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Chapter 1
Property Setup

ARGUS Valuation ¢ DCF (referred to as ARGUS DCF) is a global solution for commercial real
estate asset valuation and investment analysis. In order to make full use of its power and
flexibility, several items should be examined prior to creating an ARGUS DCF file. These include
country specific conventions such as currency and area measurements, as well as financial
modeling conventions including the global growth rates.

Currency Conversion

ARGUS DCF has the capability to convert currency at a property and portfolio level. Each file
uses a set of Input and Output Preferences to describe currency, area measurement, date
format, and other configuration options.

Property Description E|
Property Description ] Timing ] Area Measures ] Constarts ] Property Inflation ]
Additional Data ] Commerts Input Preferences I Output Preferences ]
Cancel
Inpust Settings: - Deail..
Help
Area Measurement Unit Cumency
Measurement: Tsubo Cumency Name: Yen
Abbreviation for above:  Tsb Cumency Symbol ¥ 4
Symbol Position: a11
Date Input and Display Decimal Symbol:
Month/Day/ Year
Thousands Separator: . Password...

Day/Month,Year

¥ Year/Month/Day ¥1in one base unit (Yen).

Select the country which best suits the input for this property. To modify the details of the selection, press the Detail button.

These global configuration options are created within Country Setting categories accessible
from the Global Categories menu. To set the base Country Settings category for your local
market, highlight the appropriate category and click the Set Base button. This will establish the
currency and area measure for that category as the default Input and Output Preference for
each newly created ARGUS DCF file.
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Country Settings - base currency Yen g|

United States - Input
United States - Qutput
France
e U
Gemary
Mexico

J

Close

Delete. ..

"

Print

Help

Pre=z= thiz button to make the selected country’s currency the
base for all currency conversions.

As illustrated below, other Country Settings categories can be set up to reflect the appropriate
conversion rates to the base currency. A monthly conversion rate index is also available to
forecast changing currency conversion rates over the projection period.

Preferences El
K1 ET

Settings Category: |United States - Input =

H

Area Measurement Unit Cancel

Measurement: |Square Feet j
Detail
Abbreviation for above: SqFt
Advanced...
Help
Cumency Input
Curency Name Dollars Decimal symbol: K
Cumency Symbol B Thousands separator: ]
Symbol Position: 311 =
I Therzare  [WNIE] | Dollars in ane base cumency unit (Yen). I

Date Input and Display

* Manth/Day/ Year " Day/Month/Year ™ Year/Month/Day

Input the number of Dollars that are in 1 base currency unit (v'en),
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B Currency

Start Year:  [2008 Number of Years:  [12

2008 2009 200 2011 2mz 203

January
February 1
March 1
April 1
May 1
June 1
July 1
August 1
September 1
October 1

1

1

Nowember

December

| »

0K Cancel Exdend Column Delete Help

Enter the monthly currency conversion factor.

Base rent is entered as US$10,000 per year for a tenant in an ARGUS DCF file that is
using the United States Input Preferences category. The Output Preferences for that
same ARGUS DCF file are set to use the Japan Country Settings category, which specifies
that USS0.009 = ¥1.00.

|zl® & View Reports \:|®

Individual Tenant Cash FHow & Summary
The Office, Inc., Suite 200, 14.0515 Tsubo, Market Leasing MLA 1
{Values modffied by a cumency conversion factar)

‘rear 1 ‘ear ~|
For the Years Ending 2009-M ar 20104, |

Tenant Potential Gross Revenue |
Baze/Min Rent | Unit of Measure Base Rental Revenus | FLT]
Abzorption & Turnowver Wacancy
Baze Rent Abatements

10,000

- |

Scheduled Base Rental Reverue 1111

T G [ ]
The Cffice. Inc.
Close | ClipBrd ‘ Graph | Excel | Prirt ‘ Preview |

3 Amnt T

F Amnt o
FMarket

As a result the rents are converted from US Dollars to Japanese Yen on all reports, as
seen below on the Individual Tenant Cash Flow & Summary report:

Helo |

Rent = US$10,000 x ( ¥1 / USS 0.009) = ¥1,111,111
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Area Measurement Conversions

ARGUS DCF will automatically convert area measure units between five standard measurement
selections. Area Measurement units and conversion rates that are supported include:

Square Foot ‘ Square Meter Tsubo Pyong Ping
Square Foot 1 0.092903 0.028103 0.028101 0.028109
Square Meter 10.763915 1 0.302498 0.302480 0.302571
Tsubo 35.583390 3.305807 1 0.999939 1.000242
Pyong 35.585922 3.306004 1.000061 1 1.000303
Ping 35.575794 3.305009 0.999758 0.999698 1

Measurement units can be selected through the Country Settings category. Different Country
Settings categories can also be selected for the Input and Output Preferences for each newly
created ARGUS DCF file. Input and Output Preferences can be changed at anytime through the
Input and Output Preference tabs within the Property Description window in the ARGUS DCF
file.
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Inflation Rates

There are many places in ARGUS DCF where growth rates can be entered. However, an
important hierarchy exists within the model that determines the application and precedence of
certain rates and sets default growth rates for other items:

1. Detailed Inflation Rates
Percent fields within Detailed Categories
Detailed percents in Revenue and Expense
windows

overrides

@

2. Line Item Property Inflation

£

Property Description X
AddiionslData | Comments |  InputPreferences |  Output Preferences |

Fropery Descripton | Timing | Area Measures Praperty Inflation

Based On Cancel |

[Mone ~ | 5

Rieimbursement Method:

| Calerdar reimbursement using calendar inflation -

Inflation Month: Estend
|Ana\y9ls Start j

For the Year Ending Dec-2009 Dec-2010 Dec-2011 Dec-2012 Dec-2C ~ |

General 3 3 El =

e

Miscellaneous Reveruss Paszpeord..
FRigimbursable

Hon Fieimbursable
Capital Expenditures
CFl

Retal Sales Yolume
Market Rent

Leasing Costs
ok =

Enter the inflation rate as ## ## or ##. For no inflation, input 0. Input in line tems other than general inflation wil overrice
general inflation. & blank space in those lines will use the general inflation rate.

overrides

Q@

3. General Inflation

Property Description, E\

AddtionslData | Comments |  InputPrefersnces | OutputPreferences |

Fropery Descripton | Timing | Area Measures Froperty Inflation
Based (in Cancel |
[Mane I | T
Beimbursement Method:
‘Ea\endar reimbursement using calendar inflation j
Inflation Month: Estend
| alysis Start =

For the Year Ending Dec-2009 Dec-2010 Dec-2011 Dec-2012 Dec2C* ]|

General 3 3 3 L
Miscellaneous Revenues Passward
Reimbursable

MorrReimbursable
Capital Expenditures
CPI

Fietail Sales Yolume
Market Rent
Leasing Costs

| and Crecte -

Enter the inflation rate as ## 4% or ##. For noinflation, input 0. Input in line tems other than general inflation will override
general inflation. & blank space in those lines will use the general inflation rate.
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Summary of Inflation Hierarchy:

A The default growth rate for all ARGUS DCF projection amounts is General Inflation.

A Line item inflation rates for items such as Market Rent growth and CPI override the
General Inflation rate with respect to inputs related to those specific data elements and
assumptions.

A Finally, when entering detailed input assumptions, such as Market Rental rates, there is
an opportunity to override the Line Item or General Inflation rates with a growth rate
that only applies to those individual input assumptions or data elements.

Inflation Month

ARGUS DCF supports two methods for Inflation Month:
A Analysis Start ¢ applies the inflation rates annually in the month corresponding to the
analysis start date
A Specific Month ¢ applies the inflation rates annually in the selected month of each of
the analysis years. This selection changes the Year Ending Dates in the Inflation Table to
correspond to the Inflation Month.

Property Description rg|
Additional Data ] Comments ] Input Preferences ] Output Preferences ]
Property Description ] Timing ] Area Measures ] Constants Property Inflation
Based On: Cancel
|None j | J
Help

Reimbursement Method
|Ca|endar reimbursement using fiscal inflation j
Inflation Marth: Edend
|Januar5.r j

For the Year Ending 2008-Dec 2009-Dec 2M0-Dec 2011-Dec 202D~ |
General k2 % |

Mizscellaneous Revenues Password..
Reimbursable
Mor-Reimbursable
Capital Expenditures
CRl

Retail Sales Yolume
Market Rent
Leasing Costs

| and Casts =

Enter the inflation rate as ##.#8# or 3. For no inflation, input 0. Input in line items other than general inflation will override
general inflation. A blank space in thoze lines will uze the general inflation rate.

Additionally, ARGUS DCF supports a total of three reimbursement methods corresponding to
various combinations of calendar and fiscal reimbursement and calendar and fiscal inflation
methods.

Chapter 1 Page | 6




ARGUS Valuation ¢ DCF Calculation Manual

Property Description rg|
Additional Data ] Comments I Input Preferences ] Output Preferences ]
Property Description ] Timing ] Area Measures ] Constants Property Inflation
Eerslan e |
None -
| i o —
Beimbursement Method:
|Ca|endar reimbursement using fiscal inflation j
Fiscal reimbursement using fiscal inflation
|Calendar reimbursemert using calendar inflation
For the Year Ending 2008-Dec 2003-Dec 2010-Dec 2011-Dec 2012-0 ~ |
General 3% 3% 3% —
Miscellaneous Revenues Password
Reimbursable
Mon-Reimburzable
Capital Expenditures
CPl
Retail Sales Yolume
Market Rent
Leasing Costs
| and MActe i

Select the correct Reimbursement Method

Calendar Reimbursement Using Fiscal Inflation

A Inflation is applied to all reimbursable expenses in the first month of the second fiscal
year and each fiscal year thereafter.

A Calendar year expenses for January through December are derived using the actual
monthly values of various fiscal years. The calendar year used for each tenant depends
on the calendar year in which the lease start date falls. This blended calendar year
expense is used for calendar year expense reimbursement billing and for calculating
tenants' base year expense stops.

A The amounts owed by tenants for each calendar year are applied in 12 equal
installments over that calendar year.

A For property level reporting of the amounts collected, each monthly installment is
gathered into the proper fiscal year and reported along with all other property level
amounts.

Fiscal Reimbursement Using Fiscal Inflation

A All reimbursable expenses are inflated using the fiscal inflation method to arrive at fiscal
year expenses.

A Reimbursements are based on the amount due for each fiscal year divided into 12 equal
monthly installments and applied over that fiscal year. Fiscal year amounts are used for
base years and expense reimbursements. The fiscal year in which a lease start date falls
is the one used for the tenant's base year stop calculations.

A Fiscal reimbursements are reported in the same fiscal year along with all other property

level fiscal amounts.
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Calendar Reimbursement Using Calendar Inflation

A Inflation will be applied to all reimbursable expenses on a calendar year basis on the
first January 1 of the analysis, and each January 1 thereafter. If the analysis begins in
January, inflation will be applied in the second January of the analysis.

A The amount each tenant owes for the calendar year is applied in 12 equal installments
over that calendar year. Calendar year amounts are used for base years and expense
reimbursements. The calendar year in which a lease start date falls is used in tenant
base year stop calculations.

A For property level reporting of amounts collected on a fiscal basis, each monthly
installment is applied to the proper fiscal year and reported along with all other
property level amounts.
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Operating Expenses

Operating Expenses are the costs incurred to the property owner for the maintenance and
operations of the property. For office, retail, and industrial properties, these expenses may be
classified as reimbursable or non-reimbursable.

ARGUS DCF supports a number of methods for describing and calculating these costs, including
the simple input of currency amounts, amounts or rates per area, the detailed input of monthly
amounts over time, and the ability to link these costs to other cash flow figures or occupancy
using percentages.

% of EGR

The % of EGR option allows you to take a percentage of the Effective Gross Revenue as an
operating expense, typically used as an Administrative or Management Fee.

Effective Gross Revenue is calculated to determine gross income, less only an allowance for
vacancy and collection loss. This calculation does not include any deductions for operating
expenses.

Scheduled Base Rental Revenue
+ Other adjustment revenue
+ Total Reimbursement Revenues
- Absorption and Turnover Vacancy

Effective Gross Revenue

In this example, a management fee has been set up to be calculated as 4% of the Effective
Gross Revenue.

Bl Reimbursable Expenses |:|@@

B0 rset G cov B poe ) e | g ool [f e sk i | D
Mame Acct Code Amoint Units Area/Constant | Frequency % Fired Inflation Ref Acct Motes
1 | Management Fee 4 ~ ||% of EGR - - - - j j
™ Gross Up for Reimbursement
Close Detail... Help
Select the unit type which best describes the amount that was entered in the previous field.
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& View Reports |Z|@@

Schedule Of Prospective Cash Fow
In Inflated Yen forthe Fscal Year Beginning 2008741
(Walues modffied by a cumency conversion factor)
ear 1 Year 2 |
For the Years Ending 2003k ar 2010-k ar
Potential Grozs Revenue
Baze Rental Revenue #1111 ¥1,388,889
Total Potential Gross Revenue 11111 1,388,883
Effective Gross Hevenue 111N 1,398,889
Operating Expenses
Management Fee [44 444] [55,556]
Total Operating Expenzes [44.444] [55,55E]
Het Operating Income 1.066.667 1.333.333
Cash Flow Before Debt Service ¥1.0BE EEY ¥1,333.333
t Tavas h
d | [
Cash Fow
Close | ClipBrd | Graph Excel Prirt Preview |

Please note that when expenses are calculated using a % of EGR and these same expenses are
also included in the expense reimbursement revenue calculations, ARGUS DCF will iterate to
derive the Effective Gross Revenue including the reimbursement revenues associated with
those expenses.
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% of Line

The % of Line option allows you to model revenues and expenses as percentages of other cash
flow line items.

All percentage entries, including expenses and capital expenditures, are positive. Negative
percentages may be entered by using negative sign before the percent entry. If the percentage
does not apply to all component items within a parent Line Item, you can select Detail to apply
the percentage(s) individually.

Percent of Line Entries

Percent Line Item il oK |
0 Callection Lass
0 T otal Revenue Adjustments @
0 Effective Grozs Revenue Help
E Total Reimburzable Expenses
0 T otal Mon-Reimburzable Expenses Detail ..
0 Total Operating Expenzes 1
275 Met Operating Income m
0 Tenant Improvements
0 Leasing Commizsions
0 Total Capital Expenditures
0 Total Leasing & Capital Costs -
Enter the desired percent of this item to be used in computing revenues and expenses. Leave blank if no
percent of a particular ling iz desired.

Detail

The Detail function allows specific Percent entries for individual line items within a line. If only
one or part of the components of a line item should be included in the calculation, enter the
percentage within the line detail.

Reimbursable Expenses Percent of Line

Percent Line ltem oK |
1.25 IMaintenance
Cancel
0 Real Estate Tax
0 Inzurance Help

Enter the desired percent of this item to be u=sed in computing revenues and expenses. Leave blank if no
percent of a particular line i desired.
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Range
The Range function allows you to enter specific margins for a percentage calculation including
Start and End Dates, Monthly Minimum and Maximum amounts, as well as the calculation

method.

Percent of Line - Range

Stort Date: T a—
End Date: 08/12 G
Monthly Minimurm: 200 Inflation:

Help

1]

Monthly Masdmum: 200 Inflation:

Applied
“

" Specify Date

" Set Perind

Months Offset:

L

Select to apply percent of line on a monthly bazis.

Applied

The Applied section allows you to specify how often the amount will be calculated.

A The Monthly option specifies monthly calculations.

The Specify Date option applies the calculation on one specific date.

The Set Period option allows you to further define when the revenue or expense
percentages will be applied to the cash flow. Select the Set Period option and select an
existing Period category from the drop-down field. Custom period sets may be created
by choosing the Set Period option and then selecting Detail.

> > >

KNI

Category |Beginning of Calendar Quarters
Set Period
Frequency Payment Applied Based On Cancel
- {+ Beginning " Fscal Year Help
" Quartery " Ending % Calendar Year
* COther

Period Beginning/Ending

v April v Juty ¥ October
[~ May ™ August [ Movember
[~ June ™ September ™ December

Check this to begin or end a period in January.
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% Fixed

The % Fixed field determines if a portion of a revenue or expense amount is dependent on the
occupancy of the property.

