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Job #: 23.SW.8500.TX612527

MARKET-RATE APARTMENT COMPLEX

PARC AT WINDMILL FARMS

1003 Windmill Farms Blvd Forney TX 75126-6326

Please direct inquiries to:

Jason Ribelin

jribelin@apprise.us | 405-517-6917

APPRISE BY WALKER & DUNLOP
1919 McKinney Ave, Suite 100
Dallas, TX 75201

PPRISE

"WALKER* DUNLOP
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PPRISE

"WALKERDUNLOP

May 15, 2023

Erik Johnson

Southern Properties Capital, Ltd.
1603 LBJ Freeway

Suite 800

Dallas, TX 75234

A Retrospective Restricted Appraisal Report of Parc At Windmill Farms
a 272 unit, market-rate apartment complex
located at 1003 Windmill Farms Blvd Forney TX 75126-6326

Per the request and authorization of our above-mentioned client, Apprise By Walker & Dunlop has prepared the following retrospective restricted
appraisal report outlining the findings, conclusions, and market value estimates of the referenced property. This is a Restricted Appraisal Report
which is intended to comply with the reporting requirements set forth under Standards Rule 2-2(c) of the Uniform Standards of Professional Appraisal
Practice (USPAP) for a Restricted Appraisal Report. As such, it presents minimal to no discussion of the data, reasoning, and analyses that were used
in the appraisal process to develop the appraiser's opinion of value. Supporting documentation concerning the data, reasoning, and analyses is
retained in the appraiser's file(s). Without having access to the appraiser's work-file, the report may not contain supporting rationale for all of the
opinions and conclusions set forth in the report. The depth of discussion contained in this report is specific to the needs of the client and for the
intended use stated above. The appraisers are not responsible for unauthorized use of this report.

The Income Approach to value was developed herein for the retrospective date of value as of February 21, 2023. A summary of improved sales was
included to support the value via the Income Approach. The Cost Approach was not necessary for credible assignment results given the subjectivity
of estimating depreciation and the propensity of market participants to analyze only the two market-driven valuation methods for similar, existing
property. This omission, in no way, detracts from our findings and value estimate(s).

Based on the market data and analyses contained herein, the following estimate(s) of market value were derived:

Premise Interest Date Value Per Unit

As Is Leased Fee February 21, 2023 $57,800,000 $212,500

Project Highlights

« The subject is a garden-style apartment with 272 units built in 2019, with an average unit size of 1,028 square feet, and situated on 18.451 acres.
The subject is currently 89.3% occupied, and our projected stabilized occupancy is 94.5%. Lease-up costs are immaterial and would be lost in
rounding.

« The subject property is currently under contract for $51,000,000. Based upon our analysis herein, the purchase price appears to be well below
market value.

« The subject’s stabilized, effective market rent was estimated to be $1,604/month ($1.56/SF), which was found to be roughly 2.2% above the
current in-place rent.

COVID-19

While COVID-19 continues to be a global health concern, the effects of the pandemic appear to be waning. Nevertheless, there are macroeconomic
uncertainties in regard to inflationary pressures, regional bank turmoil, and global/national geopolitical issues. Pricing for multifamily assets appears to
have peaked sometime around 2Q2022 due to strong market conditions and historically low capitalization rates at the time. Notably, the Federal
Funds Rate has increased nine times in the past 12 months totaling 475 basis points to try and stave off inflation resulting in increased capital costs.
Additional rate increases are possible in 2023 as the Fed is indicating the banking system is resilient and well-capitalized yet acknowledges that
inflation is slowing.

Appr353
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Market participants have reported increased capitalization rates for multifamily product as buyers adapt to the increased borrowing costs and market
uncertainties. Concerns of a looming recession has caused a pullback by lenders. Given the rising mortgage rates, capitalization rate decompression
has occurred and rent growth has decelerated and-or turned negative in some markets. Due to the recent slowdown in number of transactions, there
is limited market evidence to determine a specific impact on values. Where possible, our valuation reflects the comments and outlook of the market
participants active in the subject’s area.

Reliance Language

It is our intent to comply with the following regulatory sources: 12 CFR, Subpart C - Subsection 34.42(g), Department of the Treasury, Office of the
Comptroller of the Currency; the Uniform Standards of Professional Appraisal Practice (USPAP); and the Code of Professional Ethics and Standards of
Professional Appraisal Practice of the Appraisal Institute. The undersigned have experience appraising similar properties in the market area, and
therefore comply with the competency rule as mandated in USPAP. This report is the sole property of Apprise and the intended user(s) stipulated
herein. Apprise is not liable for recipient’s disbursement to any third parties and/or use for any purposes other than the specified intended use.

Extraordinary Assumptions

EXTRAORDINARY ASSUMPTION: an assignment-specific assumption as of the effective date regarding uncertain information used in an analysis
which, if found to be false, could alter the appraiser’s opinions or conclusions.

This appraisal is developed on the premise of the following extraordinary assumptions:

« We relied on public record for real estate tax information, site size, zoning information and in some cases building size. We assume this
information is accurate, if additional information indicates otherwise we reserves the right to amend our conclusions.

« We assume the subject is not encumbered by any detrimental easements or encroachments, should a title report indicate otherwise we reserve
the right to amend our conclusion.

« All unit sizes, unit count, lease rates, and operating data are true and accurate as presented herein.

« The appraiser inspected the subject on November 21, 2022 which is approximately three months before the effective date of February 21, 2023.
The property is assumed to be in similar condition with exception of standard depreciation. We reserve the right to make changes should this be
found to be false, inaccurate, and/or misleading.

Hypothetical Conditions

HYPOTHETICAL CONDITION: a condition, directly related to a specific assignment, which is contrary to what is known by the appraiser to exist on the
effective date of the assignment results but is used for the purpose of analysis. Comment: Hypothetical conditions are contrary to known facts about
physical, legal, or economic characteristics of the subject property; or about conditions external to the property, such as market conditions or trends;
or about the integrity of data used in an analysis.

This appraisal is developed on the premise of the following hypothetical conditions:
« This appraisal employs hypothetical conditions with respect to the retrospective date of the analysis. In a retrospective analysis, evaluation is
based on what was perceived by the market and its' participants as opposed to what actually transpired. The projected income levels for the

"coming year" are known to be false given actual data is currently available. Our projection is based on the perceived market as of the reported
retrospective date(s).

Respectfully,

7

Jason Ribelin | Senior Director John Jordan | Managing Director

Texas Certified General TX 1380338 G Texas Managing Director TX 1321156 G
jribelin@apprise.us jiordan@apprise.us

405-517-6917 214-693-4419

App. 354
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Executive Summary

Assignment Improvements
Report Type Appraisal Report Status Existing
Report Date May 15, 2023 Year Built 2019
Client Southern Properties Capital, Ltd. Year Renovated
Date of Inspection November 21, 2022 Pending CapEx N/A

Gross Building Area 319,780 SF
Property Net Rentable Area 279,648 SF
Property Type Market-Rate Apartment Complex Number of Units 272 Units
Property Name Parc At Windmill Farms Average Unit Size 1,028 SF
Address 1003 Windmill Farms Blvd Forney TX One-Bedroom Units 116

75126-6326 Two-Bedroom Units 120

School District Forney ISD Three-Bedroom Units 36
Investment Class A Density 14

Land-to-Building Ratio 2.51:1
Economics Total Buildings 18
Current Occupancy 89.3% Residential Buildings 17
Stabilized Occupancy 94.5% Non Residential Buildings 1
In-Place Contract Rent $1,560/Mo. ($1.54/SF) Stories 1-2
Mkt. Concluded Rent. $1,604/Mo. ($1.56/SF) Construction Frame Type Wood
Stabilized NOI $2,976,120 Building Type Garden
Current Mkt. Cap Rate 5.15% Construction Class D

Exterior Walls Wood Siding And Rock Stone
Market Sale Roof Type Gable
Typical Buyer Profile Roof Surface Composite Shingle

National And Regional Investor

Exposure Time Six Months Or Less Construction Quality Good
Marketing Time Six Months Or Less Condition Good

Economic Life 50 Years
Site Effective Age 3 Years
Net Primary Site Area 18.451 Acres; 803,737 SF Remain. Economic Life 47 Years
Primary Site Shape Irregular
Number of Parcels 1
Excess Land Area -
Topography Generally Level
Zoning N/A
Parking 547 Spaces
Value Conclusions

As Is

Interest Leased Fee
Date February 21, 2023
Sales Comparison Approach N/A
Income Capitalization Approach $57,800,000
Final Conclusions $57,800,000
$/Unit $212,500

Parc At Windmill Farms
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Introduction

The Property

Identification
« Physical Address: 1003 Windmill Farms Blvd Forney TX 75126-6326

« |egal Description: See Survey in Addendum

« Tax Assessor's Parcel ID: 8214

Ownership History
The subject title is currently recorded in the name of D4FR, LLC who acquired title to the property from ABC Land & Development, Inc. on December
1, 2017 as vacant land and constructed the current improvements.

Three-Year Sales History
Research of the applicable public records, private data services and an interview of the current owner and/or broker revealed that the subject
property has not transferred during the past three years of the effective date of value stated in this report.

Subject Sales Status
According to documentation provided by the client, on October 18, 2022, the Court entered an Order Appointing Receiver by which Cortney C.
Thomas was appointed as Receiver for the subject property. According to the Receiver's Motion for Appointment,

"After the Receiver’s appointment, he consulted multiple industry professionals and brokers regarding the potential value of the Property and three
other similar projects (Bellwether Ridge in DeSoto, the Parc at Ingleside outside of Corpus Christi, and the Parc at Opelika in Alabama) that involve
both HUD loans serviced by Greystone and additional loans from Southern Properties to JMJ. Due to the uncertainty surrounding the outstanding
dispute with Southern Properties, the Receiver ultimately was unable to reach agreement to engage the brokers, who expressed unease in marketing
the properties due to Southern Properties’ ownership claims.

Despite difficulties listing the Property with a broker, the Receiver communicated with dozens of potential interested purchasers. Pursuant to the
Receivership Order and in accordance with the Administrative Order, the Receiver negotiated with these potential buyers. While most of the potential
purchasers ultimately were unwilling to submit offers on the Property, the Receiver obtained multiple offers on the Property, the highest of which was
a letter of intent submitted by Palmetto Capital Partners, LLC—on behalf of a joint venture (Windmill Farms 2023, LLC) between Palmetto and i3
Interests LLC (collectively, “Palmetto/i3”)—on November 30, 2023 at a purchase price of $51,000,000.

During the following months, the Receiver and Palmetto/i3 engaged in protracted negotiations regarding the purchase and sale agreements for the
Property and one other related property. During this time, the Receiver continued to communicate with other potential interested purchasers, none of
whom provided higher offers than that received from Palmetto/i3. Finally, on February 21, 2023 the Receiver and Palmetto/i3 entered into a Purchase
and Sale Agreement, whereby the Receiver agreed, subject to Court approval and certain other contingencies outlined below, to sell the Property to
Palmetto/i3, which will assume the existing HUD loan, for a total of $51,000,000. Moreover, Palmetto/i3 and its equity partner, i3 Interests, have
represented that they have a history of multifamily development and ownership and will not have difficulty receiving HUD’s approval in assuming the
HUD Loan."

Based upon our analysis herein, it appears that the subject's market value was notably higher as of February 21, 2023.

Identification of the problem

This is a Restricted Appraisal Report which is intended to comply with the reporting requirements set forth under Standards Rule 2-2(c) of the
Uniform Standards of Professional Appraisal Practice (USPAP) for a Restricted Appraisal Report. As such, it presents minimal to no discussion of the
data, reasoning, and analyses that were used in the appraisal process to develop the appraiser's opinion of value. Supporting documentation
concerning the data, reasoning, and analyses is retained in the appraiser's file(s). The depth of discussion contained in this report is specific to the
needs of the client and for the intended use stated above. The appraisers are not responsible for unauthorized use of this report.

App. 357
Parc At Windmill Farms p.6
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Scope of Work

In order to develop the opinion of value, Apprise employed the relevant and commonly accepted appraisal methods and principles to derive a credible
value conclusion. The appraiser(s) thoroughly performed an appraisal process, as set forth in Standard 1 by the Uniform Standards of Appraisal
Practice. The scope of the assignment relates to the manner and extent to which research is conducted, data is accumulated, and analysis is
conducted. In preparing this appraisal, the appraisers did the following:

« Researched the local area for comparable market data; utilized multiple data sources including but not limited to: CoStar, LoopNet, RCA, REIS
Reports, area brokers, buyers and sellers, as well as the appraiser’s internal database

« Interviewed local property owners, managers, brokers, buyers and sellers, and other various market participants familiar with competitive area
real estate

« Obtained various information from surrounding jurisdictions and reporting entities regarding comparable data, demographics, zoning, property
taxes, deed history, flood zones, utilities, transit, planned developments, income and expense data, etc.

« Most of the subject and market information is contained within our previous appraisal of the subject property completed at Colliers International
and dated December 9, 2022.

« Estimated the Retrospective market value using the Income Approach. We have not provided the narrative discussion of a Sales Comparison
Approach; although, we presented the sales in the addendum. These sales have been utilized as a check of reasonableness of the value
conclusion and in order to derive a reasonable capitalization rate. A traditional Cost Approach was not utilized. Please see the Appraisal Process
section of this report for additional discussion and explanation of the various approaches to value.

Please refer to the assignment conditions section for the basic and extraordinary assumptions, as well as the limiting and hypothetical conditions upon
which our value conclusions are made.

Intended User

The intended user of the appraisal is Southern Properties Capital, Ltd., its successor, and assigns; Client agrees that this Restricted Report is solely for
the use and benefit of Client. Although, the client is authorized to provide a copy in its entirety to Shamoun & Norman, LLP (legal counsel for client)
and the Northern District of Texas (Dallas, TX division; regarding Case No. 3:22-cv-2118-X) as additional intended users. No other users are intended
or authorized by Apprise, and no other parties should use or rely on this Restricted Report or any content in the report.

Intended Use
This restricted report is prepared to estimate the "As Is" Market Value as of February 21, 2023, the date that the court appointed Receiver and
Palmetto/i3 entered into a Purchase and Sale Agreement. The report is not intended or authorized for any other use.

Type and Definition of Value

The type of value analyzed in this Retrospective appraisal is market value based on the subject's highest and best use as of February 21, 2023. The
definition of value employed in this report is Market Value as defined in 12 CFR - Part 34.42 (FIRREA), Department of the Treasury, Office of the
Comptroller of the Currency. Market Value means: the most probable price which a property should bring in a competitive and open market under all
conditions requisite to a fair sale, the buyer and seller each acting prudently and knowledgeably, and assuming the price is not affected by undue
stimulus. Implicit in this definition is the consummation of a sale as of a specified date and the passing of title from seller to buyer under conditions
whereby:

« Buyer and seller are typically motivated;

« Both parties are well informed or well advised, and acting in what they consider their own best interests;

« A reasonable time is allowed for exposure in the open market;

« Payment is made in terms of cash in US dollars or in terms of financial arrangements comparable thereto; and

« The price represents the normal consideration for the property sold unaffected by special or creative financing or sales concessions granted by
anyone associated with the sale.

Retrospective Value

According to the Dictionary of Real Estate Appraisal (Fifth Edition, 2011), published by the Appraisal Institute, retrospective value opinion is defined
as, "A value opinion effective as of a specified historical date." In this case, we are providing the retrospective market value as of February 21, 2023
("As Is").

App. 358
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Interest Appraised
This report and market value conclusions analyze the Leased Fee interest of the subject property with the following dates of value:

« AsIs Leased Fee February 21, 2023

The Leased Fee interest is defined by the Dictionary of Real Estate Appraisal as follows:

« A freehold (ownership interest) where the possessory interest has been granted to another party by creation of a contractual landlord-tenant
relationship (i.e., a lease).

Market Time & Exposure Period
Marketing Time is opinion of the amount of time it might take to sell a real or personal property interest at the concluded market value level during
the period immediately after the effective date of an appraisal.

Exposure Period is the estimated length of time that the property interest being appraised would have been offered on the market prior to the
hypothetical consummation of a sale at market value on the effective date of the appraisal.

App. 359
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Geophy neighborhoods are individual or combinations of adjacent census block groups that have similar demographic and economic characteristics

that influence value: social, economic, governmental, and environmental factors. The following map illustrates the subject's location and surrounding
Heath

area as well as the subject neighborhood and specific boundaries. The neighborhoods are ranked and assigned a rating of A, B, C, and D relative to
the demographic and economic characteristics inclusive of rental data when available and proximity to amenities and employment.
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generally along U.S. Highway 80 and FM 548. The subject’s neighborhood rating is B.

The economic borders of the subject’s neighborhood are shown on the map above. Uses within the subject’s neighborhood are generally
characterized as 2000’s, multifamily buildings of low-to moderate-density and reflecting average maintenance levels. Supporting retail uses are

Parc At Windmill Farms
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Taxes

Assessment of real property is established by an assessor that is an appointed or elected official charged with determining the value of each property.
The assessment is used to determine the necessary rate of taxation required to support the municipal budget. A property tax is a levy on the value of
property that the owner is required to pay to the municipality in which it is situated. Multiple jurisdictions may tax the same property. The subject
property is located within Kaufman County. The 2022 assessed value and property tax for 2022 is summarized in the following table.

In Texas, the amount of tax is determined by the product of the tax rate and the assessed valuation of the property. The tax rate is set each year by
the governing bodies of local taxing entities such as county commissioners, school boards, cities and special districts, usually in October. It includes
multiple individual charges for flood, schools, hospitals, utilities, and general city and county levies. The assessed valuation of each piece of property

is set by the county assessor according to state statutory guidelines. The subject’s 2022 tax burden based upon the 2022 assessment and 2022 tax
rates is detailed as follows:

The chart below details the subject's tax assessment history:

The State of Texas is a non-disclosure state, meaning that the sales price of a property does not have to be revealed to the public. Therefore,
property taxes are not automatically increased to the sales price of the property. Additionally, the Texas Constitution requires that taxation of
properties must be "equal and uniform." Therefore, the assessment for a property must be similar to comparable properties in the area. Based upon
our research of sales that have occurred in Kaufman County over the last several years, reassessments for properties that recently sold are well below
true market value and can range anywhere between 50% and 80%-+ of the purchase price. In addition, the increases are not consistent and will
depend on if the appraisal district discovers the purchase price and the assessments of other properties in the area. Therefore, projecting a stabilized
assessment solely on percentage of purchase price is not appropriate in Kaufman County. Therefore, the taxes comparables were heavily relied upon.

App. 362
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TAX COMPARABLES

To determine if the assessment and taxes on the subject property are reasonable, we considered historical information, as well as information from
similar properties in the market. They are illustrated in the table below.

The comparable properties reflect 2022 tax assessments ranging from $115,625 to $124,920 per unit with an average of $120,310 per unit. On a
per square foot basis, the comparables range from $129.36 to $153.80 per square foot with an average of $143.90 per square foot. The subject’s
2022 assessment falls above the range of the tax comparables on a per unit basis but below the range on a per square foot basis. Overall, it appears
that the subject's current assessment is generally in line with market.

During 2022, rents continued to increase but capitalization rates began to rise during the second half of the year due to rising interest rates. Given
the significant value increases over the last several years and assessment values being well below true market value, it is reasonable to assume that
the appraisal district will continue to increase assessments across the board in 2023. Given this, we have increased the subject’s assessment by
approximately 3% in anticipation of market wide increases in 2023 which is further supported by the historical trends. We note that our projected
value to assessment ratio is only 64%. However, the subject is located in small county with limited sales data, and as a result assessments are
typically well below true market value. If the subject's assessment were to be increased above the tax comparables, the subject's assessment could
be protested on an "equal and uniform" basis assuming assessments weren't increased across the board. Overall, we have taken into consideration
the future risk in taxes increasing in our capitalization rate selection. The estimated stabilized taxes are detailed in the chart below:

App. 363
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Market Analysis

Overview

A variety of factors influence the performance of a property in the market. In this section, we provide an in-depth analysis of both the market in
which the subject property competes and its position within that market. Demographic comparisons are made to larger study areas such as the CBSA,
state and U.S. to place the historical and prospective performance of the subject trade area in context.

Dallas-Plano-Irving Market & Kaufman County Submarket

The property being appraised lies within the incorporated city limits of Forney. This places the property in what RealPage defines as the Dallas-
Plano-Irving apartment market and Kaufman County submarket — the Dallas-Plano-Irving, Texas MSA. Following is a discussion of the historical,
current, and forecasted apartment market conditions in the Dallas-Plano-Irving apartment market, along with the subject submarket and specific
competitive apartment projects that significantly impact the property being appraised. The data is extracted from the 4Q 2022 Dallas-Plano-Irving,
Texas Market Performance Summary report published by RealPage.

App. 364
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Highest and Best Use

Highest and best use is the reasonably probable use of a property that results in the highest value. The four criteria that the highest and best use
must meet are legal permissibility, physical possibility, financial feasibility, and maximum productivity.

Legally Permissible

Possible uses considering the site’s legal restrictions (zoning, deed, easements, etc.)

Physically Possible

Possible uses considering the site’s physical characteristics

Financially Feasible

Physically possible and legally permissible uses that yield a positive return on invested capital

Maximally Productive

The single use which meets all the prerequisite criteria and yields the greatest return on invested capital

To develop the highest and best use, which is integral to the development of market value, the property is viewed from two perspectives: the site as if
vacant and the property as improved. The highest and best use as improved examines the existing improvements and determines whether continued
use, modified use (renovation, conversion, or expansion), or demolition and redevelopment of the site is maximally productive. In addition to
consideration of the site’s use, the identification of the most likely user and the timing of the identified use are critical to the analysis of the highest
and best use.

As Vacant Analysis

Legally Permissible

The highest and best use of vacant land is typically found among those uses that are permitted by the zoning designation or deed restrictions
governing the property. The subject is located outside of city limits of Forney and has no zoning designation. Thus, potential uses to open. There are
no known easements, encroachments, covenants, or other use restrictions impacting the subject.

Physically Possible

The test of what is physically possible for the subject site considers the physical and locational characteristics that influence its highest and best use.
The site size is adequate for development and displays Generally Level topography with good access and good exposure. The site has access to
typical utilities. These attributes allow for a variety of legally permissible uses.

The appraisal principle of conformity, which holds that real estate value is created and sustained when the characteristics of a property conform to the
demands of its market, is of particular importance in the analysis of physically possible uses. With consideration for the principal of conformity, the
subject is surrounded largely by residential uses with some supportive commercial uses along the primary thoroughfares in the local area.

Financially Feasible

Based on the analysis of the subject market and construction costs, a new property similar to the subject would likely return a typical profit incentive
for a developer, given the stable vacancy and increasing rental rates in the competitive market. This data indicates achievable rent levels would
support new construction at present.

Maximally Productive
After consideration of all legal, physical, and financially feasible attributes, the development of development of a multi-family residential property as
market conditions warrant is determined to return the highest value of the site, indicating the highest and best use of the site as though vacant.

App. 372
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As Improved Analysis

Legally Permissible

Based upon our analysis of the subject property and zoning, the subject property is a Legal, Conforming. The surrounding uses are supportive of the
existing development and further support the physically possible indications that its highest and best use is for continued use as a multi-family
residential property.

Physically Possible

The existing improvements are consistent with similar multifamily uses in the area, with a unit mix and amenity package generally consistent with
market demands. Based on the physical and locational characteristics, the existing improvements meet the criteria for the continued use as a multi-
family residential property.

Financially Feasible
As presented in the Income Approach, the subject is projected to generate positive net income over the holding period. Therefore, continued use as
continued use as a multi-family residential property is financially feasible.

Further, alternative uses of the improvements are considered: continued use as is, modification (renovation, expansion, and/or conversion) to an
alternate use, or demolition and redevelopment.

