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L EXECUTIVE SUMMARY
a. nvestment Thesis

LNPS Industrial Group, LLC is a private developer and property management company
focusing on office and warehouse properties in suburban areas outside of medium sized cities
(Baltimore, Pittsburgh, Wilmington, DE, etc.). LNPS builds projects from the ground up and
manages the properties as long-term investments. LNPS’s current portfolio consists of
10,000,000 sq.ft. with 3,000,000 sq.ft. in the Greater Baltimore region. Over 75% of the portfolio
consists of “flex space.” In order to develop a property, LNPS expects a leveraged internal rate
of return of at least 15%.

Given the size of the Rolling Road Industrial Park property and the development rights
appurtenant to the property, the development of the Rolling Road Industrial Park property fits
LNPS’s core business model. The property is conveniently located near several other LNPS
properties making it casy to manage. Considering the low land purchase price and the fact that
36,000 square feet of the property is pre-leased, LNPS expects a leveraged internal rate of return
of 41.64%.

b. Property Description/Building/Market

The Rolling Road Industrial Park property lies in the Woodlawn area in the western section
of Baltimore County, Maryland, Woodlawn is oriented along the I-695 corridor, just outside of
Baltimore City. The Woodlawn submarket extends north from Interstate 70 to Liberty Road.
More specifically, the property is located in the southeast quadrant of the intersection of Rolling
Road and Windsor Boulevard.

The property is an industrially zoned site totaling 9.775 acres. The site is to be improved with
two, single story flex buildings totaling 90,000 square feet. The two buildings will be constructed
parallel to one another with docking bays facing each other for shared truck access between the
buildings, Parking will be on the side opposite the docking bays. The main access for the
buildings will be via two curb cuts from Windsor Boulevard,

The interior of the buildings consist of fifteen 100 sq.ft. x 30 sq.ft. bays. Each bay has a
loading dock and ceiling heights of 16 feet. The interior of each bay will be improved to tenant
specifications.

The immediate Woodlawn area contains approximately 1,702,707 square feet of similar flex
product with a vacancy rate of 17.7% and an average rental rate of $9.02 industrial gross. The
vacancy rate and rental rates are skewed by the dominance of older inferior products in the
Woodlawn market. Products delivered since 2000 have a vacancy rate of 2.5% and command
higher rents. In the larger region, which includes Woodlawn, Arbutus and Reisterstown
(“Baltimore County West”), there are approximately 5,641,333 square feet of similar flex
property with an aggregate vacancy rate of 13.7% and an average rental rate of $9.94 industrial
gross. Currently, there are no new flex or industrial projects under construction in Baltimore
County West.
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c. Capital Stack

The pre-stabilization equity stack reflects the total project cost of $9,255,509. Prior to
stabilization, LNPS will obtain a construction loan for 85% of the cost and will contribute the
remaining 15% of equity required, Upon stabilization, per a “Most Likely” case scenario, LNPS
will obtain a permanent loan for 80% LTV, a mezz loan for 5% LTV and contribute the
remaining 15% from its own equity. This equity will comprise only approximately $900,000 of
the initial equity contributed.

(i) Pre-stabilization (i}  Post-stabilization
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d. Returns Scenarios

Returns could vary significantly depending on market conditions. Per the assumptions
summarized below, a “Best Case” scenario would yield an 88.58% leveraged internal rate of
return. In a “Worst Case” scenario, LNPS would receive a 7.00% leveraged return. Realistically
we expect returns to reflect a “Most Likely” scenario of an approximate 42% leveraged return.

Assumptions Returng Property Added
Bgz::::;g Preleasing Shell Rent Unlelvne;aged Levle;:‘ged Value Project Costs (R:c; Iil:eed)
Best Case OnTime 100.00% $ 9.50 12.18% 88.58% $10,813,216 § 9,255,509 § 1,557,707
Most Likely On Time 40.00% $ 9.00 10.68% 41.64%  $9,845,53%9 § 9,255,509 $ 590,030
Worse Case Delayed 0.00% $ 8.50 6.13% 7.00%  $6,885,085 $ 9,255,509 $ (2,370,424)
e. Findings and Recommended Course of Action

To present a conservative approach in this report, LNPS has estimated rents for our “Most
Likely” scenario at a below market rate of $9.00/sq.ft.. Relative to actual market rate for new
flex products in the area, a lower rent will allow for quicker lease up. Realistically, however, our
market research projects actual market rents at ABOVE $9.00/sq.ft.. Together with a projected
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18 month absorption period, we thercfore predict that our “Most Likely” scenario will likely
edge towards “Best Case” scenario returns.

Following the analysis of the flex market in the area and the availability of affordable debt,
LNPS will move forward with the project as described herein. We will construct two 45,000
sq.ft. flex buildings. LNPS will purchase the 9.775 acres of raw land for $1,460,796 with cash on
hand and take a construction loan from M&T Bank in the amount of $7,794,713 for the
remaining amount.

Following an estimated 18 month lease up period, the property will be stabilized and ready
for a permanent loan. A permanent loan from Column and a mezzanine loan from Mezz Cap
will take out an M&T Bank construction loan. Because Column and Mezz Cap work as lending
partners, we are able to close both loans at the same time, substantially reducing the closing costs
typically associated with a mezzanine loan. Taking both a permanent loan and mezzanine loan
to finance the property will free up capital for LNPS to move on to its next project.

Because our investment strategy requires long-term holding periods, we plan to manage the
property through our existing management team, Because of the large amount of existing space
in the area of the property, this additional space should not have a large impact on our
management team,

f Execution Plan

LNPS will utilize its existing web of contacts to construct, finance and lease the Rolling
Road Industrial Park property. We have already begun, with great success, to aggressively
market the new space to tenants in inferior flex space in the area. Additionally, we are focused
on new government contractors in search of space ncar the Social Security Administration and
other nearby government contractors. Ultimately, we will continue to ensure that we will take
care of the building so our tenants can take care of their businesses.
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1L MARKET STUDY

a. Baltimore County Demographics

Population

The US Census Bureau estimated Baltimore County’s 2000 population at 754,292, which
shows an average annual growth rate of 0.7% between 1980 and 2000. Baltimore County’s
population has grown at a rate similar to that of the Baltimore Metropolitan area as a whole. The
County’s estimated population grew from 762,728 in 2001 to 777,184 in 2003. In 2004, the
County’s population was estimated at 780,821 and was projected to increase to 785,000 in 2005,
according to reports from the Maryland Department of Planning, Planning Data Services.

Employment

Baltimore County has the largest labor force and widest range of skills and incomes in the
Baltimore Metropolitan area. Surveys of Baltimore County’s employment and growth are shown
below,
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As of September 2005, the civilian labor force for Baltimore County was 421,591 with an
unemployment rate of 4.1% as compared to a rate of 4.1% in the State of Maryland and the US
unemployment rate of 5.1%. Graphed below is the historical unemployment rate for the entire
Baltimore Metropolitan area.
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Government employment accounts for nearly 15.5% of the Baltimore County work force
with the remaining 84.5% in the private sector. Listed below are the top ten employers in
Baltimore County.

TOP TEN EMPLOYERS — BALTIMORE COUNTY

Employer o » Product-Sarvice/Industry Employeas
U.S. Social Security Administration Income secunty program/Federal Got. 9,800
Greater Baltimore Medica! Canter (GBEMC)  Maedical senices/Health care 3,305
U.8. Centers for Medicare/Medical Senices Medical sendces/Federal Government 2,968
International Steel Group - Sparows Point  Steel/Manufacturing 2,530
Franklin Square Hospital Medical senices/Health care 2,606
CareFirst BCBS of Maryland Medical ins.-related servces/Health care 2,480
MeCormick & Co. Food products/iManufacturing 2,294
St. Joseph Medical Center Medical services/Heaith care 2,271
Solo Cup ' Paper/plastic cups/Manufacturing 2,100
T. Rowe Price Group o Financial seni¢es/Finance & insurance 1,796
Source: Economic development agencles stalewide and Maryvland Dept. of Businass and Economic Development,
Qclober 2004.
Income

The median household income for Baltimore County in 2004 was estimated at $57,650, an
average change of 2.6% annually over a five year period since the 1999 Census figures of
$50,650. The 2004 figure is about 6% lower than Maryland’s estimated median income of
$61,350 and 3.3% lower than the Baltimore Region’s estimated median incomes of $59,600,
according to reports from the US Census Bureau and Maryland Department of Planning,
Planning Data Services.
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Assessable Tax Base

The assessable tax base is affected by physical growth, the economy and market prices. The
Baltimore County estimated real property assessable tax base (full year), for the tax year
beginning July 1, 2004 was $47.44 billion, a 6% increase from the previous year. For the tax
year beginning July 1, 2005, the assessable tax base is estimated to increase by about 10% to
$52.26 billion. Baltimore County is a highly developed political subdivision with the largest tax
base in the region which, consistent with its maturity, has grown more slowly than the area’s as a
whole. The County has experienced an average annual increase of 4% and a cumulative change
of 48.26% over a ten year period, from 1995 to 2003.

Housing

Approximately 70% of Baltimore County’s housing stock consists of single family units with
multi-family units accounting for 30%. Most houses sell for between $175,000 and $450,000,
with the average price of an existing home sold in Baltimore County in July 2004 being
$241,616.

Commercial/Industrial Markets

The Baltimore County industrial/flex market, as of August 2005, contained about 45.8
million sq.ft. and had a direct vacancy rate of 13% according to CoStar.

During calendar year 2001, the value of new, non-residential construction activity reached
$109.04 million in Baltimore County, an increase of about 88% from calendar year 2000 ($57.93
million). In the region, commercial activity declined by nearly 19%, based on the dollar volume
of permit activity. In 2003, the dollar value of non-residential permits was up by nearly 2% in
Baltimore County to $93.27 million, from $91.61 million in 2002. In 2004, the value of new,
non-residential construction activity increased by nearly 31% to $122.03 million.

Baltimore County has 35 major business parks which total 6,386 acres and over 27 million
sq.ft. The top five business parks by size of acreage and the newest business parks are shown in
the charts below and on the next page.

A Market Profile for Baltimore County’s commercial properties is shown below.

BALTIMORE COUNTY MARKET PROFILE DATA

Land - cost per acre Low  High Average
Industrial $90,000 $300,000 $190,000
Office $150,000 $226,000  $200.000

Rental Rates - per square foot
Warehouse / Industrial $3.50 $7.75 $6.00
Flex / R&D / Technology $5.00 $11.75 $7.00
Class A Office $18.00 $24.50  $21.00

Sourca: Baltimore County Department of Economic Development
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Conclusions

Baltimore County is the most populous subdivision within the Baltimore Metropolitan area.
Its solid and diversified economic base has made this an attractive location. In more recent
years, new development has been oriented toward town centers such as Owings Mills and White
Marsh. New and redevelopment activity is also occurring in the northern corridor.

Availability of moderately priced housing, moderate unemployment rates and room for
development all indicate steady growth in the future. Additionally, the County’s excellent
transportation system and various amenities should continue to attract and retain new businesses
along with continued population growth. The maturity of Baltimore County will result in slower
growth when compared to the other Metropolitan Counties. Therefore, it will be imperative that
the government monitor the County’s social and financial needs in order to ensure its longer term
prosperity.

b. Baltimore County West Flex Market
Market Area
The subject property lies in the Security/Woodlawn area in the western section of Baltimore
County. Woodlawn is oriented along the 1-695 corridor, just outside of Baltimore City. The

Woodlawn submarket extends north from Interstate 70 to Liberty Road.

Flex Market Overview

Baltimore County West contains 38 comparable properties aggregating 1.7 million sq.ft. Of
this total, 221,876 sq.ft. is directly vacant and immediately available yielding a direct market
vacancy rate of 13%, while 79,563 is sublet vacancy. A total of 301,439 sq.ft. is currently
available, yielding an overall vacancy rate of 17.7%.

Woodlawn 1,702,707

As we look at the market, we view it with less real vacancy than the 17.7% would dictate.
Much of the vacancy in the area is in older inferior flex products with ceiling height issues that
exclude many tenants. Of the 1.7 million sq.ft. in the market 1.1 million sq.ft. was built before
1980, with much of it dating back to the late sixties and early seventies. Much of the vacancy is
in Meadow Business Park.

Pre-1980 Products 1,120,000 sq.ft. 25%
Post-2000 Products 238,440 sq.ft. 2.5%

-10 -
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The graphic below shows historical and forecasted absorption, deliveries and vacancy.
The delivery of 25,000 sq.ft in the third quarter of 2006 is actually our project. Other than
this delivery, there is no construction in the Woodlawn area. The lack of new deliveries is
despite a shrinking vacancy rate, especially in new products. Vacancy rates in the market
have steadily shrunk from as high as 25.4% in third quarter of 2004,

As our CoStar report attached hereto as Exhibit A shows, of the 238,440 sq.ft. that have
been delivered since the first quarter of 2000, only 6,000 sq.ft. are vacant. This is a vacancy
rate of 2.5% for the newer products.
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Because of the older functionally of inferior products, the rental rates for the area seem low
when looking at CoStar, but the newer products demand the higher rents. The rental rates for
flex space in the area varied from $6.50 to $13.25 industrial gross, averaging $9.02. Again, the
average rate is deflated by the vast amount of old flex product in the area.

Conclusions
After extensive review of CoStar reports of the Woodlawn Flex Market, LNPS sees an

excellent opportunity to build new flex product in the Woodlawn market. We believe that the
high demand in the market for new space will allow for a quick lease up of 18 months. Because

-11-
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of demand by tenants in older flex properties in the arca, we have been able to pre-lease a
substantial portion of the Rolling Road Industrial Park.

-12 -
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IIL. ASSET DESCRIPTION

a. Site Description/Plan

The subject property is located in the southeast quadrant of the intersection of Rolling Road
and Windsor Mill Road. The street address for the subject property is 2825 Rolling Road. The
subject property is identified as Lot B-2 of Parcel 739 on Tax Map 87 of the Baltimore County
tax maps.

The subject site comprises a total area of 9.775 acres or 425,799 sq.ft. The owner of the
subject estimates that 9.28 acres of the site are usable, The subject site is irregular in shape and is
bounded to the north by Windsor Boulevard, to the west by Rolling Road, and to the east and
south by other properties. The site is generally at grade with both of its street frontages, although
Windsor Boulevard slopes from east to west. The site has a rolling topography that slopes from
north to south, Site improvements include concrete curbs, gutters, sidewalks, paving and pole
mounted lights. The site is proposed for development with two, single stofy flex buildings
totaling 90,000 sq.ft. and associated parking. The flex building site will have access via two curb
cuts along Windsor Boulevard.

