Anticipated
Sales
Sqaure footage per flat Revenue Sales
Apts Flat 1 Flat 2 Flat3 Flat 4 Flat5 Total er sq ft) Flat 1 Flat2 Flat3 Flat 4 Flat5 Total
Basement - - - - -
Floor 1 950 950 1900 360 342,000 342,000 - - - 684,000
Floor 2 950 950 950 950 950 4750 370 351,500 351,500 351,500 351,500 351,500 1,757,500
Floor 3 950 950 950 950 950 4750 380 361,000 361,000 361,000 361,000 361,000 1,805,000
Floor 4 950 950 950 950 950 4750 390 370,500 370,500 370,500 870,500 370,500 1,852,500
Floor 5 950 950 950 950 950 4750 400 380,000 380,000 380,000 380,000 380,000 1,900,000
Floor 6 950 950 950 950 950 4750 410 389,500 389,500 389,500 389,500 389,500 1,947,500
Roof
Condo Space (sg. ft) 25,650 Total Sales Revenue 9,946,500
Common Areas 4,350 (with common areas representing 14.5% of total building space)
Total Building Living Area 30,000
Total
Gross Year 1 Year 2 Year 3 over
Amount Qi Q2 Q3 Q4 Qi Q2 Q3 Q4 Qi Q2 Q3 Q4 3 years
Number of Units Sold 27 3 2 2 4 5 4 3 2 1 1 27
Cash Flows
Revenue from condo sales 9,946,500 1,111,500 741,000 722,000 1,434,500 1,748,000 1,482,000 1,149,500 779,000 = 389,500 389,500 9,946,500
Broker's Commission 6.0% (596,790) 0 0 (66,690)| (44,460) (43,320)| (86,070)| (104,880)  (88,920) (68,970) (46,740) (23,370)| (23,370)| (596,790)
Cash Flows
Land (3,600,000) (3,600,000) (3,600,000)
Hard Costs
Construction ' (3,300,000) (495,000), (1,155,000) (1,155,000) (495,000) (3,300,000)
Soft Costs
Rezoning 0 0 0 0
Title - inspect / transfer 10.0% (360,000) (306,000) (54,000) (360,000)
Borrowing costs
- Construction loan fee (75 bps) (31,500) (31,500) (31,500)
- Lending inspection 0.5% (21,000) (10,500) (10,500) (21,000)
- Lender legal 0.5% (21,000) (10,500) (10,500) (21,000)
- Borrower legal 0.5% (21,000) (10,500) (10,500) (21,000)
Insurance 1.0% (61,722) (16,500) (16,500) (13,444) (9,778) (4,278) (1,222) (61,722)
Marketing 0.3% (20,700) 0 (863) (1,725) (3,450) (3,450) (3,450) (2,588) (1,725) (863) (863) (863) (863) (20,700)
Property taxes 2.0% (134,667) (36,000) (36,000) (29,333) (21,333) (9,333) (2,667) (134,667)
Furniture 0 0 0 0 0
Develop. Overhead 3.0% (99,000) (14,850) (34,650) (34,650)  (14,850) (99,000)
Contingency 2.5% (200,000) (22,500) (52,500) (52,500)|  (22,500) (6,250) (6,250) (6,250) (6,250) (6,250) (6,250) (6,250) (6,250)| (200,000)
Developer's fee paid out (1/2 of 4% (85,412) (19,077) (26,570) (25,928)| (10,716) (1,050) (194) (799) (160) (414) (142) (220) (142) (85,412)
Unlevered Free Cash Flows (1,056,001) 1,393,709  (4,572,927)| (1,355,083)  (277,493) 150,024 625,153 1,338,536 1,602,372 1,384,946 1,059,392 = 725,005 354,909 358,875 | 1,393,709
Financing Cash Flows
In-Flows
Developer's personal investment (65,000) 65,000 0 0 0 0 0 0 0 0 0 0 0
Private Equity investment (2,035,000) 2,035,000 0 0 0 0 0 0 0 0 0 0 0
Mortgage (current CF - available Equity)  (4,200,000) 2,472,927 1,355,083 277,493 0 0 0 0 0 0 0 0 0 (94,498)
Shortfall - Developer makes up 0 0 0 0 0 0 0 0 0 0 0 0
Outflows to Debt
Mortgage (current CF - available Equity)
Interest 0 0 0 (73,276)|  (71,963)| (62,506)| (40,690) (13,991) 0 0 0 0| (262,426)
Principal 0 0 0 (76,748) | (553,189) #if#iH#i #H#t##H###H (818,343) 0 0 0 0 |(4,285,993)
Residual Cash Flows Available for Equity 0 0 0 0 0 0 0 552,612 1,059,392 | 725,005 354,909 358,875