As improved, the subject has been well received by the market and continued operation As Is is financially feasible.
Maximally Productive
After consideration of legal, locational, and physical attributes as well as potential alternative uses, it is our opinion that the existing improvements

contribute significantly to the site and continued use as a multi-family residential property is appropriate.

Most Probable Buyer
Based on our analysis, the most probable buyer for the subject, as improved, would be a national and regional investor.

App. 373
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Income

The income capitalization approach estimates value by analyzing a property’s income generating capacity. This approach assumes that an asset’s
value is a function of the expected future benefits (cash flows) associated with it. These benefits, or cash flows, include the outflow an investor is
willing to pay today in return for the expected inflows each year from normal operations, as well as the expected reversion, or future sale price,
achieved at the end of the holding period.

There are three valuation methodologies associated with the income capitalization approach; the direct capitalization method, the yield capitalization
(DCF) and the effective gross income multiplier method. The direct cap method consists of estimating the net operating income generated in the next
full year of operations, and then capitalizing it, by means of a capitalization (cap) rate, into value. The yield capitalization method, also known as the
discounted cash flow (DCF), consists of estimating each individual cash flow expected during the holding period (including the reversion), and
discounting each of which to present value by means of a discount rate. The EGIM is derived by dividing the effective gross annual income of each
comparable into the sales price. The direct cap method is the simplest of the three, and most commonly relied upon by prospective investors for
multifamily properties (except for estimating IRR in equity returns analysis). Because apartment leases are typically 12 months or less, the next year’s
income estimate is less assumptive and thus more reliable than projecting the multiple cash flows associated with an entire holding period.

Based on the appraisal problem and scope of work previously defined in the Introduction section, the Direct Capitalization analysis was utilized. The
EGIM analysis and Discounted Cash Flow method were not developed.

Subject Rents

Analyzing a subject’s existing operations provides support for income and occupancy conclusions. Investors typically analyze in-place rents, recent
leasing, and occupancy with consideration given to historical and market supported annual changes.

Rent Roll Analysis

Unit Type MinSF  MaxSF AvgsF O %of TomlSF - Occ Vacant o Contract Rent Quoted Rent

Units  Total ~ (NRA)  Units  Units Avg  Avg PSF PGR/Mo Avg  Avg PSF PGR/Mo
1-BR 798 832 818 116 43% 94,880 102 14 87.9% $1,388 $1.70 $141,619 $1,499 $1.83 $173,924
2-BR 1,059 1,203 1,130 120 44% 135628 108 12 90.0% $1,636 $1.45 $176,635 $1,842 $1.63 $221,092
3-BR 1,365 1,365 1,365 36 13% 49,140 33 3 91.7% $1,841 $1.35 $60,766 $2,014 $1.48 $72,504
Unit Type | Detailed Size SF # 9f % of - Total SF OC_C Vac§nt % Occ Contract Rent Quoted Rent

Units  Total (NRA)  Units  Units Avg  Avg PSF PGR/Mo AVG  Avg PSF PGR/Mo
1Bed /1 Bath 798 48  18% 38,304 43 5 89.6% $1,330 $1.67 $57,196 $1,458 $1.83 $69,984
1 Bed / 1 Bath 832 68  25% 56,576 59 9 86.8% $1,431 $1.72 $84,423 $1,529 $1.84 $103,940
2 Bed / 2 Bath 1,059 28 10% 29,652 27 1 96.4% $1,613 $1.52 $43,560 $1,705 $1.61 $47,740
2 Bed / 2 Bath 1,125 3 1% 3,375 2 1 66.7% $1,710 $1.52 $3,420 $1,837 $1.63 $5,510
2 Bed / 2 Bath 1,145 77 28% 88,165 68 9 88.3% $1,637 $1.43 $111,310 $1,872 $1.64 $144,154
2 Bed / 2 Bath 1,203 12 4% 14,436 11 1 91.7% $1,668 $1.39 $18,345 $1,974 $1.64 $23,688
3 Bed / 2 Bath 1,365 36 13% 49,140 33 3 91.7% $1,841 $1.35 $60,766 $2,014 $1.48 $72,504
Total/Avg 1,028 272 279,648 243 29 89.3% $1,560  $1.54* $379,020 $1,719 $1.67 $467,520

**The calculated overall average contract $/mo and contract $/sf is based upon number of occupied units, weighted.
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Recent Leases
Recent leases within the last 180/90/60/30 days indicate that rents have started to stabilize or decrease slightly. However, this timeframe typically
reflects the slower leasing season and as the summer months approach effective rents are anticipated to trend upwards.

Income

Rent Comps

Following is a map and summary of the most comparable properties to the subject, which are used to support income and occupancy assumptions for
the subject property.

Rent Comps Summary

Comp

Rent 1
Rent 2
Rent 3
Rent 4

Subject

Name

Gateway Pines
Gateway Oaks
Gateway Cedars

The Emerson At Forney Marketplace

Parc At Windmill Farms

Parc At Windmill Farms

Address

1200 N Gateway Blvd Forney TX 75126-0918
1105 N. Gateway Blvd.

1100 N Gateway Blvd Forney TX 75126-5190
300 Trailhouse Ln Forney TX 75126-2646

1003 Windmill Farms Blvd Forney TX 75126~
6326

YoC

2018
2016
2014
2019

2019

Units

337
313
334
320

272

Occ

92%
94%
97%
94%

89%

Avg SF

810
860
786
894

1,028

Rent SF Avg Rent
$1.73 $1,404
$1.67 $1,436
$1.65 $1,296
$1.85 $1,654
$1.67 $1,719

App. 375

Dist.
(mi)
2.10
2.17
2.22
3.20
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Rent Comps Analysis

The subject is property is considered to be a Class A, Garden community. This section analyzes only the most similar and competitive properties to the
subject for comparability. Following is a table summarizing the rent comparables. Adjustments were applied to account for material differences, on the
basis of overall location, overall improvements and amenities, utilities inclusions and other adjustments as needed.

[of Rents + Adj!
Subject 1 2 3 4

Property Name Parc At Windmill Farms Gateway Pines Gateway Oaks Gateway Cedars The Emerson At Forney Marketplace
City Forney Forney Forney Forney Forney
Class A A A A A
Building Type Garden Garden Garden Garden Low-Rise
Units 272 337 313 334 320
Submarket C+ C+ C+ C+ C+
Neighborhood B B- B B B-
Location A+ A+ A+ A+ A+
Amenities A A A A A
Year Built 2019 2018 2016 2014 2019
Quality Good Good Good Good Good
Condition Good Good Good Good Good
Unit Finishes Good Good Good Good Good
Parking Ratio 2.01 1.60 1.75
Occupancy 89.3% 92.0% 94.0% 97.0% 94.0%
Property Adjustments
Overall Location B+ 0% 0% 0% 0%
Overall Improvements B+ 0% 0% 0% 0%
Amenities A 0% 0% 0% 0%
Overall 0% 0% 0% 0%
Utility & Other Adjustments

Included in Rent incl. adj. incl. adj. incl. adj. incl. adj.
Gas - - - -
Electric - - - -
Water/Sewer - - - -
TV/Internet - - - -
Trash - - - -
Tota - - - -

Rent Comparable Adjustment Grid
The following tables adjust the comparables to the subject property quantitatively.

Based upon the adjusted rent comparables, it appears that the subject's quoted rents were above market. Therefore, we have projected market
rents more in line with the subject's in-place and recent leases. We note that the subject's average unit size is larger than all of the comparables and
an average towards the upper end of the adjusted range is reasonable for the subject.

App. 376
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Potential Gross Rent (PGR)

Considering the most likely rental rates the subject units are each capable of commanding in the market, the overall subject property is projected to
generate the potential gross rental income (PGR) before other income, vacancy, and concessions, indicated in the table below.

The subject's average effective quoted rents are $1,719 per unit. We have relied heavily on the subject's average in-place rent, average of the recent
leases, and the rent comparables in order to determine market rent.

Based upon the current rent roll, the subject's actual collected rents average $1,560 per unit, which equates to $1.51 per square foot. These current
in-place rents are 3.1% less than our estimated market rents. Thus, the majority of the subject's in-place leases are below market and loss-to-lease
should trend downward over the next year as leases roll to market terms. Given this situation, we have utilized a loss to lease factor of 1.5%.

App. 377
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Income

Operating Analysis

In our analysis and projection of the subject’s operating expenses, we considered the subject’s reported historical information, operating data from
comparables, and survey data, as available.

Market Operating Comparables
The following shows operating data of similar multifamily properties in the market and the data is considered reasonable, representative, and
supportive of the subject’s most likely operating expenses to be incurred by prudent ownership.

Operating Comparables

Market

Year Built

#Units

Expense Year

Income

PGR - Potential Gross Rent
Loss/(Gain) to Lease
Non-Revenue/Model Units
Vacancy
Bad Debt
Concessions

NRI - Net Rental Income
Parking & Storage Income
Utility Reimbursements
Other Income

EGI - Effective Gross Income

Expenses

Real Estate Taxes

Franchise Taxes

Property Insurance

Trash Removal

Utilities - Gas

Utilities - Electric

Utilities - Water & Sewer

Repairs & Maintenance

Management

Payroll

Advertising

General & Administrative

Non-Revenue/Model Units

Security Contract

Asset Specific

Total Operating Expenses

Total Operating Expenses Less
Property Taxes

NOI - Net Operating Income

Parc At Windmill Farms

DFW

2019

320

2021
%PGR

0.2%
17.6%
0.5%
2.8%

2.1%
3.9%
4.3%
89.1%
%EGI
21.7%
3.2%
1.7%

0.7%
2.9%
3.2%
2.8%
10.7%
2.4%
2.0%

0.3%

51.8%

30.0%

48.2%

$/Unit
$14,662
$36
$2,584
$69
$415
$11,558
$305
$571
$626
$13,060
$/Unit
$2,837
$420
$227
$93
$384
$412
$370
$1,399
$316
$259

$42

$6,759
$3,922

$6,301

DFW
2008
399
2022
%PGR

5.5%
0.4%
4.0%
0.3%
0.8%

2.3%
3.3%
6.8%
101.4%
%EGI
23.1%
2.2%
0.9%
0.0%
0.9%
2.6%
4.2%
2.5%
7.3%
1.0%
2.0%

46.6%

23.5%

53.4%

$/Unit
$16,989
$942
$75
$672
$49
$129
$15,122
$383
$565
$1,152
$17,222
$/Unit
$3,976
$374
$154
$5
$154
$445
$718
$432
$1,254
$173
$340

$8,025
$4,049

$9,196

DFW
2013
308
2022
%PGR

5.3%
0.8%
2.5%
0.8%
0.7%

4.6%
2.7%
7.0%
104.3%
%EGI
20.7%
1.9%
0.7%

0.9%
2.0%
4.2%
3.1%
7.2%
1.0%
2.0%

43.7%

23.0%

56.3%

$/Unit
$17,415
$919
$134
$437
$134
$119
$15,672
$797
$470
$1,221
$18,160
$/Unit
$3,768
$350
$120
$155
$357
$770
$564
$1,312
$183
$362

$7,940
$4,172

$10,220

DFW
2012
334
2022
%PGR

12.4%

5.0%
0.9%
0.0%

2.2%
4.5%
5.8%
94.2%
%EGI
23.8%
0.3%
1.8%
1.6%

0.7%
2.9%
2.7%
3.0%
7.2%
1.4%
1.6%
0.7%

0.4%

48.1%

24.3%

51.9%

$/Unit
$18,594
$2,309
$935
$160
$1
$15,190
$406
$843
$1,073
$17,512
$/Unit
$4,168
$53
$319
$287
$125
$500
$471
$521
$1,259
$243
$274
$126
$72
$8,418

$4,250

$9,094

5
DFW
2017
247
2021
%PGR

4.3%

6.0%
2.2%
1.1%

1.6%
4.3%
3.8%
96.1%
%EGI
26.7%
0.3%
4.2%
1.9%
0.0%
1.1%
3.2%
3.6%
2.7%
9.3%
0.9%
1.1%
0.8%

55.8%

29.1%

44.2%

6
Dallas
2018
248

2022

$/Unit %PGR
$16,421
$701 5.8%
$992 4.7%
$361 3.0%
$176 3.0%
$14,190

$259 -
$705 3.2%
$629 10.0%
$15,783 96.8%
$/Unit %EGI
$4,217 16.5%
$53 -
$661 3.8%
$304 2.2%
$3 -
$168 0.4%
$498 1.6%
$565 3.6%
$428 2.9%
$1,469 9.7%
$139 0.7%
$176 1.8%
$130 0.3%

- 2.7%
$8,813 46.2%
$4,595 29.7%
$6,971 53.8%

App. 378

$/Unit
$16,182
$941
$760
$478
$490
$13,514
$523
$1,625
$15,661
$/Unit
$2,581
$603
$341
$66
$247
$569
$459
$1,518
$107
$275
$45
$427
$7,239

$4,658

$8,423
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Subject Operating History
Following is @ summary of the actual incurred and reported expenses by the subject property in recent years; the subject’s historical expenses are
considered a reasonable and likely indication of what expenses will be in future years of operation. The operating expense data presented and

analyzed herein is based on net rentable area (NRA) in unit count.

Subject Operating History

Income

Income %PGR
PGR
Loss/(Gain) 3.5%
to Lease
Vacancy 2.7%
Bad Debt 0.58%
Concessions 1.0%
NRI
Utility 2.3%
Reimbursements
Other Income 5.9%
EGI 100.5%
Expenses %EGI
Real Estate
6.8%

Taxes
Franchise R
Taxes
P

roperty 2.4%
Insurance
Trash

ras 0.6%
Removal
Utllltlgs - 0.6%
Electric
Utilities -
Water & 2.2%
Sewer
Repairs &

; 2.5%
Maintenance
Management 2.73%
Payroll 6.1%
Advertising 1.3%
General & 1.1%
Administrative i
Non-

Revenue/Model  0.5%
Units

Security 0.4%
Contract

Replacement

Reserves

Total

Operating 27.0%
Expenses

Total

Operating 20.2%
Expenses less

Taxes

NOI 73.0%

Oct 2021 T-12
$/Unit Total
$16,580 $4,509,800
4584  $158,737
4441  $119,816
$96 $26,225
$158 $42,873
$15,302 $4,162,149
$374  $101,715
4986  $268,089
$16,662 $4,531,953
$/Unit Total
$1,127  $306,431
$403  $109,480
$92 $24,933
$101 $27,572
$358 $97,496
$409  $111,188
$456  $123,931
$1,020  $277,316
$211 $57,310
$187 $50,744
$75 $20,463
$62 $16,861
$4,499 $1,223,725
$3,372  $917,294
$12,163 $3,308,228

Parc At Windmill Farms

Jan 2023 T-12

%PGR  $/Unit Total

$19,470  $5,295,906
8.0% $1,564  $425,344
3.9%  $768  $208,800
0.86%  $167  $45,363
0.3% $56  $15,148

$16,916 $4,601,251
2.0%  $384  $104,332
41%  $800  $217,688
93.0% $18,100 $4,923,271
%EGI  $/Unit Total
18.8%  $3,398  $924,324
23%  $414  $112,645
0.7%  $121 $33,044
0.5% $97  $26,271
2.4%  $434  $118,181
3.0%  $544  $148,091
2.75%  $498  $135,445
6.2% $1,125  $306,033
1.0%  $187  $50,836
1.0%  $184  $50,102
0.4% $66 $17,883
0.2% $31 $8,325
39.2%  $7,100 $1,931,180
20.5%  $3,702 $1,006,856
60.8% $11,000 $2,992,091

JanT-3/T-12

%PGR  $/Unit Total
$20,495 $5,574,696

8.8%  $1,812 $492,904

74%  $1,517 $412,702

0.43% $88 $23,978
0.5% $101 $27,584

$16,976 $4,617,528

2.0% $402 $109,441

2.8% $568 $154,499

87.6% $17,947 $4,881,468
%EGI  $/Unit Total
18.9%  $3,398 $924,324
2.3% $414  $112,645

0.7% $121 $33,044

0.5% $97 $26,271

2.4% $434 $118,181

3.0% $544 $148,091

2.77% $498 $135,445
6.3%  $1,125 $306,033

1.0% $187 $50,836

1.0% $184 $50,102

0.4% $66 $17,883

0.2% $31 $8,325

39.6% $7,100 $1,931,180
20.6%  $3,702 $1,006,856
60.4% $10,847 $2,950,288

%PGR

6.6%

3.7%
1.16%

3.9%
92.5%
%EGI

18.1%

2.2%

1.2%

2.7%

2.81%
6.6%
1.0%

1.0%

35.7%

17.6%

64.3%

Budget
$/Unit Total
$20,856  $5,672,799
$1,370  $372,682
$764  $207,858
$241 $65,649
$18,480 $5,026,610
$822  $223,470
$19,302  $5,250,080
$/Unit Total
$3,492  $949,770
$430  $116,886
$228 $62,011
$524  $142,477
$541  $147,287
$1,276 $347,025
$196 $53,445
$196 $53,286
$6,883 $1,872,187
$3,391  $922,417
$12,419 $3,377,893

Appraised Pro Forma

%PGR

1.5%

5.5%
0.5%

2.0%

4.2%
98.7%
%EGI

18.7%

0.3%

2.9%

0.7%

0.5%

2.3%

2.9%

2.75%
7.3%
1.0%

1.5%

0.3%

0.2%

1.1%

42.4%

23.6%

57.6%

App.

$/Unit
$19,248

$289

$1,059
$96

$17,804
$386

$801
$18,992
$/Unit

$3,560
$63
$551
$125

$99

$438

$551

$522
$1,379
$188

$276

$66

$33

$200

$8,050

$4,490

$10,942

379

Total
$5,235,360

$78,530

$287,945
$26,177

$4,842,708
$105,000

$218,000
$5,165,708
Total

$968,213
$17,098
$150,000
$34,000

$27,000

$119,000

$150,000

$142,057
$375,000
$51,000

$75,000

$17,820

$9,000

$54,400

$2,189,588

$1,221,375

$2,976,120
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Income

Adjustments to PGR

Loss/(Gain) to Lease

Analysis and Conclusion

Subject $/Unit $/SF %PGR Total  Based upon the current rent roll, the
current in-place rents are slightly
below our estimated market rents.

Oct 2021 T-12 $584 $0.57 3.5% $158,737 Thus, the majority of the subject’s in-
place leases are below market and

Jan 2023 T-12 $1,564 $1.52 8.0% $425,344 loss-to-lease should trend downward
over the next year as leases roll to
current market terms. Given this

Jan T-3/ T-12 $1,812 $1.76 8.8% $492,904  gjtyation, we have utilized a nominal
loss to lease factor, which also takes

Budget $1,370 $1.33 6.6% $372,682 into account current leases that are

' ' not increased to market at renewal.

Conclusion $289 $0.28 1.5% $78,530

Allowances

Vacancy Analysis and Conclusion

Comps Date Units Vacant % Based on the subject's size, location

Comp 1 Gateway Pines 05-11-2023 337 27 8.00% and appeal, the competitive set

nalysis findings warrant prim

Comp 2 Gateway Oaks 05-12-2023 313 19 6.00% analysis findings warrant primary
consideration. The competitive set

Comp 3 GateWay Cedars 05-12-2023 334 10 3.00% analysis indicated a current vacancy

The Emerson At Forney rate for directly competitive
Comp 4 Marketplace 05-12-2023 320 19 6.00% properties of 5.75%. The submarket
Total/A 1304 - — level analysis warrants secondary
vV .
g ! ’ consideration based on its moderate

Simple AVG 5.75% applicability to the subject. The metro

Market Data level analysis indicated a MPF
vacancy rate of 5.7% and a

MPF/RealPage Metro 4Q 2022 5.7 submarket level analysis indicated a

MPF/RealPage Submarket 4Q 2022 5.1 MPF vacancy rate of 5.1%. Based on

) our analysis of supply/demand trends

Subject L o
and considering the subject's actual

Oct 2021 T-12 2.66% performance, a general vacancy rate

Jan 2023 T-12 3.94% of 5.5% is concluded.

Jan T-3/ T-12 7.40%

Budget 3.66%

Rent Roll 10.70%

Conclusion 5.50%

Parc At Windmill Farms

App. 380
p.29



Case 3:22-cv-02118-X Document 250 Filed 05/30/23 Page 33 of 344 PagelD 8226 Income

Bad Debt Analysis and Conclusion
Subject $/Unit $/SF %PGR Total  Most properties will, at some point,
2021 T-12 o 2622 fail to collect rent and incur some bad
Oct 2021 T- $96 $0.09 0.58% $26,225 g, Typical losses range from
Jan 2023 T-12 $167 $0.16 0.86% $45,363  0%-2.0% but can be more or less
depending on the market. We
JanT-3/T-12 $88 $0.09 0.43% $23,978  considered the asset class, location
g Sat 5 L 16 4 and typical tenant profile as well as
Budget $ $0.23 16% 365649 46 historical data if available in our
Conclusion $96 $0.09 0.5% Py CETENER
Historical Concessions Analysis and Conclusion
Subject $/Unit $/SF %PGR Total Many comparables utilize daily pricing
software which fluctuates rates daily
Oct 2021 T-12 $158 $0.15 1.0% 442,873 [EeelCE e AT
exposure to roll over at given times
for specific unit types, essentiall
Jan 2023 T-12 456 $0.05 0.3% $15,148 O °PeC types, y
eliminating the need for concessions.
For our analysis we have projected
Jan T-3/ T-12 $101 $0.10 0.5% $27,584 .
market rents net of concessions.
Should concessions be used as a
Budget - - - " marketing tool, market rents should
be increased to offset any concession
Conclusion = = = - usage.
Adjustments & Allowances Conclusions Analysis and Conclusion
Loss/(Gain) to Lease 1.50% Our projected economic vacancy

considers the in-place operations,

local market data and our concluded
Vacancy 5.50% market rent estimates. In this case

we didn't project a signficant increase

in rents and a minimal loss to lease
Bad Debt 0.50% was required.

App. 381
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Income

Other Income

Utility Reimbursements

Analysis and Conclusion

Operating

Comps $/Unit $/SF %PGR RECAP % Total  This category includes possible utility
P charge backs for electricity,
Comp 1 $571 $0.64 3.9% 93.5% $182,749 water/sewer, gas, and garbage. The
Comp 2 $565 $0.66 3.3% 94.4% 4225451  Subject’s tenants reimburse the
property for water/sewer and trash.
Comp 3 $470 $0.49 2.7% 98.7% $144,778 Typically the full 12-month reporting
Comp 4 $843 $0.92 4.5% 107.2% $281,524  periods will provide the best indicator
Comp 5 $705 $0.81 4.3% 87.9% $174,065 as utility rates can fluctuate during
' ' ' ! the warmer and cooler months.
Comp 6 $523 $0.65 3.2% 88.9% $129,696  Therefore, we have relied on the
Comp Average $613 $0.69 3.7% 95.1% 4189711  trailing 12-months figure for our
projection. If utility costs differ from
Subject our projection, utility reimbursements
Oct 2021 T-12 $374 $0.36 2.2% 83.1% $101,715  should offset the majority of the
delta.
Jan 2023 T-12 $384 $0.37 2.1% 69.0% $104,332
JanT-3/T-12 $402 $0.39 2.2% 72.4% $109,441
Budget - - - 0.0% -
Conclusion $386 $0.38 2.0% 68.6% $105,000
Other Income Analysis and Conclusion
- . o
Operating Comps $/Unit $/SF %PGR Total Miscellaneous income may be
Comp 1 $626 $0.70 4.8% $200,303  attributed to furniture rent,
Comp 2 §1152 $1.34 6.7% $459,721 washer/dryer rental, late charges,
! ' ' ! lease termination fees, month-to-
Comp 3 $1,221 $1.27 6.7% $375,971  month fees, NSF fees, pet fees,
Comp 4 $1,073 $1.17 6.1% $358,243 move-out Charges, or any other
. related charges. Thus, we have
Comp 5 $629 $0.72 4.0% $155,462 leaned on the subject's recent
Comp 6 $1,625 $2.03 10.4% $402,951  collections for our projection.
Comp Average $1,054 $1.21 6.3% $325,442
Subject
Oct 2021 T-12 $986 $0.96 5.9% $268,089
Jan 2023 T-12 $800 $0.78 4.4% $217,688
JanT-3/ T-12 $568 $0.55 3.2% $154,499
Budget $822 $0.80 4.3% $223,470
Conclusion $801 $0.78 4.2% $218,000
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Effective Gross Income

Effective Gross Income

Analysis and Conclusion

Historical trends indicate moderate

Subject $/Unit $/SF % Change Total o o .
positive growth which is consistent
with our projections. Our EGI
projection is approximately 4.92%

Oct 2021 T-12 $16,662 $16.21 i $4,531,953 above the subject's T-12 collections
and 5.82% above the T-3 annualized

Jan 2023 T-12 $18,100 $17.61 8.6% $4,923,271 collections. Over the [ast few

an ! ’ i e months, the subject's recent leases
typically reflect an increase of 3% to
5%. We also note that the subject's

JanT-3/ T-12 $17,947 $17.46 -0.8% $4,881,468 . .

