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Property Overview
The subject property located at 1510 North 48th Street in Phoenix, Arizona. It
is a class Class C 51-unit garden-style multifamily community in East Phoenix.

The property was originally built in 1985 and considered a three star low-rise
apartment. Current ownership has renovated 10% of the units with premium
finishes consisting of energy-efficient stainless steel appliances, shaker-style
cabinetry, quartz countertops, faux vinyl wood flooring, modern bathroom
3. Market Analysis vanities, updated interior paint and hardware, and in-suite washers/dryers.

1.Thesis

2.Property Overview

4.Catalysts Thesis

. Our thesis is to take this value-add strategy on this Class C multifamily
5.Risks property in a market with high potential rent growth. Our goal is to renovate
6.Financials our property within the first two years and stabilize out property by year
three. Our goal will then be to hold for 10 years to realize as much profit as
possible and sell.

Catalysts

The three main catalysts in Phoenix that led us to want to
invest there are investor friendly environment, population
growth, and the value-add renovations. Phoenix is a
substantial state to invest in comparing the tax rates to
other popular states. The average tax rate is currently at
.66%. When looking at other hot markets such as Florida,
California, New York, and Georgia the tax rates range from
.79-1.72%, which is significantly higher taxation. Phoenix is
the 5th biggest US city population wise and has an average
growth rate of 1.83% over the past ten years. It is also
located in the sun-belt region which continues to see
substantial population growth since the 1960s from an
influx of people seeking a warmer climate and growing "
economic opportunities. The region is very business-friendly £
environment with less strict regulations and lower taxes. The *
property will increase in value once renovations will be
completed in two years. The property will have a full 100%
renovation on all 51 units. All these factors have made
Phoenix a great market to invest in.
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Multifamily Overview
There has been a major increase in multifamily properties
Industrial over the past year with new redevelopment, given the rise
S in pricing of single family homes combined with the
housing shortage we are facing . There has been an
increase of 12,198 new units completed which is record
Specialty Office  Number for a 12 month span expanding 2.6%. Rent growth

2021-2022

St i 9% has continued to increase as, Q3 rent growth climbed over
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52% d Hotels 10.7% year over year. The average asking rent is $1,718
1% nationally, which continues to go up as demand stabilizes.

Multifamily investment activity up to date has nearly $240
billion in sales. It is on pace to reach $317 by the end of
2022. Cap rates currently are sitting low around 4.6%,
which is down slightly from 4.9% in 2021. Multifamily
investment continues to have the lowest cap rates off all
the asset classes, continuing to show its consistent
stability and returns.

Market Overview

Phoenix is the 5th biggest US city and has a current population of 4,652, 000. With this comes a strong demand
for multifamily properties. The average vacancy rates sit around 7.6%, which is low considering the new
construction taking place in the city. Q3 in Phoenix saw an 18% rental growth, while the average national rental
growth was 10.7% year-over-year. Average cap rates in the Phoenix market sit at about 4.1-4.7%, which are lined
up with the average multifamily rates. Phoenix received the highest share of capital over the trailing 12 months,
accounting for nearly 22% of all year-to-date volume, continuing to show investor demand and confidence in the
area. East Phoenix remains as one of the strongest core multifamily submarkets in Metro Phoenix. Average
submarket rents are $1,676 comparing to Class C at 1,406 and class B at $1,663.
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Risks

Every investment comes risks and ours is no outlier. We foresee three main risks: slowing rent growth, CPI eating
into our tenants incomes, and an increase in supply within the area. With the boom of commercial real estate’s
performance from 2020-2021, a come down was to be expected. The rent index has continued to fall by 1%
nationally for the past 3 months, which many experts think is an indication of price correction and a market cool-
down. This will pose a challenge for us, but to mitigate our risk, we are going to slow rent growth in the first few
years and long hold period in order to maximize returns and to wait out the upcoming recession. CPI is up due to
inflation running rampant leading tenant's disposable incomes to be chipped away at. Consumers do not have
the money that they used to and trends are showing a slow down in spending. This could make it difficult to
increase rents, but with having a lower rent compared to our competitors we can mitigate this risk and remain
competitive in the market given our premium units. Lastly, one major trend that we are encountering is the
robust pipeline of development within the Phoenix area, with 29,000 units currently underway. With this we will
begin to see an increase in supply, making the pool of competitors much larger. Through our research though, we
believe that we can begin to mitigate this risk through our move from a Class C asset to a Class B asset, having
our newly updated units speak for themselves. Much of the pipeline is filled with Class A assets demanding
extremely high rents and we believe we are well positioned to attract tenants in need of a more modest rent.
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Assumptions

Our Guidelines Our Group Assumptions

LTV 60%]| |Purchase Price $8,200,000
Annual Interest Rate 6.25%]| |Value Add Cost $705,921
Monthly Interest Rate 0.521%| | Acquistion Cost 58,905,921
Amortization Period 30| |Loan Value $4,920,000
Term 10| | GP Equity $398,592
Amortization Period ( Months) 360] |LP Equity $3,587,329
Prepayment Penalty 3%| | Montly Payment $30,293.29
LP Preferred Return 8%)| | Yearly Payment $363,519.44
GP Contribution 10%| | Exit Cap Rate 4.75%
LP Contribution 90%| | Sale Price $ 18,511,364.24
GP Promote 25%
LP Promote 75%
SF 48450
Avg SF of unit 950
# of units 51
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Rent Roll Assumptions

# of Units 51 51 51 51 51 51 51 51 51 51 51
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Levered Waterfall
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Unlevered Waterfall
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