Notes and Assumptions
1 Assumed to include engineering, architect, and any other "hard" costs.
2 Interest accrcues at 6.8% APR compunded and payable monthly (See debt schedule)

Debt Schedule
Beginning balance * 0 (2,515,205) (3,936,457) (818,343) 0 0 0 0
Additional loan needed (drawn at START of period) (2,472,927)| (1,355,083) (277,493) 0 0 0 0 0 0 0 0 0 |(4,105,502)
Plus: Interest accrued at 6.8% (42,278) (66,168) (72,044)| (73,276)| (71,963)| (62,506)| (40,690)  (13,991) 0 0 0 0| (442,916)
Less: Interest and principal actually paid ** 0 0 0 150,024 625,153 1,338,536 1,602,372 832,334 0 0 0 0 | 4,548,419
Ending Balance (2,515,205) (3,936,457) (4,285,993) (818,343) 0 0 0 0 0 0

* Assumes that accrued interest does NOT count toward the bank imposed limit on debt of $4,200,000

** By treating interest as being paid on a quarterly basis (rather than monthly), this calculation slightly overstates interest expense (i.e., the model is conservative in this respect).

Summary of Construction Costs

Land (3,600,000) 0 0 0 0 0 0 0 0 0 0 0 |(3,600,000)
Hard Costs (495,000), (1,155,000) (1,155,000) (495,000) 0 0 0 0 0 0 0 0 |(3,300,000)
Soft Costs (458,850) (173,513) (141,375),  (40,800)| (52,478) (9,700)|  (39,949) (7,975)|  (20,724) (7,113)|  (11,001) (7,113)| (970,589)
Developer's fee (Hard + soft costs) * 4% (38,154) (53,141) (51,855)| (21,432) (2,099) (388) (1,598) (319) (829) (285) (440) (285)| (170,824)
Interest (includes both accrued and paid interest) (42,278) (66,168) (72,044)  (73,276)| (71,963) (62,506)  (40,690)  (13,991) 0 0 0 0| (442,916)
Total Costs per Quarter (1,034,282) (1,447,821)  (1,420,274) (630,508) (126,540) (72,594) (82,237) (22,285)| (21,553) (7,397)|  (11,441) (7,397)|(4,884,329)
Cumulative Total (1,034,282)  (2,482,104) (3,902,378)

Developer fee - paid out (19,077) (26,570) (25,928) (10,716)] _ (1,050) (194) (799) (160) (414) (142) (220) (142)]  (85,412)
Developer fee - to equity (19,077) (26,570) (25,928)|  (10,716) (1,050) (194) (799) (160) (414) (142) (220) (142) (85,412)
Quarterly hurdle for 11% IRR on total const. costs (4,884,329) (5,018,648) (5,156,661) (5,298,469)

*  Assumes that 4% developer fee is based on hard and soft contruction costs, but excludes interest

Project's Unleveraged IRR Year 1 Year 2 Year 3
Qt Q2 Q3 Q4 Qi Q2 Q3 Q4 Qi Q2 Q3 Q4
Dates used for calculating IRR | 1/1/2004 4/1/2004 7/1/2004 | 10/1/2004 = 1/1/2005 | 4/1/2005 = 7/1/2005  10/1/2005  1/1/2006 | 4/1/2006 | 7/1/2006 | 10/1/2006 |
Unlevered Free Cash Flows (from above) (4,572,927)  (1,355,083)  (277,493) 150,024 | 625,153 1,338,536 1,602,372 1,384,946 1,059,392 725,005 354,909 358,875
13.5% -99.8% -91.1% -63.6% -34.2% -13.5% -0.5% 71% 10.4% 13.5%

Project's cumulative IRR *
(using Excel's XIRR function)

*  Cash flows are assumed to occur on the first day of the quarter.