T-3 annualized income appears to be
down due to lower miscellaneous
income from the slower winter

Budget $19,302 $18.77 7.6% $5,250,080 .
leasing season and less turnover.
Based upon this information our EGI

- projection is reasonable and well

Conclusion $18,992 $18.47 - $5,165,708 supported by market.

Operating Expenses
Real Estate Taxes Analysis and Conclusion
- - o

Operating Comps $/Unit $/SF %EGI Total Please see the Real Estate Tax

Comp 1 $2,837 $3.17 21.7% $907,986  Section of this report for additional
information and directly applicable

Comp 2 $3,976 $4.62 23.1% $1,586,606 Y app
tax comparables as the expense

Comp 3 $3,768 $3.92 20.7% $1,160,520  comps presented may be located in

Comp 4 $4,168 $4.56 23.8% $1,392,027 ~ Varying municipalities.

Comp 5 $4,217 $4.84 26.7% $1,041,616

Comp 6 $2,581 $3.22 16.5% $640,087

Comp Average $3,591 $4.06 22.1% $1,121,474

Subject

Oct 2021 T-12 $1,127 $1.10 6.8% $306,431

Jan 2023 T-12 $3,398 $3.31 18.8% $924,324

Jan T-3/ T-12 $3,398 $3.31 18.9% $924,324

Budget $3,492 $3.40 18.1% $949,770

Conclusion $3,560 $3.46 18.7% $968,213
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Franchise Taxes

Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total Franchise Tax is an income tax which
Comp 1 - - - - depends on humerous scenarios and
there are various tax rates that could
Comp 2 - - - - _ )
be imposed on the property owner, if
Comp 3 - - - - any. Thus, for our analysis we have
Comp 4 $53 $0.06 0.3% $17,839  assumed the subject's owners would
. qualify for the 0.331% tax rate unless
Comp 5 $53 $0.06 0.3% $13,060 the property's EGI is over $20 million.
Comp 6 - - - - If the property has an EGI below
Comp Average 453 $0.06 0.3% $15,450 $1,230,000, no franchise tax would
be due.
Subject
Oct 2021 T-12 - - - _
Jan 2023 T-12 - - - -
Jan T-3/ T-12 - - - -
Budget - - - -
Conclusion $63 $0.06 0.3% $17,098
Property Insurance Analysis and Conclusion
Operating Comps $/Unit $/SF %EGI Total This expense includes all premiums
Comp 1 $420 $0.47 3.2% $134,544  and costs incurred for insurance
overin lic liabili
Comp 2 $374 $0.44 9.2% $149,337 covering structures, Pub ic liability,
rental value, and equipment. The
Comp 3 $350 $0.36 1.9% $107,851  sybject's historical costs fall towards
Comp 4 $319 $0.35 1.8% $106,455  the lower end of the expense
. comparable range, and the owner
Comp 5 $661 $0.76 4:2% $163,262 likely has a blanket insurance policy.
Comp 6 $603 $0.75 3.8% $149,452  We note that Comparables 2, 3, and
Comp Average §455 $0.52 2.9% $135,150 4 likely had blanket insurance policies
as well. Therefore, we have
Subject projected an insurance cost more in
Oct 2021 T-12 $403 $0.39 2.4% 109,480  line with typical market.
Jan 2023 T-12 $414 $0.40 2.3% $112,645
JanT-3/T-12 $414 $0.40 2.3% $112,645
Budget $430 $0.42 2.2% $116,886
Conclusion $551 $0.54 2.9% $150,000
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Trash Removal

Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total This includes all trash removal and
Comp 1 $227 $0.25 1.7% $72,639 recycling (if applicable) expenses. If
there are reimbursements these were
Comp 2 $154 $0.18 0.9% $61,408 . )
considered separately in the
Comp 3 $120 $0.12 0.7% $36,863  respective income categories. Given
Comp 4 $287 $0.31 1.6% $95,725  utility costs are property specific, the
conclusion is based on the historical
0,
Comp 5 $304 $0.35 1.9% $74,988 expenses. Our projection is
Comp 6 $341 $0.43 2.2% $84,582  supported by the expense
comparables. We note that the
Comp Average $239 $0.27 1.5% $71,034 npar
majority of the comparables has valet
Subject trash service which is not offered at
Oct 2021 T-12 $92 $0.09 0.6% $24933  the subject.
Jan 2023 T-12 $121 $0.12 0.7% $33,044
JanT-3/T-12 $121 $0.12 0.7% $33,044
Budget - - - -
Conclusion $125 $0.12 0.7% $34,000
Utilities - Gas Analysis and Conclusion
Operating Comps $/Unit $/SF %EGI Total Gas is not utilized at the subject.
Comp 1 - - - -
Comp 2 $5 $0.01 0.0% $1,972
Comp 3 - - - -
Comp 4 - - - -
Comp 5 $3 $0.00 0.0% $763
Comp 6 - - - -
Comp Average $4 $0.00 0.0% $1,368

Subject
Oct 2021 T-12
Jan 2023 T-12
JanT-3/ T-12
Budget

Conclusion
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Utilities - Electric Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total This includes all associated electric

Comp 1 $93 $0.10 0.7% $29,858  costs for the subject. Given utility
costs are property specific, the

Comp 2 $154 $0.18 0.9% $61,282 . . .
conclusion is based on the historical

Comp 3 $155 $0.16 0.9% $47,624  expenses. Our projection is

Comp 4 $125 $0.14 0.7% $41,005  supported by the expense
comparables.

Comp 5 $168 $0.19 1.1% $41,597

Comp 6 $66 $0.08 0.4% $16,376

Comp Average $127 $0.14 0.8% $39,774

Subject

Oct 2021 T-12 $101 $0.10 0.6% $27,572

Jan 2023 T-12 $97 $0.09 0.5% $26,271

JanT-3/T-12 $97 $0.09 0.5% $26,271

Budget - - - -

Conclusion $99 $0.10 0.5% $27,000

Utilities - Water & Sewer Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total  This includes all water and sewer

Comp 1 $384 $0.43 2.9% $122,736  costs. If service to the units is billed
directly from the provider the

expense shown is only for common
Comp 3 $357 $0.37 2.0% $109,855 areas, model/vacant units and
amenities. If water/sewer is included

Comp 2 $445 $0.52 2.6% $177,500

Comp 4 $500 $0.55 2.9% $166,896 ) )
for tenants this expense is also shown
Comp 5 $498 $0.57 3.2% $123,081  nere. If there are reimbursements
Comp 6 $247 $0.31 1.6% $61,364 these were considered separately in
the respective income categories and
Comp Average $405 $0.46 2.5% $126,905  typically include utility billing fees. As
Subject this expense is typically property-
specific, the conclusion is based on
Oct 2021 T-12 $358 $0.35 2.2% $97,496 the historical data. Should
Jan 2023 T-12 $434 $0.42 2.4% $118,181  waster/sewer costs differ from our
projection, utility reimbursements will
JanT-3/T-12 $434 $0.42 2.4% $118,181

offset the majority of the delta. Our
Budget $228 $0.22 1.2% $62,011  projection is supported by the
expense comparables.

Conclusion $438 $0.43 2.3% $119,000

App. 386
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Repairs & Maintenance

Analysis and Conclusion

. . o

Operating Comps $/Unit $/SF %EGI Total This expense covers the cost of all

Comp 1 $412 $0.46 3.2% $131,851  routine maintenance and repairs that
would be reoccurring. The subject's

Comp 2 $718 $0.84 4.2% 286,553 o g- The SUbj
historical R&M costs have increased

Comp 3 $770 $0.80 4.2% $237,301  with the most recent expense falling

Comp 4 $471 $0.52 2.7% $157,253  Within the expense comparable
range. Therefore, we have projected

0,

Comp 5 $565 $0.65 3.6% $139,655 a R&M expense in line with the

Comp 6 $569 $0.71 3.6% $141,189  subject's current expense.

Comp Average $584 $0.66 3.6% $182,300

Subject

Oct 2021 T-12 $409 $0.40 2.5% $111,188

Jan 2023 T-12 $544 $0.53 3.0% $148,091

JanT-3/ T-12 $544 $0.53 3.0% $148,091

Budget $524 $0.51 2.7% $142,477

Conclusion $551 $0.54 2.9% $150,000

Management Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Tow@l  Eor Class A & B assets 2.00% -

Comp 1 $370 $0.41 2.83% $118,302 4.00% for third party management is
adequate when also tested on a

Comp 2 $432 $0.50 2.51% $172,531  ¢/unit basis. For smaller properties or

Comp 3 $564 $0.59 3.11% $173,779  Class C assets fees can be higher
from 3.0% - 8.0%, depending on

Comp 4 $521 $0.57 2.98% $174,168  scope of management services and

Comp 5 $428 $0.49 2.71% $105,807  on-site staff levels. In recent years
additional ownership groups have

Comp 6 $459 $0.57 2.93% $113,842 added third party management

Comp Average $463 $0.52 2.85% $143,072 BRI ReIRElEis
gotten more aggressive. Frequently

Subject buyer budgets are showing third

Oct 2021 T-12 $456 $0.44 2.73% 123,931  Party management contracts to the
low aspect of the range but this

Jan 2023 T-12 $498 $0.48 2.75% $135445  hasn't yet been reflected in historical

Jan T3/ T-12 $498 $0.48 2.77% $135,445 operating statements. Overall, we
have projected a 2.75% management

Budget $541 $053 2.81% $147,287 fee which is supported by the

Conclusion $522 $0.51 2.75% $142,057 °XPense comparables.
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Payroll Analysis and Conclusion
- . o

Operating Comps $/Unit $/SF %EGI Total This expense consists of all on-site

Comp 1 $1,399 $1.56 10.7% $447,584  payroll costs including associated
taxes, and employee benefits. The

Comp 2 $1,254 $1.46 7.3% $500,337 -5, and employ
subject's historical payroll costs have

Comp 3 $1,312 $1.36 7.2% $404,117  increased with the most recent cost

Comp 4 $1,259 $1.38 7.2% $420,519 falling below the expense comparable
range. Therefore, we have projected

0,

Comp 5 $1,469 $1.69 8.3% $362,856 a payroll expense more in line with

Comp 6 $1,518 $1.89 9.7% $376,513 the expense comparable mean.

Comp Average $1,369 $1.56 8.6% $418,654

Subject

Oct 2021 T-12 $1,020 $0.99 6.1% $277,316

Jan 2023 T-12 $1,125 $1.09 6.2% $306,033

JanT-3/T-12 $1,125 $1.09 6.3% $306,033

Budget $1,276 $1.24 6.6% $347,025

Conclusion $1,379 $1.34 7.3% $375,000

Advertising Analysis and Conclusion

. . o
Operating Comps $/Unit $/SF %EGI Total This includes all associated
Comp 1 $316 $0.35 2.4% $101,097  marketing, advertising and
romoting. The subject's historical

Comp 2 $173 $0.20 1.0% $69,146  Promeung )
advertising costs have decreased

Comp 3 $183 $0.19 1.0% $56,283  slightly and fall near the expense

Comp 4 $243 $0.27 1.4% 81,186  comparable mean. Therefore, we
projected an advertising expense in

0,

Comp 5 $139 $0.16 0.9% $34272 jine with the subject's historical

Comp 6 $107 $0.13 0.7% $26,526  costs.

Comp Average $193 $0.22 1.2% $61,418

Subject

Oct 2021 T-12 $211 $0.20 1.3% $57,310

Jan 2023 T-12 $187 $0.18 1.0% $50,836

Jan T-3/T-12 $187 $0.18 1.0% $50,836

Budget $196 $0.19 1.0% $53,445

Conclusion $188 $0.18 1.0% $51,000
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General & Administrative

Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total This includes office administrative
Comp 1 $259 $0.29 2.0% $82,897  expenses including office supplies,
ing, legal fi h
Comp 2 $340 $0.39 2.0% §135,464  occounting, legal fees, other
professional fees, background check
Comp 3 $362 $0.38 2.0% $111,350  expenses, office phone and internet
Comp 4 $274 $0.30 1.6% $91,523  expenses, and personal property
taxes. The subject's historical
()
Comp 5 $176 $0.20 1.1% $43,523 administrative costs have been fairly
Comp 6 $275 $0.34 1.8% $68,149  consistent but fall at the low end of
the expense comparable range.
Comp Average $281 $0.32 1.7% 488,818 P P 9
Therefore, we projected an
Subject administrative expense more in line
Oct 2021 T-12 $187 $0.18 1.1% $50,744 with the expense comparable mean.
Jan 2023 T-12 $184 $0.18 1.0% $50,102
JanT-3/ T-12 $184 $0.18 1.0% $50,102
Budget $196 $0.19 1.0% $53,286
Conclusion $276 $0.27 1.5% $75,000
Non-Revenue/Model Units Analysis and Conclusion
. . o
Operating Comps $/Unit $/SF %EGI Total Our payroll projections specifically
Comp 1 - - - - assume that no employees will
Comp 2 i i i _ receive frge rent. If an employee
does receive free rent, then there
Comp 3 - - - - should be a commensurate decrease
Comp 4 $126 $0.14 0.7% $42,104  in salaries. Therefore, we have not
projected any income loss from the
0,
Comp 5 $130 $0.15 0.8% $32,211 employees. The subject has one
Comp 6 $45 $0.06 0.3% $11,100  model unit (Unit #116; 832 SF).
Therefore, our projection is based
Comp Average $100 $0.11 0.6% $28,472 I proj
upon the projected rent for the 832
Subject SF unit.
Oct 2021 T-12 $75 $0.07 0.5% $20,463
Jan 2023 T-12 $66 $0.06 0.4% $17,883
JanT-3/T-12 $66 $0.06 0.4% $17,883
Budget - - - -
Conclusion $66 $0.06 0.3% $17,820
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Security Contract

Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total This includes contract security

Comp 1 $42 $0.05 0.3% $13,423  services. Not all the comps provide
this service. Therefore, we have

Comp 2 - - - - . -
projected an expense similar to the

Comp 3 - - - - subject's historical costs going

Comp 4 - - i, . forward.

Comp 5 - - - -

Comp 6 - - - -

Comp Average $42 $0.05 0.3% $13,423

Subject

Oct 2021 T-12 $62 $0.06 0.4% $16,861

Jan 2023 T-12 $31 $0.03 0.2% $8,325

Jan T-3/ T-12 $31 $0.03 0.2% $8,325

Budget - - - -

Conclusion $33 $0.03 0.2% $9,000

Replacement Reserves Analysis and Conclusion

$/Unit $/SF %EGI Total  Reserves for replacements typically

average from $150 to $350 per unit,

Subject depending on number of units,
average unit size, and condition of

Oct 2021 T-12 - - - ©  the property. In this instance, the
appraisers have utilized a per unit

Jan 2023 T-12 i i i " amount of $200, or $54,400 which is

Jan T3/ T-12 i i i i f:onsidered sufﬁcient, if properly
invested, to yield the amount

Budget _ _ _ _ necessary for the replacement of
items such as appliances, roofs,

Conclusion $200 $0.19 1.05% $54,400 carpet and parking areas.

Total Operating Expenses Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total Our overall projection falls within the

Min $6,759 $7.56 43.7% $1,795,179  expense comparable range. We note
that our projection includes reserves

Max $8,813 $10.12 55.8% $3,202,136 O
while none of the expense

Avg $7,866 $8.92 48.7% $2,432,330  comparables have reserves included.

Subject

Min $4,499 $4.38 27.0% $1,223,725

Max $7,100 $6.91 39.6% $1,931,180

Avg $6,395 $6.22 35.4% $1,739,568

Conclusion $8,050 $7.83 42.4% $2,189,588
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Capitalization Rate

The following methods were considered when selecting a capitalization rate for the subject:
« Band of Investment Method

« Debt Service Coverage Ratio Method

« Investor Surveys

« Market Participant Interviews

« Market Extraction (Primary and/or Supplemental Sales)

Band of Investment Method
The Band of Investment Method estimates an overall capitalization rate by weighting mortgage and equity components of the total property
investment. The assumptions utilized within the Band of Investment method are consistently applied below.

Band of Investment

Loan Amortization Period 30 Years
Interest Rate 5.50%
Loan-to-Value (LTV) Ratio 65.00%
Mortgage Constant 6.81%
Equity Dividend Rate 6.00%
Mortgage Component 65.00% X 6.81% = 4.43%
Equity Component 35.00% X 6.00% = 2.10%
Band of Investment Capitalization Rate 6.53%

The Band of Investment does not reflect the impact of interest only loans. Typical investors are receiving several years of interest only, which is
driving cap rates below levels indicated by the Band of Investment analysis.

It should be noted that interest rates have risen faster than cap rates in the local market, creating an environment where many buyers are going into
deals with negative leverage. Negative leverage is defined as when the cap rate on a property acquisition is less than the cost of debt or debt
constant and therefore, the cash-on-cash return is less than the cap rate. Buyers of multifamily properties are willing to invest with these terms for a
number of reasons: one being that they may have capital raised in a fund that they are eager to allocate; another being that they believe rent
increases will be high enough to generate positive leverage within a short period of time; and finally, as protection from inflation, which is currently at
its highest level in decades. In addition, some investors are of the opinion that interest rates will come back down within the next couple of years. All
of these factors are present to some degree and provide support for our concluded equity and mortgage components above, which reflect the inverse
of the typical mortgage-equity relationship where the equity component is expected to exceed the mortgage component.

Debt Service Coverage Ratio Method

The Debt Service Coverage Ratio is derived by looking at NOI against the annual debt service. Assumptions for Loan Interest Rate and LTV were
applied as was shown above in the Band of Investments.

Debt Service Coverage Ratio

Concluded Debt Coverage Ratio 1.25

Loan-To-Value Ratio (LTV) Ratio 65.00%

Mortgage Constant 6.81%

Debt Service Coverage Ratio Capitalization Rate 5.54%
App. 391
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Investor Surveys

The results of the most recent published survey(s) are presented below. These surveys are published and updated quarterly.

Income

Investor surveys are typically included as a reference point for overall national or regional trends. In the case of the subject, these rates are not
directly applicable, and we did not rely on the indications in our conclusion.

Investor Surveys
Capitalization Rate (OAR) Range Average
National Apartments by PwC
2022 Q4 3.25% to 8.00% 4.89%
2022 Q3 3.00% to 8.00% 4.75%
Southeast Apartments by PwC
2022 Q4 4.00% to 5.00% 4.30%
2022 Q3 3.00% to 4.50% 4.00%
Market Participants
The following table presents cap rate ranges for similar assets thru market participant interviews with local brokers active in the market.
Market Participant Interviews
Name Company Deal Type Investment Class Date Range Average
Confidential Marcus & Millichap Market Rate Class A - Actual 2023 Q1 4.00 % to 4.75% 4.25 %
Confidential IPA Market Rate Class A - Actual 2023 Q1 4.25 % to 5.00% 4.75 %
Investment Sales Broker Confidental Market Rate Class A - Actual 2022 Q4 4.50 % to 5.00% 4.75 %
Confidential Walker & Dunlop Market Rate Class A - Actual 2022 Q4 4.25 % to 4.50% 4.25 %

Market participants have indicated that capitalization rates for Class A properties have increased between 25 and 75 basis points since the peak of the

market in early 2022.
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Market Extraction
The following table illustrates the transaction data for the sales previously presented in the Sales Comparison Approach.
Market Extraction
Comp Close Date Price # Units $/Unit Avg Unit Size Occupancy NOI/Unit Cap Rate
1 Mar-23  $80,000,000 336 $238,095 964 91.8% $12,554 5.27%
2 Jan-23  $81,788,000 322 $254,000 939 94.2% $11,709 4.61%
3 Nov-22 $32,650,000 112 $291,518 960 98.0% $14,111 4.84%
4 Nov-22 $81,000,000 300 $270,000 860 97.0% $10,854 4.02%
5 Oct-22 $90,720,000 336 $270,000 896 82.7% $11,151 4.13%
6 Oct-22 $66,126,000 321 $206,000 952 96.0% $8,737 4.13%
7 Oct-22 $76,045,000 227 $335,000 981 95.0% $15,110 4.51%
8 Oct-22 $58,000,000 285 $203,509 852 95.5% $8,417 4.14%
9 Sep-22 $41,760,000 248 $168,387 844 94.0% $7,969 4.73%
10 Aug-22 $64,000,000 252 $253,968 936 96.8% $10,191 4.01%
Avg $67,208,900 274 $249,048 919 94.1% $11,080 4.44%

*Sale 1 was under contract as of the effective date of this report.

Based upon our proforma income and expense projections and considering recent upward movement in capitalization rates across the country, a
reasonable and applicable cap rate would be at the upper end of the sales between 5.00% and 5.25%, primarily due to the risk associated with the
subject's taxes which are projected at 64% of our concluded market value. Most of the sales have taxes adjusted between 70% and 90% of the
purchase price. Our concluded market value of $212,500 per unit falls at the low end of the sale comparables.

Capitalization Rate Conclusion

Capitalization Rate Conclusions

Component Range Indicated/Average
Band of Investment 6.53%
DSCR 5.54%
Investor Surveys 3.00% to 8.00% 4.49%
Market Participant Interviews 4.00% to 5.00% 4.50%
Market Extraction 4.01% to 5.27% 4.44%
Concluded Capitalization Rate 5.15%

In our conclusion we placed primary weight on the comparable sales and reported capitalization reported by with market participants at the time.
Due to the subject's property's location in Kaufman County in which assessed values are typically lower than the primary DFW counties (Dallas,
Tarrant, Collin, and Denton), there is some additional risk associated with future tax increases than the sale comparables. Therefore, we have utilized
a capitalization rate at the upper end of the sale comparable range and just above the market participant range.
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Income Approach Conclusion

The concluded potential gross rental income, vacancy allowance, and operating expenses are outlined and summarized below, as well as the subject’s
net operating income conclusion.