The default setting for this field is 100%, which will calculate the entire amount of the revenue
or expense, regardless of the occupancy of the building. Variable expenses are calculated using
the projected occupancy of the property.

Bl Reimbursable Expenses | |.®

B0 neet % o ¥ Delete tove | g Copy Cel [% Cefl | [P~ Undo S e
Mame Acct Code Amount Unitz AreasConstant | Freguency % Fiwed Inflation Fef doct Motes
™ Gross Up for Reimbursement
Close Help
Enter the FIXED portion ratio (##8#) which represents how much is still contributed if epace is vacant. E.g., taxes may be 100, janitorial may be 0, utiities may be 50.

Annual Potential Maintenance Expense: 10,000
Fixed %: 0
Occupancy Year 1: 75%
Calculation: 10,000 x .75
Calculated Expense: 7,500

If a number between 0 and 100 is entered for the Fixed % field, the entry will represent
the fixed (guaranteed) portion of the expense, and the remaining percentage of the
expense will be variable (based on occupancy).

Annual Amount of Expense: $10,000
Fixed %: 50%

Calculation for Fixed portion: 10,000 x .50 | Calculation for Variable portion: 10,000 x

Calculated First portion: 5,000 .50

Result: 5,000

Occupancy Year 1: 75%
Result at occupancy: 5,000 x .75
Calculated Second Portion: 3,750

Add Fixed and Variable Portions:
Calculated Expense: 8,750
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General Vacancy

General Vacancy is a valuation related calculation that forces a minimum revenue deduction
based on a projected annual vacancy rate. ARGUS DCF calculates the actual vacancy loss of
each property including vacancy due to down time between leases and losses associated with
vacant space prior to lease up. These losses are then subtracted from the projected General
Vacancy Loss to determine the final General Vacancy Loss results for the model.

Percent of Potential Gross Revenue

Potential Gross Revenue is defined as the income of a property at the highest probable
occupancy and rent levels. Potential Gross Revenue includes the following items:

Retail Sales Percent Revenue
Expense Reimbursements
Miscellaneous Revenues
Parking Revenue

Scheduled Base Rental Revenue
Base Rental Step Revenue
Porters' Wage Revenue
Miscellaneous Rental Revenue
CPI & Other Adjustment Revenue

=A =4 =4 -4 A
= —a —a -—a

When you apply a primary Vacancy Loss rate to the Potential Gross Revenue, the projected
cash flow of the property is capped at rate equal to one minus the General Vacancy loss rate.

General Yacancy Loss E|
Methiod: |Percent of Potential Gross Revenue ﬂ
Frimary Rate: E ﬂ Cancel
Ovemides Based On: |Tenant Groups ﬂ Help
Ovemides Affect Primary Rate As: |F~!eplace j
Detail ..
Available Groups: COwvemidden Groups:
Options...
Anchor Tenart G Replacement | Exclude Upon ﬂ
raup Rate Rallover

Enter the General Vacancy Rate. Entries of 1 or more are interpreted as percentages (5= 5%), and entries of le==s than 1 are interpreted as
decimal values (0.005 = 0.5%). Click on the Detail button for input of changing percents or amounts.
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B View Reports |Z|@®

Schedule Of Prospective Cash Flow
In Inflated Yen for the Fiscal Year Beginning 2008/4/1

Tear 1 Year 2 &|

For the rears Ending 2003 ar 2010-Mar
Potential Gross Revenue

Bage Rental Revenue #10,000 $¥12,500

Scheduled B aze Fental Revenue 10,000 12800 |
Total Potenhial Gross Revenue 10,000 12,500

[3eneral Wacancy [a00]
Effective Gross Revenue 9,500 11,875

< | [

Cash Flow
Close | ClipBrd | Graph Bucel Prirt Preview ‘

Adjustments for Absorption & Turnover Vacancy

Reduce General Vacancy Result by Absorption & Turnover Vacancy

By default, ARGUS DCF subtracts Absorption & Turnover Vacancy, which is the projected
vacancy loss associated with downtime between leases and losses incurred prior to the lease up
of vacant space, from the initial General Vacancy result.

Options r'$__(|
[~ Percent Based on Revenue Minus Absomtion & Tumover Vacancy
v Reduce General Vacancy Result by Absomption & Tumover Yacancy: Cancel
Help

Thiz iz a method of adjustment after the calculation.

This adjusted General Vacancy result will then be subtracted from the cash flow. If the
Absorption & Turnover Vacancy is greater than the initial General Vacancy result, the General
Vacancy for that period will be completely offset.
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m Formula:
GV = [(PGR + ATV) x %] ¢ ATV

2 KSNE X

GV = | General Vacancy

PGR = | Potential Gross Revenue

ATV = | Absorption Turnover Vacancy
% = | Vacancy Rate

Percent Based on Revenue Minus Absorption & Turnover Vacancy

By default, ARGUS DCF will add back any Absorption & Turnover Vacancy losses before
calculating the initial General Vacancy result. The result is an initial General Vacancy Loss result
based on revenue for the building as if it were fully leased up.

UASNE KI @S GKS loAfAGe G2 asStSO0 GKS at SNOSy
+| OFyOeé¢ 2LIA2y G2 F2NOS !'wD!{ 5/ C G2 OFf Odz
revenues less the projected Absorption & Turnover Vacancy. This results in a smaller initial

General Vacancy loss result.

Options

[v Percent Based on Revenue Minus Absomtion & Tumover Vacancy! OK

[~ Reduce General Vacancy Result by Absomption & Tumowver Vacancy Cancel

Help

gl

Thiz iz a method of adjustment before the calculation.

m Formula: GV=PGRx%

2 K SNE X

GV = | General Vacancy
PGR = | Potential Gross Revenue
% = | Vacancy Rate
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Chapter 4

Rental Revenue

Rental revenue is cash flow related to tenants and leasing activities. Items that contribute to
rental revenue include Base Rents, Step Rents, CPI Rents, Parking Revenues, Retail Sales, and
Miscellaneous Revenues.

Lease Start Dates

ARGUS DCF supports two methods for entering start dates on the Rent Roll.

Relative Start Dates

Entering a month number (see illustration below) relative to the analysis start date will signify
the month in which a tenant will begin a lease term and instruct ARGUS DCF to calculate
absorption loss between the analysis start date and the lease start date.

Example:

ABC Corporation has a signed a lease and will move in July 2008. The space is currently
empty, but it is available and ready for move-in by the tenant. As a result of these
circumstances, six months of Absorption & Turnover Vacancy is considered appropriate
for this space.

& Rent Roll - B
R Regey K e Eoomet O ooy G Deiwe S o fnd | Ofg ComsCal [ restolal | 0@ Unde At B

TenathamaJDescriplionJ Suite e Lease Status Size gt:tr; ey Baaz;htflm Unit of Measure Elf.‘a?ges E:It:i Reimbursements | Unit of Measure Al

Type Expire

1 |ABC Corporation 100 Office jContracl json j 7 Ewrsbea j j jNune l

4 | »

500 Tsb entered. 1 Tsb total. 499 Teb remain. 0 Tsb ReAbsorb.

Cloge Detall... Help

Enter base rent. An entry of less than or equal to ¥500 = ¥/Tsb/mo., greater than ¥500 = ¥/mo. Leave blank and select %Market for Unit of Measure, to use 100% of market rent. Choose detail to have changing
'en amounts, or to use a percent of market.
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Absorption & Turnover Vacancy is calculated by using a weighted average market rate
for the period of vacancy. In this example, new market rent is ¥17,500/Tsubo/Month
and the renewal market rent is ¥17,000/Tsubo/Month. The renewal probability is 50%,
resulting in the following:

B View Reports

Individual Tenart Cash Fow & Summary
ABC Corporation, Suite 100, 500 Tsubo, Market Leasing MLA 1

Month 1 Month 2 Month 3 Month 4 Month 5 tdonth & Month 7 =]
For the Months 2008-Jan 2008-Feb 2008-Mar 2008-Apr 2008-May 2008-Jun 2008l |
Tenant Potential Gross Revenue
Baze Rental Reverue ¥8,625,000 %8 625000 %8 625,000 #8.625.000 ¥8.625.000 ¥8.625.000 ¥8,750,000
Absorption & Tumover Yacancy [2,625,000) [8.625,000) [8.625,000) (8,625,000 (2,625,000 (2,625,000 0
Base Rent Abatements 0 0 0 0 0 0 0
Scheduled Base Rental Reverue 0 0 0 0 0 0 4780000 -
A | o[

ABC Cormporation
ClipBrd | Graph | Excel Print Preview

Absorption & Turnover Vacancy = (¥17,500 x 50%)+(¥17,000 x
50%)=¥17,250/Tsubo/Month

Fixed Start Dates
Entering a calendar lease start date (i.e. YY/MM) instructs ARGUS DCF to ignore the vacancy
loss associated with this scenario.

ABC Corporation has a signed a lease but will not move in until July 2008. The space is
under construction but will be ready at the end of June. As are result of these
circumstances, six months of Absorption & Turnover Vacancy is not considered
appropriate for this space.

B8 Rent Roll |- =13
B} Regsy [ e Booreer O com Qi Dol s Bnd | O ComCol [ FesteCol | (@ Undo oy s 3 b

Tcnathamc#DcscrlpllonJ Suite LTT;: Lease Status Size gft TE"-.”"/ BaHsZ/nTIH Unit of Measure C'f:;les E:It:! Reimbursements | Unit of Measure Al
1

Expire

~|100 Dffice jl:nntracl ann m 5 17.500 Jaemthn J J anne m

1 |ABC Corporation

il

500 Tsb entered. 1 Tsb total -439 Tsb remain. 0 Tsb ReAbsorb

Close Help

Enter the date (Y"Y/MM) of move-in for this leaze or enter the month number, from the analysis start date, when this leaze will begin. Leave blank to use the analysis start date

B View Reports |Z‘@®

Individual Tenant Cash Fow & Summary
ABC Comporation, Suite 100. 500 Tsubo, Market Leasing MLA 1

Manth 1 Manth 2 Marnth 3 Maonth 4 Month & Month & Month 7 «]
For the Months 2008-Jan 2008-Feb 2008+ ar 2008-Apr 2008 ay 2008-Jun 20080l |
Tenant Potential Gross Hevenue
Base Rental Revenue ¥ ¥0 ¥0 ¥0 H0 H0 ¥8,750,000
Absorption & Turnover Yacancy 1} 1] 1] 1] 1] 1} 0
Base Rent Abatements 0 o o o o 0 0
Scheduled Base Rental Revenue 0 1] 1] 1] 1} i] 8750000 -
d | o[

ABC Comoration
ClipBrd Eror == Print oo
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Detailed Base Rent

The following formula is used to calculate a percentincrease ¥ 2 NJ | G Sy F:y

(Percentage Increase) x (Previous Rent) = Increase
(Increase) + (Previous Rent) = Rent Generated

Percent Increase Annually

The % Inc, Annual option allows you to enter a set percentage in the Amount field. This

LISNOSyYy GF3S gAfft 0 Sentlonahdhniabbiasis.(i 2 G KS

Apply a 3% Annual Increase to Base Rent
Of $49,000 Date . Amnunl4SK $AmnlNLl|nits | QK
13 3 % Inc, Annual A Cancel
—1 =
Year 1: Base rent = 49,000 I |
Year 2: 49,000 x 1.03 =50,470 3 |2
Year 3: 50,470 x 1.03 = 51.984 o |t |
Year 4:51,984 x 1.03 = 53,543 =

Enter the date (MM} or month number when the folowing rent takes
effect

% of Market

Base Rent can be linked to market rent entered in the Market Leasing Assumption category. The

1 Qa

selection for this method is found within the Unit of Measure field, adjacent to the Base/Min Rent column

on the Rent Roll and the Space Absorption windows.

& Rent Roll =1
E Registry @ Cale g:! Insert % Copy ¥ Delete E@ e Q Find % Copy Cell @ et Ll [ Undo #9 Fesn _ I}
Tenant Name/ Description Suite L%T)S: Lease Status Size gt:tr; g;;?:é Baﬂszﬁﬂin Unit of tMeasure le‘aingles E:‘t:! Reimburzements | Unit of Measure Al
1 [%ZIne. - |30  Office |Coniact - [500 | 535 - = ~| v [Wane M M
#Tshrr -~
< | |wTsome = ’

& Arink e
500 Tsb entered. 1 Tsb total. 499 Tsb remain. 0 Tsb (¥ Amnt/Ma 4
Close Y/ Tsb/ Ak he) Help

Select the unit of measure.

When a percentage is entered in the Base/Min Rent field, ARGUS DCF will calculate the entry

as a percentage of New Mar ket Rent

from

t he

(@]

t

QX

(8ylyios

e

n e
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B Market Leasing Assumptions

Category: MLA 1

Lease Status: Speculative hd
Mew Market Renewal Mkt Unit of Measure
Renewal Probability 50 ) Peicent
Market Rent 17.000 =
Months Vacant Morths
Tenant Improvements 1} = ¥/Tsh
Leasing Commissions 1] T # of Months
Rent &batements 0 -
Security Deposit Hone ~+ |None
Mon*weighted [tkems Unit af Measure
Rent Changes -
Retall Sales El
Reimbursements None - -
Term Lengths 10 ears -

0K | Cancel Detail... | | Owerides ‘ Help

Enter Market Rent for tenants new to the property. This input inflates with global inflation unless a category
iz used for changing amounts/inflation.

If the tenant is to pay 95% of Market and the new Market Rent is ¥17,500, then Base
Rent is ¥16,625 (95% x ¥17,500).

B View Reports

Individual Tenart Cash Fow & Summary
XYZ Inc., Suite 300, 500 Tsubo, Market Leasing MLA 1
Reported in Yen per Tenant Tsubo

Manth 1 Manth 2 Marnth 3 Maonth 4 Month & Month & Month 7 «]
For the Months 2008-Jan 2008-Feb 2008+ ar 2008-Apr 2008 ay 2008-Jun 20080l —|
Tenant Potential Gross Hevenue
Baze Rental Revenus ¥16,625.00 #16,625.00 ¥16.,625.00 ¥16,625.00 ¥16,625.00 ¥16,625.00 ¥16,626.00
< | o[

XYZ Inc

ClipBrd Graph Excel Print Preview

CPI

The Consumer Price Index, or CPI, is an index that is often referenced in lease contracts to

stipulate rent increases over time. In ARGUS DCF, the increase in the CPl index translates to a
percentage increase in rent. More specifically, the CPI calculation is based on the sum of the
LINBGA2dza &€SIFNR&a o6FlasS NByd FyR R2dzaldYSydao

m Formula:
[Prior Year Base Rent + Step Rent + CPI Rent] x CPI Rate = CPI adjustment for this year

With the Lease Year CPI method, yearly CPI adjustments are added to the prior year CPI rent,
and CPl is adjusted on the anniversary date of the lease for each year within the term.
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When a CPl adjustment is applied, you have the option of entering any previously collected CPI
adjustments prior to the analysis. If an amount is entered in the Current Amount field, ARGUS

5/ C gAff dzaS GKAA | Y2dzyid 6KSY QWhén@odehduritid y 3 {0 K
SYGSNBR Ayid2 GKS [/ dNNByld ! Y2dzyid FASERXI GKS vy
only.

Step Rent: |N0ne j oK |

Porters' wage: | Mane j Cancel

Mizcellaneous: | Mone j Help

CELEZZ‘W: Detail..

Current Amount: | | $/Manth j

Parking

Spaces: |U j

Amourt: lgi #Space/Month

Choose & CPI Rent category from the drop-dowwn box. Click on Detail to open a CPI Rent category
winowy .