The property is subject to normal easements for utilities and drainage. The subject property
has access to all necessary utilities including water and sewer. Baltimore County provides public
water and sewer. Baltimore Gas & Electric provides electricity and Verizon provides local
telephone service. According to Flood Insurance Rate Map No. 240010-0360-B dated March 2,
1981, the subject property does not appear to be located in a flood hazard area, A copy of this
flood plain map showing the subject’s approximate location may be found in the addenda
section.

In summary, the subject site consists of an irregular shaped parcel situated in the southeast
quadrant of the intersection of Rolling Road and Windsor Boulevard, The site has adequate
topography and access to roads. All utilities are available and connected to the property. It is our
opinion that the subject site is capable of supporting the proposed building improvements. The
site plat is pictured below. The two flex buildings will run parallel to Windsor Boulevard with
parking constructed on either side of the buildings, with loading docks located between the two
buildings.

-13-
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b. Description of Improvements

The property is proposed for development with two, single story, flex buildings totaling
90,000 sq.ft. Our description of the improvements and building plans is based upon our
experience with similar properties. An outline analysis of the propetrty is presented below:

Type: Two, single story, flex buildings.

Building Size: Buildings are to be 45,000 sq.ft. and 45,000 sq.ft. for a
total of 90,000 sq.ft. Both buildings are to be rectangular
in shape with one measuring 450 ft. x 100 ft. and the other
measuring 450 ft. x 100 ft.

-14 -
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Layout:

Foundation:
Framing:
Clear Height:
Roof:

Floor:

Fire Walls:

Demising Walls:

Interior Partitions:

Electrical:

HVAC:

Fire Protection:

Tenant Office
Finish:

Buildings are to feature separate tenant entrances at front
and rear.

4 x 4’ x 12” thick reinforced footings.

Structural steel with masonry bearing walls.

16’ minimum

112 “ 22 gauge metal deck with single-ply EPDM.

5” concrete slab on grade poured over a vapor barrier,

8” masonry to roof deck.

8” or 12”7 CMU

Drywall

1600 amps, 120/208 volts, 3 phase, 4 wires

Unfinished — Gas-fired space heaters

Finished — Gas-fired heat pump systems for heating and
air conditioning

Wet sprinkler.

Paint grade drywall, wall-to-wall carpeting,

insulated drop ceiling, 2’ x 4’ recessed fluorescent
lighting, mini-blinds, electric outlets, 1 restroom

c. Conceptual Floor Plans
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d. Zoning

The subject property is zoned ML-IM, a light manufacturing district within Baltimore
County. The ML zoning classification is explained in Section 233 of the Baltimore County
Zoning Regulations. This district permits a variety of light manufacturing, office, warehousing,
and similar uses. Specific uses include office, laboratories, limited metal manufacturing,
processing of plaster products, assembly of electronic instraments and numerous other uses. The
proposed flex buildings are an approved use.

The ML zoning classification also permits a variety of retail or service uses, so long as the
property is located within an IM - industrial, major - district. Permitted uses include banks,
beauty shops, drug stores, food stores less than 2,500 sq.ft., laundry or dry-cleaning, contractors’
shops, restaurants, office-supply stores, and taverns, as well as a number of other uses. The
subject property is located within the IM district,

Development and bulk regulations include an unlimited height except when the property lies
within 100 ft. of a residential or business zone. In that instance, the height is limited to 40 ft. or
three stories. The property is required to have a front yard setback of 25 ft., side yard setbacks of
30 ft, and a rear yard setback of 30 ft. The maximum floor area ratio is 2.0 times the lot size. The
subject’s district classification of IM is designed to limit commercial development within
industrial areas. Other than this factor, the IM district has no practical impact on the overriding
zoning regulations. The proposed improvements appear to conform to the regulations governing
this district.
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Off-street parking and loading requirements are set forth in Section 409 of the Zoning
Regulations. Given that the project is for flex space we calculate parking based on 50% office
and 50% warchouse. Office parking is required at the rate of 3.3 spaces/1,000 sq.ft. of building
area, which we multiply by 50% of the building (45,000 sq.ft.)—149. Warehouse parking is
required at a rate of 1 space/employee on the largest shift assuming 53 employees—53. The flex
site will provide 300 parking spaces and of those 14 will be handicap spaces with 4 being van
accessible. This translates to a parking ratio of 3.3 spaces per 1,000 leasable sq.ft., which
exceeds the zoning guidelines.

In summary, the subject’s zoning classification permits and encourages a variety of industrial
and commercial development. The subject’s proposed uses are permitted within the ML-IM
zoning district and the proposed improvements appear to conform to the development
requirements of this district. We assume that actual development of the subject property will
conform to all local, state, and Federal requirements.

e. Highest and Best Use

In determining highest and best use of either land as though vacant or property as improved,
the use must be (1) physically possible, (2) legally permissible, (3) financially feasible, and (4)
maximally productive. These four conditions are discussed as foliows:

Physically Possible:

Size, shape, dimensions, soil conditions, utilities availability, and terrain affect the uses to
which land may be developed. Highest and best use of a property as improved depends on
whether the property is in good repair and can continue to accommodate the current or another
use. The subject property has sufficient size and topography to support various developments
consistent with legal and market constraints. The property has adequate exposure along Rolling
Road and Windsor Boulevard and access to all necessary utilities. We are unaware of any soil,
sub-soil or environmental issues which would affect the site’s development. Finally,
industrial/commercial sites in the area are developed with similar facilities. Therefore, we
conclude that the underlying site has characteristics supportive of development consistent with
legal constraints and market factors.

Legally Permissible:

A threshold component of highest and best use is to determine what is legally permissible.
Private restrictions, existing or most probable zoning, building codes, historic district controls,
urban renewal ordinances, environmental regulations, or other encumbrances are considered
because they may preclude many possible highest and best uses. The subject property is zoned
ML-IM, a light industrial classification, This classification permits various uses including light
industrial facilities, offices, research and development facilities, hotels/motels, and similar uses.
As long as the proposed use conforms to the existing zoning regulations, the issue of legality will
be satisfied.
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Financially Feasible:

After determining the uses that are physically possible and legally permissible, we need to
consider the uses that are likely to produce an adequate return on investment. All uses that are
expected to produce a positive return are regarded as financially feasible. The subject site could
support flex and light industrial development. Based on our analysis of current market
conditions, cost of construction and steady demand for flex space in the subject’s market, it is
likely that new office development would be financially feasible. Rental rates appear adequate to
support new development and provide adequate returns. Pre-leasing would enhance the financial
feasibility of such development. The property could also support development of an owner
occupied structure. We do not believe any other uses are appropriate based on the zoning, market
conditions, and surrounding development.

Mazximally Productive:

Among financially feasible uses, the use that provides the highest rate of return, or value, is
the highest and best use. The subject has adequate size and shape and is zoned for office or light
industrial development. Surrounding uses support similar structures, and the market appears
supportive of such uses. Considering current rent levels and vacancy rates, we conclude that the
maximally productive use is for development of a flex project targeted at local tenants. An
alternate use would be for development with an owner occupied structure of similar
characteristics.

Conclusions

In the preceding paragraphs we presented our analysis of the subject’s highest and best use.
We concluded that there is some demand for speculative development for this property type and
that the site possesses the requisite physical characteristics to support commercial/industrial
development. Based on our analysis of these factors, we conclude that the highest and best use of
the subject property is for development with flex project targeted at local tenants. The project
would be low-rise in nature with surface parking. Parking should be available at the rate of three
or more spaces per 1,000 sq.ft. of leasable area.
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IV. CAPITAL STACK
a. Pre-stabilization

The pre-stabilization equity stack reflects the total project cost of $9,255,509. Our
construction loan of $7,794,713 coves 85% of costs. We will pay the remaining 15% out of
pocket. We chose this to be the most applicable approximation because the actual property value
will be determined through an appraisal that the lender will order. Generally speaking the
appraisal is extremely subjective since there is no rental income and instead can be based only on
market data that is not applicable or outdated.

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

0 Equity

Construction Loan

. b. Post-stabilization

The post-stabilization equity stack reflects three scenarios:

The center stack shows a Most Likely value of $9,845,539, determined after compiling
market data and subject specific data in Argus. A permanent loan for 80% of the value will then
completely take out the construction loan and will return $81,718 of the upfront equity
contribution. In order to receive more of our initial upfront equity we will obtain a mezz loan for
an additional 5% of the value, thus returning $573,995 from our initial equity contribution and
leaving only $886,801 of out of pocket costs. In addition the project will have increased in value
to add $590,030 more to our equity in the project, resulting in an overall 10% equity position in
the capital stack.

Per our Best Case scenario the value is so high they we will not need a mezz loan, and will
end up with 20% equity in the project of which only $604,936 remains of the upfront equity
contribution.

Finally per the Worst Case scenario the value drops significantly; since the first mortgage
would only go up to 80% of the value it would cover only 60% of project costs. The mezz debt
portion would take the project up to 63% of costs and we would have to come out of pocket for
an additional $1,942,391 which results in a total of $3,403,187 of out of pocket costs and a 37%
equity position with respect to project costs.
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100%
90%
80%
70%
60%
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40%
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20%
10%

0%

Best Case Most Likely Worse Case

Value Equity
O Cash Equity
0 Mezz Debt

Senior Debt

Amount $ 8,650,573 $ - $ 604,936
BestCase o 80.00% 0.00% 5.69%
Amount $ 7,876,431 $ 492277 $ 886,801
MostLikely o 80.00% 5.00% 9.01%
Amount $ 5508068 $ 344,254 $ 3,403,187
Worse Case o, 59.51% 3.72% 36.77%

$1,557,707
14.41%

$590,030
5.98%

$0
0.00%
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VY. CONSTRUCTION BUDGET AND TIMING
a. Site & Construction Costs

The subject property was purchased unfinished for $1,700,000, After analyzing the project
the general contractor determined that there would be approximately $1.3 million in site
development costs which are outlined on the site improvement costs quote. The general
contractor spoke with various subcontractors to determine the best quotes for the actual
construction of the two 45,000 square foot flex buildings. The GC summarized the costs into 12
major categories for an overview but also submitted a detailed quote which is shown in Exhibit
B. The hard costs for the buildings totaled approximately $36.00 a square foot.

The anticipated construction schedule for the Rolling Road Industrial Park is six months,
starting J. anuary 2006, for site development of the 9.775 acres and the core & shell for the two,
45,000 ft* buildings. The core & shell will consist of typical warehouse space amenities such as,
HVAC, wall finishes, and standard amenities (restrooms, doors, loading docks, finished walls,
etc.). Specific tenant improvements will start immediately following core & shell completion for
our four pre-leased tenants requiring office space.

Tenant Improvements will start in the beginning of June 2006. Based on our Lease-Up plan
we anticipate stablhzation of both buildings at 14 months or August 2007, with 45,000 ft of
warehouse and 45,000 ft® of office space. Our total construction schedule is anticipated for 20
months. Tenant Improvements is $12. 50/ft> for 50% office accommodations that LNPS
Industrial Group, LLC has included in the construction budget. LNPS Industrial Group, LLC
will capture tenant improvement costs by adding the additional cost in base rent of $9. 50/f¢* that
will be prorated based on the percent of office space required in each space. If tenants require
additional amenities that are not in our typical office plan they will be responsible for that cost.
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SqFt: 45,000 Bldg A
45,000 BldgB
90,000
Per Sq Ft Budget
PERMITS - FEES 1.24 112,000
BONDS 0.3 28,000
DEVELOPMENT MANAGER 0.22 20,000
PROJECT MANAGER 0.1t 106,000
DEVELOPMENT COORDINATOR 0.06 5,000
SUPERINDENDENT 0.02 2,000
LABOR 0.02 2,000
TESTING AND INSPECTION 0.22 20,000
SURVEYING 0.28 25,000
SITE CLEARING 0.58 52,000
GRADING 6.86 617,000
EROSION/SEDIMENTATION 0.44 40,000
WATER DISTRIBUTION 1.00 80,000
SEWERAGE 1.13 102,000
STORM DRAINAGE 0.40 36,000
WATER QUALITY 1.67 150,000
STABILIZATION 0.03 3,000
TOTAL SITE IMPROVEMENTS 14,60 1,314,000

Description Per Sq.Ft Budget Codes

1 GENERAL REQUIREMENTS 5.11 460,200 101050-101599
2 SITEWORK 240 845,694 102600-102099
3 CONCRETE 203 182,832 103300-103398
4 MASONRY 8.25 742,600 104000-104999
5 METALS 3.50 314,960 105000-105099
6 WOOD & PLASTIC 0.08 7,000 106000-106899
7 MOISTURE PROTECTION 2.10 189,000 107000-107959
8 DOOR, WINDOW, GLASS 247 222,680 108000-108999
9 FINISHES 0.23 20,400 108000-108999
10 SPECIALTIES 0.07 6,000 1i0000-112899
11 MECHANICAL 1.43 128,656 113000-115900
12 ELECTRICAL 1.19 107,500 116000-119999
TOTAL CONSTRUCTICN COSTS 35.86 3,227,421
b. Construction Budget

The construction budget can now be complied with the numbers that were received from the
general contractor. In addition to the hard costs, we also have to determine what the soft costs
will be which will not be as concrete as the hard costs. Generally each line item can be
calculated as a percent of the total costs or as a percent of hard costs. Some of the line items will
be given by the lender in the good faith closing cost summary. After compiling the numbers it is
necessary to add contingencies because of possible changes in costs and also the lender will
require it. It is determined that both a hard cost and a soft cost contingency will be required and
they are estimated at approximately 3% of the costs in that category. The final determination is
figuring out what can be put in as equity. We placed 50% of the land purchase price and 100%
of the contractor fee in as equity that we will pay out of pocket and the final portion will be the
developers profit which will defer.
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Total Sq Ft:
Laan Amount:

Category
Land
Site Devealopment

Subtotal Land

Hard Cost

Shell Contract Amount
Contractor Fee

Tenant Improvements
GConstruction Contingsncy

Subtotal Improvements

Soff Cost

Architect & Engineers Fees
{inspecting Engineering

Title & Closing Costs

Legal & Accounting

Real Estate Taxes

[insurance

Appralsal & laspections

Subtotal Soft Costs

Fess

Mortgage Broker Fes
Loan Fee

Interest Reserves
Operating Deficit
Ground Lease

Subtotal Financing

Conlingency
Developer's Profit
Leass Commissions
Miscellaneous
Marketing

Subtotal Miscaltaneous
TOTAL

90,000
7,794,713

Per SgFt/Unit Tofal Costs Loan Funding Upfront Equity Dsferred Equity
18.89 1,700,000 850,000 850,000 0
14.60 1,314,000 1,314,000 0 0
33.49 3,014,000 2,164,000 850,000 0
35.86 3,227 421 3,227,421 0 0
3.70 333,131 0 333,131 0
12.42 1,117,500 1,117,500 0 0
1.08 96,823 96,823 o 0
53.05 4774874 4,441,744 333,131 0
1.54 138,833 138,833 ¢] 0
0.05 4,500 4,500 ¢] 0
0.22 19,487 19,487 0 0
0.10 9,000 9,000 0 0
0.47 42,398 42,398 0 0
0.10 9,000 9,000 0 0
0.10 9,000 9,000 ] 0
2.58 232,217 232,217 0 0
0.00 0 0 0 0
0.43 38,974 38,974 i¢] 0
3,70 333,222 333,222 0 0
0.00 0 0 0 0
0.00 0 0 0 0
4.14 372,196 372,196 0 0
3.09 277,865 277 6656 0 0
3.09 277,665 0 0 277,665
3.31 297,891 297,891 0 0
0.00 0 0 0 0
0.10 9,000 9,000 0 0
9.58 862,222 584,666 0 277,665

$ 102.84 $§ 9265509 § 7794713 & 1,183,131 § 277,665
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VL CONSTRUCTION LLOAN

a. Quotes

After determining the cost estimates to develop the land and build two 40,000 square foot
flex buildings the next step is to find a lender who would be able to fund the requested amount.
Two construction quotes were obtained which are detailed on the loan summary spreadsheet.
The term sheets are located in Exhibit C. Both lenders would lend us 85% of costs but each had
different loan to values, which could significantly affect the actual loan amount once the
appraisal is completed. M&T Bank quoted a longer initial interest only term which would be
extremely beneficial especially if the market is slower than expect and it takes longer than 18
months to build and lease up the project. The final major difference is the spread. Since M&T
Bank was able to provide a higher LTV, a longer term and a lower spread, they were chosen as
the construction lender on this project.

Lender Provident Bank M&T Bank

Loan 7,794,713 7,794,713
Required Equity 1,460,796 1,460,796
Term 24 Monthsjj 30 Months

Initial Amortization

Extensions 2 -1 yr options 3 - 1 yr options|
Extension Rate 7.00%] 7.50%
Extension Amort 25 Years 25 Years|

Spread 90 Libor + 2004 Daily Libor + 180,

Loan Fee 38,974 38,974

LTV 75.00%) 80.00%;

Required Appraised Value 10,392,051 9,743,392

Interest Only

Interast Only]

Recourse Full Guarantee Full Guarantee
Tl Funding $25.00 sqft on 50% ojt $26.00 sqft on 50% o
spac spac
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b. M&T Bank Draw Schedule

PROJELT COST. COLUN &
For COLUMN | oL COLLAH 3 Eotlaed TOTAL TOTAL
ITEM # CESCRIFTION OF WORK. sqFt ORIGINAL TOTAL ADIEITWENTS REWSED COMRLETED UNDISSURSED
SHEOWECF | PREVIOUS ™E VALUES TQ DATE {Bal ToFrigh)
vaLLES ADJUSTHENTE PEROD
C1eld L3 CEC7a0T 0
LAND GOSTS
1 |Lend Prea 12.804 1,700,0004 1,700,000 o o o 850,0001 0 o £50,000]
2 |S2a kmprovements 4604 1314,000 1,314,000 [y 0| o o] 0 ¢ 1,314,000
TOTAL LAHD COSTS 345 3,01 o 0 2o [ 0l o #0000 (3 o 216406
HARD COSTS
3 |Shel Fe| 227421 g22740 0 o o Ly 0] o 3227421
4+ |Contracter Fea TE% 27 333131 <] by Ly o AT ol [ o
& Tenant Improvements 1242 1,117,500 1,117,504 of of E: = o o  fi17.500]
& |Hard Cost Confingency 3% 1.0 06,823 £6.823 L o [ o o o 65,82
TOTAL HARD COSYS 538 4,774,874] [ 2 A 7TA874] [ 0} of 333,131 ¢ of 3441744
SOFT COSTS
7 [Amhitect & Enginess Fees 15% 54 133,855 158,85 0 L > o of o 159,833
8 |nspecting Engneating $ 004 0.05] 4,500 4,5004 Lo of 0] o] 0 = 4,500]
¢ [Markefing oosts $ 042 0.104 9,000 9,000 0 [ 0 o o e 8.000]
12 |Broker Commisskons an 297,891 291881 o L G ks [ o 297,891
1 [Developrent Feo s .05 277,665 277 655 [ L 277,665/ o [ [= o]
12 |Tie & Cloging Costs az:% 022 19,487 19,487 L o o of [ = 19,467
1 |{Legd & Accountng 50 0.1 8,000 9,000 [} 0 0] [ o o 8,000
14 fLoan Fees o5% (2% 33,974 98,074 0 L o o v < 5,074}
15 fHderest Reseove 2.7 333,822 353,220 0 o = o] [ o 333 227
16 [ReatEstato Taxes 047 42,908 42308 [ L o} o o o 42 328}
17 fnsurance § o .40 9,000 9,000 o o o o o o1 9,001
1 |Appradsal & Inspections $ o 0.10f 9.000 9,000 9 o of o 0 L 8,0004
18 [Soht Cost ConEngency 0% 20¢] 277,685 277 655 o; [ o o [ o 277.666]
TOTAL SOFT COSTS 1830 1, 465635] o o 1 AESE] 3 j o 5r76es] ¢, [ o 1 1ea970]
CUMULATIVE TOTALS 10284 5.2 o Ol 9 1.-480.705] Ly 9] o 7,794, T13]

The M&T bank draw schedule details the major line items of the land, site improvement,
hard and soft costs of the project. The per square foot and total expected costs are shown first.
Due to the unpredictability of actual cost the lender adds a column to reallocate the costs. If one
section comes in higher than expected and another lower, the budget can adjust by borrowing
from a lower section to compensate for a more expensive one. As draws are made each month
the amount will be placed in the “total completed” section. The difference from the previous
draws will be calculated to determine the current draw request. Invoices will be submitted to the
bank; if the dollar amount requested is large then the bank will require a lien waiver guaranteeing
that the work was completed. This information will be given to an inspector who will visit the
site and make sure that the work has been completed. After the inspector gives the bank
permission a wire will be sent to the borrower.
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c. Interest Reserve Schedule

Interest Rate 7.50%)]
Jan-08  Feb-06 Mar-06 Apr-06 May06 JunD§ Jul08  Aug06 Sep-06 Oct-06 Nov-06 Dec06
1 2 3 4 5 ] 7 8 9 10 1 12

Land & Site Davelopmant 1,060,000 219,000 242,000 219,000 219,000 219,000 [1] [ [ [1] 0 0
Shell 654,041 554,041 554,041 654,041 654,041 654,041 0 Q [+] 0 0 4]
Soft Costs 99,009 99,009 83,009 99,008 ©9,009 99,009 99,009 99,008 68,009 0 0 0
kLl 0 Q o [+ ¢ 0 85962 85,962 85,862 85,962 85,962 85,962
Le 0 0 [+] 1] [ 0 0 0 0 122243 0 9
Draw 1,722,049 872,043 872,040 872,040 872,043 872,048 184,970 184,970 184,97¢ 208,174 85962 85,862
Loan Bal 1,722,049 2,604,862 3476,911 4,348,960 5,221,010 6,093,059 6,276,020 5,462,099 8,647,970 6,856,144 £,942,106 7,028,087
Interest Due 10,763 16,280 21,131 27,181 32,631 38,082 39,238 40,384 41,650 42,851 43,388 43,925
Rental Income 38,529 38529 8520
Operaiing Expenses 13,570 13,670 13,670
Interest Reserve Needed 10,763 16,280 21,731 27,181 32,631 38,082 39,238 40,394 41,650 17,862 18,429 8,067

Jan0?  Feb-07 Mar07 Apr-07 May07 Jun07 Jul07  Aug-07 SepO7 0ct-07 Nov 07 Dec07
21

13 14 16 16 17 18 ig 20 22 23 24 TOTALS
Land & Site Davelopment Q 0 [+ 0 0 [} ] 0 [) Q 0 [V]
Shell 0 0 o 0 0 \] 4 0 [} 0 0 s}
Soft Costs Q9 0 0 Q 0 0 [ 0 0 9 1] 0
ki) 85962 85962 85062 95962 85862 B5962 858962 0 [} Q 0 [}
Le 24,391 71,692 0 43768 o 18781 0 17,148 [} 0 0 [}
Draw 110,352 157,563 85862 120720 85862 {04742 85,962 17,148 0 [{] 0 0 7,784,713
Loan Bal 7,138,410 7,205,973 7,381,934 7,611,663 7,597,625 7,702,367 7,788,329 7,805476 7,805,476 7805478 7.805,476 7,805476
Interest Due 44,6156 45600 48,137 46948 47485 48,140 48,677  4B784 48,784 43,784 48784 48784 969537
Rental income 48100 68,236 68,286 85411 85411 92,781 92,781 06,207 06,207 06,207 96,287 96,207
Operating Expenses 13,670 13570 13670 13570 13,570 13570 135670 13570 13,670 13,57¢ 13570 13570
Interast Reserve Neoded 19,085 [1] [1] [1] [ 0 a 4] [i] 1] 1] of osazee]

The Interest reserve schedule assumes a six-month construction period with the land price
entirely drawn in the first month of the loan, Construction soft costs are allocated equally until
the first tenant occupies the premises.

Tenant improvements begin as soon as the building shell is complete. We assume that build
out will take an average of three months. The TI amount is based on each tenant’s move in date
and their percentage of office space required. LNPS Industrial, LLC offers $25 a square foot for
100% office. Therefore if the tenant requests a 50% build out they will have an allowance of
$12.50 times their square footage. The TI amount is then amortized over a five-year period at an
11% interest rate. This number is converted into a per square foot amount, then added to the
shell rate to determine the rental rate. These are detailed on the rent roll.

Leasing commissions are the next line item. They are based on 4% of the total rental income
from each tenant including annual increases but not including reimbursements. LCs will be paid
to the broker when the tenant moves in. These numbers are shown on the initial property rent
roll.

These numbers are added up each month to determine the outstanding loan balance, which is
then muitiplied by an average interest rate of 7.5% which results in the monthly interest reserve
required. In month 10 the first tenants move in and the project has income, but with additional
expenses that will need to be accounted for. By month 14 the income completely covers the
interest on the construction loan. Each of the month’s interest numbers is added up to result in
an interest reserve amount of $333,222.
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Rent Fferm  Square Annual Annual % TiWSqft  TiCosts LCs SqFt Building
Bidg Suite  Tenant Start xplra Years _ Footape Base Rent Rate PSF__ Office Office % Oce.
Flax A AE  Tenantd 10/1/2006 973042011 & 15,000 174,136 11.81 40%  10.00 150,000 38,673 6,000 16.67%
Flox A F-H  Tenant2 10/1/2008 /3042013 5 8,000 98,611 10.86 30% 780 67,600 21,897 2,700 10.00%
Flox A | Tenant 3 10/1/2006  9/28/2016 10 3,000 46,668 16.52 100% 25.00 75,000 22,042 3,000 3.33%
Flox A 4L Tenantd 101/2006  9/20/2013 7 9,000 126028  13.89 75% 1875 168,760 39,700 6,750 10.00%
Flox A M-C  Tenants $/1/2007  12/31/2011 5 9,000 110,352 12.26 B0% 1250 112,600 24391 4,500 10.00%
Flex B A-C  Tenant6 2/1/2007 14312012 5 9,000 45,676 10.63 25% 6.25 66,250 21,274 2,250 10.00%
FlexB D-F  Tenaml7 242007 1/30/2016 3 2,000 136,964 16,22 80%  20.00 180,000 50,318 7,200 10.00%
FlexB G-K Tenant8 4112007 3302012 5 15,000 188,597 13,24 65% 1625 243,750 43768 9,750 16.67%
Fiex B L-N  Tenant® 6/tR007  6/30/2012 5 9,000 83,935 9.33 5% 125 11,260 18,781 450 10.00%
FlexB o] Tenant 10 812007 1292016 9 3,000 40,698 13.67 % 1750 62,500 17,148 2,100 3.99%
]
20,000 1,110,666 1234 50% 1,117,500 287,891 44,700 100.00%
Tenant Descriptions:
Tenant 1 Manufaciurer of medical & cosmetic contalners. 30% of warehouse space was converled to a manufacturing space at tenants expense.
Tenant 2 Wholesale distribwior for aulo panis.
Tenant 3 Manufacturing representative
Tenant 4 Sales & manufacturing office for lab equipment. Has contracts with JHU and U of MD Medical Center.
Tenant 5 Copy center
Tenant 6 Fire Restoration Company
Tenant 7 Call canter for gov conitractor; rent Is above market because wa were able 10 add a dollar premium because they would only sign a 5 yr lease
and they required additional parking
Tenant 8 Clearinghouse - processor of checks for local banks
Tenant 9 Automolive Glass Co
Tenant 10 Back up space for a local credit unlon in case of ferrorism
1
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VIL PERMANENT LOAN

a, Quotes

After 18 months the project should be 97% leased and ready for a permanent loan, We
prepared a discounted cash flow for the broker to get quotes. After reviewing recent sales data
and appraisals the broker determined that a 9.00% terminal cap rate and a 9.75% discount rate
would be appropriate for this project, and the DCF model determined the value to be $9,255,509.
The broker then submitted four quotes from various lenders. Two quotes came from life
insurance companies. Although attractive because of their ease to deal with, we determined that
the 75% LTV would not be high enough to completely take out the construction loan. We
focused on the two conduit quotes for 80% LTV’s with lower spreads. The Lehman and Column
quote were basically the same other than the slight difference in spreads. The deciding factor
was the mezz quote by Mezz Cap that came with the Column quote. Together they would take
the project up to an 85% LTV and enable us to draw more equity out of the project. The broker
said that the senior note and mezz note financing would occur simultaneously because of the
relationship that the two lenders had. We thus determined that the Column/Mezz Cap quote
would most maximize the project’s returns.