Appraised Pro Forma & Direct Cap

Income %/PGR $/SF $/Unit Total/Annum
PGR - Potential Gross Rent $18.72 $19,248 $5,235,360
Loss/(Gain) to Lease 1.5% $0.28 $289 $78,530
Vacancy 5.5% $1.03 $1,059 $287,945
Bad Debt 0.5% $0.09 $96 $26,177
NRI - Net Rental Income $17.32 $17,804 $4,842,708
Utility Reimbursements 2.0% $0.38 $386 $105,000
Other Income 4.2% $0.78 $801 $218,000
Total Other Income 6.2% $1.16 $1,188 $323,000
EGI - Effective Gross Income 98.7% $18.47 $18,992 $5,165,708
Expenses %/EGI
Real Estate Taxes 18.7% $3.46 $3,560 $968,213
Franchise Taxes 0.3% $0.06 $63 $17,098
Property Insurance 2.9% $0.54 $551 $150,000
Trash Removal 0.7% $0.12 $125 $34,000
Utilities - Electric 0.5% $0.10 $99 $27,000
Utilities - Water & Sewer 2.3% $0.43 $438 $119,000
Repairs & Maintenance 2.9% $0.54 $551 $150,000
Management 2.75% $0.51 $522 $142,057
Payroll 7.3% $1.34 $1,379 $375,000
Advertising 1.0% $0.18 $188 $51,000
General & Administrative 1.5% $0.27 $276 $75,000
Non-Revenue/Model Units 0.3% $0.06 $66 $17,820
Security Contract 0.2% $0.03 $33 $9,000
Replacement Reserves 1.1% $0.19 $200 $54,400
Total Operating Expenses 42.4% $7.83 $8,050 $2,189,588
Total Operating Expenses Less Property Taxes 23.6% $4.37 $4,490 $1,221,375
NOI - Net Operating Income 57.6% $10.64 $10,942 $2,976,120
Overall Capitalization Rate 5.15% $57,788,729
Concluded Value, rounded to the nearest $100,000 $206.69 $212,500 $57,800,000
App. 394
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Reconciliation

The preceding section of this report derived value indication(s) based on separate and independent appraisal processes. The most comparable data
available was researched and analyzed in the various sections of this report. In the final analysis of the subject property, the results of the Income
Capitalization Approach herein are considered reliable and well-supported. Following are the final thoughts, conclusions, and estimates of value
derived from approach employed.

Summary of Approaches

Sales Comparison Approach

The Sales Comparison Approach is based on the principle of substitution, which states that the limits of prices, rents, and rates tend to be set by the
prevailing prices, rents and rates of equally desirable substitutes. While the reliability of the Sales Comparison Approach is strengthened by the
general similarity of the locational and physical characteristics of the sales, it is weakened by its failure to capture the subject's future operating
potential.

Due to the nature of the assignment, the sales approach was not presented. However, in order to derive an appropriate market capitalization rate for
the Income Approach, 10 recent Class A sales were presented. The sales ranged from $168,387 per unit to $335,000 per unit. The subject's
indicated value of $212,500 per unit falls within the lower end of the range and is well supported.

Income Capitalization

This approach is typically most heavily weighted by investors for similar assets. There was sufficient historical operating data as well as rent/expense
comparable information available for analysis. Investment metrics related to capitalization rates and supply/demand were analyzed and discussed with
market participants. The income approach has been awarded primary weight in the final reconciliation of value.

Final Value Conclusion

Primary weight is placed on the income capitalization approach, as the typical buyer for the subject (national and regional investor) is primarily
interested in the income-generating capacity of the property. This appraisal is subject to the assumptions and limiting conditions following this section,
was conducted and prepared in accordance with the Uniform Standards of Professional Appraisal Practice and reasonably led the appraisers to the
following opinion(s) of Retrospective Market Value:

App. 395
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Certification

We certify to the best of our knowledge and belief:

« The statements of fact contained in this report are true and correct.

« The reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting conditions and are our personal,
impartial and unbiased professional analyses, opinions, and conclusions.

« We have no present or prospective interest in the property that is the subject of this report and have no personal interest with respect to the
parties involved.

« We have no bias with respect to the property that is the subject of this report or to the parties involved with this assignment.
« Our engagement in this assignment was not contingent upon developing or reporting predetermined results.

« QOur compensation for completing this assignment is not contingent upon the development or reporting of a predetermined value or direction in
value that favors the cause of the client, the amount of the value opinion, the attainment of a stipulated result, or the occurrence of a subsequent
event directly related to the intended use of this appraisal.

« Qur analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with the Uniform Standards of
Professional Appraisal Practice and the laws, standards or other requirements of the State of Texas.

« Jason Ribelin made a personal inspection of the property that is the subject of this report on November 21, 2022.

« Corey Clifton (Texas State Registered Appraiser Assistant No. 1340250 Trainee) provided significant real property appraisal assistance to the
appraisers signing the certification. Assistance included gathering, analyzing and reporting regional, local area, zoning, and tax information,
confirming some of the comparable data, and assisting with portions of the valuation analysis.

« Jason Ribelin, John Jordan, and Corey Clifton have provided real property valuation services as an appraiser for the property that is the subject of
this report within the three-year period immediately preceding acceptance of this assignment. The appraisers performing this appraisal report
have provided several consecutive annual appraisal reports with the most recent report reflecting an effective date of value as of December 1,
2022. Previous appraisals were completed in February 2020, December 2020, and December 2021.

« The reported analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with the Code of Professional
Ethics and Standards of Professional Practice of the Appraisal Institute.

« The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly authorized representatives.
« As of the date of this report, John Jordan has completed the continuing education program for Designated Members of the Appraisal Institute.

« As of the date of this report, Jason Ribelin has completed the Standards and Ethics Education Requirements for Candidates of the Appraisal

Institute.
Jason Ribelin | Senior Director John Jordan | Managing Director
Texas Certified General TX 1380338 G Texas Managing Director TX 1321156 G
jribelin@apprise.us jjordan@apprise.us
405-517-6917 214-693-4419
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General Assumptions and Limiting Conditions

In these General Assumptions and Limiting Conditions, “Property” means the property or properties that are the subject of the appraisal report and
refers, without limitation, to all associated land (including earth and soil), improvements and property rights. “Appraiser” means each appraiser
signing the report or providing assistance in connection with the appraisal and also includes Apprise, Walker & Dunlop, Inc. and its subsidiaries.

This report has been prepared and is subject to the following general assumptions and limiting conditions:

« Unless otherwise stated in the report, it is assumed that title to the Property is clear and marketable and that there are no recorded or
unrecorded liens, encumbrances or other matters affecting the Property that would adversely affect marketability or value. No opinion is
expressed and no responsibility is assumed for the legal description of the Property or any matters that are legal in nature or that require legal
expertise beyond that of a real estate appraiser. Title and legal matters were not part of the scope of work for this assignment.

« The conclusions stated in the report are only as of the effective date of the appraisal. Changes and conditions occurring after that date and
market factors will affect the conclusions.

« This report assumes any improvements on the Property are structurally sound, seismically safe, and compliant with all applicable laws,
regulations, codes and standards, unless otherwise stated in the report. This report assumes that all building components and systems, including
but not limited to HVAC, MEP (mechanical, electrical, plumbing), elevators, roofing, exterior veneers, walls or columns, and other components and
systems do not suffer from material deferred maintenance or deficiencies and are free from water intrusion. The Appraiser has no responsibility
for the safety, soundness or compliance of such components and systems.

« Unless otherwise stated in the report, it is assumed that there are no hidden or unapparent conditions of the Property that render the Property
more or less valuable and that the Property is not affected by the past or current presence of hazardous materials, contamination, asbestos, mold,
pollution, infestations, disease causing organisms or other hazardous conditions. The Appraiser is not qualified to detect such conditions. No
responsibility is assumed for such conditions or for any expertise or engineering assistance required to discover them. Unless otherwise stated in
the report, such matters were not part of the scope of work for this assignment.

« Ttis assumed that the Property is in compliance with all applicable federal, state and local laws, ordinances, regulations, building standards and
codes, use restrictions and zoning unless the lack of compliance is stated in the report. Determining and reporting on such compliance were not
part of the scope of work for this assignment.

« Ttis assumed that all water, sewer facilities and utilities (whether existing or proposed) are or will be in good working order, safe for use, and
sufficient to serve the current or proposed uses of the Property. Determining and reporting on such matters were not part of the scope of work
for this assignment.

« Itis assumed that use of the land and improvements and their construction is confined within the boundaries or property lines of the Property
and that there are no encroachments or trespasses unless noted in the report. Determining and reporting encroachments or trespasses were not
within the scope of work for this assignment.

« Any estimate of Insurable Replacement Cost, if stated in the report, is based upon figures developed consistent with regular appraisal practices.
However, actual local and regional construction costs may vary significantly from the estimate, and individual insurance policies and underwriters

have varied specifications, exclusions, and non-insurable items. The Appraiser strongly recommends that estimates be obtained from professionals

experienced in establishing appropriate insurance coverage. This analysis should not be relied upon to determine insurance coverage and the
Appraiser makes no warranties regarding this estimate.

« The Appraiser has not made any investigation to determine if the Property is in conformity with the Americans with Disabilities Act (ADA) or
similar state or local laws or ordinances. It is possible that such an investigation could reveal that the Property is not in compliance with the ADA
or similar laws or ordinances. If so, this could have a negative effect on the value and use of the Property.

« The information furnished by external sources, including but not limited to the Property owners or representatives, taxing or regulatory
authorities, or related market participants, is thought to be accurate and reliable. Such information includes but is not limited to gross building
and net rentable areas, rent rates and schedules, unit mix and sizes, historical financial and operating data, land size, proposed or ongoing
improvements, budgets, sale data, or the like. The Appraiser makes no representations regarding information obtained from other sources. As
such, if a significant error is discovered in any of the reported information, the Appraiser reserves the right to amend the report and/or value
conclusions.
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are no transferrable air or development rights of value unless otherwise stated. These matters &re outside the scope of work for this assignment

and of the Appraiser’s expertise.

Any and all furnishings, fixtures, or equipment, except those specifically stated or typically included or traded as a part of real property, were
disregarded and not considered in the appraisal.

Required licenses, permits, certificates of occupancy, consents, or other legislative or administrative authority from any local, state, or national
government or private entity or organization are assumed to have been obtained and renewed as necessary for any use on which the value
estimate(s) in this report is based.

Responsible and prudent ownership and reasonably competent property management are assumed.

Diagrams, plans, charts, sketches, and other illustrative materials in this report are included only to assist the reader in visualizing the Property.
The Appraiser makes no warranties about the accuracy of such materials and they should not be used or relied on for any other purpose.

Any cash flows, analyses of estimated income or forecasts of future economic conditions performed for this appraisal or included in the report are
predicated on the information and assumptions contained within the report and are not predictions or guaranties of the future. The achievement
of any financial projections or forecast relating to the Property will be affected by fluctuating economic conditions and will depend on other future
occurrences that cannot be assured. Actual results will vary from any projections or forecasts stated in the report. The Appraiser does not warrant
any projections or forecasts.

The allocation of the overall property value between land and improvements, if any, applies only under the stated program of utilization. The
individual allocations of land and building value may not be used in conjunction with any other analysis.

The Appraiser is not required to provide any further consultation, testimony, or court appearance with regard to the Property unless agreed to by
the Appraiser in writing.

The contents of this report, in whole or in part (including its value conclusions, market data, or identity of the Appraiser) are confidential and may
not be disseminated to the public through advertising, public relations, news, sales, video, or any other media without the prior, written consent
of the Appraiser.

Possession of this report does not carry with it the right of use, reliance, distribution, or publication, unless authorized by the Appraiser in writing.

The maximum monetary liability of the Appraiser (including Apprise, Walker & Dunlop, Inc. and its subsidiaries) for any and all claims or causes of
action relating to the appraisal shall be limited to the total compensation actually received by Apprise for the appraisal. This limitation of liability
extends to all types of claims and causes of action, whether in contract or tort, but excludes claims/causes of action for intentionally fraudulent or
criminal conduct, or intentionally caused injury. In the event that different limitations of liability are set forth in an engagement agreement for the
appraisal between Apprise and its client, however, the limitations in that agreement shall apply between the Appraiser (including Apprise) and the
client.

Use of or reliance on the appraisal, regardless of whether such use or reliance is known or authorized by the Appraiser, constitutes
acknowledgement and acceptance of these General Assumptions and Limiting Conditions, any extraordinary assumptions or hypothetical
conditions stated in the report, and any other terms and conditions stated in the report. The appraisal should not be used or relied on by any
party who is not identified as the client or as an additional intended user in the report or identified in specific reliance language, if any, contained
in the report.
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Definitions were sourced from The Dictionary of Real Estate Appraisal, Sixth Edition (2015), Uniform Standards of Professional Appraisal Practice
(2020-2021), Intragency Appraisal and Evaluation Guidelines, and Marshall Valuation Service / Marshall & Swift.

ARMS-LENGTH TRANSACTION: A transaction between unrelated parties who are each acting in his or her own best interest.
AS IS MARKET VALUE: The estimate of the market value of real property in its current physical condition, use, and zoning as of the appraisal's effective date.

ASSESSED VALUE: The value of a property according to the tax rolls in ad valorem taxation; may be higher or lower than market value or based on an
assessment ratio that is a percentage of market value.

BAND OF INVESTMENT: A technique in which the capitalization rates attributable to components of a capital investment are weighted and combined to derive a
weighted-average rate attributable to the total investment.

CASH EQUIVALENCY: analytical process in which the sale price of a transaction with non-market-oriented financing or financing with unusual
conditions/incentives is converted into a price expressed in terms of cash.

CONFORMITY: Conformity is the appraisal principle that holds that real property value is created and sustained when the characteristics of a property conform
to the demands of its market.

CONTRACT RENT: The actual rental income specified in a lease.

CURABLE FUNCTIONAL OBSOLESCENCE: An element of depreciation; a curable defect caused by a flaw in the structure, materials, or design, which can be
practically and economically corrected.

DEBT COVERAGE RATIO (DCR): The ratio of net operating income to annual debt service, which measures the relative ability of a property to meet its debt
service out of net operating income; also called debt service coverage ratio (DSCR).

DEFERRED MAINTENANCE: Items of wear and tear on a property that should be fixed now to protect the value or income- producing ability of a property.

DEPRECIATION: In appraising, a loss in property value from any cause; the difference between the cost of an improvement on the effective date of the
appraisal and the market value of the improvement on the same date.

DIRECT COST: Expenditures for the labor and materials used in the construction of improvements; also called hard costs.
DISCOUNT RATE: Expenditures for the labor and materials used in the construction of improvements; also called hard costs.

DISPOSITION VALUE: The most probable price that a specified interest in real property should bring given the following terms: consummation of sale within a
limited future marketing period, current market conditions prevail as of the date of valuation, prudent and knowledgeable buyer and seller, seller is under
compulsion to sell and buyer is typically motivated, both parties acting with consideration to best interest, adequate marketing effort made in the limited time
allowed to complete the sale, payment made in local currency or other comparable financial arrangements, and the price represents the normal consideration
for the property sold, unaffected by special or creative financing or sales concessions. Definition is different from market value, due to the motivation of the
seller to dispose within a limited future marketing period.

EASEMENT: The right to use another’s land for a stated purpose. Access or right-of-way easements may be acquired by private parties or public utilities.
Governments may be the beneficiaries of easements placed on privately owned land that is dedicated to conservation, open space, or preservation.

EFFECTIVE AGE: defined as the age indicated by the condition and utility of a structure. Effective age can be greater or less than actual age. Regular repairs,
maintenance, and renovating all influence the effective age of a structure.

EFFECTIVE GROSS INCOME (EGI): The anticipated income from all operations of the real estate after an allowance is made for vacancy and collection losses
and an addition is made for any other income.
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EFFECTIVE GROSS INCOME MULTIPLIER (EGIM): The ratio between the sale price (or value) of a property and its effective gross income.
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improvements (TIs).

ECONOMIC LIFE: Defined as the period over which improvements to real property contribute to property value. Economic life and physical life rarely equate, as
the economic life of a structure is typically of shorter duration due to the fluctuating market demands external and unrelated to the physical structure itself.
Remaining economic life is the remaining duration, from the date of value, over which the improvements are estimated to contribute value.

ENTREPRENEURIAL INCENTIVE: The amount an entrepreneur expects to receive for his or her contribution to a project. Entrepreneurial incentive may be
distinguished from entrepreneurial profit (often referred to as developer’s profit) in that it is the expectation of future profit as opposed to the profit actually
earned on a development or improvement.

ENTREPRENEURIAL PROFIT: A market-derived figure that represents the amount an entrepreneur receives for his or her contribution to a project and risk; the
difference between the total cost of a property (cost of development) and its market value (property value after completion), which represents the
entrepreneur's compensation for the risk and expertise associated with development. An entrepreneur is motivated by the prospect of future value
enhancement (i.e., the entrepreneurial incentive). An entrepreneur who successfully creates value through new development, expansion, renovation, or an
innovative change of use is rewarded by entrepreneurial profit. Entrepreneurs may also fail and suffer losses.

EXCESS LAND: Land that is not needed to serve or support the existing improvement. The highest and best use of the excess land may or may not be the
same as the highest and best use of the improved parcel. Excess land has the potential to be sold separately and is valued separately.

EXPOSURE TIME: The estimated length of time that the property interest being appraised would have been offered on the market prior to the hypothetical
consummation of a sale at market value on the effective date of the appraisal.

EXTERNAL OBSOLESCENCE: A type of depreciation; a diminution in value caused by negative external influences and generally incurable on the part of the
owner, landlord, or tenant. The external influence may be temporary or permanent.

EXTRAORDINARY ASSUMPTION: An assignment-specific assumption as of the effective date regarding uncertain information used in an analysis which, if found
to be false, could alter the appraiser’s opinions or conclusions. Comment: Uncertain information might include physical, legal, or economic characteristics of the

subject property; or conditions external to the property, such as market conditions or trends; or the integrity of data used in an analysis.

FAIR MARKET VALUE: As used in condemnation, litigation, income tax, and property tax situations, a term that is similar in concept to market value but may be
defined explicitly by the relevant agency.

FEASIBILITY ANALYSIS: A study of the cost-benefit relationship of an economic endeavor.isk:

FEE SIMPLE: Absolute ownership unencumbered by any other interest or estate, subject only to the limitations imposed by the governmental powers of
taxation, eminent domain, police power, and escheat.

FLOOR AREA RATIO: The relationship between the above-ground floor area of a building, as described by the zoning or building code, and the area of the plot
on which it stands; in planning and zoning, often expressed as a decimal.

FUNCTIONAL OBSOLESCENCE: The impairment of functional capacity of improvements according to market tastes and standards.
FURNITURE, FIXTURES, AND EQUIPMENT (FF&E): Business trade fixtures and personal property, exclusive of inventory.

GROSS BUILDING AREA: Total floor area of a building, excluding unenclosed areas, measured from the exterior of the walls of the above-grade area. This
includes mezzanines and basements if and when typically included in the market area of the type of property involved.

HIGHEST AND BEST USE: The highest and best use of a property is defined as “the reasonably probable and legal use of vacant land or an improved that is
physically possible, appropriately supported, finically feasible, and that results in the highest value.”

HYPOTHETICAL CONDITION: A condition, directly related to a specific assignment, which is contrary to what is known by the appraiser to exist on the effective
date of the assignment results but is used for the purpose of analysis. Comment: Hypothetical conditions are contrary to known facts about physical, legal, or
economic characteristics of the subject property; or about conditions external to the property, such as market conditions or trends; or about the integrity of
data used in an analysis.
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INDIRECT COSTS: Expenditures or allowances for items other than labor and materials that are necessary for construction but are not typically part of the
construction contract. Indirect costs may include administrative costs, professional fees, financing costs and the interest paid on construction loans, taxes and

the builder's or developer's all-risk insurance during construction, and marketing, sales, and lease-up costs incurred to achieve occupancy or sale. Also referred
to as soft costs.

INSURABLE REPLACEMENT COST: The cost estimate, at current prices as of the effective date of valuation, of a substitute for the building being valued, using
modern materials and current standards, design and layout for insurance coverage purposes guaranteeing that damaged property is replaced with a new

property.
INTERIM USE: The temporary use to which a site or improved property is put until a different use becomes maximally productive.

INVESTMENT VALUE: The value of a property to a particular investor or class of investors based on the investor’s specific requirements. Investment value may
be different from market value because it depends on a set of investment criteria that are not necessarily typical of the market.

LEASED FEE INTEREST: Freehold (ownership interest) where the possessory interest has been granted to another party by creation of a contractual landlord-
tenant relationship (i.e., a lease).

LEASEHOLD INTEREST: The right held by the lessee to use and occupy real estate for a stated term and under the conditions specified in the lease.
LEGALLY NONCONFORMING USE: A use that was lawfully established and maintained, but no longer conforms to the use regulations of its current zoning.
LIFE CYCLE: The three stages of a neighborhood’s life cycle are integration (development or growth stage), equilibrium (static or stability stage), and
disintegration (decline stage with diminishing demand); in some cases, a neighborhood experiences revitalization (redevelopment stage with increasing

demand), and the cycle continues.

MARKET AREA: The geographic region from which a majority of demand comes and in which the majority of competition is located. Depending on the market,
a market area may be further subdivided into components such as primary, secondary, and tertiary market areas.

MARKET STUDY: An analysis of the market conditions of supply, demand, and pricing for a specific property type in a specific area.

MARKETABILITY ANALYSIS: The study of how a specific property is expected to perform in a specific market. A marketability analysis expands on a market
analysis by addressing a specific property.

NEIGHBORHOOD: A neighborhood is a group of complementary land uses, inhabitants, buildings, or business enterprises. The neighborhood analysis entails
the objective analyzing of observable or quantifiable data indicating discernable patterns of urban growth, structure, and change that may detract from or
enhance property values; the analysis focuses on the four sets of considerations that influence value: social, economic, governmental, and environmental

factors.

NET OPERATING INCOME (NOI): The actual or anticipated net income that remains after all operating expenses are deducted from effective gross income but
before mortgage debt service and book depreciation are deducted.

OBSOLESCENCE: One cause of depreciation; an impairment of desirability and usefulness caused by new inventions, changes in design, improved processes for
production, or external factors that make a property less desirable and valuable for a continued use; may be either functional or external.

OVERALL CAPITALIZATION RATE (OAR): The relationship between a single year’s net operating income expectancy and the total property price or value.
POTENTIAL GROSS INCOME (PGI): The total income attributable to property at full occupancy before vacancy and operating expenses are deducted.
POTENTIAL GROSS INCOME MULTIPLIER (PGIM): The ratio between the sale price (or value) of a property and its annual potential gross income.
QUALITATIVE ADJUSTMENT: An indication that one property is superior, inferior, or the same as another property. Note that the common usage of the term is a

misnomer in that an adjustment to the sale price of a comparable property is not made. Rather, the indication of a property’s superiority or inferiority to
another is used in relative comparison analysis, bracketing, and other forms of qualitative analysis.

App. 404



QUANTITATIVE ADJUSTMENT: A numerical (dollar or percentage) adjustment to the indicated value of the comparable property to account for the effect of a
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RENTABLE AREA: The amount of space on which the rent is based; calculated according to local practice.

REPLACEMENT COST: The estimated cost to construct, at current prices as of a specific date, a substitute for a building or other improvements, using modern
materials and current standards, design, and layout.

SCOPE OF WORK: The type and extent of research and analysis in an appraisal or appraisal review assignment.

SURPLUS LAND: Land that is not currently needed to support the existing use but cannot be separated from the property and sold off for another use. Surplus
land does not have an independent highest and best use and may or may not contribute value to the improved parcel.

USABLE AREA: The area that is actually used by the tenants measured from the inside of the exterior walls to the inside of walls separating the space from
hallways and common areas.

USEFUL LIFE: The period of time over which a structure or a component of a property may reasonably be expected to perform the function for which it was
designed.