Example:

Rent = ¥120,000,000

Year 1 CPl = ¥0

Year 2 CPI = ¥120,000,000 * 3% = ¥3,600,000

Year 3 CPI =[(¥120,000,000 + ¥3,600,000) * 3%] + ¥3,600,000 = ¥7,308,000

& View Reports |Z|[E| E|

Individual Tenant Cash Flow & Summary
MNO Investments, Suite 400, 500 Tsubo, Market Leasing MLA 1

Year 1 Year 2 Year 3 |

Far the Years Ending 2008-Dec 2009-Dec 2010-Dec
Tenant Potential Gross Revenue —

Base Rental Revenue 120,000,000 ¥120,000,000 ¥120,000,000

Abzorption & Turnover Yacancy i} 0 0

Baze Rent Abatements a a a

Scheduled Base Rental Revenue 120,000,000 120,000,000 120,000,000

Baze Rental Step Revenus i] ] i]

Porters' Wage Reverue

Mizcellaneous Rental Revenue

CFl & Other Adjustment Revenue

Farking Fevenue |
4

MMNO Investments
Close | ClipBrd ‘ Graph Bucel Prirtt Preview |
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Parking

ARGUS DCF supports multiple methods for projecting parking revenues at a property and
tenant level.

Miscellaneous Parking Revenue

Property Level Parking can be entered as a miscellaneous revenue. Like other miscellaneous
revenues, the parking revenues on this screen will be inflated throughout the valuation period.
Furthermore, the parking revenues can be tied to occupancy by entering a figure of less than
100 in the % Fixed field.

B Miscellaneous Revenues

B0 neet %c@y x Detete ) e | g ComyCel @ et Gl | [ Undo 4 P D
Marne Acct Code Amount Units Area/Constant | Frequency % Fixed Inflation Fief Acct Motes

1 [Miscellaneous Parking | 1,000,000 jh’-\mount -j.-’MDnth jmu 3% j j j

Close Help

Enter up to 30 characters for a label to describe this line item. These line tems will appear on the Schedule of Progpective Cash Flow in the order in which they are entered on this window.

& View Reports |:|@®

Schedule Of Prospective Cash Flow
In Inflated Yen for the Fiscal “ear Beginning 2008/1/1

Year 1 Year 2 Year 3 ear 4 ear § ‘fear B <
For the Years Ending 2008-Dec 2003-Dec 2010Dec 2011-Dec 2M2-Dec 201 3-Dec
Potential Grogs Revenue
Baze Rental Reverue ¥120,000.000 ¥120,000,000 ¥120.000.000 ¥120,000,000 ¥120,000.000 ¥103,500.000
Scheduled Base Rental Revenue 110

3

Mizcelaneous Parking

« | o[ ]

Cash Flow
ClipBrd ‘ Tt B | Print T

Tenant Level Parking

Assigned tenant level parking can be entered within the Rent Roll and the Market Leasing

Assumptions screen. The parking section of the Rent Changes screen allows you to enter

tenant specific parking information. The parking revenues entered for tenants on the Rent Roll

I NBE y2i AYFELFGSR RdZNAYy3I (GKS (GSylyaQa Sk aSd

¢2 OIFfOdzZ S NBPGSYydzSa 3ISYSNI G§SR ®@fpadesthea Sy | y i C
tenant leases and the monthly amount per space the tenant is charged.

m Formula:
Parking Revenues = Number of Spaces x Amount/Space/Month
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| None j oK |

Porters’ Wage: | None j Cancel
Miscellaneous: | None j Help

CPI Rent
Category: |Nor|e j

Parking
Spaces: |1D ﬂ
Amount: 50,000] /Space/Month

Enter the contract amount per parking =pace per month.

& View Reports

Individual Tenant Cash Flow & Summany
MNO Investments, Suite 400, 500 Tsubo, Market Leasing MLA 1
Year 1 Year 2 Year 3 Year 4 Year & Year B |5

Far the Years Ending 2008-Dec 2009-Dec 2010Dec 2011-Dec 2M2-Dec 20 3-Dec
Tenant Potential Gross Revenue |

Base Rental Revenue 120,000,000 120,000,000 ¥120,000,000 120,000,000 120,000,000 ¥103,500,000

Abszorption & Tumaver Wacancy 0 i} i} 0 1] 1]

Base Fent Abatements il 1] 1] 0 0 0

Scheduled Base Rental Revenue 120,000,000 120,000,000 120,000,000 120,000,000 120,000,000 103,500,000

Baze Rental Step Revenue 0 i} i} 0 1] 1]

Porters' Wage Revenue 1] 1] 1] 0 u] u]

Miscelaneous Rental Revenue il 1] 1] 0 0 0

CPl & Other &diustment Revenue i] ] ] i 1} 0

Parking Revenue f I ] | 1] -
[ v
MMNO Investments

Cipbrd | Graph Excel Pt Preview

Chapter 4
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Annual Parking Revenue = (10 Spaces x ¥50,000/Space/Month) x 12 months =
¥6,000,000

It is also possible to detail the tenant parking assignments to reflect different rates on
different types of parking spaces, such as covered, uncovered and reserved spaces.

At the end of the lease term, the parking revenue for the number of spaces assigned to
the tenant will automatically calculate at the market parking rate specified on the main
LINR LISNII @ € S@St tIFNJ]Ay3a {ONBSYy AT GKS
the corresponding Market Leasing Assumption for that lease.

Rent Changes f5_<|
Changing Base Rert: |None j oK |
Step Rent: |Nor|e j Cancel
Porters’ Wage: [None ~| Help
Mizcellaneous: Mone -

| J Detail ..
CPI Rent
Category: |Nor|e j
Parking
Spaces: ~

Enter the total number of parking =paces assigned to thiz tenant. Choose a Tenant Parking category

from the drop down box. Click on Detail to open a Tenant Parking category window.

In this example the project parking revenues for the renewal term will be equal to the
number of assigned spaces in the original lease, multiplied by the market parking rate
per month, described in the next section.

Property Level Parking
The third method for projecting parking revenue in ARGUS DCF is Property Level Parking. From
the Tenant menu, the Parking Revenue screen may be selected:

Parking Revenue

Market rate/month: |6|].DDD 0K |
Inflation: ’7 Cancel
Total Stalls: ’207 Help
Maxdimum Occupancy: [100)

Enter a percent for maximum occupancy including contract and infout.
Percentage may exceed 100% =ince garage may oversell infout.
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This window defines the market parking rate per month, inflation (leave blank to default to
General Inflation), the total number of spaces or stalls for the property including tenant
assigned spaces, and the maximum occupancy of parking, which can exceed 100% to account
for hourly or visitor parking.

While there is no relationship between the information entered on this screen and the
Miscellaneous Parking Revenues described above, there is a very close relationship between
the parking revenues derived with this information and the Tenant Level assigned parking
described in the previous section, as seen below.

In this example, the property has 20 spaces total. Ten of these spaces have been assigned to a
single tenant. Those ten assigned spaces are calculated as described previously. The remaining
unassigned spaces are calculated at the market parking rate based on the remaining occupancy
of the property, excluding the occupancy of tenants who have been assigned spaces at the
tenant level.

If the example property is 90% occupied and the tenant with the 10 assigned spaces accounts
for 50% of the total property area, then a portion the remaining 10 spaces adjusted for
occupancy will be calculated at the market rate.

Chapter 4 Page | 25



ARGUS Valuation ¢ DCF Calculation Manual

Property Size: 1,000 Tsubos

Market Parking Rate: ¥60,000/Space/Month
Total Stalls/Spaces: 20

Total Property Occupancy: 90%

Assigned Spaces: 10

Occupied Area of Tenants with Assigned Spaces: | 500 Tsubos

Parking Rate for Assigned Spaces: ¥50,000/Space/Month

Assigned Parking Revenue: 10 Spaces x ¥50,000/Space/Month = ¥500,000/Month

Unassigned Spaces: 10 (Total Stalls ¢ Assigned Spaces)
Occupied Area of Tenants without Assigned 400 Tsubos

Spaces: 80% (400/500)

% Occupancy of Area associated Unassigned

Spaces:

Unassigned Parking Revenue: 10 Spaces x ¥60,000/Space/Month x 80% = ¥480,000/Month

B Rent Roll |Zl@®
B Regey X cde B mser B Cory M Delete ¥ Move Bd | Ofg ComCal [ feeCer | p@sUns e B P

Tenant Mame/ Description Suite LTT;: Lease Status Size g[:t[é E:;T; Baaz/ﬂhldm Unit of Measure CEE;EES E:I[:! Reimburzements | Unit of Measure Al
1 ABCInc. ~ (100 Office = |Contract ~ (400 - 517500 - |¥/Tsh/Mo - - - [Mone - -
2 |MNO Investments ~ (400 Office = [Contract ~ 500 - 520,000 - |¥/Tsb/Mo v + [Mone -
I | 3

900 Teb entered. 1,000 Tsb total. 100 Teb remain. 0 Teb ReAbsorb.

Close Detail.... Help

Click the Detail button or choose ™ves” from this field to edit step, porters’ wage or miscellaneous rent as well as CPl and parking in formation.

B View Reports |Z|@@

Schedule Of Prospective Cash Flow
In Inflated Yen for the Fiscal Year Beginning 2008:1/1

Month 1 Month 2 Marth 2 Month 4 Month & Month & =l
For the Months 2008-Jan 2008-Feb 2008-k ar 2008-Apr 2008-May 2008-Jun
Potential Gross Revenue |
Biase Rental Revenue 17,000,000 17,000,000 ¥17.000,000 417,000,000 17,000,000 17,000,000
Scheduled Base Rental Revenue 17,000,000 17.000.000 17.000,000 17.000.000 17.000,000 17,000,000
Miscellaneous Parking 1,000,000 1.000,000 1.000,000 1,000,000 1.000,000 1,000,000

ClipBrd ‘ Graph | Bxcel | Print | Preview

At the end of the lease term for the space with 10 assigned spaces, parking revenues will
be projected, by default, at the market parking rate (10 Spaces x ¥60,000/Space/Month).
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Reimbursements

Revenues may be generated by recovering certain operating expenses from the tenants or by
assessing service charges in addition to base rent. The recovery options are selected in the
Tenant Rent Roll under the Reimbursements column. Three default options are available:

None
This option results in the absence of recoverychaNA S & F2NJ 6 KS GSylyiQa act

operating expenses.

Net
This option results in the tenant paying their full pro rata share of the reimbursable operating

expenses.

Base Stop

This option results in the tenant paying their pro rata share of expenses in excess of a base year
F'Y2dzy (@ ¢CKS GSylryidQa o6FasS &SFENIFY2dzy i 2N ai
expenses in the first year of the lease. Recovery charges are calculated for the tenant when

future reimbursable expenses exceed the expense level in the base year of the lease term.

B Rent Roll [B{(=E3)

R Regty | K7 coe | Eoimer B oy ¢ Dote e | L Aa | B oomcar (B reteren | g i mgren | B D
Tenant Mame/ Description Suite Lﬁla;: Lease Status Size gt:tg E;;T:é BaHSee.fnhtrhn Unit of keasure lef;r;tes E:Itgg Reimbursements | Unit of Measure Al
1 ABCInc. ~ 100 Office « |Contract ~ (400 - 517500 - |¥/Tsb/Mo - - [Bz2e Stop) -
2 |MNO Investments ~[400  |Office +|Contract < [S00 520000 - |¥/Tsb/Mo v|res
et
Eass Stop
Il [ R

‘900 Tsb entered. 1,000 Tsb total. 100 Tsb remain. 0 Tsb ReAbsorb.

Close Detail... Help

Enter an amount or ¥/Tsb expense stop or choose a reimbursement method from the drop-down list. For a detailed reimbursement expense, click the Detail button.

In this example, ABC Inc. occupies 40% of the property and pays their pro rata share of
reimbursable expenses over a base year stop.
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Bl View Reports

Expense Reimbursement Revenue Tracking
ABC Inc., Suite 100, 400 Tsubo, Market Leasing MLA 1
tonth 13 tonth 20 Month 21 Month 22 Month 23 Month 24 1324 ~|

Far the Months 2008-Jul 2008-Aug 2008-Sep 2008-0ct 2008-Movw 2008-Dec Total

Total Reimbursement ¥4.200 ¥4.200 ¥4.200 ¥4.200 ¥4.200 ¥4, 200 ¥50,.400

+ Tenant's Share of Building 40.00% 40.00% 40.00% 40.00% 40.00% 40.00% 40.00%
Inflation Maonth:

Reimbursement v'ear:
Fieimburzement Entry:

All Expenses

Base Stop
Overiding Pro Rata &

+ Total Expenses ¥360,500 ¥360,500 ¥360,500 ¥360,500 ¥360,500 ¥360,500 ¥4 326,000
Expenze Stap ¥0 ¥0 ¥0 Y0 ¥0 ¥ ¥4.200,000 |
Adjusted Expense ¥0 ¥0 ¥0 ¥0 ¥0 ¥0 126,000
Pro Rata for this tenant ¥0 ¥0 ¥0 ¥ ¥0 ¥0 ¥a0.400] .,

< o[ ]

ABC Inc.

= i | e

In year 1 of the analysis, maintenance expenses for the property are ¥4,200,000. Based on a

3% projected growth rate, year 2 expenses are expectedtobe¥n 2 oHCc Znnn® ¢t KS
rata share of the increase in expenses in year 2 over the base year is ¥50,400 / Year

((¥4,326,000 - 4,200,000) x 40%)) or ¥4,200 / Month.

N
N>

Simple Reimbursement Amounts

Alternatively, simple service charge amounts may be entered directly into the Reimbursement
column. These amounts can be entered as yearly or monthly rates and as either currency
amounts or currency per area rates.

&5 Rent Roll 9=

E Registry @ Calc g: Insert % Copy ¥ Delete @ Move D Find Eﬁa Copy Cell @ *exdi Cell @ Undo 4 Feds I)
Tenant Mame/ Description Suite Lﬁ?;: Lease Status Size gt:tg E?S‘I?; BaHSeer;:din Unit of Measure le.‘ai;tes E:Iti Reimbursements | Unit of Measure Al
1 |ABCInc. ~ 100 Office | Contract - 400 - 517500 - |¥/Tsh/Mao - - + |Base Stop -
2 |MNO Investments - | 400 Office  w |Contract - (500 - 520000 - |¥/Tsb/Mo -|ves - ~ |500 - l
¥/Tshrr
< \ 2T sh/Mo D

¥ kYT
Y Amnt/Mo

500 Tsb entered. 1,000 Tsb total. 100 Tsb remain. 0 Tsb ReAbsorb.

Close Help

Select the unit of measure.
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& View Reports |:|@®

Individual Tenant Cash Flow & Summary
MMNO Investments, Suite 400, 500 Tsubo, Market Leasing MLA 1

Month 1 Month 2 Month 3 Month 4 Month 5 Month & =]
For the Months 2008-Jan 2008-Feb 2008-Mar 2008-4pr 2008-t ay 2008-Jun
Tenant Potential Gross Revenue
Base Rental Revenue ¥10,000,000 ¥10,000,000 ¥10,000,000 ¥10,000,000 ¥10,000,000 ¥10,000,000
Absorption & Tumover Yacancy a 1] 1] 1] 1] o —
Base Rent Abatements 1] 0 0 0 0 1]
Scheduled Base Rental Revenue 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000
Base Rental Step Aevenue a 1] 1] 1] 1] a
Porters' Wage Fevenue a 1] 1] 1] 1] a
Mizcellaneous Rental Revenus 1] 0 0 0 0 1]
CPl & Other Adjustment Fevenus a 1] 1] 1] 1] a
Parking Revenue 500,000 500,000 500,000 500,000 500,000 500,000
Retail 5ales Percent Revenus ] 1} 1} 1} ]
E xpense Feimburzement
Mon-Refundable Deposits
| |

MNO Investments
Ciptrd | Graph Excel Pt | Preview

Leasing Costs

Leasing Cost - Green Real Estate

Amount Units OK
Tenant Improvements: |2|} ﬂ |S,-’SqFt ﬂ e
Leasing Commissions: 5 =] [Percent -] Help

it

Detail...

Enter a % of base rent + step rent - free rent or select a Leasing Commigsion Category. Clicking the Detail or the
right button allows editz and additions.

