
their income-producing ability. In the Income Approach, market rents for the subject property are
estimated, the applicable operating expenses are deducted, and the resuliing net income is
capitalized into a value estimate. The Income Approach is an applicable method for vaiuing the
subject and will be used in this analysis.

Sales Comparison Approach - This approach is based on the principle of substitution. This
principle states that no one would pay more for the subject property than the value of & simitar
property in the market. This approach analyzes sales of comparable properties with regard to
the nature and condition of each sale. Comparisons are made for varying physical
characteristics. The Sales Comparison Approach is used in this analysis.

Analysis of Value Conclusions - The approaches used to value the subject property will be
correlated into a value estimate reflecting stabilized occupancy in the Analysis of Value
Conciusion section. Following the Analysis of Value Conclusion section, an As-Is analysis will
be presented.
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The Income Approach is a good and accurate measure of the value of income-producing
properties, as the value estimate by this approach is based on the premise that multiple family
properties are income producing, and that investors purchase these properiies based upon their
income-producing ability. The Direct Capitalization Method is the appropriate methodology used
within this approach and is discussed below.

In the Direct Capitalization Method, market rents for the subject property are estimated, ihe
applicable operating expenses are deducted, and the resulting net income is capitalized into a
value estimate. This approach is based on an analysis of information extracted from the market,
and provides a comparison of the subject to properties of similar character and income-
producing ability.

DIRECT CAPITALIZATION METHOD

The first step in the Direct Capitalization Method is fo estimate the subject’s potential gross
income. This process is accomplished through a comparison of the subject with similar
nroperties having similar locations and utility. The concluded rents reflect our estimate of the
average rent achievable by each unit type over the next 12 months. Vacancy allowance and
operating expenses are deducted, based on market analysis. Finally, the resulting net operating
income is capitalized at an appropriate supported rate.

Subject income History

Residents typically sign six to 12 month leases at the subject. Rental rates are determined by
the property manager who conducts periodic rent surveys of surrounding and competing
properties. Overall, rent levels are been level the last six months as the subject is in a lease up

phase after exiensive renovation commencing in October 2007. Rent increases have not
occurred over the past year.

The subject receives additional income from laundry NSF/late fees and application fees.
Concessions are being offered at the subject. As previously discussed, the subject is currently

offering a move-in special whereby tenants pay about half of the first months rent. However,
concessions are typical in the subject's market area.
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INCOME APPROACH (CONTINUED)

Subject Utility Structure

The subject pays all utilities included in the rent with the exception of phone, cable and internet
services. According to the owner, utilities average around $100 per unit depending on unit type.
it is not typical in the subject's market area to for utilities to be included in rent. Of the
complexes we surveyed; only wireless internet is included in the rent and tenants are
indivicually metered for electricity and reimburse the owner for water, sewer, irash and common
area gas. The utility breakdown is as follows:

e Hot Water - Inciuded in the rent
e Cold Water - Included in the rent
= Sewer - Included in the reni
e Trash Removal - Included in the rent
e Gas- Included in the rent
= Electricity - Included in the rent
e Telephone - Not includad in the rent; directly billed from utility company
e Cable - Not included in the rent; directly billed from utility company

Selection of Comparables

A complete search of the area was conducted in order to find the most comparable complexes
in terms of age, appeal, condition, number of units, and amenities. Rent comparables located in
the subject’'s market area are used in this analysis. The subject is in average condition with
average appeal. The comparables selected in this analysis are the most similar properties to the
subject property.

Concessions - The comparables are adjusted for concessions prior to analysis.
Presentation
The following presentation summarizes the comparables most similar to the subject property. A

Rent Comparable Summation Table, Rent Comparable Location Map, Rent Comparable
Datasheets and analysis of the rent comparables is presented on the following pages.
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IncomE APPROACH (CONTINUED)

Project Mo. Year ProjectS3ize Avg. SF Reant Occup. Eff. Rent E§f. Rent

i A Deasign Units  Built {NRA) per Unit Type Rate Range1 Avg.
Waterford Place Apartments Garden 228 1971 Nis NIA Rents 89% T490 5570 3530
502 Stide Road
Lubboek, TX
Branchwater Apartments Garen 72 1063 63,330 880 Rents NiA 5550 5645 5598
5441 dth Street
Lubbock, TX
Somerset Square Apartments Gamden 126 1973 120,660 943 Rants 87 % $400  §550 5479
5301 11th Street
Lubbogk, TX
BearCreek Apartmentis Garden 74 1967 51,8460 702 Rents N & £495 3605 3545
4203 18th Sireet
Lubbock, TX
Quaker Pines Apartmenis Garden 40 1968 34,478 842 Rents 95% $5156 $626 $568

4314 18th Street
Lubbock, TX

1 The Eifective Rent has been adjusted for concessions. Piease refer the datw sheel for the unadjusied rent
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INCOME APPROACH (CONTINUED)

RENT COMPARABLE MAP
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INCOME APPROACH (CONTINUED)

Name: Waterford Place Apartments
Address: 502 Slide Road

City, State: Lubbock, TX 79416

MSA: Lubbock, TX MSA

o

b 2 2

Project Design:  Garden No. Units: 228
Market Rents  Year Built: 1871
N/A (NRA SF)  Avg. Unit Size: N/A SF
39.20 (Units per Ac)

Woaod Stucco Tar & Gravel

Project Amenities

Rent Type:
Proiect Size:
Density:

Construction:

] Poot Clubhouse _Playground
~ Exercise ~ Tennis Gt ~ Elevator
X Baslethall Raguetball  x Laundry ]
_ Business Cr ~ Sauna __Tanning x Spa
Other:
bnit Amenities
Security Alarm """ Storage x Fireplace
~Deck/Patio % Dishwasher x Disposal
Vaulted Cailings x W/D Hookup . -WID %X AC
Other:
Security
N Perm. Fence 7 Gated Security Patro!
Other:
Parking  Available Inc!. in rent
Cpen X x|
Garage Co ‘
Covered :
Otner o

e

x = Included in rent

_ Electricity - Water Telephone
__ HotWater = Seswer _Cable/Satellite
‘Gas ‘Trash Removal : x ‘Internet

Vacant Units: 25 Vacancy Y 11%
Date Opened: Date Stabilized:
MNo. Units Rented: 0 Rented/Mo: 0.c

Fees and Deposiis:  Refundable security deposit  varies
depending on unit-type. $35 application
fees.

MNone currently offered.

Concessions:

1D #: 389638

Name:
Source:
Phone Na. f Date:

Manager
806.792.6165 7 2M0/2009

- No Avg. Avg.
DescrlpuoiuBRlBA Units  Sive Rent
Flat 1 BR/M1 BA 0 704 $490
Fiat 2 BR/1 BA o 0 880 $570

Flat TERA BA+ Den 0 1,166 $675

This complex is located in the Northwest portion of Lubbock along 4th Street. The property manager reported 25 available units at
the time of survey which is typical for the complex. Tenants are individually metered for slectricity and are cn a RUBS system for

water, sewer, trash and gas.

PO90111
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INCOME APPROACH (CONTINUED)

Name:

Address: 5441 4th Street
City, State: Lubbock, TX 79416
MSA: Lubbock, TX MSA

Branchwater Apartments

72
1963

Project Design:  Garden No. Units:
Rent Type: Market Rents  Year Buil:
Project Size: gﬁl':,)l’ﬁ(] (NRA  Avg. Unit Size: 880 SF

Density: 16.70 (Units per Ac)
Canstruclion:

Project Amenities

,IX.. Poot i '7 Clubhouse
_Exercise ~ Tennis €t o
_ Basketball _Raguetball  x

~_-Business Ctr Sauna

Other:

Unit Amenities

. Security Alarm Storage

Deck/Patic -x_ Dishwasher

" Vaulted Ceilings x_W/D Hoolup

Other:
Security

o Perm. Fence
Other:
Parking

‘...Gated

Avaiiable Incl. in rent

Open T X ix
Garage

Covered . :
Cther

Playground
Elevator
Laundry
Tanning

x ‘Fireplace
_Disposal
WD

Wood Stucco Built-up w/ Mansard Facing

_'_Spa

'glAC

- Security Patrol

x = Included in rent

_Electiicity
 Hot Water
(Gas

Vacant Units:
Date Opened:

No. Units Rented:
Fees and Deposiis:

Concessions:

Name:
Source:
Phone No. / Date:

Descriptiocn  BR/BA

_Water - Telephene
- Sewer _ Cable/Satellite
Trash Removal  x Internet
G Vacancy %: 0%
Date Stabilized:
0 Rented/Mo: 9.0

Refundable security deposit varies
depending on unit-type. §35 application
fees.

None currenily being offered.

1D #: 389636

Manager
806.793.1038 7 2/10/2008

No
Units

Avg.
Size

Avg.
Rent

This complex is located in the Northwest portion of Lubbock along 4th Streel. The property manager would not disclose vacancy

information. Tenants are individually metered for electricity and are on a RUBS system for water, sewer, trash and gas.

POS0111
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INcOME APPROACH (CONTINUED)

Somerset Square Apartments

Address: 5301 11th Street
City, State: Lubbock, TX 79416

MSA: Lubbock, TX MSA

Project Design:  Garden No. Units: 128

Rent Type: Market Rents  Year Built: 1973

Project Size: 120,660 (NRA Avg. Unit Size: 943 SF
SF)

Density: 22.50 (Units per Ac)

Construction: Wood Stucco Built-up

“Uiiities nformation
Project Amenities Heetmtthdebrlod in et b Samtaraalicg
x = Included in rent

% 'Pool S C i e

3 Fon . + lubl?ouse | Playgmuna Electricity ‘Water Telephone

' x Exercise Tennis Ct . Elevator == = o) == :

== -3 iy Hot Water ' Sewer Cable/Satellite

Basketball ‘Raquetball  x Laundry == i s

= - : " ‘Gas ' Trash Removal x Internet

__ Business Ctr ~ Sauna __Tanning ~ Spa e = —

Other: '
Unit Amenities Vacant Units: 4 Vacancy %: 3.1%
__'Security Alarm  Storage x Fireplace Date Opened: Date Stabilized:

+x DecldPatio x Dishwasher  Disposal No. Units Rented: 0 Rented/Mo: 0.0
__Vaulted Ceilings _ W/D Hookup __ W/D X_AC Fees and Deposits:  Refundable security deposit varies
Other: depending on unit-type. $35 application
Security fees.

s s _— Concessions: None currently offered.

Perm. Fence Gated i Security Patrol

Other: ID #: 389639
Parking  Available  Incl. in rent

Open X fx Source: Manager

Garage i [ Phone No. { Date: 806.795.4454 / 2/10/2009

Covered L

Other L

No Avg. Avg.

Description BR/BA Units  Size Rent

Studio 0 BR/1 BA 0 465 $400
Flat 1 BR/1 BA 0 667 $465
Townhouse 1 BR/1.5 BA 0 778 $470
Flat 2 BR/1.5 BA 0 888 $500
Flat 2 BR/2 BA 0 054 $550
Townhouse 2 BR/1.5 BA 0 1,221 $625

This complex is located in the Northwest portion of Lubbock along 11th Street. According to the property manager, the complex had
experienced occupancy around 75% as late as September 2008. Since then, the property has achieved 100% occupancies. Al the
time of survey, the complex had 4 available units. Tenants are individually metered for electricity and are on a RUBS system for
water, sewer, trash and gas.
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INCOME APPROACH (CONTINUED)

Name: Bear Creek Apartments

Address: 4203 18th Street
City, State: Lubbock, TX 79416

MSA: Lubback, TX MSA

Project Design:  Garden No. Units: 74
Market Rents  Year Built: 1967

51,960 (NRA  Avg. Unit Size: 702 SF
SF)

39.70 (Units per Ac)
Wood Stucco Tar & Gravel
Project Amenities

Rent Type:
Project Size:

Density:
Construction:

____ Pool ____:-Clubhouse _ Playground

__ Exercise ~_TennisCt . Elevator

__ Basketball ~  Raquetball  x Laundry o

__ Business Ctr - Sauna __Tanning ; ~_Spa
Other:
Unit Amenities

,, Security Alarm ::Storage E Fireplace
73DeckiPatio ‘% ‘Dishwasher  Disposal
__Vaulted Ceilings x W/D Hookup  W/D X AC
Other:
Security

i Perm. Fence —i Gated i Security Patrol
Other:
Parking  Available Incl. in rent

Open X (X |

Garage | _}

Covered B o :

Other '

x = Included in rent
_ Electricity ____ Water __ Telephone
_ HotWater  ‘Sewer __ Cable/Satellite
‘Gas ___Trash Removal x Internet

Vacant Units: 0 Vacancy %: 0%
Date Opened: Date Stabilized:
No. Units Rented: 0 Rented/Mo: 0.0

Fees and Deposits:  Refundable security deposit varies
depending on unit-type. $35 application
fees.