VACANCY AND COLLECTION LOSS: A deduction from potential gross income (PGI) made to reflect income deductions due to vacancies, tenant turnover, and
non-payment of rent; also called vacancy and credit loss or vacancy and contingency loss.
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Leasing Office / Clubhouse

Clubhouse

Swimming Pool
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Fitness Center

Swimming Pool

Subject Exterior
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Subject Exterior

Playground

Subject Exterior
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Subject Exterior

Subject Exterior

Subject Exterior
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Typical Bathroom

Typical Kitchen

Washer/dryer Provided
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Typical Kitchen

Typical Bedroom

Typical Living Area

App. 409



Case 3:22-cv-02118-X Document 250 Filed 05/30/23

Typical Kitchen

Typical Bathroom

Washer/dryer Provided
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Typical Kitchen

Typical Bedroom

Typical Living Area
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Flood Zones

© Mapbox © OpenStreetMap

Zone A D Zone X-Unshaded Zone AE

1% Annual Chance Flood Hazard Area Of Minimal Flood Hazard 1% Annual Chance Flood Hazard
Zone X-Shaded Zone AE

0.2% Annual Chance Flood Hazard Regulatory Floodway
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Capitalization Rate Comps

Comp Close Date Price # Units $/Unit  Avg Unit Size Occupancy NOI/Unit Cap Rate
1 Mar-23 $80,000,000 336 $238,095 964 91.8% $12,554 5.27%
2 Jan-23 $81,788,000 322 $254,000 939 94.2% $11,709 4.61%
3 Nov-22 $32,650,000 112 $291,518 960 98.0% $14,111 4.84%
4 Nov-22  $81,000,000 300 $270,000 860 97.0% $10,854 4.02%
5 Oct-22  $90,720,000 336 $270,000 896 82.7% $11,151 4.13%
6 Oct-22  $66,126,000 321 $206,000 952 96.0% $8,737 4.13%
7 Oct-22  $76,045,000 227 $335,000 981 95.0% $15,110 4.51%
8 Oct-22 $58,000,000 285 $203,509 852 95.5% $8,417 4.14%
9 Sep-22 $41,760,000 248 $168,387 844 94.0% $7,969 4.73%
10 Aug-22  $64,000,000 252 $253,968 936 96.8% APPL419  401%

Avg $67,208,900 274 $249,048 919 94.1% $11,080 4.44%
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Prose Magnolia
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Class A Market-Rate Apartment Complex 336 Units 14864 Fishtrap Rd Aubrey TX 76227-7634
Property Units Transaction
Market Dallas (A) Unit Finishes Good Sale
Submarket Northwest Denton County (A) Appliances High-End Stainless-Steel Close Date 03/01/2023
Neighborhood Rating (A-) Countertops Granite Contract Price $80,000,000
Location Rating (A+) Cabinets Good W/Hardware Adjustments $0
Building Primary Flooring Luxury Vinyl Plank Adjusted Sale Price $80,000,000
Building 3-Story Garden (B+) Secondary Flooring Luxury Vinyl Plank Adj. Price/Unit $238,095
Construction Frame, Brick And Wood Siding, Hip, Washer/Dryer Included All Units Adj. Price/BR $158,730
Composite Shingle Dishwasher, Garbage Disposal, Adj. Price/SF $247
GBA Microwave, Ceiling Fan, Walk-In Closet, Buyer 14864 Fishtrap Rd Owner, LLC
Year Built 2022 Feat Patio Balcony, Tile Backsplash, ) ) ) !
. eatures High/Vaulted Ceilings, Recessed Seller Alliance Residential Company
Quality Good Lighting, Breakfast Bar, Window Broker
NRA 323880 Coverings And Built-In Shelving Broker Company IPA
Renovated Broker Phone
Condition Good Conditions Arm's Length
Clubhouse, Controlled Access, Business Recording Info 2023-19180
Center, Fitness Center, Resort-Style o .
Pool, Billiards, BBQ Grill Verification Confidential
Cabana/Pergola, Outdoor Lounge, Dog Originator/Lender
Amenities Park, Package Locker, Courtyard, Spas,
Pools, Businesscenter, Fitness,
Washerdryer, Washerdryer Hookuponly,
Balcony/Patio (Partial Units), Microwave
(All Units) And Elevators
General Unit Mix Income
Parking Type Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $20.13/SF $6,520,000
Parking/Unit 1.15 1-BR 168 1.0 731 -812 766  Less Vacancy 6.47% $422,018
Land Area 761428 SF; 17.480 Acres 1,105 - Potential Net Rent $6,097,982
2-BR 168 2.0 1,162
Density 19 1,185 Less: Allowances
Land-to-Building Ratio - Average 15 964 Other Income & Reimbs 10.28% $670,000
Floor Area 7.435 Total 336 731-1,185 323,880 Effective Gross Income $6,767,982
School District Less Operating Expenses 37.68% $2,550,000
County Parcel ID SD5168A-000000A-0000-0002-0000 Net Operating Income $4,217,982
Formerly Known As NOI/Unit $12,554
ID # 6131959 Cap Rate Actual 5.27%

Comments

Prose Magnolia is a 336-unit, market rate apartment complex that was constructed in 2022. The property is a three-story, garden style community with surface parking. The property
reflects new construction and reached 91% occupancy when the property sold. The purchase price was verified by a confidential source directly involved with the transaction. For our
proforma, income was based upon in-place figures with slight modifications to market assuming stabilized operations. Expenses were based upon in-place figures with adjustments
assuming stabilized operations and taxes adjusted to 80% of the purchase price. The property was actively marketed IPA.
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Axis Grand Crossing

Class A Market-Rate Apartment Complex 322 Units 1661 S Forum Dr Grand Prairie TX 75052-1267
Property Units Transaction

Market Dallas (A) Unit Finishes Excellent Sale

Submarket Grand Prairie (B+) Appliances Stainless Steel Close Date 01/12/2023

Neighborhood Rating (C+) Countertops Granite Contract Price $81,788,000

Location Rating (A+) Cabinets Good W/Hardware Adjustments $0

Building Primary Flooring Luxury Vinyl Plank Adjusted Sale Price $81,788,000

Building 4-Story Mid-Rise (A) Secondary Flooring Luxury Carpet Adj. Price/Unit $254,000

Construction Wood, Brick, Sloped, Composite Shingle ~ Washer/Dryer Included All Units Adj. Price/BR $179,360

GBA 322000 Dishwasher, Garbage Disposal, Adj. Price/SF $270

Year Built 2022 Features :!(t:if‘g::/c?n?/,eEgﬁtjznér\nl:vl::gj Closet, Buyer Sherman Residential
Quality Excellent Window Coverings And Breakfast Bar Seller Wood Partners

NRA 302413 Broker

Renovated Broker Company IPA

Condition Excellent Broker Phone

Clubhouse, Leasing Office, Controlled Conditions Arm's Length
Package Locker And Private Garages Verification WDIS
Originator/Lender

General Unit Mix Income

Parking Type Attached Garage And Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $0.00/SF $0
Parking/Unit 1.09 Studio 20 1.0 673 - 673 673 Less Vacancy

Land Area 629442 SF; 14.450 Acres 1-BR 183 1.0 722 - 849 789 Potential Net Rent

Densi - Less: Allowances

Land-:t/)-BuiIding Ratio 1.95:1 28R 104 18 1l11,22723 1181 Other Income & Reimbs

Floor Area 6.942 3-BR 15 2.8 llfig(; 1,450 Effective Gross Income $0
School District ! Less Operating Expenses

County Parcel ID 65-03951-101-002-0000 Average 13 939 Net Operating Income $3,770,427
Formerly Known As Alta Grand Crossing Total 322 673 - 1,450 302,413 NOI/Unit $11,709
ID # 6135778 Cap Rate Actual 4.61%
Comments

Axis Grand Crossing, fka Alta Grand Crossing is a 322-unit, market rate apartment complex that was constructed in 2022. The property display excellent finish out and a high level of
amenities. The purchase price and in-place cap rate were confirmed by parties privy to the transaction.
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Horizon at Ridgeview

Class A Market-Rate Apartment Complex 112 Units 1000 E Harmon Rd, Fort Worth TX 76131-3302
Property Units Transaction

Market Fort Worth (A-) Unit Finishes Good Sale

Submarket Northwest (A) Appliances Stainless Steel Close Date 11/10/2022

Neighborhood Rating (A-) Countertops Granite Contract Price $32,650,000

Location Rating (A) Cabinets Good W/Hardware Adjustments $0

Building Primary Flooring Luxury Vinyl Plank Adjusted Sale Price $32,650,000

Building 1-Story Garden (B+) Secondary Flooring Adj. Price/Unit $291,518

Construction Frame And Brick, Brick, Wood Siding Washer/Dryer Included Adj. Price/BR $142,576

And Tile, Gable, Composite Shingle Dishwasher, Garbage Disposal, Adj. Price/SF $304
GBA 107490 Mic.rowave, Ceili.ng Fan, Walk-In Closet, Buyer Starboard Ridgeview DST
Year Built 2021 Features Patio Balcony, Tile Backsplash, .
High/Vaulted Ceiling And Recessed Seller NEXMETRO Fossil Creek LP

Quality Good Lighting Broker

NRA 107490 Broker Company

Renovated Broker Phone

Condition Good Conditions Arm's Length

Amenities g;g'g:ﬁiﬁ?;ﬁg’ S::: d Parking, Pool, Recording Info

Verification Appraiser
Originator/Lender

General Unit Mix Income

Parking Type Attached Garage And Street # Avg Baths  SF Range Avg SF Potential Gross Rent $27.20/SF $2,923,200
Parking/Unit 1-BR 30 1.0 637 - 637 637 Less Vacancy 7.00% $204,624
Land Area 625193 SF; 14.352 Acres 2-BR 47 2.0 960 - 960 960 Potential Net Rent $2,718,576
Densi 7 - Less: Allowances

Land-:t/)-BuiIding Ratio 5.82:1 3BR 3 20 1l12,3;636 1,236 Other Income & Reimbs 11.70% $342,000
Floor Area 2.468 Average L7 960 Effective Gross Income $3,060,576
School District Total 112 637 - 1,236 107,490 Less Operating Expenses 48.36% $1,480,200
County Parcel ID 42611251 Net Operating Income $1,580,376
Formerly Known As NOI/Unit $14,111

ID # 6137686 Cap Rate 4.84%

Comments

The property was in good condition and 92% occupied at the time of sale. The purchase price was verified by the purchase and sales agreement. The purchase price reflects a 4.05%
capitalization rate based upon the T-11 annualized income and expenses with $200 per unit in reserves. For our proforma, income was based upon in-place figures with slight
modifications to market. Expenses were based upon in-place figures with several categories decreased to market terms and a projected increase in taxes. The property was actively

marketed by Berkadia.
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Gray Branch Luxury Apartments

Class A Market-Rate Apartment Complex 300 Units 1760 N Ridge Rd, McKinney TX 75071
Property Units Transaction
Market Dallas (A) Unit Finishes Very-Good Sale
Submarket Plano/Allen/McKinney (A) Appliances Black Close Date 11/01/2022
Neighborhood Rating (A-) Countertops Granite Contract Price $81,000,000
Location Rating (A+) Cabinets Good W/Hardware Adjustments $0
Building Primary Flooring Real Hardwood Adjusted Sale Price $81,000,000
Building 2-Story Garden (A-) Secondary Flooring Luxury Carpet Adj. Price/Unit $270,000
Frame And Wood, Combination, Wood Washer/Dryer Included All Units Adj. Price/BR $197,561
Construction Siding And Brick Veneer, Gable, Patio Balcony, Dishwasher, Garbage Adj. Price/SF $314
Composite Shingle ; - '
P g Dlgposal, WaIl_( In Closet, Microwave, Buyer Magellan Development
GBA 366759 Ceiling Fan, Tile Backsplash,
Vear Built 2020 Features High/Vaulted Ceilings, Pendant Seller Cross Development
_ Lighting, Recessed Lighting, Window Broker Roberto Casas
Quality Good Coverings, Breakfast Bar And Built-In Broker Company I
NRA 258136 Shelving
Broker Phone (469) 232-1939
Renovated .
Conditions Arm's Length
Condition Excellent .
Recording Info 0160450
BBQ Grill, Clubhouse, Fitness Center, . .
Pool, Sport Court, Dog Park, Picnic Verification WIS
» Area, Controlled Access, Gated Parking, Originator/Lender
Amenities . . y
Leasing Office, Business Center, On-Site
Manager, Spa, Volleyball Court And Yard
Games
General Unit Mix Income
Parking Type Surface, Attached Garage And # Avg Baths  SF Range Avg SF Potential Gross Rent $0.00/SF $0
Detached Garage 1-BR 198 1.0 597-946 743 Less Vacancy
Parking/Unit 1.82 28R 94 18 993-1,234 1,073 Potential Net Rent
Land Area 803856 SF; 18.454 Acres 1,260 - Less: Allowances
. 3-BR 8 1.8 1,260
Density 16 1,260 Other Income & Reimbs
Land-to-Building Ratio 2.19:1 Average 1.3 860  Effective Gross Income $0
Floor Area 5.926 Total 300 597 - 1,260 258,136 Less Operating Expenses
School District McKinney ISD Net Operating Income $3,256,200
County Parcel ID R2762742 NOI/Unit $10,854
!
Formerly Known As Cap Rate Actual 4.02%
ID # 6114967

Comments

Gray Branch Luxury Apartments is a 300-unit class A, garden style apartment complex in McKinney, TX. The eight building two-story property was built in 2020 and displays a high end
finish of its units and offers a number of typical amenities for its classification such as a pool, volleyball court, pet park, fitness center, clubhouse and controlled access/gated parking.
The property was sold November 1st by Cross Development to Magellan Development in an arms length transaction. The seller was represented by JLL. The sale price and cap rate
information were provided by parties privy to the transaction.
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Copeland
Class A Market-Rate Apartment Complex 336 Units 2045 S Forum Dr Grand Prairie TX 75052-1190
Property Units Transaction
Market Dallas (A) Unit Finishes Excellent Sale
Submarket Grand Prairie (B+) Appliances High-End Stainless-Steel Close Date 10/20/2022
Neighborhood Rating (B) Countertops Quartz Contract Price $90,720,000
Location Rating (A+) Cabinets Good W/Hardware Adjustments $0
Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $90,720,000
Building 3-Story Garden (A) Secondary Flooring Basic Carpet Adj. Price/Unit $270,000
Construction Wood, Combination, Flat, Washer/Dryer Included All Units Adj. Price/BR $183,273
GBA 340000 Dishwasher, Garbage Disposal, Adj. Price/SF $301
Year Built 2022 Features Mlc.rowave, Celll.ng Fan, Walk-In Closet, Buyer Copeland Grand Prairie LLC
Patio Balcony, Tile Backsplash, Pendant
Quality Excellent Lighting And Window Coverings Seller KIW Grand Prairie Venture LLC
NRA 301121 Broker
Renovated Broker Company CBRE
Condition Excellent Broker Phone
Clubhouse, Controlled Access, Fitness Conditions Arm's Length
Center, Pool, Business Center, Resort- Recording Info 20220276195
A it Style Pool, BBQ Grill, Outdoor Lounge, . . . .
menities Dog Park, Package Locker And Electric Verification Confidential
Vehicle (EV) Charging Stations Available Originator/Lender
On Site.
General Unit Mix Income
Parking Type Carport, Attached Garage And Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $0.00/SF $0
Parking/Unit 1.82 1-BR 198 1.0 624 - 936 724  Less Vacancy
Land Area SF; Acres 2-BR 117 2.0 993-1,307 1,114  Potential Net Rent
Densi - Less: Allowances
ty 3-BR 21 2.0 1,309 1,309
Land-to-Building Ratio - 1,309 Other Income & Reimbs
Floor Area 6.913 Average 14 89 Effective Gross Income $0
School District Grand Pairie ISD Total 336 624 -1,309 301,121 |ess Operating Expenses
County Parcel 1D igggggzggﬁgg;gggg' Net Operating Income $3,746,736
NOI/Unit $11,151
Formerly Known As Forum At Sara Jane, Wolff Multifamily Cap Rate Actual 4.13%

ID#

Comments

6133189

Copeland is a 336 unit, market-rate apartment complex that was constructed in 2022. The property is a three-story, garden style community with surface and garage parking. The
purchase price was confirmed by confidential parties privy to the transaction. No cap rate information or unusual sale conditions were reported. The property recently completed

construction and is almost stabilized as of the sale date.
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Class B Market-Rate Apartment Complex 321 Units 3700 Post Oak Blvd, Euless TX 76040-7577
Property Units Transaction
Market Fort Worth (A-) Unit Finishes Average-Good Sale
Submarket North Arlington (B+) Appliances Black And White Close Date 10/12/2022
Neighborhood Rating (A+) Countertops Epoxy-Surfaced Contract Price $66,126,000
Location Rating (B) Cabinets Good, No Hardware Adjustments $0
Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $66,126,000
Building 3-Story Low-Rise (B) Secondary Flooring Basic Carpet Adj. Price/Unit $206,000
Construction Wood, Masonry, Sloped, Composite Washer/Dryer Connections Adj. Price/BR $111,511
Shingle Breakfast Bar, Ceiling Fan, Dishwasher, Adj. Price/SF $216
GBA 305751 Garbage Disposal, High/Vaulted Buyer Station 3700 MF, LP
Year Built 2001 Features Ceilings, Microwave, Patio Balcony, !
. Recessed Lighting, Walk-In Closet And Seller Noel Management
Quality Average-Good Window Coverings Broker
NRA 305751 Broker Company NGKF
Renovated Broker Phone
Condition Average-Good Conditions Arm's Length
Business Center, Clubhouse, Controlled Recording Info D222246811
A it Access, Fitness Center, Gated Parking, . . .
menities BBQ Grill, Leasing Office, Package Verification Confidential
Locker And Pool Originator/Lender
General Unit Mix Income
Parking Type Carport And Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $19.31/SF $5,904,037
Parking/Unit 1.87 1-BR 9 1.0 745 - 782 764  Less Vacancy 5.00% $295,202
Land Area 561440 SF; 12.889 Acres 2-BR 178 1.8 913-1,020 985  Potential Net Rent $5,608,835
Densi 249 - Less: Allowances
ty 3-BR 47 2.0 1,217 1,217
Land-to-Building Ratio 1.84:1 1,217 Other Income & Reimbs
Floor Area 7.019 Average 1.6 952 Effective Gross Income $5,608,835
School District Total 321 745 - 1,217 305,751 Less Operating Expenses 50.00% $2,804,418
County Parcel ID 07064136; 07064144 Net Operating Income $2,804,417
Formerly Known As B!uffs At Paradise Creek, The, Paradise NOI/Unit $8,737
Hills Cap Rate Pro Forma 4.13%
ID # 6107002
Comments

Station 3700 is a 321-unit, market rate apartment complex that was constructed in 2001. It was reported that the property was renovated in 2015; however, no details on the number of
units or depth of the renovation. This was an arms-length sale of a Class B, unrestricted garden style apartment complex. The transaction was brokered by NGKF. The sale information
was provided by confidential parties privy to the transaction. The pro forma cap rate is based on the rents at the time of sale, a 95% occupancy rate, and a 50% operating expense ratio.
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Avilla Reserve

Document 250 Filed 05/30/23
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Class A Independent Living Facility 227 Units 11049 State Hwy 114

Property Units Transaction

Market Dallas (B) Unit Finishes Good Sale

Submarket Northwest Denton County (B) Appliances Stainless Steel Close Date 10/12/2022

Neighborhood Rating (B) Countertops Granite Contract Price $76,045,000

Location Rating (B) Cabinets Good W/Hardware Adjustments $0

Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $76,045,000

Building 1-Story Garden (B+) Secondary Flooring Basic Carpet Adj. Price/Unit $335,000

Wood And Frame, Masonry, Rock Washer/Dryer Included All Units Adj. Price/BR $157,770

Construction Stone, Wood Siding And Siding Not Ceiling Fan, Dishwasher, Garbage Adj. Price/SF $342

GBA 222640 Closet And Window Coverings Seller NEXMETRO RESERVE LP

Year Built 2020 Broker

Quality Good Broker Company Berkadia

NRA 222640 Broker Phone

Renovated Conditions Arm's Length

Condition Good Recording Info No Recording #

Amenities Clubhouse, Leasing Office, Pool, BBQ Verification Confidential

Grill And Dog Park Originator/Lender Not Disclosed

General Unit Mix Income

Parking Type Detached Garage And Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $25.60/SF $5,700,000
Parking/Unit 2.05 1-BR 64 1.0 637 - 637 637  Less Vacancy 6.00% $342,000
Land Area 871244 SF; 20.001 Acres 2-BR 71 2.0 960 - 960 960  Potential Net Rent $5,358,000
Densi 11 - Less: Allowances

Land-:/J-BuiIding Ratio 3.91:1 R o 20 1,12;636 1,236 Other Income & Reimbs 12.32% $702,000
Floor Area 5.111 Average 17 981 Effective Gross Income $6,060,000
School District Northwest ISD Total 227 637 - 1,236 222,640 |ess Operating Expenses 43.40% $2,630,000
County Parcel ID R766701 Net Operating Income $3,430,000
Formerly Known As NOI/Unit $15,110

ID # 3892 Cap Rate Pro Forma 4.51%

Comments

Avilla Reserve is a 227-unit market rate BFR apartment complex located at 11049 State Hwy 114 in Justin, Tx. The property was in good/new condition at the time of sale and 95%
occupied. The purchase price was verified by a confidential source directly involved in the transaction. The purchase price reflects a 4.13% capitalization rate based upon the T-3
annualized income and T-12 expenses with $200 per unit in reserves. For our proforma, income was based upon in-place figures with slight modifications to market. Expenses were

based upon in-place figures with R&M decreased to market terms and taxes adjusted and based on an assessment at 80% of the purchase price. Each unit has a fenced backyard area

and patio. The property was actively marketed for sale by Berkadia.
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Bardin Greene Apartments

Class B Market-Rate Apartment Complex 285 Units 300 Bardin Greene Dr, Arlington, TX 76018
Property Units Transaction
Market Fort Worth (A-) Unit Finishes Average-Good Sale
Submarket Southeast (A) Appliances Stainless Steel And White Close Date 10/01/2022
Neighborhood Rating (A+) Countertops Laminate Contract Price $58,000,000
Location Rating (A) Cabinets Good, No Hardware Adjustments $0
Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $58,000,000
Building 2-Story Garden (B) Secondary Flooring Basic Carpet Adj. Price/Unit $203,509
Construction Frame, Brick And Wood Siding, Gable Washer/Dryer Connections Adj. Price/BR $132,723
And Hip, Composite Shingle Dishwasher, Garbage Disposal, Ceiling Adj. Price/SF $239
GBA 252416 Features Fan, Microwave,. Walk-In Clo_set, Built-In Buyer Magma Equities Holdings LLC
. Shelving And Window Coverings
Year Built 2001 Seller Bardin Greene DST
Quality Average-Good Broker
NRA 242896 Broker Company Marcus & Millichap
Renovated Broker Phone
Condition Average-Good Conditions Arm's Length
Leasing Office, Controlled Access, Recording Info D223054263
Clubhouse, Business Center, Fitness
Amenities Center, Pool, Sport Court, Laundry Verification Confidential
Facilities, Courtyard, Picnic Area And Originator/Lender
Private Garages
General Unit Mix Income
Parking Type Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $19.43/SF $4,719,600
Parking/Unit 2.28 1-BR 152 1.0 605 - 750 669  Less Vacancy 6.50% $306,774
Land Area 690804 SF; 15.859 Acres 2-BR 114 2.0 900 - 1,167 1,022  Potential Net Rent $4,412,826
Density 17.96 38R 19 20 1,295 - 1,205 Less: Allowances
Land-to-Building Ratio 2.74:1 1,295 Other Income & Reimbs 11.23% $530,123
Floor Area 5.576 Average L5 852 Effective Gross Income $4,942,949
School District Arlington ISD Total 285 605 - 1,295 242,896 |ess Operating Expenses 51.47% $2,544,186
County Parcel ID 07697201 Net Operating Income $2,398,763
Formerly Known As NOI/Unit $8,417
ID # 6132614 Cap Rate Pro Forma 4.14%

Comments

This property is located in Arlington, Texas and currently under contract as part of a three-property portfolio to Magma Equities Holdings LLC (Buyer) for an allocated purchase price of
$58,000,000. The portfolio as a whole is being purchased for $230,000,000. The property was in average condition at the time of contract and 97% occupied. The property has received
minor renovations with vinyl-plank flooring and stainless-steel appliances in a small number of units. The buyer plans to renovate and reposition the asset. However, we have analyzed
the sale in its As- Is condition. For our proforma, income was based upon in-place figures with slight modifications to market. Expenses were based upon in-place figures with slight
modifications to market. the estimated amount of taxes was based on the assessment being adjusted to 75% of the contract purchase price.
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Falcon Lakes