ARGUS DCF supports a number of different methods for calculating leasing commissions:

A Percentage - percentage of base rent, step rent and free rent over the entire lease term

Currency per Area - this amount will inflate from the start of the analysis by the leasing

cost inflation rate or the general inflation rate

Currency Amount - this amount will inflate from the start of the analysis by the leasing

cost inflation rate or the general inflation rate

Number of Months - the product of this entry times the base rent in the first month of

the lease

A Lease Year Percentage - percentage of base rent, step rent and free rent for each year
of the lease up to 10 years; the percentage for year 11 will be used for year 11 and all
subsequent years in a longer term lease

A First Month and Percent of Remaining - a percentage of the first months base rent, step
rent and free rent, and a different percentage of the remaining months in the lease

A 1st Yr + % MKt. Review - percentage of base rent, step rent and free rent for the first
year, and a separate percentage of rent increases for the remaining years

> >

>
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ARGUS DCF support two basic methods for calculating tenant improvements. Tenant
improvements can be entered as simple currency amounts or currency per area rates.

Space Absorption

The Space Absorption window is used to enter information about currently vacant space that
will be absorbed during the analysis period. When entering these vacant blocks, there are
three date fields: Date Available, Begin Leasing, and Create Leases.

The Date Available field determines when ARGUS DCF will begin calculating potential rent for
the space. ARGUS DCF calculates potential rent at the average market rental rate for space
that is available for leasing, but is currently vacant. This potential rent is offset on the cash flow
by a corresponding absorption and turnover vacancy amount. Leave this field blank to use the
analysis start date as the Date Available.

m Formula:
Average Market Rent=(Renewal Market Rent x Renewal %) +(New Market Rent x (1-Renewal %)

The Begin Leasing field determines when ARGUS DCF will begin leasing the space.

The Create Leases field determines how often ARGUS DCF creates leases from the Total Area
available based on the Number or Size of Leases indicated. The first lease will be created on the
Begin Leasing date, and subsequent leases will be created monthly, quarterly, semi-annually or
annually.

=] Space Absorption |Z|

B Redgistry @ Cale gj Insert % Copy ¥ Delete E@ e D s % Copy Cell [% ‘et Ll [@ Undo # Fess st D
Space Description Lease Type | Lease Status | Total&rea | Date Awvail Lizgi‘:g f;gslies Create Leases Esg?:; Base/Min Rent Muegtsl?rfe Cﬁaingtes Retail 53|
1 |Vacant Space - | Difice jSpEculahw j 100 08402 08/04 4 5100 jZMarkEl j j

1,000 Teb entered. 1,000 Teb total. 0 Teb remain. 0 Teb ReAbsorb.

_Ce= | _Desil | oo | Help

Click the left mouse button to choose how often leases should be created. Available cheices include Menthly, Quarterly, Semi-Annually, and Annually.

In this example, a 100 Tsubo area will be divided into 4 leases. The first lease will be created in
April and subsequent leases will begin in each of following 3 months. Because these spaces are
not available until February, absorption loss is not calculated for the first month.
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& View Reports

Individual Tenant Cash Flow & Summary
Vacant Space. Mo 4, 25 Tsubo, Market Leasing MLA 1

Month 1 Month 2 Month 3 tonth 4 tonth 5 Month & =]

For the Months 2008-Jan 2008-Feb 2008-ar 2008-4pr 2008-t ay 2008-Jun |
Tenant Potential Gross Revenue

Base Rental Revenue ¥0 ¥431.250 ¥431.250 ¥437.500 ¥437.500 ¥437.500
Abzorption & Tumover Yacancy 0 [431.250) [431.250) 1] 1] 0

Base Rent Abatements 1] 0 0 0 0 1]
Scheduled Base Rental Revenue 0 ] 0 437,500 437,500 437500 -
< | [

Vacant Space | Vacant Space ] Vacant Space I Vacant Space ]

Ciptrd | Graph Excel Pt | Preview
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Chapter 5
Market Leasing Assumptions

Market Leasing Assumptions allow you to set up the market conditions that ARGUS Valuation
DCF will use after the current lease expires. Market Leasing Assumptions are needed for all
tenants, even if the tenants do not renew in the analysis time frame.

Renewal Probability

Renewal Probabilities are used to weight the New and Renewal entries of the following Market
Leasing Assumption categories: Market Rent, Months Vacant, Tenant Improvements, Leasing
Commissions, Rent Abatements, and Security Deposits.

The entry in the Renewal Probability field represents the likelihood that a tenant will renew
their lease upon expiration.

m Formula:
[% Probability x Renewal Market category]

+
[(100% - % Probability) x New Market category]

Market Rate for the category

EMarket Leasing Assumptions

Categony: Offics

Lease Status: Speculative hd

New Market Renewal bkt Uit of Measure
Fenewal Probability
Market Rent 28 - |26 -
Months Yacant 4

$/5aFt

Percent

Tenant Improvements 15

Leasing Commizsions g
Rent Abatements 2
Security Deposit Mone

Naonteighted [tems Unit of Measure
Rent Changes -
Fietail Sales El
Reimbursements Base Stop - -
Term Lengths g :Yaars_T‘
oK Cancel | | Overrides | Help

Erter up to 30 characters to act as 5 Isbel to describe this categary

In the above screenshot, the Market rate for the Market Rent category is calculated as follows:

(75% x $26) + (25% x $28) = $19.5 + $7 = $26.50
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Months Vacant

The Months Vacant field determines the downtime between leases. With the Upon Expiration
field set to Market, the Months Vacant entry will be weighted by the Renewal Probability to
determine the amount of downtime that will be applied to leases that are expiring.

When entering the downtime to apply, fractional months may be specified. However, ARGUS
Valuation DCF always applies a whole number of months. After weighting the entry, ARGUS
Valuation DCF rounds the fractional months to the nearest whole month.

Example:
[ e bl arket Fenewal bkt
Ferewal Probability 50 -
arket Rent bET BEMT 1 = -
Manths W acant 45 -

This example shows 4.5 months of vacancy between leases. With a renewal probability
of
50%, the weighted average of downtime is calculated at follows:

(50% x 0 months) + (50% x 4.5 months) =0 + 2.25 = 2.25 months vacancy

When applying downtime in the valuation, ARGUS Valuation DCF will round to the
nearest whole number of months, 2 months in this case.
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Upon Expiration

The Upon Expiration field determines what happens to the space when the current lease
expires. You may choose from the following options:

& Rent Roll =13
a Registry @ Cale g:l Insert % Copy ¥ Delete @ Move Find

g covcer [ restecen | i@ ndo e | B P
L . . ) . - Firwal | Maore/ =
Tenant Mame/ Description Leasing Cast| Security Depozit | Market Leasing Upon E spiration Prob Motes
4 |Lim Computers - |Tes j jLess than 20k jm j =
<] Lo |
Renew
45,600 SgFt entered. 10,000 SqFt total. -35,600 SqFt remain. ESEZ:?

; Redbszorb
Close Detail... Mon-Contiguous Help |

Chooze an item from the drop-down lizt to determine what happens after thiz term. Click on the Detail button to =et renewal parameters u=ing an
Inteligent Renewal Category.

A Market: Selecting this option indicates that the space will be re-leased according to the
weighted average parameters in the associated Market Leasing Assumptions. If you
select Market, you can enter a renewal probability percentage in the Renewal
Probability field. After the first lease expires, the space will be re-leased using the
information in the Market Leasing Assumptions.

A Renew: Selecting this option indicates that the space will be re-leased according to the
parameters in the associated Market Leasing Assumptions. The lease will have a 100%
probability of renewing. The renewal probability in the Market Leasing Assumptions will
not be used after the lease expires, i.e., the first rollover. Only the renewal values in the
Market Leasing Assumptions will be used for the first rollover. No weighting with the
new values will occur. After the first rollover, the space will be re-leased using the
information in the Market Leasing Assumptions.

A Vacate: Selecting this option indicates that the space will be re-leased according to the
assumptions for new tenants in the associated Market Leasing Assumptions. The lease
will have a 0% probability of renewing; the renewal probability in the Market Leasing
Assumptions will be ignored for the first rollover. In other words, only the new values in
the Market Leasing Assumptions will be used for the first rollover, no weighting with the
renewal values will occur. After the first rollover, the space will be re-leased using the
weighted average of the information in the Market Leasing Assumptions. (I would
change the Renew entry to follow this as well).
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A Option: Selecting this option indicates that an option lease will be created. Option
leases display the word Optionin the Lease Type field. An option is a continuation of the
original lease. You cannot enter the start date for an option lease. It will begin in the
month following the expiration of the original lease. When the option lease is created, it
copies the same entries listed on the original lease except for the Lease Type, Start
Date, and Upon Expiration fields. You can change any other fields to reflect the
information in the lease clauses, such as leasing commissions and tenant improvements.

A ReAbsorb: Selecting this option ends revenue from the space when the lease expires. To
re-lease the space, you must enter it again on either the Rent Roll or the Space
Absorption window. This selection is useful for splitting a large tenant's space into space
for smaller tenants or combining several small spaces into a single space for a large
tenant.

A Non-Contiguous: This option allows you to link multiple lines on the Rent Roll into one
lease. To enter non-contiguous leases, you should select this option for the first lease
entered. If you select this option, the Renewal Probability field for the first line will be
unavailable and another line will be created with the word Continuationdisplayed in the
Lease Type field. In addition, the Start Date and Expiration fields in the new line will be
unavailable. Non-contiguous leases run at the same time as the first lease, not after the
first lease. You will enter the renewal probability for the entire lease on the last line for
that lease. You may report all lease lines that are part of the same lease on one sheet by
choosing the Combine Non-Contiguous Leases option on the Individual Tenant Reports
window.

Renewal Probability

The Renewal Probability field is used to override the probability entry in the Market Leasing
Assumption for the first lease expiration. It provides you with tenant-by-tenant control of the
first rollover without creating a large number of Market Leasing Assumption categories.

The Renewal Probability field is only available when the Upon Expiration field is set to Market.

If the Renewal Probability field is left blank, ARGUS Valuation DCF will calculate the market
rates using the renewal probability in the associated Market Leasing Assumption.
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Intelligent Renewals

Intelligent Renewal categories provide you with flexibility in determining the renewal base rent
for tenants. They allow you to renew a lease base rent using the lesser or greater of the last
month's rent, a contract rent rate, or a Market Leasing Assumption category. Also, you can use
Intelligent Renewal categories to compare the last, contract, and market renewal rates. You
can then preset the renewal to use the larger or smaller of the two sets of rates.

Intelligent Renewals are created by clicking Detail on the Upon Expiration field.

Intelligent Renewal E|
1K1
Category: Based on 75%
Cancel
Help
Last or Contract Rent New Rent Based On: Market Rent
e [5 uek & Lesser Use [100 % of:
(+ |ast Rent ™ Greater (" Market Leasing Assumptions
Define... " Last/Contract + Specific Market
" Contract Rent: [ -

Detail...

Select a Market Rent category to use for the Market Rent, or input a $/SqFt value to use for the Market Rent.

Last or Contract Rent
This section determines the rent renewal rate based either on the rate during the last month of
UKS USY I of dispréfiedcéniradt tate.

New Rent Based On
This section determines whether the Last or Contract Rent section or the Market Rent section
will be used to determine a renewal rent.

Market Rent

The Market Rent section allows you to select the weighted NEy S g £ NBy
Market Leasing Assumption category for the renewal rent. You may also use the weighted
renewal rent from a different Market Rent category.

A

NI GS FN
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A property has $20 per square foot base rent with a 2 year lease. The Use % Of field in
the Last or Contract Rent section is set for 50%. The Contract radio button is active with
a rate of $10 per square foot.

The renewal probability in the Market Leasing Assumption is set for 65%, with a renewal
rent of $15 per square foot and a market rent of $10. This gives a weighted renewal rent
of $13.25.

If the Lesser option is active in the New Rent Based on section, ARGUS will use a base
rent amount of $5 per square foot rent to renew the lease beginning in Year 3. The
figure was obtained by multiplying the $10 contract rate and the use % of figure of 50%.
The result, S5 per square foot, was smaller than the $13.25 per square foot market
leasing rate.

If the Greater radio button is active, ARGUS will use the $13.25 per square foot market
rent for the renewal, since it is larger than the contract rate of 50% of $10, or $5.

Note: Intelligent Renewals can affect other items besides base rent in a report. ltems
influenced by the base rent rate will be affected. These may include CPI, miscellaneous
rent, abatements, expenses, and retail sales.

Chapter 5 Page | 37



Chapter 6

Purchase and Resale

Yields may be calculated for the Purchase and Resale of a property.

Current Value

On the Property Purchase window, an amount may be entered for the purchase of the
property. This purchase amount is assumed at the analysis start for the valuation. By default,
the Purchase Price is used as the Initial Equity in the IRR calculations. However, you can change
the Initial Equity calculation using the Current Value for IRR Calculations section.

Inflate Purchase Price

Select the Inflate Purchase Price option to determine current value of the property by inflating
the initial purchase price. You may specify an inflation rate for the purchase amount, or leave
the field blank to use the general inflation for the purchase amount.

Property Purchase Price & Current Value @

Fropeity Purchase Price
+ Initial Armount: 9,500,000 -

" Direct Cap Value as of Analysis Start

Cancel

Current W alue for IRF Calculations Help

@+ Inflate Purchase Price at:

" Current Armant
MIRR...

il

" Cumulative Costs

il

" Direct Cap Value as of Reparting Start

Erter the rate of inflation or leave blank to use General Inflation.

Current Amount
Select the Current Amount option to directly enter the current value of the property. This initial
equity value should be entered as of the reporting start date as it is not affected by inflation.
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Property Purchase Price & Current Value E

Property Purchase Price
+ |nitial Amnount: 9,500,000 -

" Direct Cap Yalue as of Analysis Start

0

Cancel

Current Yalue for IRR Calculations Help

" Inflate Purchase Price at:
+ Curent Amount 9,800,000

" Cumulative Costs

" Direct Cap Yalue as of Reparting Start

MIRR...

b el bk

Erter an amount for Current “alue. Mo inflation will be applied to this number.

MIRR

The Modified Internal Rate of Return (MIRR) is an alternative method of calculation that in
some circumstances may provide you with a more accurate reflection than the internal rate of
return.

The MIRR calculation requires a reinvestment rate and a safe rate. This rate will be reported
beneath the IRR on the unleveraged and leveraged cash flows.

m Formula: y
_|_
e | 2 €EXA ]
CF,

CF, = | Cash Flows in period S

CFo = | Initial Cash Flow (Cost)

n = | Number of Periods

r = | Reinvestment Rate

S = | Current Period
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Property Purchase Price & Current Value f5__(|

Froperty Purchase Frice
% Initial &mont: 0 hd

" Direct Cap Yalue as of Analysis Start

ok

Cancel

Current ¥ alue for IRF Calculations

e ]
RN
[oe
_ teb |

Help

¥ Inflate Purchase Price at:

7 Current Amnount

LI

" Cumulative Costs

" Direct Cap Yalue as of Reporting Start

Press this button to input MIER information.

Modified Internal Rate of Return [‘5_7|

Reinvestment Fate:
Cancel
Safe Rate: Help

Erter the interest rate received on the cash floves reinvested (for
example 10.50).
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Capitalize Net Operating Income

When determining the resale value of the property, a common method of calculation is
Capitalizing the Net Operating Income (NOI). The value is determined by dividing the NOI by
the entered cap rate.

m Formula:
Net Operating Income + Cap Rate = Resale Value

Property Resale

Dptioh for Resale Calculation 0

|Capitalize Met Operating |ncome Cancel
Detail...

Help
Cap Rate:

Resale Adjustment as a Percent of
Price:

171,
dldad]

b atriz...