None currently being offered.

Concessions:

ID #: 389637

Name:
Source:
Phone Nao. / Date:

Manager
806.791.3773 / 2/10/2009

No  Avg. Avg.
Units  Size Rent

Description BR/BA

This complex is located in the Northwest portion of Lubbock along 18th Street on the westside of Texas Tech University. The
property manager would not disclose vacancy information. Tenants are individually metered for electricity and are on a RUBS

system for water, sewer, trash and gas.
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INcOME APPROACH (CONTINUED)

o Apartment |

Quaker Pines Apartments

Address: 4314 16th Street
City, State: Lubbock, TX 79416
MSA: Lubbock, TX MSA

Project Design:  Garden No. Units: 40

Rent Type: Market Rents  Year Built: 1968
Project Size: ‘ézli:,;LTB (NRA  Avg. Unit Size: 862 SF
Density: 28.60 (Units per Ac)

Construction: Wood Brick Built-up w/ Mansard Facing

Project Amenities
. — % = Included in rent
x Pool _Clubhouse ~ Playground F -

= == roy - - T T
Exercise Tennis Ct Elevator Ll e Waler s slephons .
= 3 4 ‘Hot Water ‘Sewer Cable/Satellite
Basketball Raquetball x Laundry o ] S

e ; P = . = ‘Gas Trash Removal = x Internet
__Business Ctr ~_ Sauna . Tanning ~_Spa —
Other: :
Unit Amenities Vacant Units: - Vacancy %: 5%
Vri'Security Alarm f_ Storage ~_ Fireplace Date Opened: Date Stabilized:

% Deck/Patio _x Dishwasher  Disposal No. Units Rented: 0 Rented/Mo: 0.0

__ Vaulted Ceilings _ W/D Hookup __ W/D XA Fees and Deposits:  Refundable security deposit varies
Other: depending on unit-type. $35 application
Security fees.

s - = Concessions: Move-in special currently being offered.

- Perm. Fence = Gated B Security Patrol
hathaar: ID #: 389635
Parking  Available  Incl in rent Name:

Open X X | Source: Manager

Garage I, i : Phone No. / Date: 806.799.1821 / 2/10/2009
Covered '

Other i ! - '

i e No Avg. Avg.

Description BR/BA Units  Size Rent

This complex is located in the Northwest portion of Lubbock along 16th Street on the westside of Texas Tech University. The
manager reported 2 available units at the time of survey. Tenants are individually metered for electricity and are on a RUBS system
for water, sewer, trash and gas.
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INCOME APPROACH {CONTINUED)

Discussion of Rental Adjustments

Adjustments for differences between the subject property and the comparabies can be made
quantitatively or qualitatively. Adjustments for some differences can be derived from the market
and are addressed in the Quantitative Adjustmenis paragraph. Other items for which dollar
adjustments are more difficult to derive are addressed in the Qualitative Adjustments paragraph.

Quantitative Adjustments - The subject property and the comparables vary to some degree in
terms of project amenities, unit amenities, parking, laundry, and utilities. The following grid
ilustrates the quantitative adjustments applied to the comparables (when necessary) in order to
make the comparables similar o the subject in terms of these features. Support for our

adjustment values, when necessary, is based on our experience and recent survey of the
market area.

Adjustmenis Comp. Comparison to the Subject
Subcategory $ Adi. Subject Comp. 1 Comp. 2 Comp. 3 Comp. 4 Comp. 5
o . ProectAmeniies .
Paol $5 No No 80 Yas (§5) Yes ($5) No %0 Yes (35)
Clubhouse N/A No No 30 Ne %0 No $0 No  $0 Mo %0
Exercise facillfies $5 No Noe %0 No  §0 Yes {(§5) No  $0 No %0
Subtotal $0 ($5) (310 $0 (55}
Unit Ameniiies
Fireplace $5 No Yes {35} VYes (35) Yes (55) Yes (55) No %0
Dishwashar MNiA Yes Yes $0 Yes 50 Yes  §0 Yes 0 Yes &0
Subtotal {$5) ($5) (35) {$5) 50
Laundry
Laundry NiA Yes Yes §0 Yes  $0 Yes  $0 Yes 30 Yes 30
Washer/Dryer Hookups  $10 Mo Yes (310}  Yes ($10} No $0 Yes (310 No $0
Washer/Dryer N{A No No 50 No 50 No $0 No 50 No  $0
Subictal . @10} @y sO @iy %0
- Parking - o
Open NiA Yes Yes 30 Yes %0 Yes 30 Yes 50 Yes &0
Carport N/A No No 50 No 50 No 50 Ne  $0 Na %0
Garage N/A Mo No  §0 No  $0 No S0 No  §0 Ne  §0
Subtotal $0 $0 30 30 $0
Utilities Included in Rent

Electricity $50 Yes Mo  $50 Na  §50 Mo  §50 Mo $50 Mo $§50
Water $15 Yes No %19 No $15 Mo $15 No  $15 Ne 15
Hot Water §5 Yes No $5 Mo $5 No 55 No 35 Ne %5
Sewer 510 Yes No 510 Mo  $10 Mo §10 No  $10 No $10
Garbage $10 Yes Mo  $10 Mo  §10 Mo  $10 Ne §$10 Mo 510
Telephone N/A No No %0 No  $0 Ne B0 Mo S0 Mo 50
Gas $10 Yes Mo 10 Mo  §10 Mo  $10 Ne §$10 No  $10
Cablke/Satelite N/A No No 30 Neo %0 No 30 Mo 50 No %0
High-Speed internet %35 Mo Yes ($35) Yes ($35) Yes ($35) VYes ({$35 Yes {§35)
Subiotal $65 565 $65 $65 $65
Total Adiustments 550 $45 $56 350 360

Qualitative Adjustments - Adjustments for quality, design, appeal, and location are more
subjective. For these adjustments, a bracketing comparative process is used, which
emphasizes general upward and downward rental indicators. No specific dollar adjustments are
made due 1o the subjective nature of these adjustments and the lack of direct market evidence.
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INCOME APPROACH (CONTINUED)

Rent Comparable Adjustment Grids - The following tables adjust the comparables to the

subject property bath quantitatively and qualitatively:

CRIERArsen ta Subfeact

Frjei [SHE:S Iaztis ey

Ct T Adjustisend

Totok Adpuztad

w50

£80

&
=3
A

The BRechen Fert 040 bar s pinalte i taeanoine v 2lnas s wies b 1k ahionts o i acs nawvk 0TI i et

Comparison o Subject

No. Year Avg. Unit Overall

Units Built Quality Condition Appeal Age location Size Indicator

228 1971 Similar Similar Similar Similar Simiar Simiar Good
Branchwater Apariments 72 1963 Simiiar Simitar Superior S Oder Similar Larger High
Somerset Square Apartments 128 1973 Simtar Superar Superior Similar Inferior Larger High
e e
Bear Creel Apartmeants T4 18867 Simitar Similar Superior Similar Similar Simiar S High
Cuaker Pines Apariments 40 1868 Similar Similar Superior Similar Similar Larger High
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INCOME APPROACH (CONTINUED)

Market Rent Analysis

The following tabies summarize the various indicators of market rent, and provide the market

rent analysis and conclusions for the subject property.

Apt. Unit tUnadjusted Rent Adjusted Rent
Rent Comp, Unit Tvpe Size 5 Per SF 5 Per SF
4 Studic/0 BRI BA N/A $485 N/A $545 NiA
3 Studic/0 BR/1 BA 465 $400 $0.86 $450 $0.97
Mi ri murmn 465 $400 $0.86 $450 $0.97
Maximum 485 $495 $0.86 $545 $0.97
465 $448 $0.86 $498 $0.97
401 5450 $1.12 Asking
$453 $1.13 Aciual

Anahsis

The comparabies indicate an adiisted rent between $450 and $488 for the subject with an average of $498 per month. The
subjecl's actual rent is slightly higher than the asking renl and there is currently ore of this urit type available. The
relationship belween asking and actual rent is explaired by the fact that al tenants occupying this urit type are paying $450
per month with the excepiion of one paying $500 per month With primary weigtt on the actual average rent and supporting
emphasis on e rent comparables, we have conclded arent of $45010 reflect our estimate of the average rent achievable
by this unil type over the next 12 months.

E stimated Market Rent Conclusion:

5450

$1.12

Apt. Unit Unadjusted Rent Adjusted Rent
Rent Comp. Unit Type Size $ Per SF $ Per SF
5 Flat/1 BR!1 BA NFA $515 N/A $575 NiA
4 Flat/t BR/1 BA N/A $535 NIA $585 N/A
2 Flath BR/1 BA N/A $550 N/A $595 N/A
3 Flat/t BR/1 BA 667 %465 $0.70 $515 $0.77
1 Flatfl BR/{1 BA 704 $490 50.70 $540 50,77
Mirimum 667 $485 %0.70 $515 80.77
Maximum 704 $550 20.70 $585 $0.77
Average 686 $511 $0.70 $562 $0.77
Sl
Fiat/1 BR/1 BA 666 $a50 $0.83 Asking
$548 $0.82 Actual

Anahsis

The comparables indicate an adjusted rent between $515 and $595 for the subject with an average of 3562 per month. The
subject's actual rent is sightly below the asking rent and there is currently four of this unit type avaibblke. With primary weight
on the actual average renl and supparling emphasis on the rent comparables, we have concluded a rent of $850 o reflact

our estimate of the average rent achievable by this urit type overthe rext 12 months.

E stimated Market Rent Conclusign;

%550

30.83
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INCOME APPROACH (CONTINUED)

Apt. Unit Unadjusted Rent Adjusted Rent
Rent Comp. Unit Type Size b Per SF $ Par SF
4 Flat/z BR/1 BA N/A 3605 NA $655 NiA
5 Fiat/2 BR/1 BA NIA $620 NiA $680 NIA
2 Fiati2 BR/1 BA NIA $645 MNIA $890 NiA
3 Flat/2 BR/1.5 BA 888 $500 $0.56 $550 $0.62
1 Flat/2 BR/1 BA 890 $570 80.64 $620 $0.70
3 Flat/2 BR/2 BA 954 3550 $0.58 £600 $0.63
Mirimum 888 $500 $0.56 $550 $0.62
Maximum 954 5645 $0.84 $680 $0.70
a1 §582 £0.5¢ $633 $0.65
at/2 BR/1 BA 774 $650 30.84 Asking
3624 $0.81 Actual

Analysis

The comparabies indicate an adjusted rent betwaen $550 and $690 for the subject with an average of $§633 per month. The
subject's actual rent is below the asking rent and there is currently eighl of this unit type available. With primary weight on the
actual average rent and supporting emphasis on the rent comparables, we have conduded a rent of $640 to reflect our
estimate of the average rent achievable by this urit type over the next 12 months.

E stimated Market Rent Conclusion: $640 $0.83

Additional Income

The other income for the subject is discussed below:

Laundry - The subject property features one laundry facility with four washer and four dryers.
Laundry services generated $2,413 in 2008. The washers and dryers are owned and
maintained by Apartment Laundry Specialists (ALS). The laundry facility is cleaned and
maintained by property management. A portion of laundry revenue is allocated for ALS services.
We concluded $3,000 per vear for our analysis. Our conclusion is based on historical data with
consideration of the trend in increasing occupancy which transiaies to an increased use of the
taundry facility.

Miscellaneous - The miscellaneous income category includes application fees and late/NSF
fees. These items totaled $3,190 in 2008. We concluded based on historical data, or $3,500 per
year for our analysis, with similar consideration to increasing occupancy.

