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Value-Added Apartment Building Acquisition Financial Modeling with Bonus Material On Joint Venture Partnership Analysis
Miami Beach Property Case Study
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STABILIZED ASSET WITH PROVEN HISTORICAL PERFORMANCE. Rue Vendome
demonstrates consistent proven performance. Over the past five years, the property
has consistently performed with an NOI of $187,000. The property is currently 100%
occupied with $809 average in-place rents ($1.28 per sq. ft.). Thus, the opportunity
to acquire Rue Vendome at this time in the market cycle with its proven historical
operating performances, limited need for capital expenditures and Miami Beach
location make acquiring the properties a rare and compelling investment opportunity.

PARKING. Unlike many other properties in Normandy Isle, 6905-6921 Rue Vendome
offers 13 off-street parking spaces, as well as abundant street parking spaces.

PRICED BELOW COMPARABLE SALES WITHIN THE MARKET. Listed at $2,800,000, Rue
Vendome is below other sale comparables in the surrounding area. For additional
sale comparables please go to page 30.
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SUBSTANTIAL DISCOUNT TO REPLACEMENT COSTS. Rue Vendome is available at
significantly below replacement costs.

EXCELLENT REPOSITIONING OPPORTUNITY. A future investor will be able to benefit
from the improving market fundamentals and will have the opportunity to boost
returns by implementing a value add program. While it has not been included in our
underwriting, CBRE believes that a unit improvement package totaling $7,500 per
unit including counter tops, cabinet doors, appliances, interior doors, lighting, and
tile flooring in entry, kitchens, and baths can achieve a $100 pupm premium allowing
for a 16% return on investment.
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PROJECTED UNIT UPGRADE BUDGET

UPGRADE DESCRIPTION # OF UNITS
Granite Countertops. 30
Cabinetry Upgrade 30
Flooring 30
Appliances 30
Doors 30
Miscellaneous 30
Total Upgrades

COST/UNIT
$1,500
$1,500
$1,100
$1,600

$800
$1,000
$7,500

TOTAL COST
$45,000
$45,000
$33,000
$48,000
$24,000
$30,000

$225,000

INCREASED INCOME POTENTIAL

INCREASED RENT POTENTIAL ~ # OF UNITS MONTHLY INCREASE

Monthly Rental Increase 30
Yearly Rental Increase 30

Return on Investment

$100
$100

TOTAL INCREASE

$3,000
$36,000
24%
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QOur analysis is conservative for the following reasons:

> The property offers an above market cap rate and cash-on-cash retum for a fully stabilized asset on
Miami Beach.

> Rents are below market average within the submarket.
The property is available at significantly below replacement costs.
> (BRE has not factored a potential condominium exit strategy at the property.

\4

INVESTMENT IMARY

Units 30
Total Square Feet 18,900
Average Unit Size (SF) 630
Year Completed 1953/1958
Physical Occupancy as of 12/01/2011 100.0%
Market Rent $809
Market Rent per SF $1.28
Effective Rent $0
Effective Rent per SF $0.00
Price $2,800,000
Price / Unit $93,300
Price / SF $148
Cap Rate 7.0%

UNIT MIX SUMMARY

*‘

of % of Market

Unit Description Units Mix Unit SF Rent/ Unit Market Rent/ SF
Studio 4 13% 510 $685 $1.34
1BR/1BA 22 73% 630 $795 $1.26
2BR/1BA 4 13% 750 $1,013 $1.35
Total/Avg 30 100% 630 $809 $1.28

RENT ROLL SUMMARY as of 12/01/11

Description Occupied Vacant Total
Unit Count 100 0 30
% of Total 100.0% 0.0% 100.0%

Gross Market Rent Potential $24,282 $0 $24,282
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HISTORICAL CASH FLOW TO YEAR 1 PROFORMA

INCOME
Current Market Rent
Projected Market Rent Increase
Rent Increase Due to Capex