¥ Apply Rate to following year income

[v Calculate Resale for &l Years

Erter a cap or growth rate (ex: 9.00).
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EView Reports

Schedule Of Prospective Cash Flow
In Inflated Dallars for the Fiscal Year Beginning 1/1/2008
‘Year 1 Year 2 Year 3 Year 4 Year & Year B | a
For the 'ears Ending Dec-2003 Dec-2009 Dec-2010 Dec-2011 Dec-2012 Dec-2013 ||
Potential Gross Revenue
Base Rental Revenue 41,325,000 $1,325,000 $1.325.000 $1,370,223 $1,520,253 $1.520,253
Absorption & Tumover Y acancy [62.102) [64.586)
Baze Rent Abatements [11B.EE7] [31.051) [32.233)
Scheduled Baze Rental Revenue 1,208,333 1,325,000 1,325,000 1.277.070 1423374 1,520,253
Expenze Reimburzement Revenue
Insurance 462 642 928 704 98 3595
Chbd 13872 19,272 24,834 20,689 2889 11.843
RE Tax B.165 8,565 11.037 9,391 1.1 5,263
Total Reimbursement Revenue 20,453 28,479 36.693 30,784 4298 17.560
Roof Anternae 30,000 30,900 31.827 32,782 33765 34.778
Outdoor Sign 9600 9,888 10,185 10,053 10,355 11123
Total Potential Gross Revenue 1.268.432 1,394,267 1403711 1,350,629 1471792 1,583,661
Effective Gross Revenue 1.268.432 1.394.267 140311 1,350,689 1471792 1,583,661
Operating Expenzes
Insurance 6,000 6180 6,365 6,556 6.753 6956
CaM 180,000 185,400 130,982 192,533 13831 208,663
RE Tax 80,000 82,400 84,872 87418 40,041 92742
Management Fee 80,737 55,771 56148 54,028 hB.a72 B3.346
Total Operating Expenses 6737 329.791 338,347 340,535 354,037 31,713
—
Met Operating Income 951,655 1064518 1.085,364 1,010,094 1117755 1,211,948
Cash Flow | Fesale
LClipBrd Graph Excel Frint ‘ Preview

Resale Calculation = Capitalize Net Operating Income

Cap Rate = 10%

NOI =$1,211,948

Gross Proceeds from Sale = NOI + Cap Rate = $12,119,480

& View Reports

Prospective Property Resale

Year 1 Year 2 Year 3 Year 4 “Vear 5 -

For the Years Ending Dec-2008 Dec-2009 Dec-2010 Dec-2011 Dec-2012 | |

Resale Amount T
Grogs Proceeds from Sale $10,645,160 $10,653,640 $10.100,940 $11.177.550 $12.113.480
Commiszions & Adiustments [313.355) [319.609] [303,028) [335.327) [363.584)
Met Proceeds From Sale 10,325,805 10,334,031 9.797. ;12 10,842,223 11,755,896

Cazh Flow  Fesale
LClipErd Graph Excel Print Freview
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Capitalize Cashflow after Leasing Costs

When determining the resale value of the property, you may wish to account for Leasing and
Capital Costs. The CAP Cash Flow after Tls and LCs option determines the resale value by
dividing the cash flow before debt by the cap rate.

m Formula:
Net Operating Income
- Tenant Improvements
- Leasing Commissions
- Capital Expenditures
- Development Costs

= Value for Resale Calculation

Value for Resale Calculation
+ Cap Rate

Resale Value

Property Resale

DOption for Resale Calculation Ok

|D5.F' Cazh Flow After Tls & LCz Cancel

Help

Cap Rate:

Feszale Adjustment az a Percent of
Frice:

x
|

1 o |
—— o |
10 - g

v &pply Rate to following vear income

¥ Calculate Fesals for &1 Years

Pressz this button to specify a Cap Rate Matrix.
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[BIX)

ElView Reports

Schedule Of Prospective Cash Flow
In Inflated Dollars for the Fizcal Year Beginning 14172008
ear 1 Year 2 Year 3 Year 4 Year 5 ear B &
For the Y'earz Ending Dec-2003 Diec-2003 Dec-2010 Dec-2011 Dec-2012 Dec213 | |
Potential Gross Revenue
Base Rental Revenue $1.325.000 $1.325,000 $1.325.000 $1.370.223 $1.520.253 41,620,253
Abzorption & Tumaver Yacancy [62.102) [64.586)
Baze Rent Abatements [116.667) [31.051) [32.293)
Scheduled Baze Rental Revenue 1,208,333 1,325,000 1,325,000 1.277.070 1423374 1,520,253
Expenze Reimbursement Aevenue
Insurance 482 B42 828 4 33 395
CAm 13.872 19,272 24,834 20,683 2889 11.843
RE Tax 6,165 8565 11.037 9,391 1.311 5,263
Tatal Reimbursement Revenue 20,433 28479 Jei=gsie ] 30,784 4,298 17.501
Roof &nternae 30,000 30,300 31.827 32782 33,768 34,773
Outdaor Sign 9,600 9,898 10,185 10,053 10,355 11,129
Total Potential Gross Revenue 1.268.432 1.394 267 1.403.711 1350689 147,792 1.583 661
Effective Gross Revenue 1,268,432 1,394,267 1.403.71 1,350,689 147,732 1,583,661
Operating Expenses
Irisurance E.000 E180 6,365 B.556 E.793 B.356
CAk 180,000 185,400 190,962 192553 198,371 208,663
AE Tax 80,000 82,400 84,872 87.418 90,041 92.742
tanagement Fee 80,737 55,771 56148 54,028 58872 B3.346
Total Operating Expenses F6.737 323,751 338,347 340,535 354,037 371713
Met Operating Income 951,695 1064516 1,065,364 1.010,034 117,756 1,211,948
Leasing & Capital Costs
Tenant Improvements 375000 204,886 211,033 =
Leaszing Commissions 119,000 138.565 144,107
Foaf Repair R0.000
Total Leasing & Capital Costs 434,000 393.451 355,140
Cash Flow Belore Debt Service 457,695 1,064,516 1,065,364 616,643 FE2.615 1,211,948
Cash Flow | Resale
LlipErd Graph Excel Frirt | Preview

Prozpective Property Resale

Year 1 Year 2 Year 3 Year 4 Year 5 e
For the ¥ears Ending Dec-2008 Dec-2009 Dec-2010 Dec-2011 Dec22 |
Resale Amount B
Gross Praceeds from Sale $10,645,160 $10,653,640 $6.,166.430 $7.E26,150 $12,119,480 I
Commizzions & Adjustments ar earnoo e S .
Met Proceeds From Sale 10,325,805 10,334,031 5,981 437 7,397,365 11,755,896

Cazh Flow  Fesale
LClipErd Graph Excel Print Freview
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Grossed Up to Stabilized Market Vacancy

When calculating the resale value for the property, the Grossed Up to Stabilized Market
Vacancy option allows you to enter a stabilized market vacancy rate and cap rate, while also
grossing up expenses.

The Stabilized Market Vacancy rate is the single average market vacancy for the entire holding
period. This vacancy rate may be different from the value entered in the General Vacancy
window.

@ dzaAy3d GKAAa NBalftS YSGK2RX GKS NBaltS &SI N
occupancy prior to capitalization.

Property Resale

Option for Rezale Calculation 0K

|Grussed up ta Stabilized Mkt Y acancy Canicel

Stabilized Vacancy Rate:
Help
Cap Rate: il

Rezale Adustrment as a Percent of
Price:

111
dididy].

v b atrise...
[v Apply Rate to following year income

=

Enter the stakilized market vacancy as 24X, Thiz rate will be used to calculate all vears
anchior the reversion year.
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Capitalization Method

The Capitalization Method option allows you to perform property valuations using the market
rent capitalization method. When this method is selected, you must specify if the Gross
method (market rent includes additional revenues) or the Net method (market rent does not
include additional revenues) will be used for the calculation.

m Formula:

Property Resale FZI
Dption for Resale Calculation aK
|Eapitalizati0n Method ﬂ Cancel
Adjustment bo Y alue:

Selling Costs [as a Percent of Price): 3 -
¥ M atris..
-
-
Press this button to specify adustments as needed for Capitalization Method.

& Capitalization/Discount Rates

Method
Gross [Market Rent includes additional revenues hd
e[arketen doe oicludadd aI enues] . -
Iterm Rates  _&| Q_e e

Global Rates -_
Capitalization Rate
Dizcount Rate

Capitalization Fate Owverrides -

Market Rent

Yacancy Allowance

Operating Expenzes

Reirmburzable Espenzes

Retail Sales Rent

Mizcellaneous Fevenues in Perpetuity p—

Select Capitalization/Dizcount method.
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Depreciation and Taxes

The Depreciation and Taxes window allows you to control depreciation of various items and
determine the tax rate for a property. The ARGUS DCF reports, including the Depreciation
Schedule and Income Statement are affected by the depreciation and tax data.

& Depreciation & Taxes

M ame Simple/Detal Method IJzeful Life Armnount - Basis
Property w (|Mone
Capital Expenditures | Simple - [Mone
Land Costs Simnple “w |Mone
Hard Costs Simple " |Hone
Soft Costs Simple " |Nane
Debt Interest Simple ? Maone

Leazing Commiszions Mone

Mone

4 | 4

Tenant Improvements

0 Ordinary Income T ax A ate 0 Lapital Gainz Tax Rate

0 Depreciation Becapture T ax R ate

ak. Cancel Detail... Help

Select Detail to temize the tax conzequence for each tem. I

Name

The Name column lists the items you can depreciate. You may depreciate any of the following
items: Property, Capital Expenditures, Development Costs, Debt Interest, Leasing Commissions,
or Tenant Improvements.

Method

The Method field contains a drop-down list of the available depreciation methods. You can also
enter detail for specific user-defined depreciation percentages over time. You may select from
the following options: None, Expense, Straight Line, Amortization, Double Declining, Capitalize,
or Detail.
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Straight Line Depreciation

The Straight Line Depreciation option is used when you want to divide the cost of a tangible
FaasSdid oe GKS laasSiQa dzaS¥dz fAFSO

m Formula:

Cost of Asset
+ Useful Life in Years

Depreciation per Year

A building has a useful life of 40 years and has a value of $1 million. The depreciation
will use the formulas and produce these results.

$1,000,000
+ 40 Years

$25,000 per year for 40 Years

Double Declining Depreciation
This option is double the results of Straight Line Method.

(100 % + Useful Life)
X 2

Double Declining Percentage

Depreciation Input Previous
- Year Depreciation (Zero for Year 1)

Amount to Depreciate

x  Double Declining Percentage

Depreciation Value
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Capital Gains Tax

Capital Gains Tax: A tax on profits from the sale of Real Estate or Investments.

It is a tax charged on capital gains, the profit realized on the sale of a non-inventory asset that
was purchased at a lower price. The most common capital gains are realized from the sale of
stocks, bonds, precious metals and property. For most people, the capital gains tax rate is
currently 15% for an elapsed time between purchase and sale of more than one year, and your
normal tax rate for an elapsed time of 1 year or less.

Value Added Tax

Value Added Tax: is tax on exchanges. It is levied on the added value that results from each
exchange. It differs from sales tax because a sales tax is levied on the total value of the
exchange. For this reason, a VAT is neutral with respect to the number of passages that there
are between the producer and the final consumer. A VAT is an indirect tax, in that the tax is
collected from someone other than the person who actually bears the cost of the tax (namely
the seller rather than the consumer). To avoid double taxation on final consumption, exports
(which by definition, are consumedbroad) are usually not subject to VAT and VAT charged
under such circumstances is usually refundable.

In ARGUS DCF, The Value Added Taxes (VAT) window, which you can access by selecting the
corresponding menu option on the Yield menu, allows you to enter various VAT amounts. This
window is very similar to the other revenue and expense windows. Entries on the Value Added
Taxes window will be available on the Percent of Line Entries window in revenues and
expenses.

Bl Value Added Taxes
BcctCode | Amourt | Urits frea Frequency | ZFieed | Inflation | Refdcct | Notes

Close Insert Capy Delste Help

Enter up to 30 characters for a label to describe this line tem. These line tems will appear on the Schedule of Prospective Cash Flow inthe order in which they are entered on this window.
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Valuations and Returns

Unleveraged Present Value

The annual, end-point on Cashflow and Resale method discounts all cash flows from the end of
the year they are received to the reporting start date using the number of months left in the
year. The cash flow for Year 1 will be discounted to the start of the reporting period. A short
first year is discounted by adjusting for the number of months in the first year. The resale
proceeds are discounted back to the reporting start date from the end of the holding period.

m Formula:
Ly
PV . Z CFI + CFIH
o In

~ A+ \A+r)
PV = | Present Value of cash flows; Target Initial Investment
CFO =|LYAGALFE Ay@SadagySyd Fd GAa\
CFt = | Cash Flow at year defined by t
CFtn = | Resale Value
np Number of periods
t Time
tn Resale Period
r Discount rate; Target IRR
rn Resale Discount rate
m Number of months to discount; Endpoint
n Number of months in one year for endpoint calculation

Chapter 8 Page | 50



ARGUS Valuation ¢ DCF Calculation Manual

Below is the ARGUS DCF Present Value Report and calculations using the above
endpoint PV formula. The cash flow consists of 3 (12 month) years with resale occurring
at the end of the third year. The Discount Rate used for each cash flow year and net
resale is at 14%.
ARGUS DCF Present Value Report:
Py of
Analysis Annual Cash Flawe
Period  Cash Flow i 14.00%
Year 1 ($617,011) (§541,238)
Year 2 612,350 471,184
Year 3 781,188 527,279
Tatal Cash Flow 776,527 457,225
Property Resale @ 10% Cap Rate $6,405,143 4 323,289
Total Property Presert YWalue 4,780,514
m Formula:
Year0 : PV Year1 Year 2 ¥ear 3 : Besale
($541,237.72) {$617,011)
5471.183.44 $612,350
Ba27 279 BA §781,188
$4 323 28908 $6,405,143
$4,780 514,45
($617,0113 $612,350 $781,188
- 2 — 2 - 3
(1 +14)12 (1+14)12 (1 +14) 12
$4,780,514 = +
$6,408,143 3
(1 +14)12
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Leveraged PV

To calculate the leveraged present value of a property, you can select from the following
methods below. The name of the method you select will be printed at the top of all Prospective
Present Value Summary reports.

Annually (Mid-Point on CF/End-point on Resale)

This method uses mid-point discounting for the cash flow from the middle of the year received
to the reporting start date. The cash flow for Year 1 will be discounted six months if the first
year is a full 12 months. A short first year is discounted by adjusting for the number of months
in that short year. The resale proceeds are discounted back to the reporting start date from the
end of the holding period.

m Formula:
PV= FV/ (1+i)r

Present Yalue Discounting

Dizcount Rate and tethod

Fresent Value Az OF l Advanced l K

Frimary Digcount B ate: il Cancel

gl

Help
Dizcount Rate Range

Mumber of Rates:

1

Increment Between B ates:

Dizscount Method:

Endpoint aszumes cash floves and property resale occur at the end of each period; Midpoint
aszumes they are received in the middle of the period.
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Direct Cap Value

The Direct Capitalization option on the Yield menu allows you to determine the value of a
property by directly capitalizing the first year of the reporting period.

Cash Flow to Capitalize
Select the cash flow item you wish to capitalize. You may choose from the following options:
A No Capitalization Calculation: This option, which is the default, indicates that
capitalization will not be calculated.
Net Operating Income: Select this option to capitalize net operating income.
NOI at Stabilized Market Vacancy: Select this option to capitalize net operating income
at stabilized market vacancy. This option is only available when you choose Year One in
the Capitalization Period section. In addition, this option is not available for properties in
hotels and general properties where it is not available as a resale method.
A NOI less Capital Costs: Select this option to capitalize net operating income less capital
costs (e.g., tenant improvements, preparation costs in multi-family, leasing
commissions).

A
A

m Formula:
Direct Cap = NOI + Value of Property

Direct Capitalization

Capitalization Period
* Tear Ore

" “Year Starting in Month m
" First 12 Manths Help

Cazh Flaw to Capitalize

Met Operating Income j

Cap Rate: 9
Commizsion a5 a Percent of Yalue: |2 -

Select to capitalize Year 1 of reporting.
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Percentage Value Distribution

Assured Income

Assured Income reflects the cash flow that is achievable assuming that all tenants in place as of

the analysis start date finish their current terms and vacate. Any lease that begins after the

analysis start date is not part of Assured Income. Only expenses attributable to a specific

GSYyFyd F'NB &adzomid NI OGSR FTNRY GKIG GSylFydiQa NBC
derived from the existing tenants until they have vacated their space at the end of the analysis.