Vacancy and Credit Loss

This category accounts for the time period between tenants, as well as possible proionged
vacancies under slow market conditions. Vacancy in the subject’s area is 11.1%, according to
our survey. The subject is currently 18.9 % vacant. The historical vacancy was not available for
this analysis since the subject has undergone extensive renovations and is in a corresponding
lease-up phase. Based on the above information and contact with various developers, property
owners, and managers, a vacancy rate of 10.0 % is conciuded. This includes an allowance for
credit loss and considers concessions as necessary. This rate is applied to the unit rent
conclusions. The other income items are based on historical income that already reflects
vacancy and credit loss.
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INCOME APPROACH {CONTINUED)

Estimated Expenses

Operating expenses include those items necessary to maintain the subject property and
genarate income at the forecasted level. Expenses associated with debt financing, depreciation,
or other accouniing items are disregarded. Expenses are estimated based on one or more of
the following sources: (1) historical or projected operation of the subject; (2) comparable
expense properties; (3) published operating sources; or (4) individual suppliers. The expense
comparables reflect varying accouniing methods with respect to individual line items and
reserves for replacement expenses. On a line-item basis, due fo the variances in accounting
and classification, their applicabilily is diminished. Since the subject transferred ownership and
management in October 2007, limited historical operating data was available. It should also be
noted that the historical operating data present reflects the subject in a rehabilitation and lease-
up phase; however, capital expenditures have been separated from operating expenses. The
foliowing section provides supporling information and discusses the individual expense
conclusions for the subject property.

Year 2008
Total $iUnit
INCOME ITEM S
Reniallncome $236,664 $3,381
Laundry/V ending $2,413 $34
Miscellaneous Income $3,190 $46
EFFECTIVE GROSS INCOME $242,267 $3,461

EXPENSEITEM S

Real Cstiate Taxes $20,351 $291
Addilional Tax Charges 30 F0
nsurance 30 $0
Utililies $72,687 $1.038
Repairs and Maintenance $10.373 148
Landscaping $668 140
Turnover Expenses $a 50
Off-Site Management $9.058 %128
% of EG/ 3.7%
On-Site Management $21,367 $305
Other Salaries $38,887 $556
Fayrch Taxes/Benefits $3,040 $43
GeneraliAdministrative $13.717 $196
Reservaes $0 $0
TOTAL EXPENSES $150,148 52,716
Expenses as % EGI 78.5%
MET OPERATING INCOME $52,1192 $743
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INcOME APPROACH {CONTINUED})

COMPARABLE Comp. 1 Comp. 2 Comp 3 Comp 4 Comp.5 Low High
Expensa Year 2007 2007 2007 2007 2007 2007 2007
Nurnber of Units &0 78 152 98 34 34 152
Year Built 1984 1977 1972 1877 1980 1972 1984

EXPENSE ITEMS SUnit $MUnit $Unit $/Unit iU nit Low High
Real Eslate Taxes $315 $396 5240 $605 $583 $240 5605
Additional Tax Charges $0 $0 $0 30 $0 $0 $C
Insurance $141 $137 $127 $187 $142 $127 5187
Ulikties 5510 5726 3934 $326 $150 $150 5334
Repairs and Maintenance $719 $559 3153 $657 $600 $153 $719
l.andscaping $95 $69 $51 $0 $15 $0 %95
Turnover Expenses $33 5114 5136 50 5353 $0 $353
Off-Site M anagement $456 $0 $216 $0 $181 $0 3456

% of EGI 7.0% 0.0% 3.5% 0.0% 2.8% 0.0% 7.0%
COn-Site Management $272 $713 $290 $262 $300 3262 $900
Cther Salaries $48 3432 $333 §762 $0 30 $762
Payroli Taxes/B enefits $175 $61 $90 30 B0 $0 $175
GeneralAdmiristrative %356 $123 $289 $352 $270 $123 3356
Reserves 30 $0 $200 $125 $0 30 $200

TOTAL EXPENSES (5/Uni) $3,120 $3,330 $3,058 53,276 $3,204 $3,058 53,330
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INCOME APPROACH (CONTINUED)

COMPARABLES

5 5 ¢
$10.460,000

Analysis Price: . 00 ,750,000
Nat Cperating income: - NfA $851.,920 $1.528,360 $320,538 $116,177
Capitalization Rate: - MiA 8.1% T.5% 8.5% 10.6%
Date of Sale: - 2/26/08 5/19/08 5/19/08 2/10/09 211008
Analysis: Older Clder Qlder Listing Listing
Location: Good Good Good Good Good Good
Analysis: Similar Simitar Similar Similar Stmilar
Y ear Built {Age): 1675 1878 1984 1982 1877 1080
Analysis: Similar Similar Similar Simiar Similar
Avg. Unit Size {SF): 645 360 845 545 1,035 918
Analysis: Larger Larger Larger Larger Larger
Quality: Average Average Good Good Average Average
Analysis: Similar Superior Superior Similar Simiar
Condition: Average Average Good Good Average Average
Analysis: Simbar Supetriot Superiof Similar Similar
No. of Units: 70 62 224 415 o938 34
Analysis: Simifar Larger Larger Similar Similar
Density {Unils/Acre): 45.8 27.8 245 23.5 19.4 47.8
Analysis: Low ar Low ar Low er Lower Simitar
Overall Rate Indicatar: - NIA Low Low Sl.Low Good

The sale comparables range from 7.50% to 10.60%. The comparables were purchased at or
near stabilized occupancy and at or near market rents. A capitalization rate in the middle of this
range is supported. Based on the capitalization rates derived from the comparables above, a
capitalization rate of 8.50% is appropriate for the subject. However, these sales reflect historic
data and must be viewed in the context of the current state of the capital markets.

Capitai Market Retrospective

The 2002-2007 buli market for commercial property was largely driven by capital market
factors. Equity poured into the asset class irom many different sources. Interest rates hit historic
lows and the CMBS (Commercial Mortgage Backed Securities) market generated huge
amounts of debt capital. Consequently, asset prices nearly doubied over this period.

While the capital markets were hot, market fundamentals were negative for the first few years.
Vacancies spiked and rents dropped in the wake of the dot com bust and subsequent recession.
There was a great deal of discussion about a “disconnect” between the capital and space
markets as prices improved despite weak fundamentals.

Eventually, fundamentals began to improve and optimism was wide-spread by mid-2005. A
spike in construction costs and minimal pipeline of new development contributed to the positive
outlook. After interest rates hit their lows, lenders continually improved their terms, sased their
underwriting, and interest only loans became standard.

The smooth sailing was briefly interrupted when the housing market turned and rates spiked in
the first half of 2006. However, rates retreated quickly, buyers had pent-up demand resulting
from sirong capital inflows and lenders became extremely aggressive. Between Q4’06 and
Q2'07, the rate of price appreciation was higher than at any other time throughout the cycle.

in September ‘08, a vear after the morlgage markets seized up, the entire financial system
froze—and the already limping property investment markets suffered another tremendous blow.
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INCOME APPROACH (CONTINUED)

It became clear that the economic ramifications of the credit crunch and this ongoing de-
leveraging period would seriously undermine rent and occupancy fundamentals. Both the capital
markets and space markets started moving solidly in the same direction; down. As quickly as
property prices rose when the space and capital markets were both positive, property prices
could fall with equal force now that the space and capital markets are deteriorating.
Capitalization rates are rising, but prices are more likely to be measured as a discount to what a
property recently sold for, what its current mortgage balance is, or its replacement cost, rather
than for its yield.

Apartment Sales Activity — Investor Survey’s

According to Marcus & Millichap Real Estate Investment Services (third quarter 2008 report on
the local market), “Solid fundamentals will prop up investor demand in the local investment
market, though financing restrictions will continue to limit the number of qualified buyers and
temper sales activity through year end.” “As a result, institutions will remain dominant in the
marketplace, actively pursuing value-add opportunities near major employment hubs. In the last
12 months, cap rates have averaged in the high-4% range, though some recent transactions
have topped the mid-5% mark.” For properties sold over the 12-month span ending with mid-
year, Reis reports average cap rate and selling price at 5.3% and $194,488 per unit. Values for
the second quarier alone are nearly identical.

According to the 3™ Quarter Korpacz Investor Survey, capitalization rates for the National
Apartment Market have increased 10 basis points over the past year to 5.86%.

According to Real Capital Analytics October 2008 Apartment report, apartment property sales
have decreased significantly in 2008 vs. 2007, as depicted in the following chart.
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Source: Real Capital Analytics (Capital Trends Monthly — Apt — Oct 08)

The report indicates that the year-to-date average capitalization rate for garden apariments
surveyed is 6.3%, a 30 basis point increase over the average rate for 2007. The year-to-date
capitalization rate for the 3™ quarter 2008 is reported at 6.5%, a 29 basis point increase over the
same time period last year.

The Apartment report indicates that for every property type and across all markets, investors are
facing the same two overriding trends; declining sales transactions and falling prices.

P090111 COoPYRIGHT © 2009 PGP VALUATION INC. ALL RIGHTS RESERVED 43
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Just one market, Portland, has seen more apariment properties trade this year than last. Only a

handful of markeis have posted pricing gains, but those increases are likely due to a flight to
quality.
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INCOME APPROACH (CONTINUED)

Real Capital Analytics does not specifically cover the L.ubbock Metro Area; however ii reports a
year-to-date average cap rate for the tertiary Southwest market of 7.2% with a range between
3.4% and 10% based on 95 fransactions. By comparison, Daillas, a proximate Southwest MSA,
reporis a year-to-date average cap rate of 7.7% based on 80 transaciions.

The pro-forma income conclusions for the subject property are based on market rent and
stabilized vacancy. As such, there is average income upside potential. Based on the
capitalization rate comparables and the investor surveys, a capitalization rate of 9.00% is
indicated for the subject. This is within the comparables range (7.5% to 10.6%) and supported
by the investor surveys.

As notad, in September of 2008, the financial markets experienced another blow which has
made it more difficult for investors to obtain financing. These issues are nol reflected in the
capitalization comparables or the investor surveys previously presented. Higher capitalization
rates are aniicipated due {o these recent events.

For this analysis an upward adjustment of 100 basis points will be applied to the previously
concluded capitalization rate (8.50%) which reflects a potential buyer's additional risk of higher
vacancy and the affects of the recent turmoil in the financial markets on investor's sentiment.
Therefore the concluded capitalization rate is 3.50% (8.50% + 1.00%).

Band of Investment Technique - Because most properties are purchased with debt and equity
capital, the overall capitalization rate must satisfy the market refurn requirements of both
invesiment positions. Lenders must aniicipate receiving a competilive inierest rate
commensurate with the perceived risk of the investment or they wili not make funds available.
Lenders also require that the principal amount of the loan be repaid through period amortization
payments. Similarly, equity investors must anticipate receiving a competitive equity cash return
commensurate with the perceived risk or they will invest their funds elsewhere.

To analyze the capitalization rate from a financial position, the Band of Invesiment Technique is
used. Available financing information from lenders and the sales comparables indicates ihe
following terms:

Loan Amartizaticn Perind 30 Years
interest Rate 6.50%
Loan-to-V alue Ratic 65%

Morigage Constant 0.07585

Fauity dividend rates vary depending upon motivations of buyers and financing terms. The
previous terms and an appropriate equity dividend rate are used in the Band of Investments
calculations, which are presented on the following chart.

Mortgage Component 65% X 0.078 0.04¢
Equily Component 35% X 0.100 = 0.035
indicated Capitalizalion Rate 0.984
Capitalization Rate (rounded): 8.4%
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INCOME APPROAGH (CONTINUED)

Capitalization Rate Conclusion - The indicated overall rates by the comparable sales and the
Band of Investment Technique are discussed above. For this analysis, primary emphasis is
placed on the comparable sales, with secondary emphasis on the Band of Invesiment
Technigue. Therefore, a capitalization rate of 9.50% is concluded for this analysis.