GROSS POTENTIAL RENT
Vacancy Loss

EFFECTIVE RENTAL INCOME
Other Income

EFFECTIVE GROSS INCOME

EXPENSES
Repairs & Maintenance
Landscaping / Contract Services
U

CONTROLLABLE EXPENSES

Insurance

ies

Real Estate Taxes

Management Fees
FIXED EXPENSES

TOTAL OPERATING EXPENSES
Capital Reserves

TOTAL EXPENSES

NET OPERATING INCOME

Actual
2010

281,400
0

0
$281,400

(9.849)
$271,551
1.860
$273,411

Annual
9.420

[
19,860
$29,280
21.347
26,004
9,000
$56,351

$85,631
N/A
$85,631

$187,780

Actual
2011

285,240
o

0
$285,240

(12.429),
$272,811
2,853
$275,664

Annual
9.821

o
20421
$30,242
17.748
23,604
15,000
$56,352

$86,594
N/A]
$86,594

$189,070

Year 1
Proforma
2012,

291.384
9,907
36.000
$337,291

(13.492)
$323,799
3,345
$327,145

Annual
12,000
9,000
21,000
$42,000
18,000
44,512
19.629
$82,140

$124,140
6,000
$130,140

$197,005

Per Unit

9.713
330
1,200
$11,243
(450)
$10,793
112
$10,905

Per Unit
400
300
700

$1,400
600

1,484
654
$2,738

$4,138
200
$4,338

$6,567

%GPR

86.4%
2.9%
10.7%
100.0%
-4.0%
96.0%
1.0%
97.0%

%EGI
3.7%
2.8%
6.4%

12.8%
5.5%
13.6%
6.0%
25.1%

37.9%
1.8%
39.8%

60.2%
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Notes

Debt is based on 10-year deal with 30-year amortization at an interest rate of 5.45%
The 5.45% interest rate is based off a 205 bp spread plus 3.40% 10-year Treasury
Debit is limited by a debt service coverage ratio of 1.30
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PROFORMA NOTES

Current Market Rent (CMR)
As of the 12/01/11 rent roll, Rue Vendome total monthly Current Market Rent was
$291,384 or an average of $809 per unit per month ($1.28 per SF). The Unit Mix
Summary shown previously summarizes the property's current base market rental rates
by unit type.

Projected Market Rent Increase

The Miami-Dade muitifamily market is poised for sustained growth beginning in 2011
largely due to improving market fundamentals and supply constraints due to a lack of
new development projects. Using CBRE's Econometrics forecast for the specific
submarket, a 3.40% market rent increase is projected for Year 1, 4.70% for Year 2,
4.70% for Year 3, 3.30% for Year 4, 2.70% for Year 5, and 3.00% for Years 6+.

Rent Increase Due to Capex

CBRE believes additional rent growth is achievable via renovations. Currently, there
are 30 units assumed to be value-add candidates. With these renovations, CBRE feels
that a rent increase of $100 a month per unit is achievable. The corresponding capex
totaling $225,000 is categorized as an upfront acquisition cost and capitalized.

Gross Potential Rent (GPR)
Gross Potential Rent (GPR) is the projected actual contract rent per the leases
assuming all units are occupied at all times. For Year 1, the GPR equals $337,291
or $1.49 per SF per month.

Vacancy Loss

CBRE has projected Fiscal vacancy factors to equal 4.00% of Gross Potential Rent
(GPR) during Year 1, or $13,492, or $1,124 per month. The vacancy rate is expected
to be 5.00% throughout the analysis.

Effective Rental Income (ER))

Effective Rental Income (ER)) equals Gross Potential Rent (GPR) less Vacancy Loss,
Non-Revenue Units, Rent Concessions and Bad Debt Expense. Year 1 ERI equals
$323,799 or $1.43 per SF per month

Other Income

Other income includes pet fees, storage, late charges, damages income, application
fees and other miscellaneous sources of income for the property. CBRE projects other
income at $3,345 or $9 per unit per month for Year 1 which is in-line with area
averages.
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Other Income

Other income includes pet fees, storage, late charges, damages income, application
fees and other miscellaneous sources of income for the property. CBRE projects other
income at $3,345 or $9 per unit per month for Year 1 which is in-line with area
averages.

Effective Gross Income (EG)

Effective Gross Income equals Effective Rental Income (ERI) plus all Other Income
categories. Year 1 equals $327,145 or $1.44 per SF per month.

Effective Rental Income (ER)) $323,799
Other Income $3,345
Effective Gross Income (EGI) $327,145

GENERAL EXPENSES

Repairs and Maintenance

This expense line item consists of several miscellaneous categories including amenity
maintenance, appliance, and HVAC repairs. Given the vintage of this asset and the
professional management of this property, CBRE believes maintenance expenses will
be lower than area averages. However, for underwriting purposes, Repairs and
Maintenance is forecasted to be in-line with area averages at $400 per unit or
$12,000 for Year 1. This is forecast to grow at 3.00% annually.

Landscaping / Contract Services

This line item concerns the landscape contract, extermination services and other
miscellaneous contracts. This expense is projected to be $9,000 for Year 1, or $300
per unit. This is forecast to grow at 3.00% annually.

Uil
The forecasted utility expense for Year 1 of new ownership is $21,000 or $700 per
unit. This expense includes utilities provided to vacant units and common areas, trash

removal, and water and sewer expenses. FElectricity is submetered and billed
separately to be paid by the resident. This is forecast to grow at 3% annually.
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Insurance

As with all of Florida, Miami-Dade County is very sensitive to high insurance costs.
Anecdotal evidence indicates that the relatively quiet hurricane seasons over the past
few years have led to some rate decreases on renewals of policies. CBRE has
projected a minimal insurance expense at $18,000 per annum or $600 per unit in
Year 1. This expense is forecast to grow at 3.00% annually.