Prospective Income

Prospective Income includes the cash flows for the renewal, rollover and option terms of
current tenants. It also includes leases from the Space Absorption window and leases on the
Rent Roll that begin after the analysis start date. All Capital Expenditures & Revenues are also
considered prospective.

Prospective Property Resale

Prospective Property Resale equals the Property Resale amount @ x% / Total Property Present
Value @ x%.

Prospective Present Value
Cash Flow Before Debt Service plus Property Resale
Dizcounted Annually [Endpoint on Cash Flow & Resale] over a 5Year Period
For the P of Py of P of P, of P, of
Analysis ‘Year Annual Cash Flow Caszh Flow Cash Flow Caszh Flow Caszh Flow
Period Ending Cash Flow @ 13.00% @ 13.25% @ 13.50% @13.75% G 14.00%
Year 1 Dec-2008 $971.638 $859.768 $857.870 $855.981 $854.053 $852.226
Year 2 Dec-2009 851,096 EEE 525 EE3.58E EEDEER E&7 7B E54,883
Year 3 Dec2010 1.143M6 792168 786,933 781745 776EM 771,504
Year 4 Dec2011 1331691 816,751 809,563 802 453 795,423 788 468
Year 5 Dec-2012 1452932 788,593 73927 771376 762,938 754 607
Tatal Cash Flow 5,750,263 35923.805 3.8597.879 3872220 3.846.824 3.821 688
Property Resale & 3.50% Cap 15,500 621 8,413,653 8.321.202 8.223.962 8133913 8.051,056
Tatal Property Present Yalue $12,337.464 $12.219.061 1202082 $11.986.743 $11.872744
Rounded ta Thousands $12,337.000 $12.219.000 $12.102,000 $11.987,000 $11.873,000
Per SgFt 155.19 183.70 16223 1580.79 149.34
P, k Yalue Distri

Asgzured Income 17.18% 17.27% 17.37% 17.46% 17.56%
Prospective Income 14.62% 14.63% 14.63% 14.63% 14.63%
Prospective Propery Resale B8.20% 68.10% B3.00% B7.91% B7.B81%
100.00% 100.00% 100.00% 100.00% 100.00%

Detailed PY - Unleveraged | Detailed PY - Leveraged

LlipBrd | Excel Brirt | Preview
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Rolling PV

Rolling Present Value creates a Future Present Values report that shows the present value of
the cash flow and the resale amounts for each year of the reporting period.

Calculation Switches X

Loan Statistics | Partnerships | UK Calculation |
Rent | RentCollecon | Detsiled Reimbursament General
Cancel
Help

[V Display Qocupancy Warning
-

[ Lalculate Raling PV

-

Check this to calculate values for Rolling Presert Yalue report

B Yiew Reports X

Unleveraged Future Present Yalues
Present WYalues as of Future Holding Periods
Dizcounted Monthly
Praperty I Rezale Huolding P af P of P of P of P of
Resale @ 9.50% Period Cash Flow Resale Cash Flow & Cash Flow as Resale Ax
A of: Cap Rate P as of: @ 13.25% @ 13.25% Fiezale % of Total % of Total
Dec2M2 15,501 621 Jan-2008 4127858 8.321.202 12,448,060 J316% G6.84%
Dec-2013 16,489,969 Jan-2009 4264724 8,851,743 13116467 3281% B7.49%
Dec204 16,958,827 Jan-2010 4,832,369 9,102,960 13,936,329 46T £6.33%
Dec2M5 17.807.147 Jan-2011 5146511 9,558,738 14,705,303 35.00% £5.00%
Dec-2016 18,497 737 Jan-2012 5338219 9,929 504 15,327.723 35.22% 64.78%
Property Rezale Huolding P4 af P of P of P of P of
Resale @ 850 Perind Cash Flow Resale Cash Flow & Cash Flow as Resale As
A of: Cap Rate P as of: @ 13.50% @ 1350% Fiezale % of Total *% of Total
Dec2M2 16,501 621 Jan-2003 4,104,853 8,229,962 12334815 q328% BR.72%
Dec2M3 16,489,369 Jan-2003 4242101 4.754 685 12,996,786 32.64% 67.36%
Dec-2014 16,959,827 Jan-2010 4,807 258 5,004,137 13811395 34.8% 65.19%
Dec2M5 17,807 147 Jan-2011 5119816 9453988 14,573,804 /A G4.87%
Dec2ME 15497 737 Jan-2012 5.369.507 9820629 15190136 35.35% 64.65%
Property Rezale Holding P4 of P of P of P of P of
Resale @ 850 Period Cash Flow Resale Cash Flow & Cash Flow as Resale Az
A aof Cap Rate P as of: @13.75% @ 13.75% Fesale % of Tatal % of Tatal
Dec2M2 16,501 621 Jan-2003 4,082 066 8138914 12,221,985 33.40% B0
Dec2M3 16,489,363 Jan-2003 42196587 4.658,902 12,578,583 3277 67.23%
Dec-2014 16,959,827 Jan-2010 4782381 8,905 625 13,688,006 34.94% B5.06%
Dec2ME 17,807 147 Jan-2011 5,093,371 49,350,553 14,443.524 35.26% B4.74%
Dec-26 18,497,737 Jan-2012 5,341,066 9.713.183 15,054,243 35.48% £4.52%
P - Unleveraged ] P - Leveraged J P Increasing Term - Unleveraged ] P Increasing Temn - Leveraged  Rolling P - Unleveraged | Rolling P - Leveraged 4 r
LlipErd | | Ewcel | Frirt | Preview |

The first column on the report shows the dates of projected property resale. The second shows
the property resale amounts. The third column shows the dates to which the present value is
being discounted. The fourth column shows the combined cash flows discounted to the dates in
the third column. The fifth column shows the amounts of property resale discounted to the
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dates in column three. The sixth column shows the combined present values of the cash flow
and the resale. The last two columns show the total percentages that the cash flow and resale

represent.

Annual IRR

The Internal Rate of Return is the Discount Rate when the calculated Net Present Value is equal

02 YnQo l wD! { 5/ C OF ft Odz I=iftr@&13n) furkctodn foumdwn Ay U K

Microsoft Excel. ARGUS needs a calculated initial investment from the Purchase Price window
to calculate along with annual total cash flows for each year. If activated, a calculated resale
YIe fa2 6S FTRRSR (2 0GKS FAylrf &SI NRa Ol aK T

Unleveraged

ARGUS DCF, at the Reporting Start date, needs a calculated initial investment entry from the

Purchase Price window. ARGUS DCF then calculates the twelve month totals for each year;

FRRAY3 GKS NBartS G2 G4KS FAylLf &SFNDRa OF akK 7

Example:

Below is a sample cash flow, where in ARGUS DCF, $8,000,000 was entered as the
Purchase Price (CFO). The annual cash flows (CF1 - CF5) is the investment upkeep in that
the final year (CF5) is the sum of the calculated resale $9,327,859 and the final cash flow
$954,478.

($8,000,000) ($517,560) $894,111  $894,296  ($113,040) $10,282,337
CFo CF1 CF2 CF3 CF4 CFs5

Unleveraged
Excel fx =IRR(cFo: cFs) IRR=7.75%
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Leveraged

ARGUS DCF uses the same calculation for the Leveraged IRR, the only difference being that the
program takes debt into consideration for this calculation. This includes any debt that is
withdrawn at the Reporting Start date, debt service for each year and any debt retirement in
the year of resale.

Example:
Same cash flow as the unleveraged example above, but with debt financing.

(58,000,000) ($517,560) $894,111 $894,296 (5113,040)  $10,282,337

<«——— Debt Borrowed @ CFy

4,000,000

(287,784) (287,784) (287,784) (287,784) 87,784)
Annual Debt Service Debt Retirement

——(3,722,174)

(54,000,000) ($805,344)  $606,327 $606,512 (5400,824)  $6,272,379

CFo CF1 CF2 CF3 CF4 CFs5
Leveraged
Excel fx =IRR(cFy;: cFs) IRR=9.17%
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To solve for IRR in ARGUS DCF:

*\ CF
0= NPV=-CFy+ Y. . ;)t

t=1
NPV = | Net Present Value of cash flows
CFO =|LYAGALFE Ay@SadgySyd Fd GAa)\
CFt = | Cash Flow at year defined by t
n = | Number of periods
t =[{¢CAYS NBLINB&aSYGSR |a &SI N
r = | Discount rate; IRR

ARGUS DCF iterates multiple guesses for r until the IRR has been reached or NPV=0. At that
point: IRR=r.

You can also calculate r as the IRR, where:

", CF,
CFo= . A +r)
=1
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Using the above formula and a sample of the discount rate guesses at 7% ¢ 8.5%.

4517560 , $894,111  $894,295 _ -$113.040 , $10,282.337
$8,000,000 # # 700 * (1+0700f * (1+.0700F T 10700 | (1+ 07007

$517560 , $894,111  $84,296 | -$113.040 , $10,082,337
$8,000000 # ZU09337* (ren73ap t (1+0733F T (1407337 | (1+0733F

$517560  $B111  $84,296 | -$113,040 , $10,282.337
$8.000000 = qiarssy T (1+07mep T (1+0775F T {1+ 0775 | (1+0775]

$517560  $8111  $894,296 | -$113,040 , $10,082,337
$8.000000 # iy T (1+ost0p T (1+0810f T (le0a10f T (1+ 08107

, 517560 $5B4 111 $6G4.206 -$113n4cl L $10282 337
(1+0850) * (1+08s0F T (1+.08507 | (1+08807°  (1+08507

$58,000,000

IRR Calculation Result:

$8000000 # $8272189

$8000000 # $8151212

NPV= $8,000,000 - $8,000,000 = 0
When ' =7.75%

$3,000,000 $8,000,000

$3,000000 # $7.877209

$8,000,000 # $7,739299
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Monthly and Quarterly IRR

The concept and the calculation of the Monthly/Quarterly Internal Rate of Return calculations
are very similar to the Annual Internal Rate of Return that was covered in the prior section. Like
the annual IRR, the monthly and quarterly IRRs are calculated in ARGUS DCF in the same way
they are in Excel (=xirr(x1:xn,d1:dn,r)). The formula that is used in ARGUS DCF is a daily
calculation based on a 365 day year.

Monthly IRR
Approximately every 30 days, ARGUS DCF will calculate a NPV for one period. The IRR is only
displayed at the end of the year.

Bf30/2008 TIA12008 1312008 QII0E2005 1312008 T1A02005 124312005

v

$40,029 ($83,379) $37 970 $37,969 ($74,442) $46,907 $7,179,009

30-Day Totals
27.20%

Quarterly IRR

Approximately, every 90 days ARGUS DCF will calculate a NPV for one period. The IRR is only
displayed at the end of the year.

Bi30/2003 TI312008 Br3ti2003 93042008 105312008 143002008 127312008
F40,029 (553,379 37 8v0 F37 969 (574,442) 46,907 7,178,009
$16,993 -~ (7,440 L FTAE1 474

90-Day Sum 90-Day Sum
TN
m Formula:

0= NPV=-CF +i <L
) R

2 K SNB X

NPV = | Net Present Value of cash flows

CFO =|LYAGALFE Ay@SadgySyd Fd GAa)Y
CFt = | Cash Flow at year defined by t

n = | Number of periods

t =|{¢AYS NBLINBaSyiSR Ia RIe&a
r = | Discount rate; IRR

dn = | Day of Cash flow

do = |[wWSLER2NIAY3I {{FNI RIGS 2N (
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Sources and Uses of Capital

The Sources and Uses of Capital report describes the inflow and outflow of funds to the
property and ends in the final year of the analysis.

Initial and Required Equity

Initial Equity Contribution - Purchase price ¢ Debt funding in Month 1. This will be shown only
if the purchase price is greater than the debt funding.

Required Equity Contribution
The Required Equity Contribution line will appear anytime there is negative cash flow in a given
time period. This line shows the amount of money the property owner will need to contribute
to cover costs, payments, etc.

m Formula:
Defined Sources of Capital

Total uses of Capital

Required Equity Contribution

Cash to Initial Equity

The Leveraged Cash on Cash Return line shows the relationship between the initial investment
and the profit or loss generated by the property.

m Formula:
Cash Flow Distributions + Initial Equity
OR
Required Equity Contribution + Initial Equity

Leveraged Cash on Cash Return

This annual calculation depends on whether the cash flow in each particular year is positive or
negative.
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Cash to Purchase Price

The Unleveraged Cash on Cash Return indicates how stable the cash flow is compared to the
value of the building.

m Formula:
Net Operating Income

(Property Purchase Price + Leasing and Capital Costs)

Unleveraged Cash on Cash Return

Net Operating Income to Book Value

NOI to Book Value is the ratio of the Net Operating Income to the cumulative Purchase Price,
Leasing Costs, and Capital Expenditures.

m Formula:
NOI to Book Value =NOI/PropS NIi & t dzNOKIF &aS LINAOS b ! OOdzydz |
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569,940/ 5,000,000 + 900,000 + 181,008.37%
Elyiew Reports
Schedule OF Prozpective Cash Flow
In Inflated Dollars for the Fiscal Year Beginning 1/1/2008
ear 1 Year 2 Year 3 ear 4 Year O ear B 1=
Foar the Years Ending Dec-2008 Dec-2009 Dec-2010 Dec-2011 Dec-2012 Dec-2013 -
Potential Gross Revenue
Baze Rental Revenue $1.320.000 $1.320,000 $1.320.000 $1.396.757 $1.396.757 $1.396.757
Abzorption & Turnover Yacancy [232.793)
Baze Rent Ahatements [330.000) [87.297)
Scheduled Base Rental Revenue 990,000 1,320,000 1,320,000 1.076 867 1,396,757 1,396,757
Expenze Reimbursement Revenue
Insurance 3077 4,828 BT 8337
CAM 12,924 20,276 26,950 3016
Real Estate Taxes 4816 7.242 9625 12.506
M anagement 2024 anz 4,153 5.291
Total Reimbursement Revenue 22641 35,458 47,145 51,150
Misc Income 12,000 12,360 12,731 13,113 13,508 1391
Total Potential Gross Revenue 1,002,000 1,355,001 1,368,189 1,089,780 1.457.408 1471818
Effective Gross Revenue 1,002,000 1,355,001 1,368,189 1,089,780 1.457.408 1471818
Operating Expenses
Insurance 60,000 1,800 63,654 65,564 67.531 63,556
CAk 252,000 253560 267.347 252,420 283628 292137
Real Estate Taxes 50,000 92,700 95,451 98,345 101,236 104,335
Management 30,080 40,650 41,046 32,693 43722 44155
Total Dperating Expenses 432,060 454,710 4E67.528 449,022 498,177 510,183
Het Operating Income 5ED.940 900,291 900,661 640,758 961,231 961,635
Leasing & Capital Costs
Tenant Impravements 900,000 491 727
Leasing Commissions 181.500 215,515 -
Cash Flow | Sources and Uses J Direct Capitalization % alue Summary J
ClipBrd i el Print

Cash to Imputed Equity

The Imputed Equity Level is only displayed when there is no purchase price entered and ARGUS
DCF determines that the present value is lower than the debt funding in month 1. Imputed
equity indicates the negative value of the property because more is owed on the property than
it is worth.
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Chapter 10
Debt Financing

Debt structures for a property may be entered in the Debt Financing windows.

% of Price or PV

With the % of Price or PV option selected, ARGUS DCF bases the loan amount on a percentage
of the current value of the property. Enter the amount as a positive number between 1 and
100, or less than 1 (5 or .05 = 5%).

m Formula:
Loan = % Entered x Purchase Price or Present Value

The property value depends on the entry in the Property Purchase Price field on the Property
Purchase Price and Current Value window. If there is no entry in the Property Purchase Price
field, the current value of the property is determined as the lowest present value. If the

purchase price is zero, and there are no entries for the present value, the note amount is zero.