Equity IRR

Equity investments

0 |(2,035,000)
0

Private Equity fund's investment (2,035,000) 0 0 0 0 0 0 0 0 0 0
Personal investment of Developer (65,000) 0 0 0 0 0 0 0 0 0 0
Shortfall made up by Developer 0 0 0 0 0 0 0 0 0 0 0 0
Investment of Developer Fee (19,077) (26,570) (25,928)| (10,716) (1,050) (194) (799) (160) (414) (142) (220) (142)
Operating cash flows to available to Equity (from above) 0 0 0 0 0 0 0 552,612 1,059,392 725,005 354,909 358,875
Cash flows Available to Equity (2,119,077) (26,570) (25,928)|  (10,716) (1,050) (194) (799) 552,452 1,058,977 | 724,863 354,689 358,733
Equity's cumulative IRR 16.9% -54.8% -14.8% 3.4% 10.6% 16.9%
(using Excel's XIRR function)*
Quarterly hurdle for 11% IRR on total equity invested (net of cur (2,177,352)  (2,264,530) (2,353,445) (398,811)| (45,336) 322,016
Does Carry apply (i.e., Have project revenues met the hurdle?) No No No No No No No No No No No Yes
Equity return to which Carry applies 0 0 0 0 0 0 0 0 0 0 0 313397
Return of Capital to Equity (ordered based on preference)
i) Private Equity (assume it recovers equity contribution first) 0 0 0 0 0 0 0 552,452 1,058,977 = 423,570 0 0
ii) Developer recovers equity contribution (w/ developer fee) 0 0 0 0 0 0 0 0 0 85,050 220 142
iii) Developer recovers 20% carry for excess of 1 20% 0 0 0 0 0 0 0 0 0 0 0 62,679
Residual Equity CF to be split based on economic ownership 0 0 0 0 0 0 0 0 0 216,243 | 354,469 | 295911
iv) Private equity gets economic ownership % of residual CF 0 0 0 0 0 0 0 0 0| 201,394 330,094 275545
v) Developer gets economic ownership % of residual CF 0 0 0 0 0 0 0 0 0 14,850 24,375 20,366
Unallocated return (should be zero) 0 0 0 0 0 0 0 0 0 0 0 0
Equity ownership ($8)
Private Equity fund (2,035,000)| (2,035,000 (2,035,000)
Developer (84,077) (110,647) (136,575) (147,291)| (148,340) (148,534) (149,333) (149,493) (149,907) (150,050)| (150,270)| (150,412)
Total (2,119,077) (2,145,647) (2,171,575)
Equity ownership (%)
Private Equity fund 96.0% 94.8% 93.7% 93.3% 93.2% 93.2% 93.2% 93.2% 93.1% 93.1% 93.1% 93.1%
Developer 4.0% 5.2% 6.3% 6.7% 6.8% 6.8% 6.8% 6.8% 6.9% 6.9% 6.9% 6.9%

Assume that Developer's Fee is excluded from this calculation (i.e., this is conservative as it limits the carried return to the developer)

(150,412)

2,035,000
85,412

Developer's Return

Cash invested (65,000) 0 0 0 0 0 0 0 0 0 0 0
Return received
Developer fee 38,154 53,141 51,855 21,432 2,099 388 1,598 319 829 285 440 285
less fee re-invested (Sweat equity) (19,077) (26,570) (25,928)| (10,716) (1,050) (194) (799) (160) (414) (142) (220) (142)
Recovery of subordinated equity position 0 0 0 0 0 0 0 0 0 85,050 220 142
Receipt of Carry 0 0 0 0 0 0 0 0 0 0 0 62,679
Pro rata share of residual equity cash flows 0 0 0 0 0 0 0 0 0 14,850 24,375 20,366
Developer's cash flows (45,923) 26,570 25,928 10,716 1,050 194 799 160 414 100,041 24,815 83,330

Developer's IRR (using Excel XIRR function) 267.4%

p.54 Impact of economy --> Prices will be higher further out

p. 55 What Debt coverage

p.66 Revenue assumptions = credit worthiness of tenants + current leases + LT competitiveness
79 Hard costs = S-Curve over time

80 discount negative cash flows at low rate (2 yr US Treasury + 100 bps)

81 discount positive CF - depends on quality tenants + other uncertainties (prepaid, etc.)

pre-leasing con = rents are locked in

Other ?? Debt - how frequently compunds??

What are property taxes in Phil? When are they paid?
What form of entity? Ltd P'ship may be simplest assumption
What are property insurance rates?