Diirect Capitalization Conclusion

The table on the following pages summarizas the Direct Capitalization Method and its value
conclusion.
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INCOME APPROACH (CONTINUED)

income kems Uni Mix  Market Rent Manthby Annuzl
Rentat Income
Studio/d BR/1 BA 18 $450 58,550 $102,600
Flat/1 BRA BA i8 $550 $9.900 5118,800
Flali2 BRI BA 33 $640 $21,120 $253,440
Total Rental Income 70 §565 $39,570 $474,840

Other ncome

Laurdny/Vending $250 $3,000
Miscelaneous Ircome $292 $3,500
' Tofal Other Income $542 $6,500

Vacancy & Credit Loss
Renlal income 10% $3,957 $47,484
QOther income 0% $0

Total Vacancy & Credit Loss 10% $3,957

Estimated Expense tems Yot PGI %ofEG  Total Per Unit Per 5F
Real Estate Taxes 8.5% 95% $41,085 $587 $0.91
irsurance 2.2% 2 4% $10500 5150 $0.23
Utiftes 14.5% 16.1% $70,000 $1,000 $155
Repairs & Maintenance 51% 58% $24,500 $350 50 .54
Landscaping 0.1% 02% $700 $10 50.02
Turnover Expenses 1.5% 16% $7.000 $100 $0.18
Off-Site Management 3.2% 35% $15,185 $217 30.34
On-Site Maragement 4.4% 48% $21,000 3300 3047
Other Salaries 7.3% 8.1% $35,000 $500 $0.78
Payroll Taxes/Benefits 0.7% 08% $3,500 550 $0.08
Gereral Administrative 2.9% 32% $14,000 $200 $0.31
Reserves 1.8% 200% 38677 5124 50.19

Total 522% 57 9% 251,147 $3,588 $5.58

Valuation of Incomne NOI Divided by Cap. Rate Equals Value

$182,709 9.50% $1.923 254
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This approach is based on the principle of substitution. This principle states that no one would
pay more for the subject property than the value of similar properties in the market. In active
markets with a large number of sales that are physically similar comparables, this approach is
generally a good indicator of value. In this section, the market value of the subject property will
be estimated by comparing improved sales to the subject property on a price per unit basis.

Selection of Comparables

A thorough search was made for similar improved sales in the area. The sales were selected
due to their similarities in appeal, location, and quality. In selection comparabies, emphasis was
placed on finding the most recent sales of apartment complex properties that are similar to the
subject property in terms of location, quality, age, condition, and income-producing potential.
With a limited number closed sale available in Lubbock, we have considered three closed sales
and two listing in our analysis. The comparables selected for this analysis were the best
comparabies available to us as of the date of this repott. The sales used represent the best
comparables available for this analysis.

Adijustments

The analysis price indicated for each of the comparable sales in the Sales Comparable
Summation Table and the Sales Comparable Analysis Table is based on an analysis of the
sales for property rights transferred, financing terms, conditions of sale, and expenditures
immediately after purchase. In addition to the above elements of comparison, additional
quantitative adjustments are used in this anaiysis. They are reflected in the Sales Comparable
Analysis Table. The Perceniage Adjustment Table below summarizes the percentage
adjustments used in this analysis.

Similar Sk Superior Supenor

Location 10% 0% -5% -10%
Quality 10% 0% -5% -10%
Condition 10% 0% -5% =10%

Category Clder Sl Oider Similar Si. Newer Newer
Year Buill 10% 5% 0% T 5% -10%
Dale of Sak -10% -5% 0% - -

Category Smaller SL Smaller Similar 51, Larger Larger
Average Unit Size 10% 5% 0% -5% -10%
No. of Units -10% -5% 0% 5% 10%

Category Lower 5l. Lower Similar Sl1. Higher Higher
Density (unitsfacre) -10% -5% 0% 5% 10%

Presentation

in the following discussion, the physical differences and similasities between the subject
property and the comparables will be discussed. The comparables presented are considerad
the best available for analysis. Following the Sale Comparable Summation Table, Sale
Comparable Map and Sale Comparable Datasheets, a discussion of the Price per Unit method
will be presented. In the following discussion, the physical differences and similarities between
ihe subject property and the comparables will be discussed. All of the sales are considered o
he cash equivalent transactions.
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SALES COMPARISON APPROACH {CONTINUED)

Sale Date No. Units Avg. SF EG1 Expenses NOI per Price per Cap. Gl
Analysis Price )’r. Brlr.r Occup. % NOI E h EGI it/ &F) L F) Rate EGIV

it/

2izpr2008 B2 800" NiA A TUNIA WA

7908 Indlana Place $1,275,000 1978 NiA NiA N A
Lubboek, TX

L S ~,~‘;g;'_:

M eridian Park Apariments 5192008 224 845 $1.583,071 $731.151 $3.803 $46,686 8.1% 5.9

§710 4th Street $10,460,000 1984 36% $851920 46% $4.50 $55 6.6
Lubbock, TX

' Ealie

Willow H#l Apartments 5/19/2008 415 865 $2,750,387 51,222,027 53,883 548,816 7.5% 6.3

4421 82nd Sirest 820,300,000 1982 95% $1.528,360 44% 54,26 £57 7.4
Lubbock, TX

21042008 98 1,035 5641679 5321141 53271 $38 265 8.5% 5.3

4901 4th Sireat $3,750000 1977 BE% $320638 0% $3.18 537 5.8
Lubbock TX

fedar Ridge 211072009 34 916 $234 408 5118231 33,417 $32,353 108% 4.2

5430 50th Straet $1,100,000 1980 B0% $116,177 S0% $3.73 $35 4.7

Lubbock, TX
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SALES COMPARISON APPROACH (CONTINUED)

SALE COMPARABLE MaAP
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SaLES COMPARISON APPROACH (CONTINUED)

T

Coachhte Apartmenis

Address: 7906 Indiana Place
City, State: tubbock, TX 79423

APN: R55158

o

Sak o

Sales Price: $1,275,000 Anaiysis:  $1,275,000
Sale Status: Recorded DOM: 208 Days
Contract Date: 2/26/2008
Transaction Date:  2/26/2008
Buyer: Mantooth, John T and Amanda L
Seller: Bowden Properties Ltd
Financing: Cash Equivalent 1D3#: 385646
Conditions of Sale: None reported Name:
Recording No: 6661-62 Rights:  Fee Simple  SoUrce: CoStar
Phane No. / Date: { 2110/2009
Down PMT; $0 Down %; 0%
iyl A e .
Project Design:  Garden No. Units: 52 Total  Per Unit Per SF
Renl Type: Market Rents  Year Builk: 1978 Rent Income 30 $0 §0.00
Project Size: g?:,}592 (NRA  Avg. Unit Size: 800 SF Other incorme: 30 $0 $0.00
Potential Gross Income: 30 $0 $0.00
Density: 27.80 {Units per Ac} Vacancy & Credit Loss: $0
Con.structlon: - Weod Woad Built-up Effective Gross Income- 50 50 50.00
Ft_owct Amanities . . Expenses: $0 $0 $0.00
* Poal . Clubhouse _Playground Net Operating Incorne: 50 $0 $0.00
Exercise Tennis Ct Elevator
Basketball - Raquetball  Laundry Occupancy at Sale: 0%
__ Business Ctr " Sauna B Tanning ' Spa Expense % PGl / EGI: 0% 0%
Qther:

Income Source:
Unit Amenities

Expense Source:

_"Security Alarm Storage Fireplace
% Deck/Palio ~ Dishwasher  Disposal 2] _
Vaulted Ceilings ~ W/D Hookup ~ W/D AC $20,565/ Unit  $25.71/SF
Other: ' Capitalization Rate: 0%
Security PGIM / EGIM: 0.00 0.00
Perm. Fence N Galed ~ Security Patrol ' '
QOther:
) Description BR/BA 1\.!0 Ayg.
Parking  # Spaces  Ratic: 0.97 Units Size
Open 60
Garage o
Covered = 0
Qther 0

A

This is the listing of a 82 unit complex located off Indiana Drive, south of the 289 Loop in the Scuthwest portion of Lubbock. Inceme
and expense data were not available.
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SaLEs CoMPARISON APPROACH (CONTINUED)

_ Apartment Sale 2

nation
Meridian Park Apartments

Name:

Address: 5710 4lh Street
City, State: Lubbock, TX 79416
APN: R58906

Sales Price: $10,460,000 Analysis:  $10,460,000

Sale Status: Recorded DOM: 201 Days

Contract Date: 5/18/2008

Transaction Date:  5/19/2008

Buyer: Lubbock Meridian Parlk, LP

Seller: US Housing Partners VI, LP -

Financing: Cash Equivalent [Erhadl AL ID #: 389647

Conditions of Sale: None reported

Recording No: N/A Rights: ~ Fee Simple Source: Seller's Broker
Phone No. / Date: [ 2/10/2009

Down PMT: $2,002,000 Down %: 20%

Project Design:  Garden No. Units: 224 Total Per Unit Per SF
Rent Type: Market Rents  Year Buiit: 1984 Rent Income $1,671,840 $7,464 $8.83
Project Size: ;13;8:9,384 (NRA  Avg. Unit Size: 845 SF Other Income: $106,000 $473 $0.56
) Potential Gross Income:  $1,777,840  $7,937 $9.39

Demalty: EubU (il per i) Vacancy & CreditLoss:  $194,769
Qonslantny  Viepdiles g Effective Gross Income: ~ $1,583,071  $7,067 $8.36
Project Amenities

i = i - i Expenses: $731,151 $3,264 $3.86
‘% Poo __Clubhouse | Playgroun . )

X Exercise TTemnisCt Elevator Net Operating Income: $851,920 $3,803 $4.50
. Basketball _Raguetball  x Laundry Occupancy at Sale: 96%

__Business Ctr  Sauna __ Tanning _ Spa Expense % PGl /! EGI: 41.1% 46.2%

Other: Income Source: Seller's Pro Forma
Unit Amenities Expense Source: Seller's Pro Forma

_ Security Alarm 'Storage ~_Fireplace & s

x Deck/Patio % Dishwasher x Disposal . ___ = .

Vaulted CEITII'IQS XWI'D HOOkUp WJ'D 7?( AC Price per Unit/ SF $48,696 { Unit 55523 /SF
Other: Capitalization Rate: 8.14%
Security PGIM / EGIM: 5.88 6.61

- ‘:Perm. Fence i ‘Gated | Security Patrol

Other:

i , Description ~ BR/BA No Ave,

Parking #Spaces Ratio: 2.29 Units Size

Open - 512 ;

Garage ' . 9 ]

Covered ) 0_ )

Other 0

marks

This complex is located northeast of the 289 Loop along 4th Street in the Northwest portion of Lubbock. Income and expense data
is based on seller's pro-forma.
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SALES COMPARISON APPROACH ({CONTINUED)

i

Name:

Willow Hiill Apariments

Address: 4421 82nd Street
City, State: Lubhocl, TX 79424
APN: R27320

$20,300,000

Sales Price: Analysis:  $20,300,000
Sale Status: Recorded DOM: 201 Days
Contract Date: 5/18/2008

Transaction Date:  5/19/2008

Buyer: Lubbock Meridian Park, LP

Seller: US Housing Partners VI, LP

Financing: Cash Equivalent

Conditions of Sale: None reported

Recerding No: N/A Rights: Fee Simple
Down PMT: $4,060,000 Down %: 20%
Project Design:  Garden No. Units: 415

Rent Type: Market Rents  Year Built: 1882

359,030 (NRA  Avg. Unit Size: 865 SF
5F)

23.50 (Units per Ac)
Wood Stucco Built-up

Project Size:

Density:
Construction:

Project Amenities

l)riﬂ‘Pocl Clubhouse Playground
x Exercise % Tennis Ct _ :Elevator
__Basketball ~Raguetball  x Laundry
_ Business Ctr ~ Sauna Tanning Spa
Cther:
tnit Amenities
'7 "Security Alarm ' Storage _ Fireplace
x Decl/Patio X Dishwasher x Disposal
Vaulted Ceilings 3 W/D Hookup  W/D x AC
Other:
Securify
Perm. Fence Gated . Security Patrol
Qther:
Parking # Spaces  Ratio: 1.20
Open 500 -
Garage 0
Covered 0
Other &
7

2 1D #: 380648
Name:
Source: Seller's Broker
FPhone No. / Date: { 2M0/2000

Tetal  Per Unit Per SF

Rent Income 53,003,807 §7.238  $8.37
Other Income: $229,000 $552 $0.64
Potential Gross Income:  $3,232,807 $7,790 $9.00
Vacancy & Credit Loss: $482,420
Effective Gross Income:  $2,750,387  $6,627 $7.66
Expenses: $1,222,027 $2,945 $3.40
Net Operating Income: $1,528,360 $3,683 £4.26
QOceupancy at Sale: 85%
Expense % PG/ EGI: 37.8% 44 4%
Income Source: Aclual
Expense Source: Aclual
7 ' ¥ K
F’rice‘per Unit/ SF 548,916 / Unit $56.54 / GF
Capitalization Rate: 7.53%
PGIM / EGIM: 6.28 7.38
Description BR/BA Unhijtg g\ife

based on seller's pro-forma.