If the note start date is a date other than the analysis start date, ARGUS DCF will calculate the
unleveraged present value as of the note start date, based on a future holding period equal to
the length of the analysis. ARGUS DCF will use the entry in the Primary Discount Rate field on
the Present Value Discounting window to calculate the present value. If you did not enter a
discount rate, the value of the property will be represented by the sum of the undiscounted
cash flows for the relevant period.

Loan Constant

Calculation of the loan constant amount:

Original Principal Balance
X Loan Constant
= Loan Constant Amount

The amount paid is divided among interest payments and principal reductions that are
calculated as follows:

Loan Constant Amount
- Interest Payments
= Principal Reductions
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5 View Reports | 3]

Individual Loan & Debt Service Summary
Laoan number 1 - Purchaze Financing
Year 1 Year 2 Year 3 Year 4 Year 5 |

For the Years Ending Dec-2008 Dec-2009 Dec-2010 Dec-2011 Dec-2012
Minimum Debt Service

Interest Papments $1.063.793 $1.062.316 $1.039.695 $1.025.820 $1.010.569

Principal Payments 115,692 127174 139,796 153,670 168,921
Total Minimum Debt Service 1.179.451 1.173.430 1179491 1,179,430 1.175,430
Fees &k Contingencies

Origination Points & Fees 112,500
Total Fees & Contingencies 112,500
Reductions & Retirement

Principal Balloon or Call 10,544,747
Total Reductions & Retirement 10.544.747
Total Cash Flow Paid To Lender $1.291.991 $1.173,430 $1.173.491 $1.179,490 311,724,237
Principal Balance Summary

Beginning Principal Balance $11.250.000 $11.134.308 $11.007.135 $10,867,338 $10.713.668

Periodic Principal Reductions 115,652 [127.174) [139,736] [153,670] [168,921)

Principal Balloon Payments [10.544,747]

Ending Principal Balance $11.134,308 $11.007.134 $10,867,323 410,713 668
Interest Rates

Interest Rate on Principal 9.50% 9.50% 9505 9.50% 9.50%
Cash Flow Coverage Ratios

Cash to Tatal Interest Charged 131.45% 130.64% 13301% 138.39% 145.09%

Cash to Mirimum Debt Service 118.86% 116.65% 17.25% 120.36% 124.31%
Loan To Value Ratios

Loan to Purchase Price 76.00% 74.23% 7308 72.45% 71.42%

Loan to Capitalized Value 76.43% 7E.94% 7RET% F272% 9% |

Loan to Lowest Present Yalue 92.06% a1.10% 80062 88.92% 87 BB

Loan to Highest Present Yalue a0.37% 89.44% 88.42% a7.29% 86.06%
Loan Summary - Purchase Financing J

Cloze LClipBrd | Graph | Excel | Print Preview

Interest & Principal Payments

Code = | Description

M = | Monthly Principal Payment

P = | Principal, Initial Amount of the loan

I = | Annual Interest Rate (1 to 100 Percent)

J = | Monthly Interest in Decimal Form =1/ (12 x 100)
N = | Number of Months that Loan is Amortized =L x 12

Interest Payment: P x

12

Principal Payment: M = P x

1-(1+J)7-N
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NOIl in Year X
Cash to Total Interest Charged:

Interest Payments in Year X

NOIl in Year X

Cash to Minimum Debt Service:

Interest Payments in Year X

Beginning Principal Balance

Loan to Purchase Price:

Purchase Price

Beginning Principal Balance in Year X

Loan to Capitalized Value:

(Twelve Months NOI / Cap Rate)

Beginning Principal Balance in Year X

Loan to Low Present Value:

Lowest Present Value

Beginning Principal Balance in Year X

Loan to High Present Value:

Highest Present Value
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[ SYRSNRa Lww
¢tKS [SYRSNNA Lww A& (0KS f Sy RSN &atudithabdnyR | G G K
debt notes, prepayment penalties, and origination fees.

Bl View Reports ‘:l@@

Individual Loan & Debt Service Summary
Loan number 1 - Debt Financing
Year 1 Year 2 Year 3 Year 4 Year 5| |

For the ‘rears Ending Dec-2003 Dec-2009 Dec-2010 Dec-2011 Dec-2012
Total Minimum Debt Service 264,155 264,155 264156 264,155 264155
Fees & Contingencies

Qrigination Points & Fees 30,000
Total Fees & Contingencies 30,000
Reductions & Retirement

Principal B alloon or Call 2,852,096
Total Reductions & Retirement 2852096
Total Cash Flow Paid To Lender $294.155 $264.166 $264,156 $264.1665 $3.116.281
Principal Balance Summary

Beqinning Principal B alance 43,000,000 £2.974.340 $2.947. 799 £2.918.402 $2.886 571

Periadic Principal Reductions [25.061) [27.141) (29.394) [31.833) [34,475)

Principal B alloon Payments [2.852,096)

Ending Principal Balance $2,974.939 $2.947.799 32,918,405 $2,886.570
Interest Rates

Interest Rate on Principal 8.00% 8.00% 8.00% 8.00% 8.00%
Cash Flow Coverage Ratios

Cash to Total Interest Charged 93477 182.95% 188.58% 208.71% 205.34%

Cash to Minimum Debt Service 90.04% 164.15% 167 60% 154.44% 17854%
Loan To Value Ratios

Loan to Purchase Price BEE7% EE11% E5.51% E4.85% £4.15%

Loan to Capitalized Value 132.45% T2.04% E3.91% E2.90% £4.26%

Loan to Present Yalue [0.15%) [0.15%] [0.15%) (0.15%] [0.14%)
Lenders Tields (IRR
Cash Flow ] Expense Reimbursemert | nan Summary - Debt Financing | Resale J Detailed PV - Unleveraged J Detailed PV - Leveraged ]

Close | ClipBrd Graph | Excel | Prirt | Preview |

m Formula:
T = The time between the first cash flow
X = Dev Costs, Capital Costs, Tls, LCs, Debt Interest
Y = Prepay penalties, Origination Fees

[(Initial Value + X +Y) - Final Value] + (1+IRR)AT =0 or
[Initial Value x(1+IRR)AT] - (Final Value) =0

Initial x (1+IRR)AT = Final

(1+IRR)AT = Final/Initial

IRR HFinal/Initial)*(1/T) ¢ 1
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To derive the result for Macaulay's Duration, you must first identify the present value of the
debt service payments for all months in the term of the loan using the following formula:

m Formula:
FV,

PV, =

(1+(D/12))"

2 KSNEB X

Month number
FVn = | Debt Service in Month n
D = | Interest rate on the loan

The Macaulay's Duration is the ratio of the sum of all PV, results times the month number to
the product of the total present value of debt service payments multiplied by the term of the
note in months:

Macaulay's Duration = [Sum of PV, terms x n] / [(Total PV of Debt Payments) * Term in Months]

Month  Debt Service PV, PV xn
1 1000 990.10 990.10
2 1000 980.30 1960.59
3 1000 970.59 2911.77
Total 2940.99 5862.46

Macaulay's Duration = 5862.46 / [2940.99 * 3] = 0.6644
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Calculation Switches

The Calculation Switch tabs allow you to modify some of the default settings within ARGUS.

Inflate Market Rent Monthly

The Inflate Market Rent Monthly option indicates to ARGUS DCF to inflate the market rent on a
monthly basis. This will change the rent for any tenant not renewing in the first month of the
inflation year. This feature is useful in aggressive markets with rapidly rising inflation.

Calculation Switches

Loan Statistics ] Partnerships ] UK Calculation ] o
Fient l Rent Collection ] Detalled Reimbursement ] General ]
General Options Bl

ddi.

Help
[ Calculate only Contract Rent.

Level Rent

[ Lewel the following selected components of rent.

O O O O &

O O O &

Check this to inflate market rent monthly, This will change the rent of all tenants not renesving inthe first month of the
inflstion yesr.
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Tenant Reports

Individual tenant reports show various cash flow and reimbursement reports that can be sorted
by tenants.

Occupancy and Absorption in Supporting Schedules

This report does not show tenants. It includes a row for each month, and a column for each
year of the analysis. The occupancy of the property is reported for each month of the analysis.
Below the months, the Average Occupied for the Year is reported. Below this line are several
lines that show the net absorption for the year, both on an annual and monthly basis. The
second block of the report contains the same information expressed as a percentage of the
property size.

The capital value of an investment property is calculated by capitalizing the net rental income
stream from the property.

Supporting Schedules
Reports:
— : Report B
Lease Expiration - First Term e
Lease Expiration - All Terms * Tenants Frint...
Oocupancy & Abzorption Bates —
~
Average Sguare Feet Ocoupancy
Scheduled B aze Rental Revenue © Lease Status Export...
Baze Rent Abaterments
Abzorption & Turnover Yacancy F Options...
Baze Aental Step Revenue LR —
CPI & Other Adjustment Bevernue o Anrually
; Sart...
Retail Sales Percent Revenue ~
Expenze Reimburzement Revernue Monthly
Tenant Improvements ~
Leazing Commizsions Dzl
Paorters' Wage Revenue ™ Semi-nnual ol
Mizcellaneous Rent HEs
Additional Elements
Help

Presz this button to vievy selected reports.

[v Tatals
v Occupied Area
v Leaze Start & End Dates
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Supporting Schedule, Weighted Average Per Sf Ratio

Square footage reports will sum the value for each tenant in the group and divide the total by
the sum of the square footage occupied by each tenant in the group.

You may also create Supporting Schedule reports a per tenant measurement unit (e.g., per
tenant square foot) basis for office, retail, and industrial properties. To access these reports,
choose Per Tenant Area from the Supporting Schedules sub-menu. The following reports are

available:

A Prevailing Market Rate per A Retail Sales per Foot
Measure A Porters' Wage Revenue

A Scheduled Base Rental A Miscellaneous Revenue
Revenue A Non-Refundable Deposits

A Base Rent Abatements A Earned Interest

A Absorption & Turnover A Security Deposits
Vacancy A Investment of Capital

A Base Rental Step Revenue A Distribution of Investment

A CPI & Other Adjustment A Deposit Refund

Revenue
A Retail Sales Percent Revenue
A Expense Reimbursement
Revenue
A Tenant Improvements
A Leasing Commissions
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Partnerships

Partnerships for a valuation may be entered in the Partner Equity Contribution window. This
window allows you to account for any cash or non-cash contributions for the valuation.

In addition to accounting for contributions, you may also account for profit and resale
distributions to those contributors.

Cash Flow Distribution ¢ Begin & End IRR

The Cash Flow Distribution window determines how cash is distributed to partners as a
property or as development generates enough cash flow for such a distribution.

Begin IRR

Enter an IRR rate as a decimal then select IRR in the corresponding Units field. If you use this
method, ARGUS DCF will begin distributions when distributions to the partners selected in the
After Distributions field reach the specified amount.

End IRR

Enter an IRR rate as a decimal then select IRR in the corresponding Units field. If you use this
method, ARGUS DCF will begin distributions when distributions to the partners selected in the
Until Distribution to field reach the specified amount.

Sicash Flow Distributions

Preference

After End Units Until Reduce
Level

Eec it Distribution to Distribution to Equity

Partner Type of Retun Amaunt Cumulative | Interest Rate
- 1 - - - |Ves
Equity Partner - |% Investment ~ (10 ez - |10 1 ﬂ ﬂ n n ‘es
Land Dwner T % Cash Remaining |50 2 ﬂ : : n
| 2
= ~ | R -]

Equity Partner % Cash Remaining - |50 n

Land Owner % Investment « |10 e w (10 -

ERIRK

B | =

0F. | Cancel Insert Copy Qe\ete..| Move | Help ‘

Select the appropriste partner for this distribution ‘
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Resale Distribution ¢ Type of Return IRR

This window determines how cash is distributed to partners upon resale of a property.

Type of Return
This field is where you specify how the return on the partner's investment is determined. Select
one of the following options from the drop-down list in the Type of Return field:
A Percentage of Investment: Thisoptionretury & 'y | yydz f LISNOSy Gl 3s
cumulative equity and is not affected by input to the Reduce Equity field. If a partner only
I RRa SldzAde G2 | LINPLSNIE Ay GKS FTANRG @St
distributions for later years.
A Percentage of Adjusted Investment: This option returns a certain percentage of the
LI NI ySNDR&a R2dzaidSR SldzAideéd ¢KS [R2dzadiSR Sjj
any distributions that are defined to reduce equity. If adjusted equity is negative, the
partner will not receive a distribution.
A Percentage of Cash Remaining: This option returns a certain percentage of the cash
available for distribution.
A Return Investment: If you select this option, ARGUS DCF interprets the entry in the Amount
field as a monthly percentage of cash flow and uses that to distribute the total amount of
the equity the partner has invested in the property. ARGUS DCF will decrease the cash flow
each period of calculation by the specified percentage until the investment is fully
distributed back to the partner.

This option will not distribute cash to a partner whose investment has already been returned
due to previous distributions at a different preference level.

A Amount per Year: This option returns a fixed amount of money from the cash flow.

Note: When a partner has more distribution scheduled than themeasey available in the
cash flow, ARGUS DCF will allocate the available funds to partners depending on their
preference level. The undistributed cash flow will not reflect negative amounts. If you sel
the Yesoption in theCumulativefield, then the fuds owed will be paid when money is
available in the cash flow. If not, the partner will only receive the funds available at the ti
of distribution.

A Percent of Prior Equity: This option takes the entry in the Amount field as a percentage
of the equity of the partner that receives distributions at the same preference level and
is located in the prior line item on the Equity Contributions window.
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Partner 1 has $1 million invested. Partner 2 has $500,000. Partner 1 has a distribution of
$50,000 with a preference level of 1. Partner 2 has a distribution of 50% of prior equity
with a preference level of 1 and is located on the line directly below Partner 1. Partner 2
will receive distribution of 50% of $50,000, or $25,000.

{8 Resale Distributions

Partner Type of Return Amount P[EE:LZ;CE Begin Units Distrﬁ;ﬁ:[om o End Units Distrﬁz::‘nn o
7 |Land Owrer ~ | % Adj. Investment | 100 3 -
2 |Equity Partner = “’/v Adj. Investment T 100 4 <
2 |Land Owner t Unpaid Preference j 100 1 -
4 | Equity Partner ~ Urnpaid Preference o0 5 -
5 |Land Owner o |xCash Remaining ] B 0z IRR  « [Equity Partne &
g |Equity Partner T % Cash Remaining T a0 B 0.z IRFR - |Equity Paltch
7 |Land Owner v | % Cash Remaining |50 7 -
g |Equity Partner o |%Cash Remaining 50 7 -

Ok Cancel Inzert Capy Delete.. Move Help

Select the appropriste partner for this distribution. ‘
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To display the Partner Reports window, from the Reports menu, choose Distributions.

Partner Returns
This report shows specifically the cash that was returned to partners and the time at which it
was returned.

Equity Investment
This line shows the cash invested by a partner in the property.

Cumulative Investment
This line shows the cumulative amount of cash invested in the by a partner.

Taxes
This line shows the total amount of income and capital gains tax paid on the partner
distribution. Taxes are split based on the cash received.

Partner's Cash + Total Cash
X Total Taxes
Partner's Cash Burden

Cash Distributed
This line shows the cash returned to the partner throughout the time period of the report.

Net Inflow
This line shows the results from the following equation:
Cash Distributed - Taxes - Equity Investment = Net Inflow

Cumulative Inflows
This line shows the accumulation of the net inflows over the time period displayed.

Annual Return
This line shows the annual return of investment for a partner.

Cumulative Return
This line shows the cumulative percentage of the annual return.

Property Resale

This line shows the amount of cash returned to a partner at the time the property is sold. This
money may reflect all or part of the cash that was not distributed due to a deficit in the cash
flow.
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Present Value
The Present Value report includes several items relating to report cash flow and distribution. It
is similar to the Present Value report.