The senior debt lender requires a 1.20x DSCR. Possible rollovers in years 6 and 11 cause the
cover to dip below 1.20x, but a required TI & LC reserve will spread these costs throughout the
loan. The result will be a reduced DSCR in the other years and in increase of the DSCR in years
6 and 11, and ultimately all years satisfying the DSCR requirements.

Unfortunately the conduit quote requires defeasance which can be much more costly than the
yield maintenance prepayment penalty. However, as long term investors we do not expect to sell
the property and have to prepay the loan, hence this factor does not affect our decision. Still, we
did negotiate a 1% transfer fee to allow a buyer to assume the loan on the remote chance we will
decide to sell this property during the term of the loan.

The lender provided an estimated closing costs schedule, which reduce our proceeds at loan
closing, Legal expenses estimate high due to the structure of the loan and the requirement of the
IDOT structure that is used in Maryland. The broker that brought the deal to us will also require
a fee of approximately 1% of the loan amount.
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Lender
Lender Type
Loan Amount
Term
Amortization
Interest Rate:
Interest computation
Treasury as of 4/18/06
Spread
Curreni rate
Payment - amortizing
Floor Rate
Non-recourse
Carve-ouls
Debt coverage ratio
Loan to value ralio
Prepayment penalty
Lock-out peried
Traesfer
Borrowing entity requirements:
Entity type
Tiers
BK remote
Non consolidation opinion
independent direcior
Impounds:
Taxes
Insurance
Tlicommissions
Capital reserves
Closing period:
Rate Lock
Commiimeni Fee
Closing cost ¢slimates:
Lender Fees
Norihharq Fee (Broker)
Bormower legal
Third Parties

Mezz Debt Lender
Loan Amount
Term
Amartization
Interest Rate
Payment
LTV
Dbt coverage ratio
Prepayment penalty

PPM Jefferson Pilot Lelunan Column
Life Insurance Co. Life Insurance Co. Conduit Conduit
7,384,154 | 5 7,384,154 7,876,431 §$
14 1 |
25 25
304364 304360 Actual/3e(]
5.019 S.O0H% 5.01%
134 125
6.31 6.26% 6.16%8
$48,985 548,757 48,034
Non Nond 25 bps below rat2 a1 time of apf] 20'bps below rate ef time of
Y Yeg Yedi
Fraud & Material Misre, Nong Fraud & Material Misrey Fraud & Materiaf Misred
12 1.25 1.204 1,205
75 759 80 805y
Yield Mainteaancd Yieid Maintenance Deleasancd) Defeasancd
3 yearg 3 yeary 2 yeary 2 yry
Multiple @ 15§ Multiple @ 194 One @ 1% One @ 1%
SPH SFH SPH SPH
N/A /A N Ng
NIA NIN Nd Nd
Nd Nd Nd Ng
Ng N Nl Nd
‘Waived Waived Yeq Yey
Waiw:a Walved) Yeg Yeqd
Non Nong Yes Yeg
Nong Nong Yeq Yeg
45 - 60 dayy 45 - 60 dayy €0 - 90 days 45 - 60 dayy
At loan committee approval At application 3 days prior to closingy 3 days prior to closing]
2% pood faith refundabid 2% pood falth refundablg Free 60 days 2% good faith refundabid
$5,00 $4,000 55,003 35,000
567,88 %67.8818 $71,573 $71,573
cap at $12,5 cap at $12,500 cap at $15,000 cap at $15,000
Appraisal, Phase I, Property Appralsal, Phase 1, Properiy| Appraisal, Phase I, Property Appraisal, Phase I, Property]
Cordition & Survey requi Condition & Survey required] | Condilion & Survey required Condition & Survey required
Mezz Cap
3 492,277
10
34
11.
$56,25
5
1,07
Fixed
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VIIL MEZZANINE DEBT

Mezz debt can be very expensive compared to a permanent loan. Conduits generally do not
allow additional loans on the subject property, but the relationship that Mezz Cap has with
Column allows the Mezz Cap B note to use the property as collateral, as long as the LTV does
not exceed 85%. If more money is needed Mezz Cap will offer a C Note up to a 90% LTV at a
higher cost. Collateral on the loan will not be the property anymore, instead it will be the
partnership interest in the ownership entity and the interest rate will rise to 14%. For this
property the 85% LTV would be the best choice because of the lower rate. The terms of the
Mezz Cap B Note generally mirror the senior loan and the process is seamless due to the
relationship between the senior lender and the mezz lender. Since the two loans occur
simultaneonsly the costs are greatly reduced due to only one underwriting process, one set of
reports and one closing. The minimum debt service coverage is 1.07x, which is not a problem
for the subject property except for possible rollover years 6 & 11 with higher TT and LC costs.
Again, since Column requires a TI & LC reserve the problems is solved because the costs will be
spread out through the term of the loan, stabilizing the DSCR.
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IX. EQUITY

LNPS’s largest equity outlay will go towards purchase of the raw land. By typically paying
for raw land out of pocket and attempting to retrieve a portion of the equity with permanent
financing, LNPS is able to outrun the competition when an opportunity hits the market. The
initial purchase of the raw land requires $1,460,796. The remaining portion of the construction
will be financed.

Our equity outlay following stabilization varies depending on which scenario plays out—
Best, Most Likely or Worst. In the Best scenario, the entire project will be pre-leased at
$9.50/sq.ft. In this scenario, no additional equity outlay will be required. The required equity
under this scenario is $604,936, which means that LNPS will actually get more than 50% of its
original equity investment back when the permanent loan is taken.

Similarly, in the most likely scenario, LNPS takes cash out of the deal when the project goes
to permanent financing. In this scenario, $886,801 of equity is required, again substantially
reducing our cash equity position in the project. A mezzanine loan for an additional 5% of the
value further reduces our equity. Both the best and most likely scenarios allow LNPS to have
immediately available funds to move into new projects.

In the Worst Case scenario a significant additional equity layout is required by LNPS. The
project would require an additional $3,403,187. We feel that this scenario is very unlikely, but if
i{ were to occur, we may be required to decrease our equity position by considering additional,
more expensive debt.

Best Case 12.18% 88.58% $10,813,216 $ 9,255,509 $ 1,557,707

Most Likely 10.68% 4164%  $9,845539 $ 9,255509 $ 590,030

Worse Case 8.13% 7.00%  $6,885,086 $ 9,255,508 § (2,370,424)



LNPS INDUSTRIAL GROUP, LLC

X. CASH FLOWS WITH DISCUSSION
a. Market Leasing Assumptions

In the most likely case scenario we are assuming an on time delivery of 6 months to be
immediately followed by the beginning of the tenant improvements which is estimated to take 3
months for each tenant. The shell market rental rate is $9.00 with 3% annual increases. The
initial tenants have varying terms from 5 year to 10 years with 65% renewal probability. The
market rent is $12.34, which is the average rent from year 1 and it escalates at 3% a year for both
new and renewal tenants. If a tenant vacates it is assumed that there will be 3 months of
downtime. Currently the market does not have any rent abatements and we will not be offering
any in the most likely case scenario. We continue to offer our standard TI package of $12.50 a
square foot for new tenants and we offer $2.00 for renewals which would cover the cost to
repaint and carpet the suite. Leasing commissions will be 4% for new leases and 2% on
renewals. Exhibit D shows the cash flow analysis for this scenario.

Below is the market leasing assumptions for the Best and Worst Case Scenarios. The
corresponding cash flow analysis for each scenario is in Exhibits E & F.

Best Case Most Likely Case Worst Case
Building Delivery On Time On Time Delayed
Pre-leasing 100.00% 40.00% 0.00%
Shell Rent $ 950 % 800t % 8.50
Renewal Probability 65% 65% 65%
Yeari | $ 1284 | % 12341 % 11.74
Market Rent Increase 3% 3% 3%
Yeari | $ 284 § 12341 % 11.74
Renewal Rent Increase 3% 3% 3%
Downtime 3 Months 3 Months 3 Months
New 3 1250] % 12501 $ 12.50
TlAllowance o wal| $ 200/ $ 200 | $ 2,00
LCs New 4% 4% 4%
Renswal 2% 2% 2%
Rent Abatements 0 Months 0 Months 2 Months
Term 7 Years 5 Years 5 Years
Reimbursements G IG IG

b. Capitalization Strategy

Below is our capitalization strategy for this scenario. Our leverage overall return on this
property is 41.6% and our unleverage return is 10.68% for a 10-year holding period. LNPS has a
long term holding period and is not planning on selling this property based on the largest internal
rate of return on an estimate stream of cash flows although if be were the optimal period to sell
would be in year 4 were the unleverage IRR is the highest at 12.22%.



LNPS INDUSTRIAL GROUP, LLC

Capitalization Strategy
80% Debt + 5% Mezz + 15% Developer Equity

1 2 3 4 5 6 7 8 2 10 11
Jun-2007 Tm-2008 T 068 im-2010 Jom-2011 Jun-2012 Jo-2013 Jm-2014 Fon-2015 Tm-2016 Fun-2017
‘Net Operating Facome $ ST 5 S06740 3 955580 3 986418 % 1017641 $ 1041852 3 1086052 § 0 LO77SRL S 1054308 5 1048628 5 1,069393
, % Growth 1313% 54% 2% 3% 24% 43% 8% -12% -15%
j 5-¥r NOI Grorwih 31.2%
“L Less: Capital Expenses 2000 9,225 9456 5,602 9,934 429817 78433 80483 2594 11,240
Property Cash Flow beftre Delt $ 1910 5 891515 3 M4ESM S 976326 § 100377 § S12035 5 LOO76I3 § 99T195 & 981714 § 1037388
) WFISF 5 420 S 997 % 052 ¢ 085 % 1120 5 680 S 1120 % 16 s 051 % 1153
i
; Less: Debt Servive x 573380 13380 573380 573,380 573380 573380 573,350 573,380 573380
: Cash Flow Avzilable to Mezzznioe Position 183,970 324,135 373,144 403346 434,327 33,655 434233 429,815 408334 464,008
Less: Mevzamine Debt Service - 58,257 56,257 56257 56,257 56,257 56257 36,257 56,257 56,257
Cash Flow W Equity 382970 § 2674878 %3 36EST 5§ 408 3 3WLT0 $ (n602) $ 377978 & 387558 5 352077 % 407751
ReSake / Reversonzey Volee Cakmlation -———— > Terminsd Year 11 KOI $ 1,065,393
i Capltalized @ 9.00% § 11582144
i‘ Lesst Sake Casty @ 300% (3564640
] Lesss Sr. Debt Payofl 510,710
t Lessx Mezz Debt Payolf 434,180
Iessr ]V Equity Pagoff -
Ned Proceeds from Sake $ 4460782
Internal Rute of Return (IRR) Analysis
Cath Fiow to Equity $ 382970 % 2678 § 316837 § 34708 § 3T0W § (17600 & 3715876 § 367,558 5 352017 & 407,751
Add: Net Proceeds from Sale - - - - : - 4,460,782
Cash Flow to Equity $ 382970 § 6188 5 316K § 347083 & 330N 3 (17602) $ 371976 § 367558 § 350077 § 43685¥
Intermal Rate of Retsarn (Equity) 416%
Gross Profit { Cash Return s Equity s 6,754,638
based ont Eguily Cash Flaw Streom (below)
@BS6801) § 382970 5 67878 5 3168%T § 347089 8 IWOW $  (17602) 8 370576 5§ J6TSSE 5 35207 & 436853
[Arsual Equity Teckds / Retxrns
on NOT 4% 1% 27% looz 193% 186% 11.6% 9% 10.5% 10.7%

on Carh Fiow o Equity 432% 30.2% 35.7% 0.0% 426% 22.0% 42.6% 414% do.7% A50%




LNPS INDUSTRIAL GROUP, LLC

XI. LEASING PLAN

The Rolling Road Industrial Park possesses multiple flex spaces that will aliow a broad range
of potential tenants. Our program allows the tenant to determine and develop the amount of
office and/or warehouse space required to support their operations. Our retained architects and
engineers will design the spaces, detailing each of the tenants’ floor layout and infrastructure to
be fast-tracked through construction by our interior fit-out contractor. By aggressively achieving
their designed requirements and construction, our tenants will have fewer disruptions in their
operations during relocation.

Due to our existing presence, proven track record on other projects, and large number of
tenant clientele in the West Baltimore County area, we are able to pre-lease 40% of the
development prior to construction, with October 1, 2006 move-in dates. Per absorptlon rates
based on our marketing analysis we are confident that the remaining 54,000 ft* will be leased-up
and tenants moved into their space(s) by August 2007. To insure this schedule, our in-house
Leasing Agents will address the question “Where do Tenants come from,” We will target
tenants in existing or older buildings that may desire to move to a new location. Some draws for
these potential tenants would be savings in their operations costs as well as better working
environments for their staff. We will focus also on tenants in surrounding competitive markets,
such as Baltimore City. We will detail the benefits of relocating to our project due to the majority
of the workforce living in close proximity, thus reducing employee transportation costs, as well
as proximity to residential areas that could possess future job pools. Finally, we will focus on
the government contracting market where contractors require proximity to agencies such as
HCFA (Health Care Finance Administration) and SSA (Social Security Administration).