This complex is located south of the 288 Locp along 82nd Street in the Southwest portion of Lubbock. income and expense data is
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SaLES COMPARISON APPROACH (CONTINUED)

Stratford Place

Address: 4901 4th Street
City, State: Lubbock, TX 79418
APN: R31974

b

Sales Price: $3,7000 Analysis:  §3,750,000
Sale Status: Listing DOM: 270 Days
Contract Date:
Transaction Date:  2/10/2009
Buyer: Active Listing
Selter: McDougal Companies
Financing: Listing L D #: 389644
Conditions of Sale: Listing game: S
Recording No:— Listing Rights:  FeeSimple  Z0B, 1 e 505 703.0703 / 2/10/2000
Down PMT: $0 Down %: 0%
Pject Design:  Garden No. Units: 98 Total ~ PerUnit  Per S
Rent Type: Market Rents  Year Buill; 1977 Rent Income $704,424  §7,188 $6.94
Project Size: 180;,430 {NRA Avg. Unit Size: 1,035 SF QOther income: $8,553 587 $0.08
) Potential Gross Income: $712,877 $7,275 $7.03
Density- 19.40 (Units per Ac) Vacancy & Credit Loss: $71,208
Construction:  Masonry Brick Buill-up Effective Gross Income:  5641,679  $6,548  $6.33
Project Amenities , Expenses: $321141  $3,.277 $3.17
2 -Ezgcise %‘ﬂsoge - E:Zig:g:j"d Net Operating Incoms: ~ $320,538  $3,271 53.16
" Baskethall ~ ‘Raquethall x Laundry Qccupancy af Sale: 85.7%
" Business Ctr  Sauna Tanning o Spa Expense % PGl/EGE: 45% 50%
Other: ) Income Source: Seller's Pro Forma
Unit Amenities Expense Source: Seller's Pro Forma
'i-Security Alarm "”‘Storage Fireplace o W%ﬁ* 2
Deck/Patio x Dishwasher x Disposal 2 e =t
Vaulted Cei\ings.' WD Hookup | W/D A Price per Unit/ SF $38,265 / Unit $36.97 / SF
Other: Capitalization Rate: 8.55%
Security PGIM / EGIM: 5.26 5.84
-“.Perm. Fence ) Gated Security Patro}
omher: Descripion  BR/BA No Avg.
Parking # Spaces  Ratio: 1.97 R — Units __Size
v Fiat 2 BRIZ BA 98 1,035
Open 193
Garage 0
Covered O
Other 0 7_

This is the listing of a 98 unit complex located along 4th Street in the Northwest portion of Lubbock. Income and expense
projections are based on seller's pro-forma.
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SaLEs COMPARISON APPROAGH (CONTINUED)

Name: Cedar Ridge

Address: 5430 50th Strest
City, State: Lubbock, TX 79416
APN:

R132855

To=]

$1,100,000

Sales Price: Analysis:  $1,100,000
Sale Status: Listing DOM: 250 Days
Contract Date:

Transaction Date:  2/10/2009

Buyer: Active Listing

Seller: MC Cedar Ridge LC

Financing: Listing

Conditions of Sale: Listing

Recording No: Listing Rights: Fee Simple
Down PMT: $0 Down %: 0%

Project Design:  Garden

No. Units: 34
Rent Type: Market Rents  Year Built: 1980
Project Size: g‘;:,;ﬁg (NRA  Avg. Unit Size: 916 SF

Density:

Construction:

47.90 (Units per Ac)
Wood Stucco Built-up

Project Amenities

__Pool :T'CIubhouse ::i;_'PIayground
__ Exercise - TennisCt  Elevator
_Basketball ~ Raquetball x Laundry B
_ Business Ctr - Sauna __ Tanning ~ Spa
Other:
Unit Amenities
Security Alarm Storage = Fireplace

_ Deck/Patio x Dishwasher x Disposal )
Vaulted Ceilings ' x W/D Hookup ~ W/D x AC

QOther:
Security

& Perm. Fence Gated B Security Patrol
6t'her: o

Parking  # Spaces  Ratio: 3.24

Open 110

Garage b

Covered | n d

Other ?_”7 6

=4

Apartment Sale 5

ID #: 389645

Name:
Source:
Phone No. / Date:

Seller's Broker
972.980.4800 / 2/10/2008

Total

Per Unit Per SF
Rent Income $255,000 $7,500 $8.18
Other Income: $4,908 5144 $0.16
Potential Gross Income: $259,908 $7.644 $8.34
Vacancy & Credit Loss: $25,500
Effective Gross Income: $234,408 $6,894 $7.52
Expenses: $118,231 $3,477 $3.79
Net Operating Income: $116,177  $3,417 $3.73
Occupancy at Sale: 90%
Expense % PGI / EGI: 45.5% 50.4%
Income Source: Seller's Pro Forma
Expense Source: Seller's Pro Forma

; Pﬁ il R ,:

Price per Unit/ SF $32,353 / Unit  $35.30/ SF
Capitalization Rate: 10.56%
PGIM / EGIM: 4.23 4.69
Description ~ BR/BA Uni\iltg ‘grzge
Flat 1 BR/1 BA 1 700
Flat 2BR/2 BA 33 923

This is the listing of a 34 unit complex located off Slide Road in the Southwest portion of Lubbock. Income and expense projections

are based on seller's pro-forma.
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SALEs COMPARISON APPROACH {CONTINUED)

Analysis of Comparable Sales

The grid below details the comparables and displays quantitative (percentage) adjustments that
account for differences between the comparables and the subject.

CONMPARABLES Kh

E

o S : 1B L s i i
Analysis Price: - $1,275,000 $10,460,000 $20,300,000 $3,750,000 51,100,000
Analysis Price/Unit: - $20,565 548,696 $48,915 $38,.265 $32,353
Analysis Price/SF: - 526 555 $57 $37 $35
Date of Sak: - 2126108 511808 5/19/08 2/10/09 2/19/09
Analysis: Older Older Oder Listing Listing
% Adjustment -10% -10% -10% -10% -10%
Location: Good Average Good Good Good Good
Analysis: irferior Similar Similar Similar Similar
10% 0% 0% 0% 0%
Year Built (Age): 1975 1978 1984 1982 1977 1980
Anaiysis: Similar Similar Similar Simiar Similar
0% 0% 0% 0% 0%
Avg. Unit Size {SF): 645 800 845 865 1,035 916
Anaiysis: Larger Larger Larger Larger Larger
-10% -10% -10% -10% -10%
Quaiity: Average Average Good Good Average Average
Analysis: Simiar Superior Superior Similar Simitar
0% -10% -10% 0% 0%
Condition: Avarage Average Good Good Average Average
Analysis: Similar Superior Superior Similar Similar
0% -10% -10% 0% 0%
No. of Units: 70 62 224 415 98 34
Analysis: Sirnilar Larger Larger Similar Similar
0% 10% 10% 0% 0%
Density {uniis/acre): 458 27.8 24.5 235 194 47.9
Analysis: Lower Lower Lower Lower Simitar
-10% -10% ~10% -10% 0%
NQI/Urit: $2.5610 NIA 53,803 $3.683 33,271 53,417
Analysis: Simitar Higher Higher Higher Higher
Ad). Price per Unip: - 516,657 $29,419 $30,817 $27,551 526,206
Adj. Price per S$F: - 525 $45 %48 $33 535

“The analysis price is first adjusted for date of sale, and lhen muliplited by the total net adustment % for the rermairirg categories.
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SALES COMPARISON APPROACH {CONTINUED)

Conclusion

The following table iltustrates how the subject property is bracketed by the comparables on a
price per unit basis and displays the price per unit valuge conclusion. The following table
illustrates how the subject property is bracketed by the comparables on a price per unit basis
and displays the price per unit value conclusion. The comparables indicate a value range of
$16,657/unit to $30,817/unit. The subject should be above Comparables 1 and below
Comparables 2 and 3 based on the previous analysis. A price per unit near the middle of this
range, or $27,500/unit is appropriate and concluded. The indicated market value by the Price
per Unit method is $1,930,000 ($27,500/unit x 70 Units).

J

Anal. Price/Unit Date of Sale Adj. Subtotal Adj. Price init
$20,565 -10% $18,508 -10% 516,657
%46 696 -10% $42,027 -30% $29,419
%48 916 =10% $44,024 -30% 530,817
$38,265 0% $38,265 -20% $30,612
$32,353 0% $32,353 -10% $28,118

Statistical Analysis {(Adj. PricefUnif)
Low §16657 Median  $29,419
High $30,817 Average $27,325

Concluded PricefUnii No. Units Value
27,500 X 70 = $1930,000

PGa0111
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The analysis of Value Caonclusions is the final step in the appraisal process and involves the
weighing of the individual valuation technigues in relationship to their substantiation by market
daia, and the reliability and applicability of each valuation technique to the subject property.

The Cost Approach is not a valid indicator of value for the subject property, and has been
excluded from this analysis. The Cost Approach was not utilized in this analysis, because
investors of properties of this type and age do not typically utilize a Cost Analysis in their
decision making. in addition, the lack of market based support for a reliable estimate of accrued
depreciation further diminishes the validity of this approach. The elimination of the Cost
Approach does not diminish the reliability of the value conclusion.

The Income Approach to value is generally considered to be the best and most accurate
measure of the value of income-producing properties. The value estimate by this approach is
based upon the premise that income-producing properties are owned for their income-producing
ability. As such, they best reflect the analysis which knowledgeable buyers and sellers carry out
in their decision-making processes regarding this type of property. In this case, the market data
used in this analysis is reliable. A reliable analysis of expenses was performed. Market sales
data and market financing data and also allowed for a reliable conciusion of the capitalization

rate. The value conclusion from the Income Approach is given primary weight in the final value
conclusion.

This approach is based on the principle of substitution. This principie siates that no one would
pay more for the subject property than the value of similar property in the market. This approach
analyzes sales of comparable properties with regard io the naiure and condition of each sale.
Comparisons are made for varying physical characteristics. The Sales Comparison Approach is
an applicable method for valuing the subject and is used in this analysis. However, recognizing
that Lubbock does not reflect an active market with a large number of sales, and that investors
of similar properties typically place most emphasis on the Income Approach, the vaiue by the
Sales Approach is given secondary emphasis in the final value conclusion.

After considering all factors relevant fo the valuation of the subject property, with primary weight
on the Income Approach, the concluded prospective stabilized value is presented in the
following table. Qur indicated date of value represenis our prospeclive dale we anticipate the
subject will achieved stabilized occupancy, based on our previously discussed absorption rate
of three units per month and concluded stabilized occupancy of 90%.

ost Approac Not Presented
Income Approach $1,920,000
Sales Comparison Approach $1,930,000
Date of Value Value Conclusion{s)
Prospective Market Value at Stabilization 411072008 $1,920,000

The subject is currently listed for sale at $2,000,000 ($28,57 t/unit) with duration on the market
of over six months. However, it should be iterated that the owners are not actively marketing the
subject and do not represent a motivated seller. Based on our concluded market value from this
report, the listing price is near market,
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The previous prospective market value conclusion reflects the subject at stabilized occupancy.
n order to estimate the As-Is Value, deductions are necessary. The deductions are discussed
below, which are then followed by the as-is value conclusion.

Deferred Maintenance

Based on our inspection of the subject property, the subject property has various items of
deferred maintenance. According to discussions with the owner, the cost to repair these items is
approximately $25,000. it is assumed this estimate is accurate and appropriate to repair all
deferred maintenance items.

Rent Loss

As previously indicated the subject property is below stabilized occupancy. The reni loss is
calculated by multiplying the market rent by the number of units that must be rented to reach
stabilized occupancy. The subject property is currenily 81.1% occupied and will achieve
stabilized occupancy of 80% after four more uniis have been rented. As previously stated in the
report, the concluded absorption rate for apartment units in the subject's market is three spaces
per month. The fotal rent loss is estimated to be $1,705.