Real Estate Taxes

The Miami-Dade County Tax Assessor assesses taxes at the county level. A property's
appraised market value is typically determined using three methods: sales
comparables, income and cost approach. Taxes are paid in arrears with a one-
percent per month discount for taxes paid in November through February for a total
possible discount of 4.0%.

Forward Tax Projections

For the analysis of Rue Vendome, we have assumed that real estate tax will be
assessed based on the purchase price and paid in Year 1. Our analysis concluded
that Year 1 tax expense should be $44,512 or $1,484 per unit. Going forward, tax
expense should increase accordingly from year to year in relation to annual
assessments and millage rates determined by the Miami-Dade County Tax Assessor.

Management Fees

CBRE budgeted the expected total Management Fee to be 6.0% of EGI during Year 1
and all subsequent years. This is in-line with the fee charged by leading area third-
party management services. For Year 1, this equates to $19,629 or $654 per unit.

Capital Reserves

Capital reserves should be in-line with area averages. Future replacement reserves
are assumed to be $200 per unit, or $6,000 in Year 1.
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Net Operating Income (NOI)

Projected Year 1 Net Operting Income (NOI), after Capital Reserves, is $197,005
annually or $16,417 per month.

10-Year Cash Flow Assumptions

The 10-year cash flow model for Rue Vendome incorporates most of the assumptions
applied in the stabilized proforma analysis. Additional assumptions are summarized

below:

Holding Period:

REVENUES
Rent Growth:

Loss to Lease

Vacancy Loss:

Non-Revenue Units:

Rent Concessions:

Bad Debt Expense:

Other Income:

EXPENSES

Controllable Expenses:

Insurance:

Property Taxes:
Management Fee

Capital Reserves:

10 years

Year 1 = 3.40%; Year 2 = 4.70%; Year 3 = 4.70%;
Year 4 = 3.30%; Year 5 = 2.70%; Year 6+ = 3.00%

Year 1 = 0.00%; Year 2 = 0.00%; Year 3 = 0.00%:
Year 4 = 0.00%; Year 5 = 0.00%; Year 6+ = 0.00%

Year 1 = 4.00%; Year 2 = 4.00%; Year 3 = 4.00%;
Year 4 = 4.00%; Year 5 = 4.00%; Year 6+ = 4.00%

0 Model Units / O Employee Units

Year 1 = 0.00%; Year 2 = 0.00%; Year 3 = 0.00%:
Year 4 = 0.00%; Year 5 = 0.00%; Year 6+ = 0.00%

Year 1 = 0.00%; Year 2 = 0.00%; Year 3 = 0.00%:
Year 4 = 0.00%; Year 5 = 0.00%; Year 6+ = 0.00%

3.0% growth per year

3.0% growth per year

$600 per unit in Year 1; 3.0% growth per year thereafter

3.0% growth per year
6.00% of EGI per year

$200 per unit in Year 1; 3.0% growth per year thereafter
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BUILDING DESCRIPTION

BUILDING

Year: 1958

No. of Buildings: 3

Total Units: 30

Total Sq Ft: 18,894

Average Sq Ft: 630

Building Style: Concrete block with stucco exterior

No. Fioors: 2

Stairs/Breezeway Exterior catwalks and stairways
PARKING

PARKING

Parking: 13 off-street parking spaces as well as abundant street
parking spaces

MECHANICAL/ELECTRICAL/PLUMBING
MECHANICAL

Heating: No heating system

Air Conditioning:  Individual wall mounted units

Water Heater: 40 gallon individual

Fire Protection: Each apartment has hard-wired smoke detectors
FLOOD ZONE

Panel Number: 12025C0094)

Date: March 2, 1994

Fiood Zone: AE

Flood Insurance Required: Yes
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TAXES

FLOOD

Panel Number:

Milage

2010 Assessed Value

Taxes Due By:

6905 Rue Vendome 0232100130620
6921 Rue Vendome 0232100130640

6905 Rue Vendome 2.206%
6921 Rue Vendome 2.206%

6905 Rue Vendome $812,895
6921 Rue Vendome $414,632

March 30, 2012

UTILITES

tility/Service

Electricity

Gas

Water/Sewer

Water/Sewer
Sub-Meter Billing

Cable

Telephone

Trash

Provider

FPL

N/A

City of Miami Beach

NA

Auantic Broadband

AT&T

Waste Management

Separately
Metered

Yes

N/A

No

No

N/A

Paid By

Resident

N/A

Owner

NA

Resident

Resident

Owner
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Central Beach, North Beach, Surfside Multi-Housing Market Analysis

Average Rent Per Month for One Bedroom

Submarket 1 Bedroom

Central Beach, North Beach, Surfside $1,262

Rue Vendome 809

Average Rent Per Square Foot Per Month for One Bedroom

Submarket 1 Bedroom
Central Beach, North Beach, Surfside $1.47
Rue Vendome $1.28

Source :: Reinhold Wolff Economic Research Quarterly Housing Report, Second Quarter 2011

In-place rents at Rue Vendome are over $450 per month, per unit below the market average
within the submarket.