LNPS INDUSTRIAL GROUP, LL.C

XIIL CRITICAL PATH

Our Critical Path, included in Exhibit G, presents a 45-day due-diligence period that
includes Environmental Site Assessment (Phase I), zoning, market research, wetlands study,
preliminary budgets, traffic study, development approvals, and the formation of the entity of
LNPS Industrial Group, LLC. During the due-diligence period, we will have reviewed and
obtained our Construction Loan prior to the start of construction. The “breaking ground” and
construction loan will start January 2006, with a 20-month construction period that includes all
anticipated tenant improvements. Starting in March of 2007, we will have obtained quotes and
have chosen our permanent and mezzanine lenders, with final documents completed and
settlement in June 2007. Our critical path is contingent on achieving our construction schedule,
our lease-up to stabilization, and achieving and settling permanent financing,



LNPS INDUSTRIAL GROUP, LL.C

XIII. EXHIBITS

CoStar Report

Detailed Construction Budget
Construction I.oan Term Sheets
Most likely Case Cash Flow Scenario
Best Case Cash Flow Scenario

Worst Case Cash Flow Scenario
Critical Path
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This copyrighted report conlains research Ftensed to Johns Hopking University - 66764,

Face Rent Analysis Report
i AV
Flex
Industriat Gross 5 $6.50 $9.02 $13.25 3 $6.75 $8.20 $10.00 $8.80
Modified Gross 2 $6.50 $6.69 $6.95 0 - - - $6.69
Megotiable 3 - - - 0 - - - -
Plus All Utilities 2 $7.50 $11.30 $12]§ 0 - - - $11.30
OffiMed
Modified Gross 1 $12.00 $12.00 $12.00 0 - - - $12.00
Office
Full Service Gross 0 - - - 1 $12.50 $12.50 $12.50 $12.50
Medified Gross 1 $12.75 $12.75 $12.75 0] - - - $12.75
Negotiabie 1 - - - o - - - -
Triple Net 0 - - - 1 $9.00 $9.00 $9.00 $9.00
Warehse
Modified Gross 1 $6.50 $6.50 $6.50 0 - - - $6.50
42712006
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7120-7132 Ambassador Rd
Bidg 4

Windsor Mitl, MD 21244
Baltimore County County

Building Type:
Status:
Building Size:
Land Area;
Stories:
Parking:

Class B Flex Space Avail: 0 SF
Built 1970 Max Conlig: 0 SF
46,804 SF Smaflest Space: .

2.40 AC Rent/SF/Yr: .

1 % Leased: 100%
Free Surface Spaces; Ratio of 3.00/1,000 SF

7142 Ambassador Rd
Windsor Mill, MD 21244
Baltimore County Gounty

Building Type:
Status:
Building Size:
Land Area:
Stories:
Parking:

Class B Fiex Space Avail: 71,479 SF
Built 1967 Max Contig: 71,479 SF
71,479 SF Smaliest Space: 71,479 SF
4 AC Rent/SFIYr. 89,25

1 % Leased: 0%

40 Surface Spaces are available

7144-7162 Ambassador Rd
Bldg 6

Windsor Mili, MD 21244
Baltimore Couniy County

Building Type:
Stalus:
Building Size:
Land Area:
Slories:
Parking:

Glass B Flex Space Avail: 0 SF
Built Jul 1874 Max Conlig: 0 SF
65,721 SF Smallest Space: -
4,37 AC Rent/SFiYr: -

1 % Leased: 100%
Free Surface Spaces; Ratio of 1.00/1,000 SF

7210 Ambassador Rd
Bidg 60

Buiiding Type:
: Built Mar 1974

Status.

Class B Flex Space Avall: ¢ SF

Max Config: 0 SF

Windsor Mill, MD 21244 Building Size: 83,435 SF Smaliest Space: -

Baltimore County County Lan(?Area: 7.95 AC Renh’&‘?FIYr: .
Stories: 1 % Leased: $00%
Parking: Free Surface Spaces; Ratio of 3.90/1,000 SF

7223-724% Ambassador Rd Building Type: Class B Flex Space Avail: 8,310 5F

Bidg 10 Status: Built 1967, Renov 1987 Max Contig: 6,895 SF

ngzﬁgfgi ﬂ?y ’Jfff,,,, Building Size: 85,396 SF Smallest Space: 2,415 SF

Land Area: 5.82 AC RentSF/Yr $12.50

Stories: 4 % Leased: 100%
Parking: Free Surface Spaces; Ratio of 1.10/1,000 SF

“Fhits copyrighted reporl contains research fcensed to Johns Hoplins University - 66764.

4/27/2006
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7253 Ambassador Rd Building Type: Class B Flex Space Avall: 0 SF .
fdffgj 46 Wil MD 24244 Stalus: Built 1988 Max Conlig: 0 SF
inasor i, Building Stze: 38,930 SF Smallest Space: -
Baitimore County County Land Araa: - Reny/SFivYr: -
Stories: 1 % Leased: 100%
Parking: Free Surface Spaces; Ratio of 4,10/1,000 SF
6523 Baltimore National Pike Building Type: Class B Fiex Space Avail: 0 SF
] Catonsville, MD 21228 Status: Existing Max Contig: 0 SF
Baltimore County County Building Size: 15,000 SF Smaltest Space: -
) Land Area; - Rent/SF/YT: -
Stories: 2 % Leased: 100%
2040.2076 Lord Baltimore Dr Building Type: Class B Flex Space Avall; 0 SF
Security Blf‘l;g 2 1244 Status: Bullt 1979 Max Contig: 0 SF
Windsor Mill, MD 212 Building Size: 93,370 SF Smallest Space: -
Baltimore County County Land Area: - Rent/SFAYr: -
Stories: 1 % Leased: 100%
Parking: Free Surface Spaces
2505 Lord Baltimore Dr Building Type: Class B Flex Space Avail: 21,000 SF
ansor Mill, MD 21244 Status: Bullt Jan 2001 Max Conlig: 21,000 SF
Baltimore County County Building Size: 42,920 SF Smallest Space: 3,000 SF
Land Area: - RentSFAYr: $5.00 —_
Stories: 1 % Leased: 100%
Parking: Ratte of 4.00/1,000 SF
2520 Lord Baitimore Dr Building Type: Class B Flex Space Avail; 0 §F
Wr’ngisor Mill, MD 21244 Status:; Built Feb 2000 Max Contig: 0 SF
Baltimore County County Building Size: 57,240 SF Smallest Space: -
Land Area: - Rent/SFIYr: -
Slories: 1 % Leased: 100%
Parking: Free Surface Spaces

This copyrighted report conlains rasaarch icensed to Johns Hopkins University - 66764,

4/27/2006
Page 8




T “3% 2525 Lord Baltimore Dr Building Type: Class B Flex Space Avaj!: 0 SF \
!E‘ ‘i Windsor Mill, MD 21244 Status: Built Oct 2000 Max Contig: 0 SF
, Gy Caltiniore County County Bullding Stze: 36,120 SF Smallest Space: -
Land Area: - RenV/SF/Ye: -
Stories: ¢ % Leased: 100%
Parking: Ratio of 4.80/1,000 SF
2545 Lord Baltimore Dr Building Type: Class B Flex Space Avail: 0 SF
Windsor Miil, MD 21244 Stafus: Bulit Oct 2000 Max Conlig: 0 SF
Baitimore County County Building Size: 36,120 SF Smallest Space: -
Land Area: - Remt/SF/YT: -
Sterles: 1 % Leased: 100%
Parking: Ratio of 4.00/1,000 SF
2555 Lord Baltimore Dr Bullding Type: Class B Flex Space Avall: ¢ SF
Windsor Mill, MD 21244 Stalus: Built Mar 1099 Max Conlig; 8 SF
Baltimore County County Building Size: 42,000 SF Smallest Space: -
Land Area: - Rent/SFfYr: -
Stories: 1 % Leased: 100%
Parking: Free Surface Spaces; Ratio of 4.00/1,000 SF

2605 Lord Baltimore Dr Building Type: Class B Flex Space Avail. 4,800 SF
Windsor Mill, MD 21244 Status: Built Mar 1989 Max Conlig: 4,800 SF
Baitimore County County Building Size: 38,400 SF Smallest Space: 4,800 SF
Land Area: - Renl/SF/Yr: Negotiable
Stories: 1 % Leased; 87.5%
Parking: Free Surface Spaces; Ratio of 4.00/1,000 5F
2622 Lord Baltimore Dr Building Type: Class B Fiex Space Avail: 0 5F
Windsor Miti, MD 21244 Status: Bulilt Sep 1988 Max Contig: 0 SF
Baltimore County County Building Size: 19,800 SF Smallest Space: -
Land Area: - Rent/SEfYT: -
Stories: 1 % Leased: 100%
Parking: Free Surface Spaces; Ratio of 4.00/1,000 SF

This copyrighted reporl conlzing research licensed 1o Johns Hopking Univasstty - 86764,

4/2712006
Page 8




2624 Lord Baitimore Dr
Windsor Mill, MD 21244
Baltimore County County

Buiiding Type: Class B Flex
Status: Built Sep 1988
Building Size: 31,080 SF
Land Area: -
Stories: 1

Space Ava!t: 0 SF s
Max Conlig: 0 SF
Smallest Space: -
Rent/SF/Yr: -
% Leased: 100%

Parking: Free Surface Spaces; Ratio of 4.00/1,000 SF

15-35 Mellor Ave

The Mews at Melfor Avenue
Catonsville, MD 21228
Baitimore County County

Bullding Type: Class B Flex
Status: Renov 1997
Building Size: 18,975 SF
Land Area: 2 AC
Stories: 1

Space Avall: 8,833 SF
Max Contig: 8,833 SF
Smallest Space: 3,250 SF
Rent/SF/Yr: $12.75
% Leased: 53.5%

Parking: 150 free Surface Spaces are available; Ratio of 5,00/1,000 SF

6§1-103 Mellor Ave

The Mews at Mellor Avenue
Catonsville, MD 21228
Baltimore County County

Building Type: Class B Flex
Status: Renov 1985
Building Size: 37,500 SF
Land Area: 1.85 AC
Slories: 4

Space Avail: 3,360 SF
Max Contig: 3,360 SF
Smallest Space: 1,680 SF
Rent/SF/Yr: $7.50
% Leased: 91.0%

Parking: 80 free Surface Spaces are available; Ratic of 2.67/1,000 SF

5411 Old Frederick Rd
Frederick Villa Professional
Center

Catonsville, MD 21229
Baltimore County County

Building Type: Ciass B Flex
Status: Built 1977
Building Size: 25,513 SF
Land Area:
Storfes: 1
Parking: Ratio of 4.00/1,000 SF

Space Avail: 1,500 SF
Max Contig: 1,500 SF
Smallest Space: 1,500 5F
Rent/SFIYr: $12.00
% Leased: 94.1%

2707 Rolling Rd

Bidg A

Windsor Mill, MD 21244
Baltimore County County

Building Type: Class B Flex
Stalus: Bullt Jan 2001
Building Size: 70,200 SF
Land Area: 10,38 AC
Stories: 1

Parking: Ratio of 3.00/1,600 5F

Space Avail: 6,000 SF
Max Contig: 6,000 SF
Smallest Space: 3,600 SF
RenVSF/YT: Negotiable
% Leased: 91.5%

Tnis copyrighted repod conlains research licensed to Johns Hopking Univarsity - 66764,

41272006
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2709 Rolling Rd

Bldg B

Windsor Milf, MD 21244
Baltimore County County

Building Type: Class B Flex
Stalus: Bujlt Dec 2002
Building Size: 78,000 SF Smallest Space: -
Land Area: 10,38 AC Rent/SFFYr: -
Siorles: 1 % Leased: 100%

Space Ava!l: 0 SF
Max Conlig: o SF

2605 N Rolling Rd
Windsor Miff, MD 21244
Baltimore County County

Building Type: Class B Flex Spacs Avail; 0 SF

Status: Built Nov 1888 Max Conlig: g SF
Buiiding Size: 32,250 SF Smallest Space: -
Land Area: - - Rent/SFfYr; .
Stories: 1 % Leased: 100%

Parking: Free Surface Spaces; Ratio of 3.15/1,000 SF

7200 Rutherford Rd

Bidg 12

Windsor Mill, MD 21244
Baitimore County County

Building Type: Class B Fiex
Status: Built Oct 1978
Building Size: 58,415 SF
Land Area: -
Stories: 1 % Leased: 75.4%

Parking: Free Surface Spaces; Ratic of 1.60/1,000 SF

Space Avall; 28,987 SF

Max Contig: 28,907 SF

Smallest Space: 14,400 SF
Rent/SFfYr: $6.75-$9.00

1706 Whitehead Rd
Woodfawn, MD 21207
Baitimore County County

Space Avail; 0 SE
Max Contig: 0 SF

Building Type: Class B Flax
Status: Existing
Building Size: 21,587 SF Smallest Space; -
Land Area: 2.00 AC Rent/SFIYr: -

Stories: 1 % Leased: 100%

Parking: Free Surface Spaces

1708 Whitehead Rd
Woodlawn, MD 21207
Baitimore County County

Space Avail: 0 SF
Max Contig: 0 SF

Building Type: Class B Flex
Status: Built 1977
Building Size: 47,014 SF Smallest Space: -
Larnd Area: - Rent/SF/Y:: -
Stories: 4 % Leased: 100%

Parking: Free Surface Spaces; Ratlo of 2.50/1,000 SF

This copyrighled report contains research Lcensed to Johns Hopkins University - 66764.