Class B Market-Rate Apartment Complex 248 Units 6504 Falcon River Way Arlington TX 76001-2831
Property Units Transaction
Market Fort Worth (A-) Unit Finishes Average Sale
Submarket Southeast (A) Appliances White Close Date 09/16/2022
Neighborhood Rating (A+) Countertops Formica Contract Price $41,760,000
Location Rating (B) Cabinets Refinished Original W/Hardware Adjustments $0
Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $41,760,000
Building 3-Story Garden (B-) Secondary Flooring Basic Carpet Adj. Price/Unit $168,387
Construction Wood And Frame, Brick Veneer And Washer/Dryer Connections Adj. Price/BR $108,750
Stucco, Hip, Composite Shingle Dishwasher, Garbage Disposal, Ceiling Adj. Price/SF $200
GBA 209280 Features Fan, Walk—Ip Clpset, Patiq Balcony, Buyer MACK (ARLINGTON) LLC
Year Built 2002 Recessed Lighting And Window
Coverings Seller FALCON LAKES LTD
Quality Average Broker
NRA 209280 Broker Company Eastdil Secured
Renovated Broker Phone
Condition Average Conditions Portfolio Sale
Leasing Office, Gated Parking, Recording Info D222229292
A it Clubhouse, Laundry Facilities, Pool, . . ) .
menities Fitness Center, Business Center And Verification Confidential 3rd Party
BBQ Grill Originator/Lender
General Unit Mix Income
Parking Type Other # Avg Baths  SF Range Avg SF Potential Gross Rent $19.88/SF $4,160,448
Parking/Unit 1.98 1-BR 120 1.0 689 - 689 689  Less Vacancy 5.00% $208,022
Land Area 760122 SF; 17.450 Acres 2-BR 120 2.0 976 - 976 976 Potential Net Rent $3,952,426
Densi 14 - Less: Allowances
ty 3-BR 8 2.0 1,185 1,185
Land-to-Building Ratio 3.63:1 1,185 Other Income & Reimbs
Floor Area 4.804 Average 1.5 844 Effective Gross Income $3,952,426
School District Kennedale ISD Total 248 689 - 1,185 209,280 |ess Operating Expenses 50.00% $1,976,213
County Parcel ID 40012964 Net Operating Income $1,976,213
Formerly Known As NOI/Unit $7,969
ID # 6133728 Cap Rate Pro Forma 4.73%

Comments

This was an arms-length sale of a Class B, unrestricted apartment complex. This transaction was representative of "market" to the best of the appraiser's knowledge. The pro forma cap
rate information is based on rents at the time of transaction, and the expenses are market proforma. Reportedly, this property was part of a 34-property portfolio transaction.
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Creekside South
Class A Market-Rate Apartment Complex 252 Units 3400 McMillen Rd, Wylie, TX 75098
Property Units Transaction
Market Dallas (A) Unit Finishes Good Sale
Submarket Plano/Allen/McKinney (A) Appliances Stainless Steel Close Date 08/18/2022
Neighborhood Rating (B+) Countertops Granite Contract Price $64,000,000
Location Rating (A+) Cabinets Good W/Hardware Adjustments $0
Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $64,000,000
Building 3-Story Garden (B+) Secondary Flooring Basic Carpet Adj. Price/Unit $253,968
Construction Masonry, Brick And Rock Stone, Gable Washer/Dryer Included All Units Adj. Price/BR $152,381
And Hip, Composite Shingle Dishwasher, Garbage Disposal, Adj. Price/SF $271
GBA 332047 Microwave, Ceiling Fan, Walk-In Closet, Buyer 3400 McMillen Borrower LLC
. Patio Balcony, High/Vaulted Ceilings,
Year Built 2015 )
. Features Pendant Lighting, Recessed Lighting, Seller Creekside South Gardens, LP
Quality Good Built-In Shelving, Window Coverings Broker
NRA 235992 And Breakfast Bar Broker Company
Renovated Broker Phone
Condition Good Conditions Arms-Length
Leasing Office, Controlled Access, Recording Info 0112371
Clubhouse, Fitness Center, Business o .
Amenities Center, Resort-Style Pool, BBQ Grill, Verification Confidential
Outdoor Lounge, Firepit, Originator/Lender
Cabana/Pergola, Dog Park, Courtyard
And Picnic Area
General Unit Mix Income
Parking Type Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $19.85/SF $4,683,600
Parking/Unit 1.79 1-BR 96 1.0 780 - 780 780  Less Vacancy 5.70% $266,965
Land Area 804771 SF; 18.475 Acres 2-BR 144 1.8 903 -1,037 1,015  Potential Net Rent $4,416,635
Densi 13 - Less: Allowances
ty 3-BR 12 2.0 1,250 1,250
Land-to-Building Ratio 2.42:1 1,250 Other Income & Reimbs 13.02% $610,000
Floor Area 5.418 Average 15 936 Effective Gross Income $5,026,635
School District Total 252 780 - 1,250 235992 Less Operating Expenses 48.91% $2,458,557
County Parcel ID R-6589-000-0010-1 Net Operating Income $2,568,078
Formerly Known As NOI/Unit $10,191
ID # 225 Cap Rate Pro Forma 4.01%

Comments

The property was 96% occupied at the time of sale and in good condition. The purchase price was verified by the purchase and sales agreement. The purchase price reflects a 3.89%
capitalization rate based upon the T-12 NOI annualized income, inclusive of $200 per unit in reserves. For our proforma, income was based upon in-place figures with slight modifications

to market. Expenses were based upon in-place figures with several categories decreased to market terms and taxes increased to approximately 75% of the purchase price.
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Rent Comps Summary

Comp

Rent 1
Rent 2
Rent 3
Rent 4

Subject

Name

Gateway Pines
Gateway Oaks
Gateway Cedars

The Emerson At Forney Marketplace

Parc At Windmill Farms

Address

1200 N Gateway Blvd Forney TX 75126-0918
1105 N. Gateway Blvd.

1100 N Gateway Blvd Forney TX 75126-5190
300 Trailhouse Ln Forney TX 75126-2646

1003 Windmill Farms Blvd Forney TX 75126-
6326

YOC

2018
2016
2014
2019

2019

Units

337
313
334
320

272

Occ

92%
94%
97%
94%

89%

Avg SF

810
860
786
894

1,028

Rent SF

$1.73
$1.67
$1.65
$1.85

$1.67

Avg Rent

$1,404
$1,436
$1,296
$1,654

$1,719

App. 431
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Gateway Pines

Class A Market-Rate Apartment Complex 337 Units 1200 N Gateway Blvd Forney TX 75126-0918
Property Unit Mix

Market Dallas (A) Occupancy 92%

Submarket Mesquite/Seagoville (C+) Concessions None

Neighborhood Rating (B-) As Of 05/11/2023

Location Rating (A+) Summary

Building . Contract

# Units Avg Baths SF Range Avg SF Quoted Rent  Contract PSF Quoted PSF

Building 3-Story Garden (B+) Rent

Construction Wood, Brick, , 1-BR 337 1.0 810 - 810 810 $0 $1,404 $0.00 $1.73
GBA 272856 Avg 1.0 810 $0 $1,404 $0.00 $1.73
Year Built 2018 Total 337 272,970 $0 $473,148

Quality Good Breakdown

NRA 272970 layout # Beds Baths SF Current Rent  Quoted Rent  Current PSF Quoted PSF
Renovated All Unit Types 337 1 1.0 810 $0 $1,404 $0.00 $1.73
Condition Good

Controlled Access, Clubhouse, Fitness
Amenities Center, Business Center, Pool, BBQ Grill
And Dog Park

General

Electric Sub-Meter; Tenant-Pay

Gas

Water/Sewer Sub-Meter; Tenant-Reimbursed

Trash Sub-Meter; Tenant-Reimbursed

Parking Type & Ratio Detached Garage, Carport And Surface,

Land Area 566193 SF; 12.998 Acres

County Parcel ID 190873

PM Company

Formerly Known As

ID # 6138683

Comments

The market rents and occupancy reflect rates and occupancy as of February 2023.
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Gateway Oaks
Class A Market-Rate Apartment Complex 313 Units 1105 N. Gateway Blvd.
Property Unit Mix

Market Dallas (A) Occupancy 94%

Submarket -(C+) Concessions None

Neighborhood Rating (B) As Of 05/12/2023

Location Rating (A+) Summary

Building _ Contract

# Units Avg Baths SF Range Avg SF Quoted Rent  Contract PSF Quoted PSF

Building 3-Story Garden (B+) Rent

Construction Brick 1-BR 313 1.0 860 - 860 860 $0 $1,436 $0.00 $1.67

GBA 269086 Avg 1.0 860 $0 $1,436 $0.00 $1.67

Year Built 2016 Total 313 269,180 $0 $449,468

Quality Good Breakdown

NRA 269180 layout # Beds Baths SF Current Rent  Quoted Rent  Current PSF Quoted PSF
Renovated All Unit Types 313 1 1.0 860 $0 $1,436 $0.00 $1.67
Condition Good

Controlled Access, Clubhouse, Fitness
Amenities Center, Business Center, Pool, BBQ Grill,
Dog Park And Storage Units

General

Electric Sub-Meter; Tenant-Pay

Gas

Water/Sewer Sub-Meter; Tenant-Reimbursed
Trash Sub-Meter; Tenant-Reimbursed
Parking Type & Ratio Detached Garage, Carport And Surface,
Land Area 0 SF; 0.000 Acres

County Parcel ID 190829

PM Company

Formerly Known As

ID # 2722

Comments

The market rents and occupancy reflect rates and occupancy as of February 2023. This property offers covered parking for $35/month and detached garages for $100/month. Select
units feature granite countertops.
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Gateway Cedars

Class A Market-Rate Apartment Complex 334 Units 1100 N Gateway Blvd Forney TX 75126-5190
Property Unit Mix
Market Dallas (A) Occupancy 97%
Submarket Mesquite/Seagoville (C+) Concessions None
Neighborhood Rating (B) As Of 05/12/2023
Location Rating (A+) Summary
Building . Contract
# Units Avg Baths SF Range Avg SF Quoted Rent  Contract PSF Quoted PSF
Building 3-Story Garden (B+) Rent
Construction Frame, Brick Veneer, , Composite 1-BR 334 1.0 786 - 786 786 $0 $1,296 $0.00 $1.65
Shingle Avg 1.0 786 $0 $1,296 $0.00 $1.65
GBA Total 334 262,524 $0 $432,864
Year Built 2014 Breakdown
Quality Good layout # Beds Baths SF Current Rent  Quoted Rent  Current PSF Quoted PSF
NRA 262524 All Unit Types 334 1 1.0 786 $0 $1,296 $0.00 $1.65
Renovated
Condition Good
Clubhouse, Controlled Access, Fitness
Amenities Center, Business Center, Pool, BBQ Grill,
Dog Park And Storage Units
General
Electric Sub-Meter; Tenant-Pay
Gas
Water/Sewer Sub-Meter; Tenant-Reimbursed
Trash Sub-Meter; Tenant-Reimbursed
Parking Type & Ratio (liael"port, Detached Garage And Surface,
Land Area 0 SF; 0.000 Acres
County Parcel ID 189098

PM Company
Formerly Known As
ID #

Comments

Amalgamated Management

6138719

The market rents and occupancy reflect rates and occupancy as of February 2023. This property offers covered parking for $25/month and detached garages for $75 per month.
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The Emerson at Forney Marketplace

Class A Market-Rate Apartment Complex 320 Units 300 Trailhouse Ln Forney TX 75126-2646
Property Unit Mix
Market Dallas (A) Occupancy 94%
Submarket Mesquite/Seagoville (C+) Concessions None
Neighborhood Rating (B-) As Of 05/12/2023
Location Rating (A+) Summary
Building . Contract
# Units Avg Baths SF Range Avg SF Quoted Rent  Contract PSF Quoted PSF
Building 2-Story Low-Rise (B+) Rent
Conetruction Frame, Masonry, Gable, Composite 1-BR 320 1.0 894 - 894 894 $0 $1,654 $0.00 $1.85
Shingle Avg 1.0 894 $0 $1,654 $0.00 $1.85
GBA 300476 Total 320 286,080 $0 $529,280
Year Built 2019 Breakdown
Quality Good layout # Beds Baths SF Current Rent  Quoted Rent  Current PSF Quoted PSF
NRA 286080 All Unit Types 320 1 1.0 894 $0 $1,654 $0.00 $1.85
Renovated
Condition Good
BBQ Grill, Clubhouse, Controlled
Amenities Access, Fitness Center, Pool, Sport
Court, Dog Park And Business Center
General
Electric Sub-Meter; Tenant-Pay
Gas
Water/Sewer Sub-Meter; Tenant-Reimbursed
Trash Sub-Meter; Tenant-Reimbursed
Parking Type & Ratio Surface, Carport And Detached Garage,
1.75
Land Area 0 SF; 0.000 Acres
County Parcel ID 177858

PM Company
Formerly Known As
ID #

Comments

CESM Real Estate

6109685

The market rents and occupancy reflect rates and occupancy as of February 2023. This property has covered parking for $35/month and detached garages for 150/month. Select units
feature premium countertops.
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Case 3

MGTCO:  SUNRIDGE

YEAR BUILT 2019

2023
PILLAR INCOME RESIDENTIAL OPERATING BUDGET

PRINTED:
FILE NAME:

15-May-23

PARCWINDMILL-23

09:20 AM

279,648
1ST STABLE MONTH/ PURCHASE DATE  Nov-19 MET RENTABLE SQ. FEET RENT INCREASES. POTENTIAL | POSSIBLE
propERTY.: PARC AT WINDMILL FARMS FOR THE BUDGET PERIOD BEGINNING MUMBER OF UNITS: 272 Avg. rentiunit Dec-22 | 1.708 1,550
CITY/sT:  FORNEY FOR THE BUDGET PERIOD ENDING AVERAGE UNIT SIZE Avg. rentiunit Dec-23 1,759 1673
OWNER: SPC Percentage Increase: 2.93% 7.94%
|
[Jan-23 Feb-23 Mar-23 Apr-23 May-23  Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 | Dec-22
AVERAGE RENT/UNIT - POTENTIAL: 1,709 1,719 1719 1,729 1729 1739 1739 1,749 1,749 1,759 1.753 1,759 1,709
AVERAGE RENT/SQ FT. - POTENTIAL: 166 167 167 168 168 1.69 1.69 1.70 1.70 171 17 171 1.66
% INCREASE FROM PRIOR MO: 10.00 10.00 10.00 10.00 10.00
% INCREASE FROM PRIOR MO: 0.59% 0.58% 0.58% 0.58% 0.57%
AVERAGE RENT/UNIT - POSSIBLE: 1555 1,564 1575 1.501 1,609 1,624 1,640 1,653 1,662 1,668 1672 1673 1.550
AVERAGE RENT/SQ.FT. - POSSIBLE: 1.51 152 153 155 156 158 1.60 161 162 162 163 163 151
$ INCREASE FROM PRIOR MO 5.00 9.00 11.00 16.00 18.00 15.00 16.00 13.00 9.00 6.00 4.00 1.00
% INCREASE FROM PRIOR MO: 0.32% 0.58% 0.70% 1.02% 1.13% 0.93% 0.99% 0.79% 0.54% 0.36% 0.24% 0.06%
|
PHYSICAL OCCUPANCY: 95.00% 96.00% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.33% | AVERAGE OCCUPANCY | % OF TOTAL |
Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 TOTAL $ISQFT S/UNIT POSSIBLE |
REVENUES
GROSS POTENTIAL RENT PER SCHEDULE 464,800 467,520 467,520 470.240 470,240 472960 472960 475,680 475,680 478,400 478.400 478400 | 5,672,799 2020 20,856 107.03%
(LOSS)/ GAIN TO LEASES (41,894) (42,046) (39.157) (37.543) (32.671) (31,151) (26.871) (26,001) (23.719) (24.719) (23.681) (23.220) | (372,682) {1.33) (1.370) -7.03%
TOTAL POSSIBLE RENT PER LEASES 422,906 425474 428,363 432,897 437,569 441,809 446,089 449,679 451,961 453,681 454,719 455171 | 5,300,117 18.95 19,486 100.00%
VACANCY LOSSES 23.240 18,701 16,363 16,458 16,458 16,554 16,554 16.649 16.649 16,744 16,744 16,744 207 858 0.74 764 392%
TOTAL OTHER RENTAL LOSSES 5,330 5,349 531 5403 5,440 5472 5,504 5531 5,548 5,561 5,568 5672 65,649 023 241 1.24%
TOTAL RENTAL LOSSES 28,570 24,050 21734 21,861 21,898 22,026 22,058 22.180 22.197 22,305 232 22318 273,507 0.98 1,008 5.16%
NET RENTAL REVENUE 394,336 401,424 406,629 410,836 415,671 419,783 424,031 427,499 429,764 431,376 432,407 432855 | 5,026,610 17.97 18,480 94.84%
TOTAL OTHER REVENUE 13.260 15,800 20,455 19,400 20,180 24,255 20960 20.960 21525 16,280 13,840 16,455 223,470 0.80 822 4.22%
TOTAL REVENUES 407,596 417,224 427,084 430,236 435,851 444,038 444,991 448,459 451,289 447,656 446,347 449,310 5,250,080 18.77 19,302 99.06%
OPERATING EXPENSES
PERSONNEL 29,504 27,655 26,008 30,049 28,123 28512 30,489 28.538 28.424 30,610 28,562 28,531 347,025 124 1276 6.55%
MANAGEMENT FEES 11437 11,705 11,980 12,069 12,226 12453 12,481 12,579 12,659 12,561 12,527 12,610 147,287 053 541 278%
ADMINISTRATIVE 6,139 4674 4.784 3.024 3024 4,034 3924 3924 4234 5.074 4.269 4.379 53,286 0.19 196 1.01%
LEASING 3,661 4,281 4481 4.736 4,766 5,166 4,896 4,996 4511 4,661 3726 3466 53,445 0.19 196 1.01%
UTILITIES 3949 6.708 4,074 5,523 4,568 5188 5611 6,445 5,777 6,943 3.334 3872 62,011 022 228 117%
SERVICES 5195 5120 5,045 5420 4,895 4,820 4,745 4,670 5,045 4.520 4445 4,370 58,290 o 214 1.10%
CLEANING & DECORATING 1124 3124 3.866 6,362 7.124 7,124 7,640 7,640 4,866 3.866 1,866 921 55,547 0.20 204 1.05%
REPAIRS & MAINTENANCE 1,995 1,995 2.345 2.545 2,745 2,995 2,995 2,745 2,245 2,045 1,995 1,995 28,640 0.10 108 0.54%
PROPERTY TAXES 79.148 79.148 79,148 79,148 79,148 79,148 79,148 79,148 79.148 79,148 79,148 79,148 949,770 340 3492 17.92%
PROPERTY INSURANCE 9,740 9,740 9,740 9.740 9,740 9,740 9,740 9,740 9,740 9,740 9,740 9,740 116,886 042 430 2.21%
TOTAL OPERATING EXPENSES 151,893 154,150 153,472 159,536 157,280 159,181 161,670 160,426 156,749 159,168 149,632 149,032 1,872,188 6.69 6,883 35.32%
NET OPERATING _znc-sl nluu_..:uu nlew‘eq.n 273,612 270,700 278,571 284,857 283,321 288,033 nle_n‘u.n._ nluu.auu .p.lmn..:u 300,278 u.u.:.weln 12.08 12,419 63.73%
PROPERTY REPLACEMENTS
RECURRING 3,865 3,865 3.865 3,865 3,865 3,865 3,865 3,865 3,865 3865 3.865 3,865 46,385 017 17 0.88%
NON-RECURRING (includes Property Loss ___ 8,269 869 32.219 8.869 22319 18,859 7.069 10,869 6,319 7,869 1.319 869 125,726 0.45 462 237%
TOTAL PROPERTY REPLACEMENTS 12134 4734 36,084 12,734 26,184 22,734 10,934 14734 10.184 1,734 5,184 4734 172,11 0.62 633 325%
NET RESERVE ACTIVITY 6,800 6,800 6,800 6,800 6,800 6,800 6,800 6,800 6,800 6,800 6,800 (13.600) 61,200 0.22 225 1.15%
AVAILABLE FOR DEBT SERVICE 236,769 251,540 230,728 251,185 245 587 255,323 265,587 266,499 277,556 269,954 284,731 309,143 | 3,144,581 1124 11,561 59.33%
DEBT SERVICE 149,256 149,256 149,256 9,256 149,256 149,256 149,256 149,256 149,256 149,256 149,256 9.256 | 1,791,071 6.40 6,585 33.79%
CASH FLOW 87,513 102,284 81,472 101,909 96,331 106,067 116,331 117,243 128,300 120,698 135,475 159,887 1,353,510 4.84 4,976 25.54%
PAGE 2 OF 12
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Job #: 23.SW.8885.TX6138765

MARKET-RATE APARTMENT COMPLEX

BELLWETHER RIDGE

841 S Polk St Desoto TX 75115-7500

Please direct inquiries to:
Jason Ribelin
jribelin(@apprise.us | 405-517-6917

APPRISE BY WALKER & DUNLOP
1919 McKinney Ave, Suite 100
Dallas, TX 75201

PPRISE

"WALKER* DUNLOP
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PPRISE

"WALKERDUNLOP

May 15, 2023

Erik Johnson

Southern Properties Capital, Ltd.
1603 LBJ Freeway

Suite 800

Dallas, TX 75234

A Retrospective Restricted Appraisal Report of Bellwether Ridge
a 150 unit, market-rate apartment complex
located at 841 S Polk St Desoto TX 75115-7500

Per the request and authorization of our above-mentioned client, Apprise By Walker & Dunlop has prepared the following retrospective restricted
appraisal report outlining the findings, conclusions, and market value estimates of the referenced property. This is a Restricted Appraisal Report
which is intended to comply with the reporting requirements set forth under Standards Rule 2-2(c) of the Uniform Standards of Professional Appraisal
Practice (USPAP) for a Restricted Appraisal Report. As such, it presents minimal to no discussion of the data, reasoning, and analyses that were used
in the appraisal process to develop the appraiser's opinion of value. Supporting documentation concerning the data, reasoning, and analyses is
retained in the appraiser's file(s). Without having access to the appraiser's work-file, the report may not contain supporting rationale for all of the
opinions and conclusions set forth in the report. The depth of discussion contained in this report is specific to the needs of the client and for the
intended use stated above. The appraisers are not responsible for unauthorized use of this report.

The Income Approach to value was developed herein for the retrospective date of value as of February 21, 2023. A summary of improved sales was
included to support the value via the Income Approach. The Cost Approach was not necessary for credible assignment results given the subjectivity
of estimating depreciation and the propensity of market participants to analyze only the two market-driven valuation methods for similar, existing
property. This omission, in no way, detracts from our findings and value estimate(s).

Based on the market data and analyses contained herein, the following estimate(s) of market value were derived:

Premise Interest Date Value Per Unit

As Is Leased Fee February 21, 2023 $31,200,000 $208,000

Project Highlights

« The subject is a garden-style apartment with 150 units built in 2019, with an average unit size of 937 square feet, and situated on 7.389 acres.
The subject is currently 94.7% occupied, and our projected stabilized occupancy is 94.0%.

« The subject property is currently under contract for $27,000,000. Based upon our analysis herein, the purchase price appears to be well below
market value.

« The subject’s stabilized, effective market rent was estimated to be $1,649/month ($1.76/SF), which was found to be roughly 4.1% above the
current in-place rent.