The items included in the report are:
A Annual Cash Flow
P.V. of Cash Flow @ Percentage Rate
Total Cash Flow
Total Property Present Value
Per SgFt

> >

> > >

& Yiew Reports

Unleveraged IRR Tracking
Current Value Calculation Method: Cumulative Costs through Feb-2008
Far the Valustion Date 4/1/2007
Year 1 Year 2 Year 3

Far the Years Ending Dec-2007 Dec-2008 Dec-2009
Components OF Initial Equity

Beginning E quity Balance $19,977 679

Land/Acquisition Costs £.970,000

Hard/Construction Costs 11,866,597 34022

Soft/Development Costs 1,141,082 22,802
Ending Equity Balance $19.977 673 $20,034,503
Met Operating Income 693171 $6.049,.862 36,865,402
Development Costs/Capital Costs

Tenant Improvements 1,161 600 4,823,865

Leasing Commissions 255,016 433,234

Capital Costs 4953 29,682 35,838
Total Development & Capital Costs 1421569 5,286,751 35,838
Cash Flow Before Debt Service [$728,398) $763.081 $6,829,564
Net Proceeds From Sale $61.772.275 $70.093,367 $70.112.080
Unleveraged Annual IRR 443.50% 144.23% 88,852
Unleveraged Annual MIRR 341.85% 99.18% 58.96%
Unleveraged IRR

ClipBrd Graph Ercel Frint
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Waterfall Distribution

Preference Level
This field is where you specify disbursement priorities. This is used when the cash flow cannot
support all disbursements entered in the Cash Flow Distributions window.

Line items with lower numbers receive cash before those with higher numbers. Items with
equal numbers receive distributions proportionate to their respective scheduled distributions.

Example:
In this example, Partner 1 is scheduled to receive $6,000, and Partner 2 is scheduled to
receive $3,000. Both distributions are at the same preference level.

Partner Type of Return Amount | Cumulative | Interest Rate Preference
Level

Partner 1 | Amount per Year | 6,000 1

Partner 2 | Amount per year 3,000 1

If there is only $1,000 available for distribution, it would be divided in the following
manner.

DISTRIBUTABLE CASH FLOW | $1,000

PARTNER DISTRIBUTIONS
Partner 1 667
Partner 2 333

¢Eesale Distributions

Preference ; After : Untl
Partner Typeof Retwn | Amaunt e Begin Units | pher o End Units | pail

Land Owner w |% Ad Investment | 100
100
100
100
20
a0
50
50

Equity Partrer = | Adi Investment +
Land Dwrner « |Unpaid Preference:
Equity Partner » |Unipaid Preference.
Land Dwner « | Cash Remaining +
Equiy Partner + | Cash Remaining +
Land Owner = | % Cash Remaining ~

@~ o @ e W e
IR NI I )

Equity Pariner + | Cash Fiemaining "+

oK Cancel Insert Copy Delete. Move Help

Enter the ending date (MW7) or the payout smourt vehen this sistribution will enet |
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Cumulative Costs for IRR

This option allows you to include development costs, capital costs, tenant improvements,
leasing commissions, and debt interest as part of the initial investment in the calculation of
IRR. To specify that certain types of capital be accumulated as the current value, select this
option, and then choose the IRR button to select the types of capital to be used. You may elect
to calculate IRR starting at the reporting start date, or at a date of your choosing.

m Formula:
T =The time between the first cash flow
X = Dev Costs, Capital Costs, Tls, LCs, Debt Interest

[(Initial Value + X) - Final Value] + (14IRR)AT =0 or
[Initial Value x (1+IRR)AT] - Final Value =0

Initial x (1+IRR)AT = Final

(1+IRR)AT = Final/Initial

IRR= (Final/Initial)»(1/T) 1

Property Purchase Price & Current Value

Property Purchase Price

(% Initial Amourt: 4,500,000 -

" Direct Cap Value as of Analysis Start

oK

Cancel

Current Value for IRR Calculations Help

" Inflate Purchase Price at:

" Cument Amourt

—
—

MIRR...

s

% Cumulative Costs

" Direct Cap Value as of Reporting Start

Click thiz button to =elect the types of capital contributing to Current Walue.

The IRR button on the Property Purchase Price & Current Value window allows you to include
development costs, capital costs, tenant improvements, leasing commissions, and debt interest
as part of the initial investment in the calculation of IRR. You may elect to calculate IRR at the
analysis start date, or for a date of your choosing. This feature is available in all property types
other than portfolios. Portfolios will be unaffected by the use of this feature in component
properties.

To calculate development IRR, choose the IRR button on the Property Purchase Price & Current
Value window.

Chapter 13 Page | 78


mk:@MSITStore:C:/WINDOWS/Help/ARGUS.CHM::/Property_Purchase.htm

ARGUS Valuation ¢ DCF Calculation Manual

Calculate IRR Using
Select the cost components you wish to include in the initial investment for the calculation of
IRR. You may choose to include any or all of the following costs in the initial investment.

9 Land/Acquisition Costs I Tenant Improvements

I Hard/Construction Costs 1 Leasing Commissions

9 Soft/Development Costs 9 Interest Carry (accrued, unpaid interest)
1 Capital Expenditures 9 Property Purchase Price

Note: Depending upon the property type, some cost components may not be available.
example, leasinganmissions and tenant improvements are not available in unit sales
properties.

Use Costs up to this Date

Enter either a fixed date (MM/YY) or a date relative to the analysis start date through which
costs should be included in the initial investment for the calculation of IRR. Note that you
cannot use dates occurring either before the analysis start date or after the analysis end date.

IRR Calculation Method

Choose one of the IRR calculation methods below. The selection in the Discount Method field
on the Present Value discounting window will determine whether IRR is calculated annually,
monthly, or quarterly.

Calculate IRR at selected date using costs up to selected date
This option allows you to use the selected costs to calculate the IRR as of the date entered in
the previous field.

A Unleveraged IRR: When calculating unleveraged IRR, the total selected capital items will
be used as the initial investment. The cash flow before debt service from the month
after the specified date to the end of the analysis and the net proceeds from resale are
used as the incoming cash flow.

A Leveraged IRR: When calculating leveraged IRR, the total selected capital items up to
the specified date minus debt funding up to that date will be used as the initial
investment. The cash flow after debt service from the month after the specified date to
the end of the analysis and the net cash flow from resale are used as the incoming cash
flow.

Calculate IRR at start of the reporting using costs up to selected date
This option allows you to use the selected costs to calculate the IRR as of the reporting start
date.

A Unleveraged IRR: When calculating unleveraged IRR, the total selected costs up to the

specified date will be used as the initial investment. The IRR calculation will put the initial
investment in month zero. The cash flow before debt service (not factoring selected costs
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from month 1 up to the specified date) and the net proceeds from the reporting start date
are used as the incoming cash flow.

A Leveraged IRR: When calculating leveraged IRR, the total selected costs up to the specified
date minus debt funding up to that date will be used as the initial investment. The IRR
calculation will put the initial investment in month zero. The cash flow after debt service
(not factoring selected costs from month 1 up to the specified date) and the net cash flow
from resale at the reporting start date are used as the incoming cash flow.

Internal Rate of Return

Calculate IRR Using:

I Land/Acquisttion Costs
™ Hard/Construction Costs
I Soft/Development Costs
lv Capital Expenditures Help
¥ Tenart Improvements

oK

Cancel

gl

v Leasing Commissions
I Intersst Camy (mccrued, unpaid interest)
o E

Use Costs up to this date: 1

IRR Calculation Method
* Calculate |IRR at selected date using costs up to selected date.
" Calculate IBR at start of the reporting using costs up to selected date.

Check to include in IRR calculation.
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Double Declining Depreciation

This option is used when you need to double the results of the straight line method.
Straight line Method: Divide the costofatangiblS | aaSit o0eé UKS

(100% Cost + Useful Life) x 2

Double Declining Percentage

Example:
(1,000,000 + 40 Years) x 2 = 50,000 per year for 40 years worth of months

Ty BIX
Mame Simple/Detail Method Uzeful Life Amount - Basis

Froperty Simplz = - |40k Uze [nput

Capital Expenditures | Simple T Maohe Uze [nput

Land Costs Simple = Experse Usze Input

Hard Costs Simple: .

Soft Costs Simple

Debt Interest Simple: |

Leazing Commiszions -

Tenant Improvements E

’D— Ordinary Income Tax Rate ’D— Capital Gains Tax FRate

] Depreciation Recapturs Tax Rate

Cancel Detail... Help

Select the Depreciation Method or press Detail to define percentages per year.

PV as Of

The PV as Of field allows you to determine the value of the property at any point in the future.
Entries on this window will not affect any of the standard present value or resale results.
ARGUS Valuation DCF will calculate a new resale value and present value amount and report
them on the Present Value As Of report.

ARGUS Valuation DCF does not adjust the discount rate for partial discounting periods. Instead,
ARGUS Valuation DCF adjusts the amount of time that is used to discount the future value. This
can best be illustrated by using the following simple example. An annual rate of 12 percent is
not the same as a 1 percent rate used every month of the year (12 times). By adjusting the
discount rate in this manner, the present value of the future cash flows is understated since
there is no compounding. To account for this, ARGUS Valuation DCF adjusts the time period
that is used to discount the future value, and an accurate present value is the result.
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m Formula:

oy IV

(1+)®

PV = | Present value of the cash flow
FV = | Future value of the cash flow
d = | Annual discount rate
m = | Number of months in discounting period
n = | Number of months in a year
Present Value Discounting X
Discount Rate and Method  Present Value As Of | Advanced ]
Analysis Discount Period Cancel
Start Date: 1/08 Help
End Date: 12412
Length: 5 years
Secondary Discount Period
Start Date: ,l—
End Date:
Length: l— years
Enter the Start Date of the Secondary Discount period.

Start Date

Enter the start date as month and year (MM/YY) or as the number of months from the
reporting start date. The start date of the secondary discount period must be within the
analysis discount period. ARGUS Valuation DCF will calculate PV (perspective Present Value) of
property based on this date instead of Analysis Start Date. For example, if we enter 1/08,
ARGUS Valuation DCF will calculate PV by discounting the annual cash flow and Resale value to
1/08 instead of 1/07.

End Date
The end date is determined by the entries in the Start Date and the Length fields. This field is
informational and cannot be edited.

Length

Enter the length of the secondary discount period as a number of years. Fractional years are not
permitted. The entry in this field determines the end date. The length together with the length
of the analysis discount period length cannot exceed 40 years. Based on this entry (i.e. 5),
ARGUS Valuation DCF will calculate PV for five years.
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Example:
A 12 percent discount rate is being used to discount the cash flows from an 18-month
analysis. The discount method is annual end-point. The first six months of the analysis
produce a $10,000 cash flow; months seven through 18 produce a $20,000 cash flow.
The formula would be as follows:

PV = LL‘_DDL‘- _ + 20,000

) PR
{1+ ‘T2 (1+am ‘T2

P\£ 9,449 + 16873

PV= 26,322

Present Value by Source

The Present Value (PV) by Source feature allows you to specify changing discount rates for
items used to calculate the present value of a property. You may use tenant groups, industry
groups, user-defined groups, other revenues, expenses, capital costs, development costs, and
debt and resale. This feature also includes a report type that shows the present value by
source.

To use this feature, you must first create the industry, tenant, or user-defined groups you wish
to use and then base the PV by Source on the desired group.

PV by Source ]
Available Groups: Included Groups: Camcel |
Dizcount | Exclude Upon
B Rate Rollover | Laf=l
Resale & PV by Source 9 Yes -
Other Revenues 10
Speculative Revenue 10
Expenzes 10
Capital Costs 10
Development Costs 10
Debt 10 -
Select the group to base the PY by Source calculstion on.

Available Groups and Included Groups

Depending upon the property type, this feature allows you to enter discount rates for tenant
groups, industry groups, user-defined groups, or unit groups. To choose a group you can either
double-click it, or click the group and then choose Include.
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Discount Rate

Once the selected group is listed in the Included Groups section on the right side of the
window, you may enter a discount rate for the group in the corresponding Discount Rate field.
This rate will be applied to all tenants assigned to the selected group on the More/Notes
window accessed from the Rent Roll.

Exclude Upon Rollover
This field allows you to specify that ARGUS Valuation DCF should use the speculative revenue
discount rate to calculate the revenue of excluded tenants when their leases roll over.

Advanced Present Value Discounting

The Advanced tab in the Present Value Discounting window is where you can enter different
discount rates for the leveraged and unleveraged calculations. The Cash Flow Rate field in the
Unleveraged Discount Rates section displays the primary discount rate entered on the Discount
Rates and Method tab.

Present Value Discounting

Discourt Rate and Method | Present Value As Of  Advanced ‘ oK

Unleveraged Discount Rates Cancel

Cash Fow Rate:

dii

Help
Besale Rate: 11.25

Leveraged Discount Rates

Cash Flow Rate: 1125

Resale Rate: 11.25

11

Enter the rezale rate to be used for unleveraged dizcount rates. The default iz the primary dizcount
rate entered in the Dizcount Rate and Method tab.

The advanced section enables ARGUS Valuation DCF to calculate two sets of Present Value
Reports: Unleveraged and Leveraged. You may enter various discount rates for Leveraged and
Unleveraged value and, based on this entry, ARGUS Valuation DCF will calculate two sets of
present values.
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Note: On the Sources and Uses of Cash report, the implied purchase price of the prog
will use the value derived from the primary rate. On the Property Summary report, the
present value of the property will be calculated with the primary rate.

Unleveraged Annual MIRR

This returns the modified internal rate of return for a series of periodic cash flows. MIRR

considers both the cost of the investment and the interest received on reinvestment of cash.

MIRR adjusts for the pitfall of traditional IRR analysis which assumes all cash flows are

reinvested at the calculated ITT rate. Therefore, traditional IRR analysis may misstate the

implicit return for a project by failing to quantify the effect that earned cash flows during the
LINE2SOG NB y2i NBAYOBSAGSR 4 F LINR2SOGaQ Lw
(estimated at the Corporate Weighted Average Cost of Capital).

tKS a2RAFTASR Lww O2NNBOGA (GKA& YAaaadl dSyYSyid
coupon security. The projects future cash flows are compounded to the final period at the

reinvestment (WACC) rate. Using the initial cash outflow, the yield on the zero coupon security

is then calculated (MIRR). The equation for MIRR is as follows:

1/n
_|_
e | & CEX) |
CF,
2 KSNB X
CF; = | Cash Flows in period S
CFo = | Initial Cash Flow (Cost)
n = | Number of Periods
r = | Reinvestment Rate
S = | Current Period

To solve for MIRR:

B M Un_
MIRR LJ 1
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Modified Internal Rate of Return

Beinvestment Rate: 10.5

Safe Rate: 3 Help

Enter the interest rate received on the cash flows reinvested (for
example 10.50).

& view Reports
Prospective Property Resale
YVear 1 Vear 2 Year 3 Year 4 ear 5
For the Yearz Ending Dec-2008 Dec-2009 Dec-2010 Dec-2011 Dec-2002
Resale Amount
Grozs Proceeds from Sale $8,999,484 $9,343,989 $3,373.574 $3.5934.379 $13,617.835
Commizgions & Adjustments [263.585] [280,220] [281.207) [287.831] [402.537)
Escrow Balance 7.E23 16,744 24,383 E.314 15,263
Met Proceeds From Sale 8.7ava22 3073413 9,116,761 9.32.862 13,224 611
Outstanding Debt Retirement
Tatal Principal Balances [B.461.192) [6.372.889) [6.276.300) [6.170.652] (6.055.034)
Met Rezale Proceeds After Debt $2.275.930 $2.706.524 42,840,481 $3.142.210 $7. 169517
Unleveraged Annual IRR 1.92% 72 817% a81x 15.16%
Unleveraged Annual MIRR 1.92% 743 8.33% 8.99% 14 B0%
Leveraged Annual IRR [15.38%) 343% B.37% 8.53% 25.24%
Leveraged Annual MIRR [15.38%) 345% 6.45% 861X 24E1%
Cash Flow I Expense Reimbursement J Loan Summary - Loan I Sources and Uses  Resale | Detailed PV - Unleveraged J Detailed PV - Leveraged J Propery + 4 | 3
Close | ClipBrd | Graph | Bxcel | Print | Preview |
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