412712006
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1713 Whitehead Rd
Braka Bidg

Woodlawn, MD 21207
Baitimore Counly County

Building Type:
Stalus:
Building Size:
Land Area:
Stories:

Parking:

Class B Flex Space Avail: 0 SF .
Buiit 1970, Renov 1994 Max Contig: 0 SF

35,465 5F Smallest Space: -

199 AC Rent/SF/Yr: -

1 % Leased: 100%

100 free Surface Spaces are avallable; Ratlo of 4,501,000 SF

1717 Whitehead Rd
Sather Bidg

Woodiawn, MD 21207
Baltimore County County

Building Type:
Status:
Building Size:
Land Area:
Stories:
Parking:

Class B Flex Space Avail; 10,244 SF
Built 1968 Max Contig: 10,244 SF
51,023 SF Smallest Space: 10,244 SF
2.80 AC Rent/SF/Yr: $6,95

1 % Leased: 79.9%
Free Surface Spaces; Ratio of 3.50/1,000 SF

1724 Whitehead Rd
Hunter Bldg

Woodfawn, M 21207
Baitimore County County

Building Type:
Status:
Buliding Size:
Land Area:
Stories:
Parking:

Class B Flex Space Avail: 0 SF
Built 1972 Max Contig: 0 SF
22192 SF Smallest Space: -

4 AC Rent/SF/YT; -

1 % Leased; 100%
Free Surface Spaces; Ratio of 3.00/1,000 SF

1726 Whitehead Rd
Edwards Bldg
Woodlawn, MD 21207
Baltimore County County

Butlding Type:
Slatus:
Buitding Size:
Land Area:
Stories:
Parking:

Class B Flex Space Avail: 37,669 SF
Built Dec 1872, Renov 1590 Max Contig: 37,669 SF
37,669 SF Smallest Space: 37,669 SF
4 AC Rent/SF/Yr: $12.75

1 % Leased: 0%

Free Surface Spaces; Ratio of 4.60/1,000 SF

1817.1821 Whitehead Rd
Radcliffe Bldg
Woodlawn, MD 21207
Baltimore County County

Building Type:
Status:
Building Size:
Land Area:
Stories:
Parking:

Class B Flex Space Avail: 19,080 SF
Bullt 1964 Max Conlig: 14,080 SF
33,730 SF Smallest Space: 5,000 SF
- Rent/SF/Yr: $6.50

1 % Leased: 43.4%
Free Surface Spaces; Ratlo of 3.80/1,000 SF

. . - N - 4/27/2006
This copyrighted report conlains research licensed to Johns Hopkins Universily - 66764, P age £2



6601 Whitestone Rd
Brookview Bldg
Woodlawn, MD 21207
Baltimore County County
NW Corner

Building Type:
Stalus:
Buikding Size:
Land Area:
Slories:
Farking:

Class B Flex Space Avafl: 14,633 SF
Built 1969 Max Conlig: 14,633 SF
32,905 SF Smallest Space: 14,633 SF
1.90 AC Rent/SF/Yr: 86,50

1 % Leased: 55.5%

Fres Surface Spaces; Ratie of 3.20/1,000 SF

6709 Whitestone Rd
Blanks Fabric Center
Woodlawn, MD 21207
Baltimore County County

Building Type:
Status:
Building Size:
Land Area:
Storfes:

Parking:

Class B Flex Space Avail: 51,815 SF
Built 1965 Max Contig: 54,815 SF
51,815 S5F Smallest Space: 25,000 SF
3.06 AC RentSF/Yr: Negotiable
1 % leased: 51,8%

Free Surface Spaces; Ratio of 3.00/1,000 SF

7139 Windsor Bivd
LM Windsor Mill, MD 71244
@l Baltimore County County

Building Type:
Stalos:
Buiiding Size:
Land Area:
Slories;
Parking:

Class B Flex Space Avail: 0 SF
Built 1985 Max Conlig: 0 SF
23,000 SF Smallest Space: -
2.81 AC Rent/SF/Yr: -

1 % Leased: 100%
Ratio of 4.00/1,000 SF

7140 Windsor Bivd Building Type: Class B Flex Space Avait: 0 SF
T. Talbott Bond Bidy Status: Built 1982 Max Contig: 0 SF
Windsor MI”, MD 21244 Building Size: .
" g Size: 16,825 SF Smallesl Space: «
Baltimore County County Land Area: 1 AC ReNYSEAY: -
Stories: 9 % Leased: 100%
Parking: Free Surface Spaces
7152 Windsor Bivd Building Type: Class B Flex Space Avail: 0 5F
5;0'% 29 o MD 21244 Status: Built Mar 1985 Max Contig: 0 SE
indsor Mill, MD 2 Building Size: 59,202 SF Smallest Space: -
Balfimore County County D §
NE Corner Land Area: . Renl/SF/Yr: .
Stories: 1 % Leased: 100%
Parking: Free Surface Spaces; Ratic of 4.00/1,000 SF

42712006

This copyrighted repert conlains research fcensed to Jehns Hopldns Universily - 66764,
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7123 Windsor Mill Rd Buiiding Type: Class B Flex Space Ava‘lk 2,410 SF,
Anchorage Business Center Status: Built Jul 2001 Max Contig: 2,410 SF
2:;;?:12: :’gf) 'ﬂ?y gg::w Building Size: 18,000 SF Smallest Space: 2,410 SF
Land Area: 1.48 AC Rent/SF/YT: $40.00
Storles: % Leased: 100%
Parking: Free Surface Spaces
1506 Woadlawn Dr Building Type: Class B Flex Space Avail: 46,444 SF
Michael Bldy Status: Built 1968, Renov Apr 1996 Max Contig: 41,566 SF
;V;ﬁgz:\;ﬂb’:& fyf'g?umy Bullding Size: 53,336 SF Smaliest 8pace: 4,878 SF
Land Area: 2,77 AC Rent/SFryYr. $9.00-$13.25
Stories: 1 % Leased: 90.9%
Parking: Free Surface Spaces; Ratio of 4.00/11,000 SF

1508 Woodlawn Dr
Dunieavy Bldg
Waodlawn, MD 21207
Baitimore County County

Building Type:
Siatus:
Building Size:
Land Area:
Stores:
Parking:

Class B Flex
Bullt Sep 1969
75,076 5F

1

Space Avail: § SF
Max Conlig: 0 SF
Smallest Space: -
Rent/SFryr: -
% Leased: 100%

Free Surface Spaces; Ratio of 4.00/1,000 5F

This copytighled repert conlains rasearch Ecensed 1o Johns Hopkins University - 66764.
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CODE ITEM QNT | U/ u/pP BUDGET STD  NO
101020 |Design - Building LS -
101030 |Design - Sitework LS -
101040 |Design - Landscaping LS -
101050 |Permits - Fees 90,000 { SF 0.25 22,500
101051 |Impact Fees 90,000} SF 0.30 27,000
101052 |Water/Sewer Connection Fees 890,600 | SF -
101060 |Bonds 90,000 | SF -
101070 |Inspection Fees 90,000 | SF -
101075 |Water Meter ea -
101080 |BGE Charges 90,000 | SF 1.00 90,000
101085 |Tel. Co. Charges 2 Is 1,000.00 2,000
101090 |General Conditions 90,000 | SF 0.40 36,000
101311 |Development Manager 80,000 | SF 0.25 22,500
101312 |Project Manager 20,000 | SF 0.50 45,000
101313 |Development Coordinator 20,000 | SF 0.10 9,000
101314 |Superintendent 90,000 | SF 0.80 81,000
101315 |Labor 90,000 | SF 1.00 90,000
101450 |Testing and Inspection 2] Is 7,000.00 14,000
101451 |Testing/inspection - Steel 90,000 | SF 0.04 3,600
101720 |Surveying 8] DY 2,200.00 17,600
DIVISION 1 SUBTOTAL 460,200
102220 |Site Demolition LS -
102310 |Grading 2] L8 12,000.00 24,000
102510 |Water Distribution 2| LS 70,000,00 140,000
102530 |Sanitary Sewerage (Site) 2] LS 10,000.00 10,000
102581 |Ungrnd. Ducts-Bldg./Bldg. LF 30.00 -
102582  |Ungrnd. Ducts-Tel. 2] LS 12,572.00 25,144
102583 |Ungrnd. Ducts-Gas/Elec. 1,600| LF 20.00 32,000
102370 |Erosion and Sedimentation LS -
102630 |Storm Drainage 2| LS 105,000.00 105,000
102660 | Stormwate Mgmt Ponds LS -
Water Qualityf Facility EA -
102740 |Flexible Pavement-HD 17,000 | SY 20.00 340,000
102740 |Flexible Pavement-LD SY 16.00 -
102750 |Concrete Paving SF 5.00 -
102780 _|Pavement Markings 2] LS §00.00 1,200
102770 |Curbs and Gutters 3,200 LF 10.50 33,600
102775 |Sidewalks 4,000 SF 3.00 12,000
102810 |lrrigation Systems 2| LS 12,500.00 25,000
102820 |Fences and Gates Is -
102820 |Retaining Walls SF 20.00 -
102840 |Parking Bumpers/Bollards EA 200.00 -
102890 |Traffic Signs and Signals 2| LS 500.00 1,000
102905 [Plants, Planting 90,000 | SF 1.00 90,000
102020 {Lawns and Grasses 5400 | 8Y 1.25 6,750
DIVISION 2 SUBTOTAL 845,694
103210 jReinforcing Steel for Concrete Is 3,000.00 -
103220 (Welded Wire Fabric - -
103301 |Slabh Materials 1,400 | oy 80.00 112,000
103302 |Footings 300 | oy 80.00 16,332
103311 |Steps/Platforms 10| EA 1,400.00 14,000
103350 |Concrete PlacingiFinishing 20,000 Is 0.45 40,500
103480 |Splash Blocks LS 50.00 -
103600 |Grouts -
DIVISION 3 SUBTOTAL 182,832
104051 |Masonry - Lahor & Equipment 20,000 | SF 5.50 495,000
104052 |Masonry - Materials 90,000 | SF 2.40 216,000




CODE TCEM QNT | UIM uP BUDGET STD _ NOTES
104054 |Wall Braces 90,000 | SF 0.20 18,000
104080 _[Reinforcing Steel for Masonry 90,000 | SF | 0.15 13,500
DIVISION 4 SUBTOTAL 742,500
105120 |Structural Steel 2| LS 46,480.00 92,960
105205 |Metal Joists, Girders & Deck 2| LS 66,000.00 132,000
105206 [Steel Erection 90,000 | SF 0.80 72,000
106501 |[Miscellaneous Metals -
105510 |[Metal Stairs & Ladders 12| ea 1,500.00 18,000
DIVISION 5 SUBTOTAL 314,960
106100 |Rough Carpentry 2| LS 3,500.00 7,000
106101 [Blocking - Roof LF 2.00 -
106102 |Blocking - Skylight LF 2,00 -
106103 [Blocking - Overhead Doors LF 2.00 -
DIVISION 6 SUBTOTAL 7,000
107530 |Elastomeric Membrane Roofing 20,000 | SF 2.10 189,000
DIVISION 7 SUBTOTAL 189,000
108110 |[Steel Doors and Frames 4| EA 500.00 2,000
108360 |Overhead Doors 30| EA 1,400.00 42,000
108410 |Metal-Framed Storefronts 20,000 | SF 1.85 166,500
108620 [Unit Skylights 44 | EA 270.00 11,880
108710 [Door Hardware 6| EA 50.00 300
DIVISION 8 SUBTOTAL 222,680
109121 [Soffits & Framing 16 | EA 600.00 9,600
102130 |[Drywall 120 | LF 40.00 4,800
108910 {Paints 2| LS 3,000.00 6,000
DIVISION 9 SUBTOTAL 20,400
110405 |Signs & Letters 2| LS 3,000.00 6,000
110435 |Project Sign Panel -
110520 _|Fire Extinguishers EA 100.00 -
DIVISION 10 SUBTOTAL 6,000
113851 |Fire Alarm 2| LS 3,000.00 6,000
113930 |Wet-Pipe Fire Suppression Sprinklers 90,000 | SF 0.75 67,500
DIVISION 13 SUBTOTAL 73,500
115140 [Domestic Water Piping 21 LS 9,600.00 19,200
115150 |Sanitary Waste and Vent Piping 21 LS 12,475.00 12,475
115180 |Storm Drainage Piping (roof drains, rain leaders) -
115190 |Fuel Piping {natural gas, propane, ete.) 21 Is 9,940.00 19,880
115460 {Domestic Water Conditioning Equip. -
115720 {Air Handling Units 21 EA 1,800.00 3,600
115730 {Packaged Air Conditioning Equip. -
115740 |Heat Pumps -
115810 [Ducts LF 15.00 -
DIVISION 15 SUBTOTAL 55,155
116000 |Electrical 2| LS 100.00 200
116060 |Grounding LS 100.00 -
116130 |Raceways and Boxes {meter conduits) LS/mir can. 50.00 -
116131 |Tel. Conduit-Interior LF pipe 2.00 -
116210 |Electric Service (install meter cans, pub. Svc mtr) 2] Is 18,000.00 14,000
116215 |Public Service (100 Amp) 21 LS 30,000.00 60,000
118520 |Exterior Luminaires 2] LS 7,000.00 14,000
Standard Wall Packs (Rear) EA 350.00 -




CODE TTEM QNT | U/M u/pP BUDGET STD  ]NOTES
Square Wall Packs (Front and Sides) EA 450.00 -
Soffit Fixtures EA 60.00 -
116525 |Site Lighting LS 15,500.00 16,000
light poles EA 3,500.00 -
conduit LF -
116526 |Exit Lighting EA 200.00 -
116530 |HVAC Wiring ea 3,000.00 3,000
116535 |Tenant Subpanels -
116540 |Sewage Pump Wiring -
116845 |Elec/Util Room Wiring -
116800 |Electrical Permits EA 150.00 300
DIVISION 16 SUBTOTAL 107,500
TOTAL 3,227,421




B0, Box 1661
goliimare, MD 212031861
ww provbank.com

% Provident

April 12, 2006

Ms. Jennifer Pena
LNPS Industrial Group, LLC

Re: ROLLING ROAD INDUSTRIAL PARK — Windsor Mill, MD
Dear Jennifer:

On behalf of Provident Bank, T am pleased to present the following proposal to finance the acquisition and
construction of the Rolling Road Industrial Park. Please note that this letter represents an expression of
interest only, and is not a commitment to lend on these or any other terms. A formal commitment to lend is
subject to loan commitiee approval, and would be evidenced by a formal commitment letter prepared by
counsel to the Bank.

Loan Amount: $7,794,713 - Subject to an independent appraisal determining a minimum value of
$10,392,951 (75% LTV). The proposed loan will have an ongoing 75% loan to
value covenant,

Interest Rate: Floating — 90 day LIBOR plus 200 Basis Points.
Loan Fee: 50 Basis Points ($38,974).
Term: Two years, with two — one year extension options subject to the building achieving

a mininmm Debt Service Coverage of 1.10 and 1.20 at pro forma rental rates.
There will be a 25 basis point fee for each one-year extension, if exercised.

Amortization; Interest only for two years. During the extension periods, the loan will amortize
based on a 7.0% rate and 25-year schedule.

Funding on TI: Funding on tenant improvements for office space will be limited to $25 per
square foot on 50% of the space. This funding assumes a minimum average
modified industrial gross rental rate of $12.34 per square foot.

Guarantor: The full guarantee of LNPS Industrial Group, LLC.
Equity: Equily will amount to $1,460,796, as detailed in the attached Project Cost Budget.
Engineer: A satisfactory property condition report is required prior to closing as prepared by

an independent engineering firm acceptable to the Bank. The bank may require that



Ms. Jennifer Pena

04/12/06

Page 2 of 2
all material repairs or deferred maintenance items be addressed or reserved for in
the project budget prior to closing.

Environmental: A satisfactory Phase I envirommental report on the property is required prior to loan
closing.