COVID-19

While COVID-19 continues to be a global health concern, the effects of the pandemic appear to be waning. Nevertheless, there are macroeconomic
uncertainties in regard to inflationary pressures, regional bank turmoil, and global/national geopolitical issues. Pricing for multifamily assets appears to
have peaked sometime around 2Q2022 due to strong market conditions and historically low capitalization rates at the time. Notably, the Federal
Funds Rate has increased nine times in the past 12 months totaling 475 basis points to try and stave off inflation resulting in increased capital costs.
Additional rate increases are possible in 2023 as the Fed is indicating the banking system is resilient and well-capitalized yet acknowledges that
inflation is slowing.
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Market participants have reported increased capitalization rates for multifamily product as buyers adapt to the increased borrowing costs and market
uncertainties. Concerns of a looming recession has caused a pullback by lenders. Given the rising mortgage rates, capitalization rate decompression
has occurred and rent growth has decelerated and-or turned negative in some markets. Due to the recent slowdown in number of transactions, there
is limited market evidence to determine a specific impact on values. Where possible, our valuation reflects the comments and outlook of the market
participants active in the subject’s area.

Reliance Language

It is our intent to comply with the following regulatory sources: 12 CFR, Subpart C - Subsection 34.42(g), Department of the Treasury, Office of the
Comptroller of the Currency; the Uniform Standards of Professional Appraisal Practice (USPAP); and the Code of Professional Ethics and Standards of
Professional Appraisal Practice of the Appraisal Institute. The undersigned have experience appraising similar properties in the market area, and
therefore comply with the competency rule as mandated in USPAP. This report is the sole property of Apprise and the intended user(s) stipulated
herein. Apprise is not liable for recipient’s disbursement to any third parties and/or use for any purposes other than the specified intended use.

Extraordinary Assumptions

EXTRAORDINARY ASSUMPTION: an assignment-specific assumption as of the effective date regarding uncertain information used in an analysis
which, if found to be false, could alter the appraiser’s opinions or conclusions.

This appraisal is developed on the premise of the following extraordinary assumptions:

« We relied on public record for real estate tax information, site size, zoning information and in some cases building size. We assume this
information is accurate, if additional information indicates otherwise we reserves the right to amend our conclusions.

« We assume the subject is not encumbered by any detrimental easements or encroachments, should a title report indicate otherwise we reserve
the right to amend our conclusion.

« All unit sizes, unit count, lease rates, and operating data are true and accurate as presented herein.

« The subject was inspected by an appraiser on November 22, 2022 which is approximately three months before the effective date of February 21,
2023. The property is assumed to be in similar condition with exception of standard depreciation. We reserve the right to make changes should
this be found to be false, inaccurate, and/or misleading.

Hypothetical Conditions

HYPOTHETICAL CONDITION: a condition, directly related to a specific assignment, which is contrary to what is known by the appraiser to exist on the
effective date of the assignment results but is used for the purpose of analysis. Comment: Hypothetical conditions are contrary to known facts about
physical, legal, or economic characteristics of the subject property; or about conditions external to the property, such as market conditions or trends;
or about the integrity of data used in an analysis.

This appraisal is developed on the premise of the following hypothetical conditions:
« This appraisal employs hypothetical conditions with respect to the retrospective date of the analysis. In a retrospective analysis, evaluation is
based on what was perceived by the market and its' participants as opposed to what actually transpired. The projected income levels for the

"coming year" are known to be false given actual data is currently available. Our projection is based on the perceived market as of the reported
retrospective date(s).

Respectfully,

7

Jason Ribelin | Senior Director John Jordan | Managing Director

Texas Certified General TX 1380338 G Texas Managing Director TX 1321156 G
jribelin@apprise.us jiordan@apprise.us

405-517-6917 214-693-4419
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Executive Summary

Assignment Improvements
Report Type Appraisal Report Status Existing
Report Date May 15, 2023 Year Built 2019
Client Southern Properties Capital, Ltd. Year Renovated
Date of Inspection November 21, 2022 Pending CapEx N/A
Gross Building Area 167,717 SF
Property Net Rentable Area 140,511 SF
Property Type Market-Rate Apartment Complex Number of Units 150 Units
Property Name Bellwether Ridge Average Unit Size 937 SF
Address 841 S Polk St Desoto TX 75115-7500 One-Bedroom Units 84
School District DeSoto Independent School District Two-Bedroom Units 66
Investment Class A Density 20
Land-to-Building Ratio 1.92:1
Economics Total Buildings 10
Current Occupancy 94.7% Residential Buildings 9
Stabilized Occupancy 94.0% Non Residential Buildings 1
In-Place Contract Rent $1,583/Mo. ($1.71/SF) Stories 1-3
Mkt. Concluded Rent. $1,649/Mo. ($1.76/SF) Construction Frame Type Wood
Stabilized NOI $1,514,708 Building Type Garden
Current Mkt. Cap Rate 4.85% Construction Class D
Exterior Walls Brick
Market Sale Roof Type Gable

Typical Buyer Profile
Exposure Time

Marketing Time

National And Regional Investor
Six Months Or Less
Six Months Or Less

Roof Surface
Construction Quality

Condition

Composite Shingle
Average

Average-Good

Economic Life 50 Years
site Effective Age 3 Years
Net Primary Site Area 7.389 Acres; 321,868 SF Remain. Economic Life 47 Years
Primary Site Shape Irregular
Number of Parcels 2
Excess Land Area -

Topography Generally Level
Zoning PD-74
Parking 260 Spaces
Value Conclusions
As Is
Interest Leased Fee
Date February 21, 2023

Sales Comparison Approach
Income Capitalization Approach
Final Conclusions

$/Unit

Bellwether Ridge

N/A
$31,200,000
$31,200,000
$208,000

App. 464
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Introduction

The Property

Identification
« Physical Address: 841 S Polk St Desoto TX 75115-7500

« Legal Description: See Survey in Addendum
e Tax Assessor's Parcel ID: 200547500A1A1A000; 200547500A3A1A000

Ownership History
The subject title is currently recorded in the name of D4DS, LLC who acquired title to the property from DeSoto Development, LLC on October 24,
2017 as vacant land and constructed the current improvements.

Three-Year Sales History
Research of the applicable public records, private data services and an interview of the current owner and/or broker revealed that the subject
property has not transferred during the past three years of the effective date of value stated in this report.

Subject Sales Status
According to documentation provided by the client, on October 18, 2022, the Court entered an Order Appointing Receiver by which Cortney C.
Thomas was appointed as Receiver for the subject property. According to the Receiver's Motion for Appointment,

"After the Receiver’s appointment, he consulted multiple industry professionals and brokers regarding the potential value of the Property and three
other similar projects (Parc at Windmill Farms in Forney, the Parc at Ingleside outside of Corpus Christi, and the Parc at Opelika in Alabama) that
involve both HUD loans serviced by Greystone and additional loans from Southern Properties to JMJ. Due to the uncertainty surrounding the
outstanding dispute with Southern Properties, the Receiver ultimately was unable to reach agreement to engage the brokers, who expressed unease
in marketing the properties due to Southern Properties’ ownership claims.

Despite difficulties listing the Property with a broker, the Receiver communicated with dozens of potential interested purchasers. Pursuant to the
Receivership Order and in accordance with the Administrative Order, the Receiver negotiated with these potential buyers. While most of the potential
purchasers ultimately were unwilling to submit offers on the Property, the Receiver obtained multiple offers on the Property, the highest of which was
a letter of intent submitted by Palmetto Capital Partners, LLC—on behalf of a joint venture (Polk Street 2023, LLC) between Palmetto and i3 Interests
LLC (collectively, “Palmetto/i3”)—on November 30, 2023 at a purchase price of $27,000,000.

During the following months, the Receiver and Palmetto/i3 engaged in protracted negotiations regarding the purchase and sale agreements for the
Property and one other related property. During this time, the Receiver continued to communicate with other potential interested purchasers, none of
whom provided higher offers than that received from Palmetto/i3. Finally, on February 21, 2023 the Receiver and Palmetto/i3 entered into a Purchase
and Sale Agreement, whereby the Receiver agreed, subject to Court approval and certain other contingencies outlined below, to sell the Property to
Palmetto/i3, which will assume the existing HUD loan, for a total of $27,000,000."

Based upon our analysis herein, it appears that the subject's market value was notably higher as of February 21, 2023.

Identification of the problem

This is a Restricted Appraisal Report which is intended to comply with the reporting requirements set forth under Standards Rule 2-2(c) of the
Uniform Standards of Professional Appraisal Practice (USPAP) for a Restricted Appraisal Report. As such, it presents minimal to no discussion of the
data, reasoning, and analyses that were used in the appraisal process to develop the appraiser's opinion of value. Supporting documentation
concerning the data, reasoning, and analyses is retained in the appraiser's file(s). The depth of discussion contained in this report is specific to the
needs of the client and for the intended use stated above. The appraisers are not responsible for unauthorized use of this report.

App. 465
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Scope of Work

In order to develop the opinion of value, Apprise employed the relevant and commonly accepted appraisal methods and principles to derive a credible
value conclusion. The appraiser(s) thoroughly performed an appraisal process, as set forth in Standard 1 by the Uniform Standards of Appraisal
Practice. The scope of the assignment relates to the manner and extent to which research is conducted, data is accumulated, and analysis is
conducted. In preparing this appraisal, the appraisers did the following:

« Researched the local area for comparable market data; utilized multiple data sources including but not limited to: CoStar, LoopNet, RCA, REIS
Reports, area brokers, buyers and sellers, as well as the appraiser’s internal database

« Interviewed local property owners, managers, brokers, buyers and sellers, and other various market participants familiar with competitive area
real estate

« Obtained various information from surrounding jurisdictions and reporting entities regarding comparable data, demographics, zoning, property
taxes, deed history, flood zones, utilities, transit, planned developments, income and expense data, etc.

« Most of the subject and market information is contained within our previous appraisal of the subject property completed at Colliers International
and dated December 9, 2022.

« Estimated the Retrospective market value using the Income Approach. We have not provided the narrative discussion of a Sales Comparison
Approach; although, we presented the sales in the addendum. These sales have been utilized as a check of reasonableness of the value
conclusion and in order to derive a reasonable capitalization rate. A traditional Cost Approach was not utilized. Please see the Appraisal Process
section of this report for additional discussion and explanation of the various approaches to value.

Please refer to the assignment conditions section for the basic and extraordinary assumptions, as well as the limiting and hypothetical conditions upon
which our value conclusions are made.

Intended User

The intended user of the appraisal is Southern Properties Capital, Ltd., its successor, and assigns; Client agrees that this Restricted Report is solely for
the use and benefit of Client. Although, the client is authorized to provide a copy in its entirety to Shamoun & Norman, LLP (legal counsel for client)
and the Northern District of Texas (Dallas, TX division; regarding Case No. 3:22-cv-2118-X) as additional intended users. No other users are intended
or authorized by Apprise, and no other parties should use or rely on this Restricted Report or any content in the report.

Intended Use
This restricted report is prepared to estimate the "As Is" Market Value as of February 21, 2023, the date that the court appointed Receiver and
Palmetto/i3 entered into a Purchase and Sale Agreement. The report is not intended or authorized for any other use.

Type and Definition of Value

The type of value analyzed in this Retrospective appraisal is market value at highest and best use as of February 21, 2023. The definition of value
employed in this report is Market Value as defined in 12 CFR - Part 34.42 (FIRREA), Department of the Treasury, Office of the Comptroller of the
Currency. Market Value means: the most probable price which a property should bring in a competitive and open market under all conditions requisite
to a fair sale, the buyer and seller each acting prudently and knowledgeably, and assuming the price is not affected by undue stimulus. Implicit in this
definition is the consummation of a sale as of a specified date and the passing of title from seller to buyer under conditions whereby:

« Buyer and seller are typically motivated;

« Both parties are well informed or well advised, and acting in what they consider their own best interests;

« A reasonable time is allowed for exposure in the open market;

« Payment is made in terms of cash in US dollars or in terms of financial arrangements comparable thereto; and

« The price represents the normal consideration for the property sold unaffected by special or creative financing or sales concessions granted by
anyone associated with the sale.

Retrospective Value

According to the Dictionary of Real Estate Appraisal (Fifth Edition, 2011), published by the Appraisal Institute, retrospective value opinion is defined
as, "A value opinion effective as of a specified historical date." In this case, we are providing the retrospective market value as of February 21, 2023
(“As Is").

App. 466
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Interest Appraised
This report and market value conclusions analyze the Leased Fee interest of the subject property with the following dates of value:

« AsIs Leased Fee February 21, 2023

The Leased Fee interest is defined by the Dictionary of Real Estate Appraisal as follows:

« A freehold (ownership interest) where the possessory interest has been granted to another party by creation of a contractual landlord-tenant
relationship (i.e., a lease).

Market Time & Exposure Period
Marketing Time is opinion of the amount of time it might take to sell a real or personal property interest at the concluded market value level during
the period immediately after the effective date of an appraisal.

Exposure Period is the estimated length of time that the property interest being appraised would have been offered on the market prior to the
hypothetical consummation of a sale at market value on the effective date of the appraisal.

App. 467
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Neighborhood Map

Geophy neighborhoods are individual or combinations of adjacent census block groups that have similar demographic and economic characteristics
that influence value: social, economic, governmental, and environmental factors. The following map illustrates the subject's location and surrounding
area as well as the subject neighborhood and specific boundaries. The neighborhoods are ranked and assigned a rating of A, B, C, and D relative to
the demographic and economic characteristics inclusive of rental data when available and proximity to amenities and employment.

The economic borders of the subject’s neighborhood are shown on the map above. Uses within the subject’s neighborhood are generally
characterized as 2000’s, multifamily buildings of low-to moderate-density and reflecting average maintenance levels. Supporting retail uses are
generally along I-34E and South Hampton Road. The subject’s neighborhood rating is B.

App. 469
Bellwether Ridge p.10



Case 3:22-cv-02118-X Document 250 Filed 05/30/23 Page 122 of 344 PagelD 8315 Taxes

Taxes

Assessment of real property is established by an assessor that is an appointed or elected official charged with determining the value of each property.
The assessment is used to determine the necessary rate of taxation required to support the municipal budget. A property tax is a levy on the value of
property that the owner is required to pay to the municipality in which it is situated. Multiple jurisdictions may tax the same property. The subject
property is located within Dallas County. The 2022 assessed value and property tax for 2022 is summarized in the following table.

In Texas, the amount of tax is determined by the product of the tax rate and the assessed valuation of the property. The tax rate is set each year by
the governing bodies of local taxing entities such as county commissioners, school boards, cities and special districts, usually in October. It includes
multiple individual charges for flood, schools, hospitals, utilities, and general city and county levies. The assessed valuation of each piece of property
is set by the county assessor according to state statutory guidelines. The subject’s 2022 tax burden based upon the 2022 assessment and 2022 tax
rates is detailed as follows:

The chart below details the subject's tax assessment history:

The State of Texas is a non-disclosure state, meaning that the sales price of a property does not have to be revealed to the public. Therefore,
property taxes are not automatically increased to the sales price of the property. Additionally, the Texas Constitution requires that taxation of
properties must be "equal and uniform." Therefore, the assessment for a property must be similar to comparable properties in the area. Based upon
our research of sales that have occurred in Dallas County over the last several years, reassessments for properties that recently sold can range
anywhere between 60% and 100%+ of the purchase price depending on location and quality class. Typically, reassessments for Class A properties fall
towards the upper end of the range while Class B/C fall towards the lower end of the range. In addition, the increases are not consistent and will
depend on if the appraisal district discovers the purchase price and the assessments of other properties in the area. Therefore, projecting a stabilized
assessment solely on percentage of purchase price is not appropriate in Dallas County. Therefore, the taxes comparables were also relied upon.

App. 470
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TAX COMPARABLES

To determine if the assessment and taxes on the subject property are reasonable, we considered historical information, as well as information from
similar properties in the market. They are illustrated in the table below.

The comparable properties reflect 2022 tax assessments ranging from $116,341 to $181,313 per unit with an average of $163,073 per unit. On a per
square foot basis, the comparables range from $144.49 to $223.10 per square foot with an average of $179.38 per square foot. The Subject’s 2022
assessment falls above the range of the tax comparables on a per unit basis and towards the upper end of the range on a per square foot basis.
Overall, it appears that the subject's current assessment is at the upper end or slightly above market.

During 2022, rents continued to increase but capitalization rates began to rise during the second half of the year due to rising interest rates. Given
the significant value increases over the last several years and assessment values being below true market value, it is reasonable to assume that the
appraisal district will continue to increase assessments across the board in 2023. Given this, we have increased the subject’s assessment by 3% in
anticipation of market wide increases in 2023 which is further supported by the historical trends. We note that our projected value to assessment
ratio is 92%. If the subject's assessment were to be increased above the tax comparables, the subject's assessment could be protested on an "equal
and uniform" basis assuming assessments weren't increased across the board. Overall, we have taken into consideration the future risk in taxes
increasing in our capitalization rate selection. The estimated stabilized taxes are detailed in the chart below:

App. 471
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Market Analysis

Overview

A variety of factors influence the performance of a property in the market. In this section, we provide an in-depth analysis of both the market in
which the subject property competes and its position within that market. Demographic comparisons are made to larger study areas such as the CBSA,
state and U.S. to place the historical and prospective performance of the subject trade area in context.

Dallas-Plano-Irving Market & Southern Dallas County Submarket

The property being appraised lies within the incorporated city limits of Forney. This places the property in what RealPage defines as the Dallas-
Plano-Irving apartment market and Southern Dallas County submarket — the Dallas-Plano-Irving, Texas MSA. Following is a discussion of the
historical, current, and forecasted apartment market conditions in the Dallas-Plano-Irving apartment market, along with the subject submarket and
specific competitive apartment projects that significantly impact the property being appraised. The data is extracted from the 4Q 2022 Dallas-Plano-
Irving, Texas Market Performance Summary report published by RealPage.

App. 472
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Highest and Best Use

Highest and best use is the reasonably probable use of a property that results in the highest value. The four criteria that the highest and best use
must meet are legal permissibility, physical possibility, financial feasibility, and maximum productivity.

Legally Permissible

Possible uses considering the site’s legal restrictions (zoning, deed, easements, etc.)

Physically Possible

Possible uses considering the site’s physical characteristics

Financially Feasible

Physically possible and legally permissible uses that yield a positive return on invested capital

“ Maximally Productive

The single use which meets all the prerequisite criteria and yields the greatest return on invested capital

To develop the highest and best use, which is integral to the development of market value, the property is viewed from two perspectives: the site as if
vacant and the property as improved. The highest and best use as improved examines the existing improvements and determines whether continued
use, modified use (renovation, conversion, or expansion), or demolition and redevelopment of the site is maximally productive. In addition to
consideration of the site’s use, the identification of the most likely user and the timing of the identified use are critical to the analysis of the highest
and best use.

As Vacant Analysis

Legally Permissible

The highest and best use of vacant land is typically found among those uses that are permitted by the zoning designation or deed restrictions
governing the property. The subject is zoned PD-74 by the City of Dallas which is open to a variety of potential uses. There are no known easements,
encroachments, covenants, or other use restrictions impacting the subject.

Physically Possible

The test of what is physically possible for the subject site considers the physical and locational characteristics that influence its highest and best use.
The site size is adequate for development and displays Generally Level topography with average access and average exposure. The site has access to
typical utilities. These attributes allow for a variety of legally permissible uses.

The appraisal principle of conformity, which holds that real estate value is created and sustained when the characteristics of a property conform to the
demands of its market, is of particular importance in the analysis of physically possible uses. With consideration for the principal of conformity, the
subject is surrounded largely by residential uses with some supportive commercial uses along the primary thoroughfares in the local area.

Financially Feasible

Based on the analysis of the subject market and construction costs, a new property similar to the subject would likely return a typical profit incentive
for a developer, given the stable vacancy and increasing rental rates in the competitive market. This data indicates achievable rent levels would
support new construction at present.

Maximally Productive
After consideration of all legal, physical, and financially feasible attributes, the development of development of a multi-family residential property as
market conditions warrant is determined to return the highest value of the site, indicating the highest and best use of the site as though vacant.

App. 480
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As Improved Analysis

Legally Permissible

Based upon our analysis of the subject property and zoning, the subject property is a Legal, Conforming. The surrounding uses are supportive of the
existing development and further support the physically possible indications that its highest and best use is for continued use as a multi-family
residential property.

Physically Possible

The existing improvements are consistent with similar multifamily uses in the area, with a unit mix and amenity package generally consistent with
market demands. Based on the physical and locational characteristics, the existing improvements meet the criteria for the continued use as a multi-
family residential property.

Financially Feasible
As presented in the Income Approach, the subject is projected to generate positive net income over the holding period. Therefore, continued use as
continued use as a multi-family residential property is financially feasible.

Further, alternative uses of the improvements are considered: continued use as is, modification (renovation, expansion, and/or conversion) to an
alternate use, or demolition and redevelopment.

As improved, the subject has been well received by the market and continued operation As Is is financially feasible.
Maximally Productive
After consideration of legal, locational, and physical attributes as well as potential alternative uses, it is our opinion that the existing improvements

contribute significantly to the site and continued use as a multi-family residential property is appropriate.

Most Probable Buyer
Based on our analysis, the most probable buyer for the subject, as improved, would be a national and regional investor.

App. 481
Bellwether Ridge p.22
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Income

The income capitalization approach estimates value by analyzing a property’s income generating capacity. This approach assumes that an asset’s
value is a function of the expected future benefits (cash flows) associated with it. These benefits, or cash flows, include the outflow an investor is
willing to pay today in return for the expected inflows each year from normal operations, as well as the expected reversion, or future sale price,
achieved at the end of the holding period.

There are three valuation methodologies associated with the income capitalization approach; the direct capitalization method, the yield capitalization
(DCF) and the effective gross income multiplier method. The direct cap method consists of estimating the net operating income generated in the next
full year of operations, and then capitalizing it, by means of a capitalization (cap) rate, into value. The yield capitalization method, also known as the
discounted cash flow (DCF), consists of estimating each individual cash flow expected during the holding period (including the reversion), and
discounting each of which to present value by means of a discount rate. The EGIM is derived by dividing the effective gross annual income of each
comparable into the sales price. The direct cap method is the simplest of the three, and most commonly relied upon by prospective investors for
multifamily properties (except for estimating IRR in equity returns analysis). Because apartment leases are typically 12 months or less, the next year’s
income estimate is less assumptive and thus more reliable than projecting the multiple cash flows associated with an entire holding period.

Based on the appraisal problem and scope of work previously defined in the Introduction section, the Direct Capitalization analysis was utilized. The
EGIM analysis and Discounted Cash Flow method were not developed.

Subject Rents

Analyzing a subject’s existing operations provides support for income and occupancy conclusions. Investors typically analyze in-place rents, recent
leasing, and occupancy with consideration given to historical and market supported annual changes.

Rent Roll Analysis

o Contract Rent uoted Rent
Unit Type MinSF  MaxSF AvgsF 7O %of TomlSF - Occ Vacant o Q
Units  Total ~ (NRA)  Units  Units Avg  Avg PSF PGR/Mo Avg  Avg PSF PGR/Mo
1-BR 699 878 792 84  56% 66,501 77 7 91.7% $1,434 $1.82 $110,423 $1,549 $1.96 $130,086
2-BR 1,067 1,276 1,121 66  44% 74,010 65 1 98.5% $1,760 $1.57 $114,377 $1,925 $1.72 $127,024
) ) ) #0of %of TotalSF Occ Vacant Contract Rent Quoted Rent
Unit Type | Detailed Size SF ) ) . % Occ
Units  Total ~ (NRA)  Units  Units Avg  Avg PSF PGR/Mo AVG  Avg PSF PGR/Mo
Al 699 39 26% 27261 37 2 94.9% $1,303 $1.86 $48,198 $1,410 $2.02 $54,981
A2 868 27 18% 23,436 22 5 81.5% $1,604 $1.85 $35,288 $1,707 $1.97 $46,083
A3 878 18 12% 15804 18 0 100.0% $1,497 $1.70 $26,937 $1,612 $1.84 $29,022
B1 1,067 42 28% 44814 42 0 100.0% $1,663 $1.56 $69,843 $1,827 $1.71 $76,733
B2 1,157 12 8% 13,884 11 1 91.7% $1,896 $1.64 $20,854 $2,042 $1.76 $24,503
B3 1,276 12 8% 15312 12 0 100.0% $1,973 $1.55 $23,680 $2,149 $1.68 $25,788
Total/Avg 937 150 140,511 142 8 94.7% $1,583  $1.71* $224,800 $1,714 $1.83 $257,110

**The calculated overall average contract $/mo and contract $/sf is based upon number of occupied units, weighted.

App. 482
Bellwether Ridge p.23
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Recent Leases
Recent leases within the last 180/90/60/30 days indicate that rents have started to stabilize or decrease slightly. However, this timeframe typically
reflects the slower leasing season and as the summer months approach effective rents are anticipated to trend upwards.