Marketing

Additional marketing will be necessary to fill the spaces. Based on typical marketing expenses,
$1,000 per unit is considered appropriate for marketing, which includes concessions necessary
io lease the units. The total marketing costs are estimated $6,000.

Profit
Profit is estimated at 15% of the above costs, which is typical for cash on cash expectations by

multi-family investors in the market. This profit reflects the risk to an investor of bringing an un-
stabilized property to stabilized accupancy. The total profit is estimated at $1,156.
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As-is VALUATION {CONTINUED)

Conclusion

The following table summarizes the cosis associated with the fease-up/absorption period. It also
presents the deduction from the prospective market value at stabilization. The detailed Lease-
Up Table is presented below.

Prospective Market Value at Stabilization $1,920,000

iess:
Deferred Maintenance $25,000
Rent Loss 51,705
Marketing %6,000
Profit 31,156
Total Deductions $33,861
As-ls Market Value {rounded) $1,890,000

T cial Units 70 Units Preleased/Occupied 57
Absorpiion Raie 3 Units/Mo. PGl per Unit per Month 5573
Stahilized Occupancy 90% Piscount Rate 10.00%
Uniis RentLoss PV of
Month Units Absorbed Remaining Units Gcoupled  (per month) RentLoss
1 3 3 G0 51,719 31,705
2 3 0 63 $0 30
TotalbLostincome $1,705
Pus: Markeling $1,000/unit $6,000
Profit 15% 51,156
Total {rounded) $49,000
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At the client's request, we have included an estimate of the insurable replacement cost estimate
of the subject improvements, The insurable value represents the replacement cost new, of the
subject improvements, as defined by Marshall Valuation Service, exclusive of land value and
profit, and the cosis associated with excavation, site work, foundations and architects fess.

Insurance coverage is usually specific to a given project. We have not been provided with the
specific policy requirements, which limit the reliability of the conclusion. Insurable Replacement
Cost Estimate is a matter of underwriting as opposed to valuation. Users of this report should

not misconstrue the conclusion of insurable replacement cost to be an indication of market
value.

li is also noted that the insurable estimate is made using base costs and multiplier adjustments
ior market conditions and location from Marshall Valuation Service, which is assumed io
accurately reflect replacement cost of the subject. We assume no liability as to the subject's
insurable replacement cost and recommend that an estimate from a reputable insurance
company be obtained if further assurance is required.

The methodology summarized below mirrors the format provided by the client with the exception
that costs for each of the individual buildings is not concluded. As noted previously in this report,
the appraisers did not have access to plans; nor did they have access to the Engineers report.
As such, the aggregate size of the improvements (including common huildings) was utilized to
derive an insurable cost.

The following chart summarizes the insurable replacement cost estimate:

Marshall Valuation Service Sec./Page/Class 12716/ D0
Quality Rating Average
Gross Buiding Area 45,149 SF
Base Cost (per SF} $61.90
Square Foot Refinem ents
Appliances 55.69
Heating And Coaling $3.55
Subtotal s71.14
Height and Size Refinements
Height par Story Multiplier 1.000
Acrea Multiplier 1.030
Subtatal $73.27
Cost Multipliers
Current Cost Muitipfier 1.010
Lecal Multiplier 6.870
Fina! Sguare Foot Cost $64.39
Base Improvement Cost 52,306,965
Non-.perishahle ltem s 10% of Total Replacement Cost {$290,687}
Insurable Reglacement Cost Conclusion 2,616,269
Rounded $2,626,600
Cast per Unit $37.429
Cost per 3F $58.03
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We certify that, to the best of our knowledge and belief:

The statements of fact contained in this report are true and correct.

The reporied analyses, opinions, and conclusions are limited only by the reporied
assumptions and limiting conditions, and is the signei’s personai, impariial, and unbiased
professional analyses, opinions, and conclusions.

The signers of this repori have no present or prospective interest in the property that is the
subject of this report, and no personal interest with respact {o the pariies involved.

The signers have no bias with respect to the property that is the subject of this report or o
the parties involved with this assignment.

The engagement in this assignment was not contingent upon developing or reporting
predetermined results.

The compensation for completing this assignment is not contingent upon the development
or reporting of a predetermined value or direction in value that favors the cause of the client,
the amount of the valiue opinion, the atlainment of a stipulated resuli, or the occurrence of a
subsequent event directly related to the intended use of this appraisal.

The analyses, opinions, and conclusicns were developed, and this report has been
prepared, in conformity with the requiremenis of the Code of Professional Ethics and
Standards of Professional Appraisal Practice of the Appraisal Institute, and the Uniform
Standards of Professional Appraisal Practice, as set forth by the Appraisal Standards Board
of the Appraisal Foundation.

Matthew Steffen made a personal inspection of the property that is the subject of this report.
Stan E. Wolf, MAI and Philip L. Stefien, MAI did not make a personal inspection of the
subject but are familiar with the market area, contributed to the anatysis; thoroughly
reviewed the report and concurs with the content and conclusions of value.

Matthew Steffen provided significant real property appraisal assistance fo the persons
signing this certification.

The use of this report is subject to the requirements of the Appraisal Institute relating to review
by its duly authorized representatives. As of the date of this appraisal, the designated MAI
signing this report is currently certified under the continuing education program of the Appraisal

Institute.
Stan E. Wolf, MAI Phiiip L. Steffen, MA]
Certified General Real Estate Appraiser Certified General Real Estate Appraiser

State of Texas License #TX-1337486-G
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These definitions were extracted from the following
sources or publications:

s The Dictionary of Real Estate Appraisal, Fourth
Edition, Appraisal Institute, Chicago, lllinots, 2002
(Dictionary).

s Uniform Standards of Professional Appraisal
Practice, 2006 Edition (USPAF).

¢ The Appraisal of Real Estate, Twelfth Edition,
Appraisal Institute, Chicago, llinois, 2001 (12”'
Edition).

s Marshall Valuation Service, Marshall & Swift, Los
Angeles, California (MVS).

Absoluie Net Lease
A lease in which the tenant pays all expenses
including structural maintenance and repairs; usually a
long-term lease o a credit tenant. {Dictionary)}

Accrued Depreciation
The difference between the reproduction or
replacement cost of the improvemenis on the effective
date of the appraisal and the market value of the
improvements on the same date. (Dictionary)

Ad Valorem Tax
A real estate tax based on the assessed value of the
property, which is not necessarily equivalent to is
market value. (12" Edition)

Aggregate of Retail Values (ARV)
The sum of the appraised values of the individual units
in a subdivision, as if all of the units were completed
and available for retall sale, as of the date of the
appraisal. The sum of the retasil sales includes an
allowance for lot premiums, if applicable, but excludes
all allowances for carrying costs. (Dictionary)

Arm’s-length Transaction
A transaction between unrelated pariies under no
duress. (12" Edition)

As-lIs Value
The value of specific ownership rights to an identified
parcel of real estate as of the effective date of the
appraisal; relates to what physically exists and is
legally permissible and excludes all assumptions
concerning hypothetical market conditions or possible
rezoning. (Dictionary)

Assessed Value
The value of a property according to the tax rolis in ad
valorem taxation; may be higher or lower than market
value, or based on an assessment ratio that is a
percentage of market vatue. (12" Edition)

Average Daily Room Raie (ADR)
In hotel analysis, total guest room revenue divided by
the total number of occupied rooms. (Dictionary)

PGP

TALRATGN T

Band of Investment
A technique in which the capitalization rates attributable
to components of a capital investment are weighted and
combined io derive a weighted-average rate attributable
fc the total investment. (Dictionary}

Cash Equivalence

A price expressed in terms of cash, as distinguished
from a price expressed totally or partly in terms of the
face amounts of notes or other securities that cannot be
sold at their face amounts. Calculating the cash-
equivalent price requires an appraiser to compare
transactions involving atypicat financing to transactions
involving comparable properties financed at typical
market terms. (Dictionary)

Common Area
The total area within a property that is not designated
for sale or rental but is available for common use by all
owner, tenant, or their invitees, e.g., parking and its
appurtenances, malls, sidewalks, landscaped areas,
recreation areas, public toilets, truck and service
facilities. (Dictionary)

Coniract Rent
The actual rental income specified in a lease; may be a
combination of base rent, percentage rents, and
expense reimbursements. (12" Edition)

Cost Approach

A set of procedures through which a value indication is
derived for the fee simple interest in a property by
estimating the current cost to construct a reproduction of
(or replacement for) the existing structure, including an
entrepreneurial profit, deducting depreciation from the
total cost, and adding the estimated land value.
Adiusimenis may then be made to the indicated fee
simple valus of the subject property to reflect the value of
the property interest being appraised. (72m Edition)

Curable Functional Obhsolescence
An element of depreciation; a curable defect caused by
a flaw in the structure, materals, or design. (Dictionary}

Debt Coverage Ratio (DCR)
The ratic of net operating income fo annual debt
sarvice; measures the ability of a property to meet its
debt service oui of net operating income; also called
debt service coverage ratic (DSCR). (Dictionary)

Deferred Maintenance
Curable, physical deterioration that should be corrected
immediately, although work has not commenced;
denotes the need for immediate expenditures, but does
not necessarily suggest inadequate maintenance in the
past. (Dictionary}

Depreciation
In appraising, a loss in property value from any cause;
the difference batween the cost of an improvement on
the effective date of the appraisal and the market vaiue
of the improvement on the same date. (Dictionary)
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Diirect Cosis
1. Expenditures for the labor and materials used in the
construction of improvements;
2. The labor, material, subcontracior, and heavy
equipment costs directly incorporated  inte  the
construction of physical improvemenis. (R.S. Means}
Also called hard costs. {Diclionary)

Discounted Cash Flow (DCF} Analysis
The procedure in which a discount rate is applied to a
set of projected income streams and a reversion. The
analyst specifies the guaniity, variability, timing, and
duration of the income streams as well as the quantily
and fiming of the reversion and discounts each to its
present value at a specified yield rate. DCF analysis
can be applied with any yleld capitalization technique
and may be performed on either a lease-by-lease or
aggregate basis. (Dictionary)

Discount Rate
An interest rate used to convert future payments or
receipts into present value. The discount rate may or
may not be the same as the internal rate of return {IRR}
or yield rate depending on how it is extracted from the
market and/or used in the analysis. See also risk rate;
safe rate; yield rate (Y}, (Dictionary)

Easement
An interest in real property that conveys use, but not
ownership, of a portion of an owner's property. Access
or right of way easements may be acquired by private
parties or public ulilities. Governments dedicate
conservation, open space, and preservaticn
easements. {Dictionary)

Effective Age
The age of property that is based on the amount of
chserved deterioration and obsolescence it has
sustained, which may be different from its chronologicat
age. (USPAP)

Effective Date
The date at which the analyses, opinions, and advice in
an appraisal, review, or consulting ssrvice apply.
(USPAP)

Effective Date

The rental rate net of financial concessions such as
periods of no rent during the lease term; may be
calculated con discounted basics reflecting the time
value of monay, or on a simpie, straight-line basis. (72"
Edition)

Economic Life

The period over which improvements ic real property
contribute to property value; the ferm relates to the
market extraction and age-life methods of estimating
depreciation. (12" Edition)

Effective Gross Income (EGH)

The anticipated inceme from all operations of the real
property after an allowance is made for vacancy and
coliection losses. Effective gross income inciudes items
constituting other income, i.e., income generated from
the operation of the real property that is not derived
from space rental (e.q., parking rental or income from
vending machines). (Diclionary)

Effective Gross Income Multiplier (EGIM)
The ratio between the sale price (or value) of a property
and its effective gross income; a single year's EGI
expectancy or an annual average of several years' EG!
expectancies (EGIM = V/EGY). (Dictionary)

Eminent Bomain

The right of government to take private property for
public use upon the payment of just compensation. The
Fifth Amendment of the U.S. Constitution, also known
as the takings clause, guarantees payment of just
compensation upon appropriation of private property.
(Dictionary)

Entreprenesurial Incentive
A market-derived figure that represents the amount an
enbrepreneur expects to receive for his or her
contribution to a project and risk. (12" Edition)

Entrepreneurial Profit

A market-derived figure that represents the amount an
entrepreneur receives for his or her contribution to a
project and risk; the difference between the total cost of
a property (cost of development} and its market value
(property value after completion), which represents the
enfrepreneur's compensation for the risk and expertise
associated with development. (12" Edition)

Excess Land
In regard to an improved site, the fand not needed to
serve of support the existing improvement.