Definitions: Net Operating Income ("NOI") is defined as the sum of actual annualized base

rents and reimbursements from tenants not in default, in occupancy, and paying
rent on Bank approved leases, less: actual annualized operating expenses, which
will include a 3.0 % management fee, and a replacement reserve of $0.10 psf.

A minimum vacancy & credit factor of 5% will be taken on all rents and
reimbursements. If actual vacancy/non revenue generating space is 5% or greater,
no additional vacancy deduction will be made.

Debt Service Coverage Ratio (""DSCR") is based on NOI divided by the greater
of (i) actual Debt Service; (ii} the then current 10 year Treasury rate plus 200 bp
amortized on a 25 year schedule; or (iii) a debt constant of 8.87%.

If you find the terms of this proposal acceptable, please indicate by signing below and returning a copy of
this letter to my atiention. Again, we are pleased to submit this proposal and look forward to continuing our
relationship with you.

Sincerely,

oy

Gregory J. Campanaro

Vice President

Real Estate Lending Division
Tel: (410) 277-2815

Fax: (410)277-2876

Email: gicampan@provbank.com

Accepted By:

Title:




Manufacturers and Traders Trust Company
Commercial Real Estate Finance

25 South Charles Street, 172 Floor
Baltimore, MD 21201

Phone #:410-545-2456
Faxi:410-545-2385
Email: flopper@mandlbank.com

LNPS Industrial Group, LLC April 13, 2006
Atin: Jennifer Pena

Re:  Loan proposal for +/-9.78 acre land development and construction in Baltimore
County, MD with construction of 2 flex warehouse buildings totaling 90,000 s.f.

Dear Jen:

The purpose of this letter is to outline proposed terms and conditions for a
construction/commercial mortgage loan secured by the above-referenced property and the
improvements to be built thereon. This proposal is subject to completion of the Bank's
underwriting before a decision can be made by its appropriate loan committees regarding your
loan request, Therefore, this letter is not intended to represent any form of commitment but 1s
only for discussion purposes.

Borrower: TBD IDOT entity owned 100% by Rolling Road Industrial Park, I.LC
Guarantor: LNPS Industrial Group, LLC
Collateral: 1) 18 IDOT on +/- 9.78 acres known as Rolling Road Industrial Park which

is comprised of 9.78 acres and to be improved with 2 flex buildings
totaling +/- 90,000 s.f. The Park will be located on the at the intersection
of Rolling Road and Windsor Blvd., Baltimore County, MD.

2) Assignment of all contracts, leases, rents, etc., related to the
development and operation of the property.

Loan Amount: Land/Site Work Advance - $ 2,164,000
Shell Costs - 3,324,244
T.I. - 1,117,500
Soft Costs - 1.188.970

TOTAL LOAN $ 7,794,713



Relling Road Industrial Park
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Loan Amt {cont):

TI Costs:

Term:

Pricing:

Budget to include $96,823 (3.00%) Hard Cost and $277,665 (3%) Soft
Cost Contingency line items. Interest Reserve needs to be $333,222. The
difference between the $9,407,436 in total costs (incl. various
development and marketing fees) and the $7,794,713 loan amount, as well
as any cost overruns will be considered the Borrower’s equity

T.1. costs to be advanced at a maximum rate of $12.50/sf for the entire
building. Each tenant’s T.1. allowance cannot exceed a dollar amount
equal to the product of its space leased multiplied by $25.00 psf. At all
times, sufficient funds are to remain in the T.1. budget so above-referenced
calculation is maintained for the remaining space to be leased.

The $12.50 psf Tenant Office T.1. allowance is based on a $25.00 psf
Office T. L. cost for 50% of the total square footage (45,000 s.f.). T.1L
funds for office space will be advanced at the rate of $1.00 psf for every
$.26/psf net effective rent increase over and above an $9.00 psf Industrial
Gross shell rental rate.

a) 30 Month Construction Term; and,

b) 36 Month Mini-Perm Term (can be exercised in 1-year increments)
Borrower can exercise the mini-perm term subject to the following
conditions being met: 1) Borrower provides 30 days written notice of its
intent to extend; 2) Borrower pays the extension fee described below; 3)
no defaults exist under the loan documents; and, 4) the project must
provide a Debt Service Coverage Ratio of not less than 1.2:1 based on the
greater of: a) the loan's then prevailing interest rate coupled with a
7.50%/25 year amortization schedule for the loan; or, b) a 9% constant.

Construction Term - Daily LIBOR + 1.80% with the ability to reduce to

the spread to 1.70%, upon the occurrence of the following:

a) Project must be at least 75% leased at pro-forma rents,

b)  Providing a minimum $500,000 NOT and

c) Providing a Debt Service Coverage Ratio of not less than 1.1:1
based on the greater of: a) the loan's then prevailing interest rate
coupled with a 7.50%/25 year amortization schedule for the loan;
or, b) a 8.5% constant
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Pricing (cont):

Payments:

Loan Fee:

Appraisal:

General
Contractor:

General
Contract:

Environmental:

Mini-Perm Term - Interest at one of the following rates:

a) Daily LIBOR + 1.70%; or,

b}  Fixed rate equal to 1.70% per annum in excess of the Bank's
Internal Index for Fixed Rate Quotations for a term to be selected
by the Borrower which is at least six months in duration but not past
the maturity date of the loan. This rate option will contain a "yield
maintenance" prepayment penalty clause.

a) 30 Month Construction Term - Interest-only, payable monthly
from an Interest Reserve account in the Construction Loan Budget
and/or rental income from leases.

b) 36 Month Mini-Perm Term - monthly payments of interest and
principal with principal payments based on a 7.50%/25 year
amortization schedule.

(a) Construction - 1/2% of loan amount ($39,710)

(b) Mini-Perm — 3/8™s of 1 % of the loan amount, To the extent the
extension term is taken in yearly increments, the associated fee
would be 1/8™ of 1% of the loan amount per year.

An appraisal, ordered by the Bank and paid for by the Borrower, shall
indicate: (a) a combined stabilized value for the 2 flex buildings totaling
+- 90,000 s.f. of not less than $9,743,392, Total debt is not to exceed
80% of the appraised value of the 2 flex buildings (90,000 s.f.).

General Contractor must be acceptable to Bank in all respects and bonding
may be required in Bank's sole discretion.

The terms and conditions of the general contract (the “alternative
contract”) and all major subcontracts must be acceptable to the Bank and
the alternative general contract must be for a guaranteed, maximum fixed
price.

Satisfactory Phase I environmental report.
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Engincer:

Insurance:

Financials:

Costs:

Satisfactory report addressing budget adequacy sufficient to complete land
development and construction of the buildings, plus monthly inspections
to confirm completed work prior to each loan advance.

1y
2)
3)
4)

5)

Affirmative title insurance with no survey exceptions and
satisfactory to Bank in all respects.

Liability ($1,000,000/$2,000,000)

Builder's Risk Insurance in an amount acceptable to the Bank.
Fire and extended coverage (all risk) upon conversion to mini-
permn,

Loss of Rents Insurance equal to 12 months of rent,

Anmuat financial statements and tax returns on Borrower and Guarantors
and any additional financial and project information deemed necessary by
the Bank.

All costs associated with the proposed loan including, appraisal, Bank's
legal fees, environmental, engineering, and closing costs shall be paid by
the Borrower.

This letter sets forth a list of proposed terms, conditions and requirements that may or
may not become part of an eventual agreement between us. However, 1t is not based on any
current agreement between us. 1t is not intended to impose any obligation whatsoever on any
party, including without limitation an obligation to bargain in good faith or in any way other than
at arm's length. The parties do not intend to and shall not be bound until they agree to and sign a
formal written agreement, even if you shall satisfy all of the terms, conditions and requirements
set forth herein. No party may reasonably rely on any promises inconsistent with the terms of
this paragraph; this paragraph supersedes any other conflicting language herein.

Please feel free to call with any questions or comments

Very truly yours,

Louis M. Topper
Vice President



Rolling Road Industrial Park
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Please sign below and return to the Bank to indicate your acknowledgement of the
aforementioned terms under which the Bank will seek approval from it committees.

By:

Name:

Date:
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MOST LIKELY SCENERIO - Pricing Analysis

[Building Stze: 90,000 57
1 2 3 4 5 [ 7 g 9 10 11
Jon-2007 Jun-2008 Jun-2009 Jun-2010 Jun-2011 Jun-3812 Jun-2013 Jun-20t4 Jun 2018 Jun-2616 Jun-2017
Net Operating Income $ 391,970 $ 906740 § 935980 § 986418 $ L017,641 § 1,041,852 § 1,086052 $§ 1,077.684 $ 1064308 § 1048628 $ 1,069393
% Growth 131.33% 543% 318% 317% 238% 424% 0.77% 1. 24% «Jd4T% 1.58%|
5.Yr Net Operating Income Growth 33.16%
Properly Cash Flow Before Debt $ 382970 $ BOTSIS § 946524 § 976726 $§ LOOZ707 § 612,035 § 1007613 § 997,195 § 981,714 § 1087388 § 525731
$CF/SF § 4255 § 99712 § 10517 $ 10853 5§ IL197 § 6800 § ILIS6 $ 1080 5 10908 $§ 11527 § 5886
% Groah 134.36% 5.46% cA Ly d 317% -39.26% 64.63% -1.03% -1.55% 567% 48.04%
5-Yr Cash Flow Growth 11.96%
UNLEVERAGED ANALYSIS
Land, Dev & Constr Costs 49,255,509 Terminal Cap Rate for Reversio 9.00%
Selling Costs for Reversion 3.00%
Discoun Rate 9.15%
Unleveraged NOT Relarn on Investment (1) 4,23% 2.80% 1033% 10.66% 10.99% 11.26% 11.73% 11.54% 11.50% 11.33% 11.55%
Cumulative Urleveraged NOI Return on Envestenenl (2} 4.07% B8.93% 9.37% 9.64% 9.92% 1056% 10.58% 10.51% 10.40% 10.19% 10.53%:
Cash on Cish Refurs on Investment (3) 4,14% 9.70% 10.2%% 10.55% 10.89% 6.61% 10.85% 10.77% 10.61% 11.21% 5%
AVERAGE 5-YR UNLEVERAGED NOI RETURN ON CUM IN 3.38%
AVERAGE 5-YR UNLEVERAGED Cash on Cash RETURN 2.10%
UNLEVERAGED IRR 2.713% 12.10% 12.18% 12.22% 12.11% 1L.78% 11.33% 10.95% 10.64% 10:68%
Holding Period for Equity Tnvest Inital Equity Investment Jun2007  _ Jund008, _Jun2008 _JTumd0i0 . Jun20ll  _Jes2012 _Jund®3  _Jup20ld  _Jus2015  _Jup-2016
1 YEAR (59.255.509) $ 10,155,612
2 YEARS (59.235.50%) $382970 § 11,200,855
3 YEARS (59,255,505} $382,570 $897,515 § 11,577,918
4 YEARS 169.255,509) $382570  $897515 5946524 § 11,944,635
S YEARS (§9.255,509) $382070  $897.51S  §946,524  SOT6T26 § 12236556
6 YEARS (69.255,509) $38L570 8897515 $9465M4 97676 SLOORTOT § 12,317,262
7T YEARS {$9.255,509) $382.9% $897,515 $946,524 $976,726 $1,007,707 $612,035 § 12,622,652
$ YEARS {54.255,509) $382,970 $897,515 $946,524 $976,726 $1,007,707 $612,035 $1,007,683 $ 12,468,070
9 YEARS {349,255,509) $382,570 $897,515 8946,524 $976,726 $1,007,707 612,035 $1,007.63 $997,195 § 12,283,594
10 YEARS {$9,235,509) $382.970 $897,515 $946,524 $976,726 $1,007,707 612,035 $1,007,613 $997,195 & 931,714 & 12,563,068
Internat Rate of Return - Test of 10 year hold {
(5%,255,509) $ 382970 $ 897515 5§ 946,5M $976,726 $1,007,707 $612,035 $1,007,613 $997,195 & 981,714 & F2,563,068  §11,525,680;
IRR 1%
LEVERAGED ANALYSIS
FIRST MORTGAGE SECOND MORTGAGE EQUITY
Loan to Yalve 80.00% {.0an fo Value Equity 2.01%]
Valoe £9,845,539 Yalue Equity Amount $885,801
Loan Amount $7.876,431 F.0an Amount Initial Equity 1,460,796,
[olerest Rate 6,11% Enterest Rafe
| Anmral Payment 4573380 | Annioal Payment
Prepayeent Cost 0.00% Prepayment Cost
[Term 36,00 years Term
LEVERAGED IRR 112.43% B7.60% 71.53% 63.00% $7.11% 52.35% 48.09% HI9% 42,72% 4164%
Holding Period for Equity Invest Initial Equity Investment Jun-2007  _ Jun:2008 _Jun-2009 Jun-2010 Jun-2011 Juo-2012  _ Jun2013  _ Jun-2014 Jun-2015 Jun-2616
1 YEAR (886,801 $1,883,874
2YEAR {$886,801) $382,970 $2,402,661
3YEAR {EBAGE01) $382,970 $267.878 $2,889,519
4 YEAR (HRB6O,801) $382,970 $267.878  $316,887 $37373,0M7
SYEAR {B8RG BOLY $382,970 $267.878  $316,887 $347,089 53,789,345
6 YEAR 86,8(H) $382,970 $267,878  $316,887 $347,089 $378,(70 $4,002,392
TYEAR 86, 601) $382,970 $267.878  $316,887 SHLOG $378,070 £517,602) 4,418,642
SYEAR R8G50 $382,970 $267,878 5316887 $347.089 $378,070 {$17.6023 $371.576 $4,443,999
SYEAR (SE86,801) $382,970 $267,878 5316887 $347,089 $378,070 {$17,602) $377,976 $367,558 $4,419,135
10 YEAR (3836,801) $382,970 $267.878 5316887 $347,089 $378,070 (817,602) $377.976 $367,558 $352,077 $4,868,534
Internal Rate of Return - Fest of 10 year hold i
i 2 2 i 3 ] 3 8 2 1
_Jun2007  _Jun2008 | Jue:2008 _Jus2010  _Jun2011  _Jus-2082 _Jun-2013  Jun2014  _Jun2015 _ Jun20i6
Cash Flow After Debt $ 38970 § 267878 % 316887 § 347,089 § 37070 %5 Q7601 $  MI976 § I6NS88 § 0 3R20T7 0§ 407,751
INef Reversfon § 11,525,680
Loan Balance $7.064.898
NetEquity  § 4460782
Cash Flow Aller Debt {3856,801) $382,970 $267,878 $3£6,887 $347,089 $378,070 {517,602} $377.976 $367,558 352,077 § 4,868,504
Initial Equity $886,801
Leveraged Refurn
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BEST CASE SCENARIO - Pricing Analysis