Vacancies within the submarket average 4.7%

Flignt to quality locations is the story in Miami. Cap rates have compressed to over 3 years
lows as the condo market has been significantly absorbed, there is a lack of product, lack
of construction financing for new developments, and growing concern over interest rate risk.
Muiti-Housing investment opportunities on Miami Beach fit into two categories. Investors are
either seeking value-add opportunities through buying properties and rehab them to achieve
higher rents and returns, or looking to acquire already rehabbed opportunities which are not
subject to man-power or permit issues with the City.

New listings have been well received in the market and has caused developer interest to re-
surface given the lack of Class-A product in the market.

The vast majority of product appears to be trading at two ends of the spectrum. Ciass-A
properties are trading at a quick clip with compressing cap rates. At the other end of the
scale, true distressed properties are trading with dozens of bidders. Everything in between
seems to have slowed down, showing very limited activity.

Apartment vacancies are down in Miami Beach. As occupancies continue to firm up,
concessions decrease and/or rents increase modestly which will produce a real firming
of revenue collections. The math regarding concessions is pretty powerful. Eliminate a
half month concession and your revenues increase just over 4%. Eliminate a one month
concession and you've popped revenues over 8%. We are now beginning to see this play
out in the deals we are underwriting with the anticipation that rent increases are coming in
the near future.




image20.png
SALES COMPARABLES

MULTI-HOUSING SALE COMPARABLES

Property Name/Address : o  Hor | Pr Price
°  Units | PerSF | PerUnit

6905-6921 Rue Vendome TBD $2,800,000 30 $148 $93,333 1953-1958
Sl Viiami Beacn, FL

235-245 79th St Juy-08  $1,070,000 8 $213 $133,750 1938
Rl Miami Boacn, FL 33141

1021 Bay Drive Nov-11  $1,450,000 23 $189 $63,043 1940
I Viami Beacn, FL 33141

7110 Bonita Drive Sep-10  $1,000,000 10 $177 $100,000 1958
Bl Viami Beacn, FL 33141

7710 Abbott Ave Feb-11  $1,162,500 12 $169 $96,875 1940
Sl Miami Beacn, FL 33141

7871 Crespi Bivd Jan-10  $1,150,000 16 $158 $71,875 1952
Bl Viami Beacn, FL 33141

7700 Abbott Ave Jun-10 $1,050,000 12 $153 $87,500 1941
Bl Viami Beacn, FL 33141

1725-1735 Calais Dr Feb-11  $1,150,000 12 $150 $95,833 1947
Ll i Beacn, FL 33141

7640 Carlyle Ave Jun-10 $1,750,000 22 $141 $79,545 1958
Ll Vi Beacn, FL 33141

7745 Harding Ave Aug-10  $1,765,000 26 $139 $67,885 1958
Bl Viami Beacn, FL 33141

7730-7740 Dickens June-11 $1,720,000 28 $132 $61,429 1958

Miami Beach, FL 33141

1001 Bay Drive Sep-10 $710,000 5 $130 [$710,000 1956
Bl Miami Beacn, FL 33141

7825-7835 Crespi Biva May-11  $1,585,000 12 $126 $132,083 1957
Il Viami Beacn, FL 33141
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INVESTMENT CONTACTS

CALUM WEAVER
Director of Operations

305.381.6439

calum.weaver@cbre.com

ROBERT GIVEN
Executive Vice President
305.381.6445

robert.given@cbre.com

SOUTH FLORIDA
777 Brickell Avenue
Suite 900

Miami, FL 33131
P: 305.374.1000
F: 305.381.6455

www.cbre.com/mhgsouthflorida
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Rue Vendome

CONFIDENTIAL OFFERING MEMORANDUM
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Rue Vendome

INVESTMENT SUMMARY

UNITS 20

TOTAL SQFT 18.900
AVERAGE UNIT SIZE (SQFT) 630

YEAR COMPLETED 1058

CURRENT OCCUPANCY 100%

MARKET RENT 5809
MARKET RENT/SQFT $1.28

PRICE $2.800,000
PRICE PER UNIT $93,333

CAPRATE 7.0%

OFFERS & PROPERTY TOURS &

‘OFFERS DUE TBD S

B U —
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