In regard to a vacant site or a site considered as though
vacant, the land not needed to accommodate the site’s
primary highest and best use. Such land may be
separated from the larger site and have its own highast
and best use, or it may allow for future expansion of the
existing or anticipated improvemsnt. (Dictionary)

Excess Rent

The amount by which contract rent exceeds market rent
at the ifime of the appraisal; created by a lease
favarable to the landlord (lessor} and may reflect a
locational advantage, unusual management,
unknowledgeable parties, or a lease execution in an
pariier, stronger rental market. Due to the higher risk
inherent in the receipt of excess rent, it may be
calculated separately and capitalized at a higher rate in
the income capitalization approach, (Dictionary)

Expense Siop
A clause in a lease that fimits the landlord's expense
obligation because the lessee assumes any expenses
above an established level. (Dictionary)

Exposure Time

The time a property remains on the market. The
estirnated length of time the property interest being
appraised would have been offered on the market prior
fo the hypothetical consummation of a sale at markst
value on the effective dale of the appraisal a
retrospective opinion based on an analysis of past
events assuming a competiive and open market.
(Dictionary)
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External Obsolescence
An element of depreclation; a defect, usually incurable,
caused by negative influences outside a site and
generally incurable on the part of the owner, landlord, or
tenant. (Dictionary)

Extracrdinary Assumption
An assumption, direcily related to a specific assignment,
which, if found to be false, could alter the appraiser's
opinions or conclusions. Exiraordinary assumptions
presume as fact otherwise uncertain information about
physical, legal, or economic characieristics of the subject
property; or about conditions external to the property
such as market conditions or trends; or about the
integrity of data used in an analysis. An extraordinary
assumption may be used in an assignment only if:
e [t is required to properly develop credible opinions
and conclusions;
¢ The appraiser has a reascnable basis for the
extraordinary assumption;
+ Use of the exiraordinary assumption results in a
credible analysis; and
= The appraiser complies with the disclosure
requiremenis set forth in USPAP for extracrdinary
assumptions. (USPAP)

Feasihility Analysis
A study of the cost-benefit refationship of an economic
endeavor, (12 Edition)

Fee Simple Estate
Absolute ownership unencumbered by any other interest
or estate, subject only to the limitations imposed by the
gavernmental powers of taxation, eminent domain,
poiice power and escheat. (Dictionary}

Floor Area Ratic (FAR)

The relationship between the above-ground floor area of
a building, as described by the building cade, and the
area of the plot on which it stands; in planning and
zoning, often expressed as a decimal, e.g., a ratio of 2.0
indicates that the permissible flcor area of a building is
twice the total land area. See alsc land-to-building ratio.
(Dictionary)

Functional Obsolescence
An element of depreciation resulting from deficiencies or
superadequacies in the structure. See also curable
functicnal obsolescence; incurable functiona
obsolescence. (Dictionary)

Functional Utility
The ability of a property or building to be useful and o
perform the function for which it Is intended according to
current market tastes and standards; the efficiency of a
building's use in terms of architectural style, design and
layous, traffic patterns, and the size and type of rooms.
(12" Edition)

Furniture, Fixtures, and Equipment (FF&E)

The movable property of a business enterprise not
ciassified as  stock or inventory or leasehold
improvements; freguently found in the ownership of
hotels or metels, restaurants, assisted-living facilities,
service  stations, car washes, greenhouses and

nurseries, and other service-intensive properties.
Furniture, fixtures, and equipment frequently wears out
much mere rapidly than other components of those
properties. (Dictionary)

Gross Building Area (GBA)

The total ficor area of a building, inciuding below-grade
space buf excluding unenclosed areas, measured from
the exterior of the walls. Grogs building area for office
buildings is computed by measuring to the ouiside
finished surface of permanent outer building walls
without any deductions. All enclosed floors of the
building including basements, mechanical equipment
floors, penthouses, and the like are included in the
measursmant. Parking spaces and parking garages are
excluded. See also area. (Dictionary)

Gross Leasable Area or Gross Living Area. (GLA)

The total floor area designed for the occupancy and
exclusive use of tenants, including basements and
mezzanings, and measured from the center of interior
patiitioning to outside wall surfaces; the standard
measure for determining the size of shopping centers
whare rent is calculated based on the GLA occupied.
The area for which tenanis pay rent. See also area.
(Dictionary)

Garden Apartments
An apartment development of two- or three-story, walk-
up structures built in a garden-like setting; customarily a
suburban or rural-urban fringe development. {Dictiotary)

Going-concern Value
1. The market value of all the tangible and intangible
assets of an established and operating business with an
indefinite life, as if sold in aggregate; also called value of
the going concern,
2. Tangible and intangible elements of value in =
business enterprise resulting from factors such as
having a trained work force, an operational plant, and
the necessary licenses, systems, and procedures in
place.
3. The value of an operating business enterprise.
Goodwili may be separately measured but is an integral
component of going-concern vaiug. (USPAP)

Highest & Best Use

The reasonably probable and iegal use of vacant {and or
an improved property, which is physically possible,
appropriately supported, financially feasible, and that
results in the highest value. The four criteria the highest
and best use must meet are legal permissibility, physical
possibitity, financial feasibility and maximum productivity.
(Dictionary)

Highest and Best Use of Land or a Site as Though
Vacant
Among all reasonable, allemative uses, the use that
yields the highest present land value, after payments are
made for labor, capital, and coordination. The use of a
proparty based on the assumpticn that the parcel of land
is vacant or can be made vacant by demoiishing any
improvements. {Dictionary}
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Highest and Best Use of Property as improved

The use that should be made of & property as it exists.
An existing improvement should be renovated or
retained as is so long as it continues to contribute {o the
fotal market value of the property, or untii the return from
a new improvament would more than offset the cost of
demolishing the existing building and constructing a new
one. (Dictionary)

Hypothetical Condition
That which is confrary to what exists but is supposed
for the purpose of analysis. Hypothetical conditions
assume conditions contrary to known facts about
physical, legal, or economic characteristics of the
subject property; or about conditions external o the
preperty, such as market conditions or trends; or about
the integrity of data used in an analysis, {Dictionary)

Hypothetical Value
The monetary relationship between properties and
those who buy, sell or use those properties, based on a
hypothetical condition. (LUSFPAP)

income Gapitalization Approach
A set of procedures through which an appraiser derives
a value indication for an income-producing property by
converting its anticipated benefits {(cash flows and
reversion) into property value. This conversion can be
accomplished in two ways. One year's (stabilized)
income expectancy can be capitalized at a market-
derived capitalization rate or at a capitalization rate that
reflects a specified income pattern, return on
investment, and change in the value of the investment.
Alternatively, the annual cash flows for the holding
pericd and the reversion can be discounted at a
specified vield rate. { 124 Edition)

Incurable Functional Obsolescence
An element of depreciation; a defect caused by a
deficiency or superadequacy in the structure, malerials,
or desian, which cannot be practically or economically
corrected. (Dictionary)

Indirect Cosis

Expenditures or allowances for items other than iabor
and matlerials that are necessary for construction, but
are not iypically part of the construction conlract.
Indirect cosis may include administrative costs;
professional fees,; financing costs and the interest paid
on construction icans; taxes and the builder's or
developer's all-risk insurance during construction; and
marketing, sales, and lease-up costs incurred to
achieve occupancy or sale. Also called soft costs.
(Dictionary)

insurable Value
The value of an asset or asset group that is covered by
an insurance policy; can be estimated by deducting
costs of non-insurable ttems {e.g., land value} from
markst value. (MVS)

inferim Use

The temporary use to which a site or improved property is
put undil it is ready to be pul o its future highest and best
use. {12 Edifiorn)

Leased Fes Interest
An ownership interest held by a landlord with the rights
of use and occupancy conveyed by the lease to others.
The rights of the lessor {the leased fee owner) and the
lessee are specified by confract terms contained within
the lease. (Dictionary}

Leasehold Interest

The interest held by the lessee (the tenant or renter)
through & lease transferring the rights of use and
occupancy for a stated term under certain conditions.
(Dictionary)

Legally Nonconforming Use
A use that was lawiully established and maintained, but
na longer conforms to the use regulations of the current
Zoning in the zone where itis located. (Dictionary)

Market Study
A macroeconomic analysis that examines the general
market conditions of supply, demand, and pricing or the
demographic of demand for a specific area or property
type. A market study may also include analyses of
construction and absorption trends. (12” Edition)

Marketability Study

A microeconomic study that examines the marketability
of a given property or class of properties, usually
focusing on the market segments in which the property
is likely 1o gensrate demand. Marketability studies are
useful in determining a specific highest and best use,
festing development pro;)osals, and projecting an
appropriate tenant mix. { 12" Editior)

Market Analysis
1. The identification and study of the market for a
particular economic good or service.
2. A study of market conditions for a specific type of
property. (USPAP)

Market Area

The defined gecgraphic in which the subject property
competes for the attentions of market participants; the
term broadly defines an area containing diverse land
uses. (127 Edition)

Market Rent
The rental income a praperty would probably command
in the open market; indicated by the current rents that
are either paid or asked for comparable space as of the
date of the appraisal, (12”’ Edition)

Market Value

The most probable price which a property should bring
in a compelitive and open market under all conditions
requisite to a fair sale, the buyer and seller each acting
prudently and knowledgeably, and assuming the price
is not affected by undue stimulus, Implicit in this
definition is the consummation of a sale as of a
specified date and the passing of title from seller to
buyer under conditions whereby:

1. buyer and seller are typically motivatad;
2. hoth parties are well informed or well advised, and
acting in what they consider their own best interests;
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3. a reasonable time is allowed for exposure in the
open market;

4, payment is made in terms of cash in U.S. dollars or
in terms of financial arrangements comparable
thereto; and

5. the price represents the normal consideration for the
property sold unaffected by special or creative
financing or sales concessions granted by anyone
associated with the sale. (Office of Comptroller of
the Currency (OCQC), Tiie 12 of the Code of
Federal Regulation, Part 34, Subpart C -
Appraisals, 34.42 (g); Office of Thrift Supervision
(OTS), 12 CFR 564.2 (g); This is also compatibie
with the RTC, FDIC, FRS and NCUA definitions of
market value.}

Nei Operating Income {(NOI)
The actual or anticipated net income that remains after
all operating expenses are deducied from effective gross
incomne, but before mortgage debt service and book
depreciation are deducted; may be calculated before or
after deducting replacement reserves. {Dictionary)

Obsolescence
One cause of depreciation; an impairment of desirability
and usefulness caused by new inventions, changes in
design, improved processes for production, or external
factors that make a property less desirable and valuable
for a continued use; may be either functional or external.
(12 Edition)

Off-site Costs
Costs incurred in the development of a project, excluding
actual building construction costs, e.g., the cosis of
streets, sidewalks, curbing, traffic signals, water and
sewer mains; also called common costs; or off-site
improvement costs. (Dictionary)

On-site Cosis
Costs incurred for the actual construction of buildings
and improvements on a paricular parcel of land. See
also construction cost; direct costs, (Dictionary)

Overage Rent
The percentage rent pald over and above the
guaranteed minimum rent or base rent; calculated as a
percentage of sales in excess of a specified breakeven
sales volume. (12" Edition)

Overall Capitalization Rafe (OAR)
An income rate for a total real property interest that
refiects the relationship between a single year's net
operating income expectancy and the total property
price or value; used to convert net operating income into
an indication of overall property value. {Dictionary)

Potential Gross income (PGl
The total income attributable to real property at full
occupancy before vacancy and operating expenses are
deducted. {Dicfionary}

Potential Gross income Multiplier (PGIM)
The ratio bebwveen the sale price of a property and its
potential gross income (FGIM  V/PGI). (Dictionary)

Present Value (PY)

The value of a future payment or series of fulure
payments discounted to the current date or to time
period zero. (Dictionary)

Parking Ratic

The number of available parking spaces per rentable
unit of area, residential unit, hotel room, restaurant seat,
etc.; also, the ratic of total parking area o gross leasable
area. The parking rafio is a standard comparison that
indicates the relationship between parking spaces or
parking area and an economic or physical unit of
comparison. {Dictionary)

