The Benefits and
Drawbacks of Buying your

Own Building




A comparison as to reasons to rent or buy
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1. Low upfront costs.
2. Ability to move - Flexibility.
3. Expansion may be easier.

4. Bringing in new Partners might be
eaqsier.

5. Less risk.
6. Less responsibility.

/. Tax Benefits — All lease payments
ded.
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Benefits of Buying

Equity Upside

Confrol of your property
Asset appreciation.
Rental potential

Tax Benefits.

Lower monthly payments




SCENARIO 1

?ﬁoggOSffonﬁce _tz oo d, 1,000 sf O ied - Owner C Comparison
,000 sf Tenant occupied, 1,000 sf Owner occupied - Owner Company pays .
rent 10 LLC) yER Scenario 1 -7 year hold
Leasing Buying

Purchase price $555,000
Debt at 80/20 LTV $444,000 Upfront Costs ($3,000) ($51,651)
Cash outlay >111,000 Recurring Costs ($180,000) (rent + esc) ($351,557)
Rent: $21 psf MG $63,000* Tax Savings $20,000.00 $288,462
Property Expenses: S5 psf $15,000$ H
*Owner pays rent on the 1,000 sf space that they occupy — 521,000 per year. G!’OSS. EG i ngS 35% O $ ] 57'500

Principal Paydown 0 $61824
Financial Analysis
Year 1 NOI @ $16 psf NNN $48,000 RenTOl Income O $44] 'OOO
Debt Service @ 5.5% $36,651*
*(20 year amortization schedule, 10 year loan, P&I) TOTO'S ( -| 63 OOO) $545 578
Year 1 Cash on Cash return $11,349
Year 1 Cash on Cash ROR 10.22%

Cap rate ($48,000/$555,000) 8.65%

Summary
Owner Out of Pocket $51,651

Rent RECEIVED @ $21 psf $63,000

Net gain $11,349*
*plus tax benefits, depreciation, etc.



SCENARIO 2
3,000 sf office — 2 suites
(2,000 sf Tenant occupied, 1,000 sf Owner occupied — Owner company does NOT pay rent to LLC)

Purchase price $555,000

Debt at 80/20 LTV $444,000

Cash outlay $111,000

Rent: $21 psf MG $42,000*

Property Expenses: $5 psf $15,000
*Owner does NOT pay rent on the 1,000 sf space that they occupy, but still pays 55,000 in pro rata
expenses from LLC

Financial Analysis

Year 1 NOI @ $16 psf NNN $27,000 Debt Service @ 5.5% $36,651*
Year 1 NET NOI ($9,651)

*(20 year amortization schedule, 10 year loan, P&I)

Year 1 Cash on Cash return ($9,651)

Year 1 Cash on Cash ROR (5.9%)
Cap rate ($9,651/5555,000)  (1.73%)
Summary
Owner Out of Pocket
$9,651

Rent SAVED @ $21 psf $21,000*
*Assumes a competitive market rent at 521 psf MG

Net gain $11,349*
*plus tax benefits, depreciation, etc.




SCENARIO 3
2,000 sf office — Purchase vs. Rent

Purchase Price: $360,000*
*$180 psf purchase price

Debt @ 80/20 LTV $288,000
Cash outlay 572,000

Debt Services @ 5.5% S13,868*
Property Expenses: S5 psf 510,000
*(20 year amortization schedule, 10 year loan, P&l)

Total Yearly Cash Outlay — Purchase 523,868 Total Yearly Cash
Outlay — Rent: 542,000*
*Assumes a competitive market rent at 521 psf MG

Total savings 518,132
Total Year 1 Cash on Cash ROR 25%

Net Gain $18,132*
*plus tax benefits, depreciation, etc.



Lease Emd Wlcarthily Arvriueal Arvnual
Date il Rent Per 5F
11730/ 2026 54 650 93 555, 831.16 521.17
12/31/2022 4.8900.50 58,806,040 22.00
= 2 724 33 &2 .6892.00 22.00
- &, 404, 50 S2.E554.000 Ja.a0
= N TN S FEZ2EE 03 Ja.a0
S19,. 29118 5£231.494.16 222 .14

RENT ROLL
Area
Loase Type {SQFT)
100 Inc. Base Year Stop (2012} 28642
201 Base Year Stop (2018) 2,673
FOZ Monmth-to-Month 1,485
NNy FACANT e
A2 FACANT 1,257
1045405
Total Area PMionthily Annual Annual
Status LUnits (SOFT) Raent Rent PSF
(Gecipied 2 “6.801 6604% S122B576 S$147.42816 $21.68
Wacant i 3,656 34.85% T.005 42 84 065.00 23.00
Total 5 10, 456 100 000% S19,291.18 5231 .494.146 SIXIE14

Pro-Forma Assumptions:

. Jand 6 month lease-up on units 203
and 102, respactivehy

= 3% annual market rent inflation

- Year 1 operating expenses based aon
2018 buodget.

. 3% annual expense inflation thereafter.

Market LeasingAssumptions
& Renswal Probalbility:

- Months Vacant:

- Term

. Markat Rents:

- Tl Allcwanc e:

- Leasing Commissions:

85% Probability

e Months

5 Years

323 PSFFUl Service
F15M67.5

& O 2 O

. T5% locan-to-valus

- 5% Interest-Only for 3 years

- Total Debit: 1. 45/
- Required Equity 382K
- W1 MO Yield 5, TG

- ¥r3 MO Yiald 8,304

= 11 Cash-on-Cashc 12.0%
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PRO-FORMA FINANCIALS

AL EE PIPCE

losing Costs (Est. 29 51'352’2‘3‘3
Furchase Price £1. 650, (D
Closing Costs (Est. 2%) 370K}
TV LC 42,508
Total v e stment 51,029,398
Daht (THF% LTV 51 447,049
E g o - £482 350

Baze RHental Revenus I P | P L
Fotantial Gross Revenue
Basze Rental Revenus £ 2236 £I31.E18 E23E 251
Absorplion & Twnover Vacancy 2800 (27, X25) (&.5010
Tatal Exp Reimbursemaent Revenueg Az 3379 6,554
EFFECTWE GROSS REVENUE 2id, 08 209,972 138,834
Operatng Expanses
CakA 827 25,051 50, 04
Insurance 048 2019 5108
Feal Estate Taues a2 20,77 20,678
TOTAL OFERATING EXPENSES | var B, 1406 85,811
METOPERATING INCOME rr4r 129 826 154,023
Pra-forma MO vaaid 5. F33% r.ra%
Dl Spryice 67 T1.A1%- TE. 352
CASH FLOW AFTER DEB T SERVICE 555 57,081 77,671
Cagt-oir-Cash el 12025 78 0%
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