|Biiidting Stee: 90,000 s
1 2 3 4 5 & 7 8 9 10 11
Jun-2007 urt- Jure 2009 Jun.2010 Jun.2011 Jon-2012 Jun-2013 Jun-2014 Jun.2015 Jun.2018 Jun:2017
[Net Operating Income $ 718261 & 986,840 $ 1033774 § 1,065731 § 1098204 $ L1i8670 $ 1,139,725 § 1,131,573 § 1,103824 § 1,095,364 § 1,145,628
% Growih 37.39% 4.76% 3.09% 3.06% 1.86% 183% D% -245% ~113% 4.97%
5-Yr Net Operating Incon® Growth 11.15%
Property Cash Flow Before Debi $ 709261 & 977,615 § 1024318 § 1,086,039 § 1088360 $ 617,433 § 1,129,288 § 1,050,337 § 1020460 § 1085355 § 549,403
YCE/SF $ 7.881 & 10862 § E1,381 § 11,734 § 12,093 % 6,860 § 12,48 § 11,670 § 11,338 § 1,726 § 6,104
% Growth 37.84% 4.78% 3.10% 306% -43.27% 8L.90% -6.99% -284% 342% 47.945%
5.Yr Cash Flow Growth -2.59%
l UNLEVERAGED ANALYSIS
Land, Dev & Constr Casts $9,255,509 Terminal Cap Rate for Reversio 2.00%
Selling Costs for Reversion 3.00%
' Discount Rate .15%
Unleveraged NOE Return on Investment (1) TI6% 10.66% 1i.17% 11,51% 11.87% 12.09% 1231% 12.23% 11.93% 11,79% 12.38%
Cumulative Unteveraged NOI Return on Javestment (2) T20% 9.64% 10.06% 10.34% 10.62%: EL33% 10.57% 10.98% 10,74% 10.58% 11.68%
. Cash en Cash Return on Investment (3} T66% 10.56% 1.07% 1141% 11.76% 6.67% 12.20% 11.35% 11,03% 11.40% 594%
AVERAGE 5-YR UNLEVERAGED NOI RETURN ON CUM IN\ 1571%
AVERAGE 5. YR UNLEVERAGED Cash on Cash RETURN 10.49%
UNLEYERAGED IRR 22.58% 18.33% 16.44% 15.50%: 14.75% 13.60% 13.10% 1245% 12.06% 12.18%
Holding Period for Equify Invest  [oiial Equity Investment  _ Jun-2007  _Jun2008 _Jun2009 _Jun20iC¢  _Jun:2Q11 ~duo-2012 _Jun-2013 _ Jue-2004  _Jun-2015  _ Jun-2016
1 YEAR {89,255,509) $ 11,345,203
2 YEARS (59,255,509) $709,261  $12,119,401
3 YEARS {$9,255.509) §709,261 $677,615 § 1251053
4 YEARS {59,255,509) §709,261 571,615 $1924318 § 12,893,208
5 YEARS {§9,255,509) $§709,261 971,615 $1,024,318 $1,056,039 § 13,145,137
6 YEARS {59,255,509) §709,261 $977,61% $1,024,318 $1,056,039 $1,088,360  $ 12,901,136
7 YEARS ($9,255,50%) §709,261 3971615 $1,024318 $1,056,039 51,088,360 $617,433 $13,315,130
8 YEARS {$9,255,509) §709,261 971,615 $1,024,318 $1,056,03% $1,088,350 $617,433  $1,129.288 $ 12,947,107
9YEARS (49,235,509 £709,261 971,615 $1,024,318 $1,056,039 $1,088,360 $617433 51,129,288 $1,050,337 § 12,782,940
10 YEARS (59,253,509) §709,261 $971.015 $1,024,318 $1,036,039 £1,088,360 $617,433  §1,129.288%  $L,050,337 § 102045F § 13,402,679
Internal Rate of Return - Test of 10 year hold 1
2007 Jun-2008 Jun-2009 Juo-2010 Jun-2(11 Jun-2012 Tun-2013 Jun-2014 Jun-2015 Jun-2016
£59.255,500) $ 709,281 § 977615 § 1024318 $1,056,039 $1,088,360 $617.433  $1,129288 SL,050337 5 1020461 § 13402679  $12347324)
IRR 12%
| [LEVERAGED ANALYSIS
FIRST MORTGAGE SECOND MORTGAGE EQUITY
Loan to Yalue 80.00%] f.0an to Value 5.00% Equity % 5%
Valoe $10,813,216 Yalue $0 Equity Amount £604,936
Loan Amgunt $8.650,573 Loan Amount $0 Initial Equity 1,460,795
[nterest Rate 6.115¢ Interest Rate 1100
| Annuzl Paymenl $629,735 Annual Payment $01
[Ferm 30,00 years Term 30.00 years
LEVERAGED IRR 362.64% 190.82% 141,77 % 120.02% 107.60% 99.21% 84.21% 91.03% 89.33% 88.58%
Holding Period for Equity lnvest  Initial Equity Investmént Jun- 2007 Jun 2008 Jun-2009 Jun-2019 Jun-2011 Jun-2013 Jun2013 Jun-2014 Jun-2015 _Jun-2016
1YEAR ($604,936) $2,798,698
2YEAR (560:4,930) $709,26  $3,053,768
3IYEAR (604,530} $709,25¢ $347,880 43,562,454
4 YEAR (560:4,930) $709,268 $347,880  $394,583 £4,070.976
SYEAR (5604,930) $709,261 $347.880  $3194,583 $426,304 34,454,801
BYEAR {5604,934) $709,251 $347.880  $394,583 $426,304 $458,625 $4351,942
TYEAR (560H,935) $708,261 $347.880  $394,583 §426,304 $458,625 (§12,302)  $4,025,947
8 YEAR (5604.926) $70%,261 $347.880  $3%4,583 $426,304 $458,625 (512,302} $499,553 $4,767,361
3 YEAR (H60H.,920) $70%,261 $347.880 534,583 $426,304 $458,625 (512,302} $499,553 420,602 $4,712,650
10 YEAR ($6{4,920) $70%,261 $347.88¢  $354,583 $426,304 $458,625 (512,302) $499,553 $420,602 £350,726 45,512,495
Internal Rate of Return - Fest of 10 year hold f
L Z F3 4 3 s T 8 2 pli}
Jun-2007  _ Jun-2008 y Jus-2010 Jon-2011 Jun2012  _Jun-2013 Jun20l4 Jun-201S Jun-2016
Cach Flow Afier Debt $ 709261 § 347850 § 304583 § 416304 § 458625 $  (12,302) § 499,553 & 420602 § 390,726 § 425620
Nei Reversfon § 12,347,324
Loan Balance $7.260,419
Net Equity $ 5,085,875
Cesh Flow After Debt (360:4,936) $709,261 $347,880 $394,583 $426,304 458,625 552,302} $499,553 $420,602 $300,726 % 5512495
Teltlal Fquity $604,936

Levernged Return
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WORST CASE SCENERIO - Pricing Analysis

Buflding Size: 90,000 st
1 2 3 4 5 6 7 8 9 10 11
Jun2007  _Jun2008  _Jun2009 _Jun2010 _Jun-201F _Jun012 _Jun2003 _Jun-2014 _Jun2015 _Jun-20f6 _ Jun-2017
Net Operating Income $ (59000) § 327,448 § RBIGTIT § BB56LT § 914997 § B98I § 931,686 § 983776 S LOI3,TI0 B 998,938 § 958,060
% Growth -655.00°% 149.42% BH% 332% -1,66% 3.54% 5.59% I4% -1.46% -4.09%:
r 5-¥r Net Operating Income Growth 32502%
Property Cash Flow Before Debt $ (639650 § (400350) 8 7i1,492 $ B75925 § 905063 § TI667E § 67184 §  BIGM60 § L,002,764 $ DISTSE § T25047
$CF/SF 5 NS (@448 § T505 % 9733 & 10056 § 7963 % 7,524 § S22 5 il42 5 10,175F $ 2,056
% Growth -3741% 27T % A% 333% -20.82% -5.51% N.52% 19.88% -8.68% -20.83%
- 5-Yr Cash Flow Growth 241%
UNLEVERAGED ANALYSIS
Land, Dev & Constr Costs $6,255,50% ‘Terminzl Czp Rate fr Revers 9.00%
Selling Costs for Reversion 3.00%
Discount Rate 9.75%
Unleveraged NOI Return on Investment (1) 0.64% 3.549% 8.82% 9.57% 0.89% 9.72% 1007% 10.63% 10.95% 10,79% 10.35%
Cunnilative Tnleveraged NO1 Retarn on Investment (2} -0,08% 3.70% 8.19% B.74% 2.01% 9.2% 9,38% 9.75% 2.88% 0.82% 2.60%
. Cash on Cash Return on Envesiment (3) -691% -4.33% T.69% 9.46% 9.78% 194% 132% S04% 10.83% 9.89% 7.83%
‘ AVERAGE 5 YR UNLEVERAGED NOI RETURN ON CU¥ 579%
| AVERAGE 5-YR UNLEVERAGED Cash on Cash RETURN 3.14%
|
UNLEVERAGED IRR #NUM! -8.11% -0,13% 2.83% 3.68% 4.75% 5.605% 6.13% $.27% 6.13%
Holding Period for Equfty Jave Initial Equity Investment Jun-2007 Jun-2008 Jun-2009 Jun-2010 Jua-2001 Jun-2012 Jun-2013 Jun-2014 Jun-2015 Jun-20E6
. 1YEAR (54,255,509 $ 2,589,508
| 2 YEARS 159,255,500 ($639.654) § B402,044
i 3 YEARS (55,258,509) {$639,654)  ($400,350) $10,256,475
’ 4 YEARS (58,255,509) {$639,654) (400,350 §711492 $10,737,559
5 YEARS (55,255,509) ($639,650)  (S400.350) 8711492 $875.925 $10,603,112
. & YEARS (39,255,509) ($639,654)  ($H00.350) 11492 875,925 $905,063  $10,758,177
i 7 YEARS (59,235,505} ($639,654) (53003500 $711,492 $875,925 905,063 $716,672 411,280,103
| 8 YEARS (59,255,509) ($639,654)  ($H00350)  $711492  $875925  $O05,063  $7I6672 8677184 $11,762,217
i S YEARS {59,235,509) {3639,654)  ($H0,35)  $711,492 $875,92% 5905063 $716,672 $677,184 $836,460 $11,769,09
10 YEARS (59,255,509) $evasd) (GNASN 711492 $875925  $905,063  $716672  $6711B4 $835460 § 1,002764 $11,241,514
! [Internal Rate of Return - Test of 10 year hold I
, Jun-2007 Tun-2008 Jun-2003, Q2010 Jun-2011 Jun-2012 Jun-2013 Jun-2014 Jun-2015 Jun-2016
(34,355,503} $ (639,659 § (400,350) & TI1492 $875,925 £905,663 4716672 £677,184 $236460 § 1,002,764 $11,241,514  $10,325,758}
IRR 6%
JLEVERAGED ANALYSIS
g FIRST MORTGAGE SECOND MORTGAGE EQUITY
{t.0an to Valve B0.00% T.oan to Yalue 5.00% Equity % 49%
Value 46,885,085 Yalue £6,885,085 Equity Amount $3,403,187
l Eoan Amount $5,508,068] Loz Armount $344,254 1nitial Equity 1,460,796
! Enterest Rate 6.11% Interest Rale 11.00%
l |Annual Payment $400,970 Anmezl Payment £39,341
Term 30.00 years; Ferm 30,00 yeams]
L LEVERAGED IRR FNUBL -27.56% 5.01% 0.77% 235% 4,44% 6.21% 7.20% 737% 6.99%
! Holding Period for Equity Inv Initial Equity Investment Jun-2007 Jun-2008 Jur- 2009 Jim-2018 Jun-2011 Jun-2012 Jun-2013 Jun-20E4 Jun-2015 Jun-2018
; 1 YRAR ($3.400,487) ($2,895,002)
2YFAR {53403, 157) (3630,654)  $2,249,378
3YEAR (§3.403,157) (3632,654)  (SB4LGA1)  $4,180,590
i 4 YEAR ($3403,187) ($633,654)  (S$H0661)  $271,181 $4,143,382
: 5 YEAR (83403,187) {$630,651)  ($840,661)  $271,181 $435.614  $4,695892
i 6 YEAR {33403, 187 {SAMLGSE) (SBGL651) $271,881 $435614 £464,752 $4,943,504
7 YEAR ($3,403,157} (S030,654)  (SHIG6R1  $271,181 843568 S464.752  $276,361 $5,563,936
SBYEAR (83,403,187 (8630654 (SHHG6R1)  $271,181 435,634 $464,752 $276,361 $236,873 $6,150,503
9 YEAR (83,400,187 ($639,659)  ($840661  §271,181 $435614 $464,752 5276,361 $236.873 $396,149 $6,269,400
10 YEAR (53,300 180) (5639,634) (5340661 $271,181 $435.514 $464,752 £276,361 $236.873 $396,149 $562,453 $5,850,648
Internal Rate of Return - Test of 10 year hold |
1 2z 3 4 H 1 1 8 2 1o
_Jun2007 _Tun2008 _ Jun:2000 _Jun2010 _Jun2011, | Jup2012  Jun2083 _Jun-2014 _Jun2015 _Jun-2016
L Cash Flow Aller Debt § (639650 § (B40661) § 271,181 $ 435614 § 464751 § 276361 5 236873 5 396,149 § 562,453 § JI54dS
i Net Reverston $10,325,758
Lozn Balance  $4,935,513
NetEquity  $§ 5,390,245
Cash Flow After Debt (43,405,187} (3639,654) {380,661 $271,181 $435,614 $464,752 $276,361 $236,873 £396,149 $562,453 § 5,865,689
; [nitial Equity $3,403,187

( Leveraged Retun
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