Prospective Value Opinion

A forecast of the value expected at a specified future
date. A prospective value opinion is most frequently
sought in connection with real estate projects that are
proposed, under construction, or under conversion to a
new use, or those that have not achieved sellout or &
stahilized level of long-term occupancy at the time the
appraisal report is written. (Dictionary)

Qualitative Analysis

In the sales compariscn approach, the process of
accounting for differences between comparsbles that
are not quantified; usually follows quantitative
adjustment. (Dictionary)

Quantitative Adjustment

In the sale comparison approach, the process of
making numerical adjustments to the sale prices of
comparable properfies, inciuding data analysis
techniques (paired data analysis, grouped data
analysis, and secondary data analysis), statistical
analysis, graphic analysis, trend analysis, cost analysis
{cost-to-cure, depreciated cost), and capitalization of
rent differences; usually precedes qualitative analysis.
{Dictionary)

Rentable Area
The amount of space on which the rent is based;
caiculated according to local practice. {Dictionary)
Replacement Cost
The estimated cost to construct, at current prices as of
the effective appraisal date, a building with utility
equivalent to the building being appraised, wusing
modern materials and current standards, design, and
layout. (12 Edition)

Reproduction Cost

The estimated cost to construct, at current prices as of
the effective date of the appraisal, an exact duplicate or
replica of the building being appraised, using the same
materials, construction stancards, design, layout, and
quality of workmanship and embodying ali  the
deficiencies, superadequacies, and obsolescence of the
subject building. (72 Edition)

Retrospective Value Opinion
An opinion of value that is likely tc have applied as of a
specified historic date. A retrospective value opinion is
most frequently sought in connestion with appraisals for
gstate tax, condemnation, inheritance fax, and similar
purposes. {Dictionary)
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Sales Comparison Approach

A set of procedures in which a value indication is
derived by comparing the property being appraised to
similar properties that have been sold recently, appiying
appropriate units  of comparison  and  making
adjustments to the sale prices of the comparables
based on the elements of comparison. The sales
comparison approach may be used o value improved
properties, vacant land, or land being considered as
theugh vacant; it is the most common and preferred
method of land valuation when comparabie sales dafa
is available. {12 Edition)

Scope of Work
The amount and type of information researched and the
analysis applied in an assignment. Scope of wark
includes, but is net limited to, the following:
« The degree o which the property is inspected or
identified;
= The extent of research intc physical or economic
factors that could affect the property;
¢ Tha extent of data research; and
« The type and extent of analysis applied to arrive at
opinions or conclusions. (Dictionary}

Shopping Center Types
Community Center: A shopping certer of 100,000 fo
300,000 square feet that usually contains one junior
departmen{ store, a variety store or discount
department store, a supermarket, and specialty stores.
A community shopping center generally has between
20 and 70 retail tenants and the market support of more
than 5,000 hauseholds.

Neignborhiood Center: The smailest type of shopping
center, generally with a gross leasable area of jess than
100,000 square feet. Typical anchors include
supermarkeis and pharmacies. Neighborhood shopping
centers offer convenience goods and personal services
and usually depend cn the market support of more than
4,000 households.

Power Center: A large community shopping center with
more than 250,000 square feet of space anchored by
fhree or more tenanis that cccupy 60% to 90% of the
space; the number of specialty stores is kept to a
minimum. See also shopping center.

Regional Center: A shopping center that offers a
variety of general merchandise, apparel, furniture, home
furnishings, services, and recreational facilities and is
built around one or more fulk department stores of at
least 100,000 square feet each. Regional shopping
centers generally have between 400,000 and 750,000
square feet of gross leasable area. (Dictionary)

Superadequacy
An excess in the capacity or quality of a structure or
structural component; determined by market standards.
{Dictionary)

Surplus Land

Land not necessary to support the highest and best
use of the existing improvement but, because of
physical  limitations,  building  placement, or

neighborhood norms, cannot be soid off separately.
Such land may or may not contribute positively to
valug and may or may not accommodate future
expansion of an existing or anticipated improvement.
(Dictionary)

Tenant Improvements {Tis)
1. Fixed improvemeants to the fand or structures
installed and paid for by a tenant or lessee.
2. The original installation of finished tenant space in a
construction project; subject to periedic change for
succeeding tenants. (Diclicnary)

Triple net lease

A net lease under which the lessee assumes all
expenses of operating a property, including both fixed
and variable expenses and any common area
maintenance that might apply, but the landicrd is
responsible for structural repairs. (Dictionary)

Usable Area

The area available for assignment or rental o an
coccupant, including every type of usable space;
measured from the inside finish of outer waills to the
office side of corridors or permanent partitions and from
the centerline of adjacent spaces; includes subdivided
occupant space, but no deductions are made for
columns and projections. There are twe variations of net
area: single occupant net assignable area and store net
assignable area. {Diclionary)

Useful Life

The period of time over which a siructure may
reascnably be expected to perform the function for
which it was designed. (Dictionary}

Vacancy and Collection Loss

An allowance for reductions in gross potential income
attributable to projected vacancy {physical or economic)
and potential collection loss considerations. Vacancy is
an expected loss in income as a result of periodic
vacant space atiributable to unrented space and tenant
turnover. Credit loss considers nonpayment of rent and
can consider units rentad at below-market rates {alsc
known as lag vacancy). Vacancy and collection loss is
usually estimated on a property-specific basis as part of
the reconstructed cperating statement in the income
capitalization approach and applied, as a percentage, to
potential gross income or as a perceniage of rentable
area of the property; may also refer to a study of
vacancy and collection loss in a defined market or
submarket. See also frictional vacancy. (Dictionary)

Yield Capitalization

The capitalization method used toc convert future
benefits into present value by discounting each future
benefit at an appropriate yield rate or by developing an
overall rate that expliclly reflects the investment's
income paltern, value change, and vyield rate,
(Dictionaty)
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Financing Commercial Real Estate In The 80's Technicat Inspection of Real Estate
Highest and Best Use Concepts Environmental Appraisal issues
Advanced Electronic Spreadsheesis Appraising for Pension Funds
Depreciation Analysis Real Fstate Appraisal Reform (OTS)
H.U.D. Multifanmily Training Seminar Federal Home Loan Bank Board Regulations
Real Estate Law for Real Estate Appraisers FIRREA: Overview and Practical Applications
Standards of Professional Practice Update HUD MAP Training Seminar
REPRESENTATIVE CLIENT LIST
ARBOR Commercial Morigage Wachovia
Greenpark Financial Citibank
Fannie Mae Wells Fargo Bank
Cohen Financial Centro
Deutsche Bank Greystone Commercial Mig
TA Associates Principal Real Estate
ARCS CW Capital
CAPMARK Bank of America
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PGP Valuation Inc is a leading provider of real estate valuation and consulting services.
Founded in 1978, PGP has offices in Boise, Carlsbad, Chicago, Columbus, Dallas, Denver,
Honoiulu, Irvine, Phoenix, Portland, Sacramento, San Diego, San Francisco, Seatlle, and
Vancouver. PGP’s partnership with Colliers Macaulay Nicholls, Inc {Colliers CMN), one of the
largest commercial real estate services providers in the world, has expanded PGP's ability to
serve clients globally.

PGP has extensive experience in a diverse range of commercial property appraisais, with an
expertise in large portfolio vaiuations. With over 200 experienced appraiser professionals and
an efficient commercial appraisal system, PGP has built a reputation for excellence, customer
service and responsiveness.

PGP's comprehensive valuation reports are created using the most advanced analytical ioois
and recognized appraisal methods. PGP's appraiser professionals adhere fo the Code of Ethics
established by the Appraisal Institute, and strive to maintain the highest level of professional
integrity.

PROFESSIONAL SERVICES

PGP Valuation Inc offers a wide range of services related to the valuation of real estate:

Appraisals: Single asset and portiolio valuations on all property types,
including residential, commercial, industrial, Low Income
Housing Tax Credits (LIHTC), infrastructure and easements

Pariial interest and business valuations

Highest and Best Use Consultation regarding the most profitable utilization of real
& Market Studies: property assets

Feasibility and absorption studies of housing and commercial
developments

Preparation of FNMA condominium market studies and valuation

Consultation: Analysis of real estate regarding values, site development
potential, market standards versus competitive edge amenities,
market conditions, eic.

Litigation Support: Professional opinions as expert witnesses regarding the
valuation of real estate

Property Tax Representation before government agencies regarding ad
Analysis/Appeal: valorem taxes, including preliminary value consultation
appraisals and Board of Equalization presentations

Government Services: Consuitation, litigation expertise and valuation for the
Departments of Defense, Justice, Navy, Agriculture and Interior.
In November 2008, PGP Valuation was named as the exclusive
Quality Control oversight manager for FDIC.
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CARLSBAD - Corporate HQ
5796 Armada Drive, Suite 210
Carisbad, CA 92008
B877.720.2525 Phone
760.730.3372 Fax

Kenneth Harrison, MA}
President & CEO

Travis Brown
Chief Operations Officer
760.443.6461 Mobile

Gary Fessenden
Financial Officer

Natalie Rodriguez
Central Administration Director

BOISE

210 Main Strest, Suite 354
Boise, 1D 83702
208.342.0163 Phone
206.965.1209 Fax

James Gibson
Managing Director

CRHICAGO

2 N La Salie Street, Suite 806
Chicago, L. 80602
312.602.6155 Phone
312.896.9194 Fax

Chris Jarvis
Senior Managing Director

COoLUMBUS

870 N High Street
Worthington, OH 43085
614.540.2950 Phone
514.540.2960 Fax

Bruce Nell
Senior Managing Director

DALLAS

4311 Cak Lawn Ave, Suite 150
Daillas, TX 75219
214.217.9333 Phone
214.853.5921 Fax

Stan Wolf, MAL
Senior Managing Director

DENVER

7900 E Union Ave, Suite 1100
Denver, CO 80237
303.217.7559 Phone
303.217.7588 Fax

Jonathan Fletcher
Senior Appraiser

HONCLULU

1038 Queen Street, Suite 2D
Honolulu, Hl 96814
808.591.2846 Phone
808.591.2848 Fax

Bobby Hastings, MAI
Senior Managing Director

1.0S ANGELES/ORANGE CO.

One Park Plaza, Suite 850
irving, CA 92614
877.720.2525 Phone
760.730.3372 Fax

Kenneth Harrison, MAI
President & CEO

PHOENIX

2309 E. Camelback Road
Suite 100

Phoenix, AZ 85016
B802.222.5165

Philip Steffen, MA}
Executive Vice President
206.883.5663 Mobile

PORTLAND

110 SW Yamhill St, Suite 200
Portland, OR 97204
503.226.0983 Phone
503.273.4273 Fax

Jeremy Snow, MAI
Senior Managing Director

Jeff Grose
Managing Director

Grant Norling
Managing Director

SACRAMENTO

3000 L.ava Ridge Ct, Suite 220
Roseville, CA 95661
916.724.5500 Phone
916.724.5600 Fax

Marty J. Shearer
Senior Managing Directar

Jeffrey Shouse
Senior Managing Director

PP

PALARIDN g,

SAN FRANCISCO

50 Caldfornia, Floor 19

San Francisce, California 94111
415.788.3100 Phone
415.373.4500 fax

Jeffrey Shouse
Senior Managing Director

SEATTLE

1325 4ih Avenue, Suite 560
Seattle, WA 98101
206.343.7477 Phone
206.682.7207 Fax

John Campbeli
Managing Director

Joe Creech
Managing Directeor

Reid Erickson
Managing Director

Cheryi Lotz
Managing Director

SOUTHERN CALIFORNIA
750 B Street, Suite 3250
San Diego, CA 92101
6519.814.4700 Phone
619.814 4800 Fax

tance Dore, MAI
Senior Managing Director

Ed Carison, MAI
Senior Managing Director

Sean 3. Yousofy
Managing Direcior

VANCOUVER

112 West 11th Street, Suite 250
Vancouver, WA 88860
36(.699.4844 Phone
360.699.1804 Fax

Dean Meyer, MAl
Senior Managing Director

Steve Waugh
Managing Director

Mark Lavwwill
Director of Central Review
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