Income

Rent Comps

Following is @ map and summary of the most comparable properties to the subject, which are used to support income and occupancy assumptions for
the subject property.

Rent Comps Summary

Comp
Rent 1
Rent 2
Rent 3
Rent 4

Rent 5
Subject

Name

The Abigail Apartments

The Beacon On Westmoreland
Desoto Ranch

Legacy Of Cedar Hill

Bella Ruscello
Bellwether Ridge

Bellwether Ridge

Address

821 S Polk St Desoto TX 75115-7589

120 S Westmoreland Rd Desoto TX 75115-
5403

801 S Polk St Desoto TX 75115-7573

720 N Joe Wilson Rd Cedar Hill TX 75104-
6134

250 E Highway 67 Duncanville TX 75137-4429
841 S Polk St Desoto TX 75115-7500

YOC

2007

2021

2002

2003

2007
2019

Units

198

194

248

600

216
150

Occ

94%

95%

91%

90%

87%
95%

Avg SF
951
849
993
954

805
937

Rent SF Avg Rent
$1.77  $1,685
$1.93  $1,635
$1.81  $1,797
$1.43  $1,366
$1.90 $1,532
$1.83  $1,714

App. 483

Dist.
(mi)
0.10

2.13
0.22
5.08

5.09
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Rent Comps Analysis

The subject is property is considered to be a Class A, Garden community. This section analyzes only the most similar and competitive properties to the
subject for comparability. Following is a table summarizing the rent comparables. Adjustments were applied to account for material differences, on the

basis of overall location, overall improvements and amenities, utilities inclusions and other adjustments as needed.

[of Rents + Adj!
Subject 1 2 3 4 5

Property Name Bellwether Ridge The Abigail Apartments ~ The Beacon On Westmoreland Desoto Ranch Legacy Of Cedar Hill Bella Ruscello
City Desoto Desoto Desoto Desoto Cedar Hill Duncanville
Class A B A A A A
Building Type Garden Garden Garden Garden Garden Garden
Units 150 198 194 248 600 216
Submarket C+ C+ C+ C+ C+ C+
Neighborhood B B C B B- B-
Location A+ A+ A+ A+ A+ A+
Amenities A A A A- A A
Year Built 2019 2007 2021 2002 2003 2007
Quality Average Good Good Good Average-Good Average-Good
Condition Average-Good Good Good Good Average-Good Average-Good
Unit Finishes Good Average Good Average-Good Average-Good Average-Good
Parking Ratio 1.73 1.88 1.81 1.70
Occupancy 94.7% 94.4% 94.7% 91.0% 90.0% 87.0%
Property Adjustments
Overall Location B+ 0% 0% 0% 0% 0%
Overall Improvements B 0% -5% -5% 0% 0%
Amenities A 0% 0% 0% 0% 0%
Overall 0% -5% -5% 0% 0%
Utility & Other Adjustments

Included in Rent incl. adj. incl. adj. incl. adj. incl. adj. incl. adj.
Gas - - - -
Electric - - - -
Water/Sewer - - - -
TV/Internet - - - -
Trash - - - -
Tota - - - - -
Rent Comparable Adjustment Grid
The following tables adjust the comparables to the subject property quantitatively.
Based upon the adjusted rent comparables, it appears that the subject's quoted rents were above market. Therefore, we have projected market
rents more in line with the subject's in-place and recent leases. A 484
Bellwether Ridge PP p.25
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Potential Gross Rent (PGR)

Considering the most likely rental rates the subject units are each capable of commanding in the market, the overall subject property is projected to
generate the potential gross rental income (PGR) before other income, vacancy, and concessions, indicated in the table below.

The subject's average effective quoted rents are $1,714 per unit. We have relied heavily on the subject's average in-place rent, average of the recent
leases, and the rent comparables in order to determine market rent.

Based upon the current rent roll, the subject's actual collected rents average $1,583 per unit, which equates to $1.68 per square foot. These current
in-place rents are 4.1% less than our estimated market rents. Thus, the majority of the subject's in-place leases are below market and loss-to-lease
should trend downward over the next year as leases roll to market terms. Given this situation, we have utilized a loss to lease factor of 2.0%.

App. 485
Bellwether Ridge p.26
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Income

Operating Analysis

In our analysis and projection of the subject’s operating expenses, we considered the subject’s reported historical information, operating data from
comparables, and survey data, as available.

Market Operating Comparables
The following shows operating data of similar multifamily properties in the market and the data is considered reasonable, representative, and
supportive of the subject’s most likely operating expenses to be incurred by prudent ownership.

Operating Comparables

Market

Year Built

#Units

Expense Year

Income

PGR - Potential Gross Rent
Loss/(Gain) to Lease
Non-Revenue/Model Units
Vacancy
Bad Debt
Concessions

NRI - Net Rental Income
Parking & Storage Income
Utility Reimbursements
Other Income

EGI - Effective Gross Income

Expenses

Real Estate Taxes

Franchise Taxes

Property Insurance

Trash Removal

Utilities - Gas

Utilities - Electric

Utilities - Water & Sewer

Repairs & Maintenance

Management

Payroll

Advertising

General & Administrative

Non-Revenue/Model Units

Security Contract

Asset Specific

Total Operating Expenses

Total Operating Expenses Less
Property Taxes

NOI - Net Operating Income

Bellwether Ridge

DFW

2019

320

2021
%PGR

0.2%
17.6%
0.5%
2.8%

2.1%
3.9%
4.3%
89.1%
%EGI
21.7%
3.2%
1.7%

0.7%
2.9%
3.2%
2.8%
10.7%
2.4%
2.0%

0.3%

51.8%

30.0%

48.2%

$/Unit
$14,662
$36
$2,584
$69
$415
$11,558
$305
$571
$626
$13,060
$/Unit
$2,837
$420
$227
$93
$384
$412
$370
$1,399
$316
$259

$42

$6,759
$3,922

$6,301

DFW
2008
399
2022
%PGR

5.5%
0.4%
4.0%
0.3%
0.8%

2.3%
3.3%
6.8%
101.4%
%EGI
23.1%
2.2%
0.9%
0.0%
0.9%
2.6%
4.2%
2.5%
7.3%
1.0%
2.0%

46.6%

23.5%

53.4%

$/Unit
$16,989
$942
$75
$672
$49
$129
$15,122
$383
$565
$1,152
$17,222
$/Unit
$3,976
$374
$154
$5
$154
$445
$718
$432
$1,254
$173
$340

$8,025
$4,049

$9,196

DFW
2013
308
2022
%PGR

5.3%
0.8%
2.5%
0.8%
0.7%

4.6%
2.7%
7.0%
104.3%
%EGI
20.7%
1.9%
0.7%

0.9%
2.0%
4.2%
3.1%
7.2%
1.0%
2.0%

43.7%

23.0%

56.3%

$/Unit
$17,415
$919
$134
$437
$134
$119
$15,672
$797
$470
$1,221
$18,160
$/Unit
$3,768
$350
$120
$155
$357
$770
$564
$1,312
$183
$362

$7,940
$4,172

$10,220

DFW
2012
334
2022
%PGR

12.4%

5.0%
0.9%
0.0%

2.2%
4.5%
5.8%
94.2%
%EGI
23.8%
0.3%
1.8%
1.6%

0.7%
2.9%
2.7%
3.0%
7.2%
1.4%
1.6%
0.7%

0.4%

48.1%

24.3%

51.9%

$/Unit
$18,594
$2,309
$935
$160
$1
$15,190
$406
$843
$1,073
$17,512
$/Unit
$4,168
$53
$319
$287
$125
$500
$471
$521
$1,259
$243
$274
$126
$72
$8,418

$4,250

$9,094

5
DFW
2017
247
2021
%PGR

4.3%

6.0%
2.2%
1.1%

1.6%
4.3%
3.8%
96.1%
%EGI
26.7%
0.3%
4.2%
1.9%
0.0%
1.1%
3.2%
3.6%
2.7%
9.3%
0.9%
1.1%
0.8%

55.8%

29.1%

44.2%

6
Dallas
2018
248

2022

$/Unit %PGR
$16,421
$701 5.8%
$992 4.7%
$361 3.0%
$176 3.0%
$14,190

$259 -
$705 3.2%
$629 10.0%
$15,783 96.8%
$/Unit %EGI
$4,217 16.5%
$53 -
$661 3.8%
$304 2.2%
$3 -
$168 0.4%
$498 1.6%
$565 3.6%
$428 2.9%
$1,469 9.7%
$139 0.7%
$176 1.8%
$130 0.3%

- 2.7%
$8,813 46.2%
$4,595 29.7%
$6,971 53.8%

App. 486

$/Unit
$16,182
$941
$760
$478
$490
$13,514
$523
$1,625
$15,661
$/Unit
$2,581
$603
$341
$66
$247
$569
$459
$1,518
$107
$275
$45
$427
$7,239

$4,658

$8,423

p.27
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Subject Operating History
Following is a summary of the actual incurred and reported expenses by the subject property in recent years; the subject’s historical expenses are
considered a reasonable and likely indication of what expenses will be in future years of operation. The operating expense data presented and

analyzed herein is based on net rentable area (NRA) in unit count.

Subject Operating History

Income

Income %PGR
PGR
Loss/(Gain) 6.7%
to Lease
Vacancy 2.1%
Bad Debt 1.47%
Concessions 0.1%
NRI
Parking &
Storage 1.3%
Income
Utility
0,
Reimbursements 4:5%
Other Income 3.6%
EGI 99.0%
Expenses %EGI
Real Estate 23.2%
Taxes
Franchise
Taxes
Prope
perty 2.5%
Insurance
Trash 0.4%
Removal
Utilities - 0.7%
Electric e
Utilities -
Water & 4.3%
Sewer
Re[?alrs & 2.9%
Maintenance
Management 2.74%
Payroll 7.3%
Advertising 0.9%
General &
L . 1.2%
Administrative
Non-
Revenue/Model  0.3%
Units
Security
0,
Contract 0-4%
Replacement
Reserves
Total
Operating 46.9%
Expenses
Total
0] ti
perating 23.7%
Expenses less
Taxes
NO1 53.1%

Bellwether Ridge

Oct 2022 T-12
$/Unit Total
$19,019 $2,852,780
$1,265  $189,750
$404 $60,643
$279 $41,882
$19 $2,795
$17,051 $2,557,710
$247 $37,024
$851 $127,682
$679  $101,842
$18,828 $2,824,258
$/Unit Total
$4,373  $656,002
$475 $71,248
$73 $10,973
$126 $18,886
$818 $122,755
$537 $80,577
$516 $77,435
$1,378  $206,639
$173 $25,977
$229 $34,371
$66 $9,840
$71 $10,698
$8,836 $1,325,401
$4,463 $669,399
$9,992 $1,498,857

Jan 2023 T-12

%PGR  $/Unit Total

$19,597  $2,939,600
72%  $1,416  $212,400
2.9%  $574  $86,081
1.56%  $305 $45,767
0.2% $34 $5,042

$17,269  $2,590,310
12%  $242  $36,247
46%  $908  $136,206
3.5%  $678  $101,745
97.4% $19,097 $2,864,508
%EGI  $/Unit Total
247%  $4,712  $706,829
2.6%  $490  $73,458
0.4% $72 $10,799
07%  $130  $19,461
47%  $889  $133,374
2.9%  $557  $83,579
2.76%  $527  $79,122
77%  $1,476  $221,409
0.8%  $146  $21,849
1.1%  $214  $32,036
0.4% $77  $11,498
48.6%  $9,280 $1,393,414
24.0% $4,577  $686,585
51.4%  $9,807 $1,471,094

%PGR

6.8%

4.5%
0.79%
0.3%

1.1%

5.0%

3.2%
96.8%
%EGI

39.5%

2.6%

0.4%

0.7%

5.0%

2.9%

2.91%
7.4%
0.6%

0.9%

0.5%

63.4%

23.9%

36.6%

Jan 2023 T-3
$/Unit Total
$20,394 $3,059,160
$1,397  $209,540
$927  $139,048
$162 $24,242
$60 $8,988
$17,849 $2,677,342
$231 $34,692
$1,018  $152,699
$652 $97,813
$19,750 $2,962,546
$/Unit Total
$7,793 $1,169,011
$504 475,660
$73 $11,016
$132 $19,772
$985 $147,751
$575 $86,196
$575 $86,324
$1,468  $220,237
$123 $18,489
$183 $27,474
$101 $15,200
$12,514 $1,877,130
$4721  $708,119
$7,236 $1,085,416

%PGR

5.7%

5.0%

4.2%
93.6%
%EGI

21.2%

2.6%

1.7%

1.9%

2.87%
7.9%
1.1%

1.2%

40.5%

19.2%

59.5%

2023 Budget
$/Unit Total
$20,783 $3,117,480
$1,176  $176,468
$1,039  $155,865
$18,568 $2,785,147
$880  $132,050
$19,448 $2,917,197
$/Unit Total
$4,129  $619,407
$504 $75,660
$325 $48,804
$375 $56,295
$558 $83,638
$1,545  $231,761
$205 $30,762
$225 $33,794
$7,867 $1,180,121
$3,738 $560,714
$11,581 $1,737,076

Appraised Pro Forma

%PGR  $/Unit Total
$19,782  $2,967,300
2.0% $396 $59,346
6.0% $1,187  $178,038
1.5% $297 $44,510
$17,903  $2,685,407
1.2% $247 $37,000
4.6% $913 $137,000
3.4% $680  $102,000
99.8% $19,743 $2,961,407
%EGI $/Unit Total
24.3%  $4,796  $719,458
0.3% $65 $9,802
2.6% $507 $76,000
0.4% $73 $11,000
0.7% $133 $20,000
4.5% $893 $134,000
2.8% $560 $84,000
2.75% $543 $81,439
7.1%  $1,400  $210,000
0.8% $160 $24,000
1.2% $233 $35,000
0.4% $80 $12,000
1.0% $200 $30,000
48.9%  $9,645 $1,446,699
24.6%  $4,848  $727,241
51.1% $10,098 $1,514,708
App. 487
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Adjustments to PGR

Loss/(Gain) to Lease Analysis and Conclusion

Subject $/Unit $/SF %PGR Total  Based upon the current rent roll, the
current in-place rents are slightly
below our estimated market rents.
Thus, the majority of the subject’s in-
place leases are below market and
Jan 2023 T-12 $1,416 $1.51 7.2% $212,400 loss-to-lease should trend downward
over the next year as leases roll to
current market terms. Given this
situation, we have utilized a nominal
loss to lease factor, which also takes

2023 Budget $1,176 $1.26 5.7% $176,468 into account current leases that are
' ' not increased to market at renewal.

Oct 2022 T-12 $1,265 $1.35 6.7% $189,750

Jan 2023 T-3 $1,397 $1.49 6.8% $209,540

Conclusion $396 $0.42 2.0% $59,346
Allowances
Vacancy Analysis and Conclusion
Comps Date Units Vacant % Based on the subject's size, location
Comp 1 The Abigail Apartments 02-21-2023 198 11 5.60% and appeal, the competitive set
nalysis findings warrant prim
Comp 2 The Beacon On 02-21-2023 194 10 5.30% on y; o gsh e o
omp Westmoreland .30% consideration. The competitive set

analysis indicated a current vacancy
rate for directly competitive

Comp 4 Legacy Of Cedar Hill 02-21-2023 600 60 10.00% properties of 8.58%. The submarket
level analysis warrants secondary

Comp 3 Desoto Ranch 02-21-2023 248 22 9.00%

Comp 5 Bella R Il 02-21-2023 216 28 13.00% . . .

P ela Ruscello ’ consideration based on its moderate
Total/Avg 1,456 131 9.00% applicability to the subject. The metro
Simple AVG 8.58% level analysis indicated a MPF

vacancy rate of 5.7% and a
Market Data

submarket level analysis indicated a
MPF/RealPage Metro 4Q 2022 5.7 MPF vacancy rate of 6.0%. Based on
our analysis of supply/demand trends
and considering the subject's actual
Subject performance, a general vacancy rate
of 6.0% is concluded.

MPF/RealPage Submarket 4Q 2022 6.0

Oct 2022 T-12 2.13%
Jan 2023 T-12 2.93%
Jan 2023 T-3 4.55%
2023 Budget 5.00%
Rent Roll 5.30%
Conclusion 6.00%

App. 488
Bellwether Ridge p.29
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Bad Debt Analysis and Conclusion
Subject $/Unit $/SF %PGR Total  Most properties will, at some point,
2022 T-12 - L 479, L a8 fail to collect rent and incur some bad
Oct 2022 T- $279 $0.30 A47% $AL882 et Typical losses range from
Jan 2023 T-12 $305 $0.33 1.56% 445,767  0%-2.0% but can be more or less
depending on the market. We
Jan 2023 T-3 $162 $0.17 0.79% $24,242  considered the asset class, location

and typical tenant profile as well as

2023 Budget i i i " the historical data if available in our

Conclusion $297 $0.32 1.5% $44,510 conclusion.

Historical Concessions Analysis and Conclusion

Subject $/Unit $/SF %PGR Total Many comparables utilize daily pricing
software which fluctuates rates daily

Oct 2022 T-12 $19 $0.02 0.1% $2,795 ~ based on supply and demand and

exposure to roll over at given times
for specific unit types, essentially
eliminating the need for concessions.
For our analysis we have projected
market rents net of concessions.
Should concessions be used as a
marketing tool, market rents should
be increased to offset any concession

Jan 2023 T-12 $34 $0.04 0.2% $5,042

Jan 2023 T-3 $60 $0.06 0.3% $8,988

2023 Budget - - - -

Conclusion - - - - usage.
Adjustments & Allowances Conclusions Analysis and Conclusion
Loss/(Gain) to Lease 2.00% Our projected economic vacancy

considers the in-place operations,
local market data and our concluded
Vacancy 6.00% market rent estimates. In this case
we didn't project a signficant increase
in rents and a minimal loss to lease

Bad Debt 1.50% was required.

App. 489
Bellwether Ridge p.30
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Other Income

Utility Reimbursements

Analysis and Conclusion

Operating

$/Unit $/SF %PGR RECAP % Total  This category includes possible utility
Comps .
charge backs for electricity,
Comp 1 $571 $0.64 3.9% 93.5% $182,749 water/sewer, gas, and garbage. The
Comp 2 $565 $0.66 3.3% 94.4% 4225451  Subject’s tenants reimburse the
property for water/sewer and trash.
Comp 3 $470 $0.49 2.7% 98.7% $144,778 Typically the full 12-month reporting
Comp 4 $843 $0.92 4.5% 107.2% $281,524  periods will provide the best indicator
as utility rates can fluctuate durin
Comp 5 $705 $0.81 4.3% 87.9% $174,065 ity g
the warmer and cooler months.
Comp 6 $523 $0.65 3.2% 88.9% $129,696  Therefore, we have relied on the
Comp Average $613 $0.69 3.7% 95.1% $189,711  trailing 12-months figure for our
projection. If utility costs differ from
Subject our projection, utility reimbursements
Oct 2022 T-12 $851 $0.91 4.5% 95.5% $127,682  should offset the majority of the
delta.
Jan 2023 T-12 $908 $0.97 4.8% 94.5% $136,206
Jan 2023 T-3 $1,018 $1.09 5.2% 96.2% $152,699
2023 Budget - - - 0.0% -
Conclusion $913 $0.98 4.6% 94.5% $137,000
Parking & Storage Income Analysis and Conclusion
Operating Comps $/Unit $/SF %PGR Total This includes income associated with
Comp 1 $305 $0.34 2.3% $97,621  rentals of attached or detached
kin
Comp 2 $383 $0.45 9.2% $152,672 garages, reserved parking spaces,
parking garage fees and/or storage
Comp 3 $797 $0.83 4.4% $245,375  units if available. We concluded based
Comp 4 $406 $0.44 2.3% $135,743  On the subject's historical data.
Comp 5 $259 $0.30 1.6% $63,895
Comp 6 - - - -
Comp Average $430 $0.47 2.5% $139,061
Subject
Oct 2022 T-12 $247 $0.26 1.3% $37,024
Jan 2023 T-12 $242 $0.26 1.3% $36,247
Jan 2023 T-3 $231 $0.25 1.2% $34,692
2023 Budget - - - -
Conclusion $247 $0.26 1.2% $37,000
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Other Income Analysis and Conclusion

Operating Comps $/Unit $/SF %PGR Total  viscellaneous income may be

Comp 1 $626 $0.70 4.8% $200,303  attributed to furniture rent,
washer/dryer rental, late charges,

Comp 2 $1,152 $1.34 6.7% $459,721 L
lease termination fees, month-to-
Comp 3 $1,221 $1.27 6.7% $375,971  month fees, NSF fees, pet fees,
Comp 4 $1,073 $1.17 6.1% $358,243 ~ Move-out charges, or any other
related charges. Thus, we have
0,
Comp 5 $629 $0.72 4.0% $155,462 leaned on the subject's recent
Comp 6 $1,625 $2.03 10.4% $402,951  collections for our projection.
Comp Average $1,054 $1.21 6.3% $325,442
Subject
Oct 2022 T-12 $679 $0.72 3.6% $101,842
Jan 2023 T-12 $678 $0.72 3.6% $101,745
Jan 2023 T-3 $652 $0.70 3.3% $97,813
2023 Budget $880 $0.94 4.5% $132,050
Conclusion $680 $0.73 3.4% $102,000

Effective Gross Income

Effective Gross Income Analysis and Conclusion

Subject $/Unit $/SF % Change Total  Historical trends indicate moderate
positive growth which is consistent

Oct 2022 T-12 $18,828 $20.10 - $2,824,258  With our projections. Our EGI

projection is approximately 3.38%
above the subject's T-12 collections

Jan 2023 T-12 $19,097 $20.39 1.4% $2,864,508 o _
and similar to the T-3 annualized
collections. Over the last few
Jan 2023 T-3 $19,750 $21.08 3.4% $2,962,546 months, the subject's recent leases
typically reflect an increase of 1% to
2023 Budget $19,448 $20.76 -1.5% $2,917,197 8o, Based upon this information our
EGI projection is reasonable and well
Conclusion $19,743 $21.08 - $2,961,407  supported by market.
App. 491
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Operating Expenses

Real Estate Taxes

Analysis and Conclusion

. . o

Operating Comps $/Unit $/SF %EGI Total Please see the Real Estate Tax

Comp 1 $2,837 $3.17 21.7% $907,986 Section of this report for additional
information and directly applicable

Comp 2 43,976 $4.62 23.1% $1,586,606 ! Y app
tax comparables as the expense

Comp 3 $3,768 $3.92 20.7% $1,160,520  comps presented may be located in

Comp 4 $4,168 $4.56 23.8% $1,392,027  Varying municipalities.

Comp 5 $4,217 $4.84 26.7% $1,041,616

Comp 6 $2,581 $3.22 16.5% $640,087

Comp Average $3,591 $4.06 22.1% $1,121,474

Subject

Oct 2022 T-12 $4,373 $4.67 23.2% $656,002

Jan 2023 T-12 $4,712 $5.03 24.7% $706,829

Jan 2023 T-3 $7,793 $8.32 39.5% $1,169,011

2023 Budget $4,129 $4.41 21.2% $619,407

Conclusion $4,796 $5.12 24.3% $719,458

Franchise Taxes Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total Franchise Tax is an income tax which

Comp 1 - - - - depends on humerous scenarios and
there are various tax rates that could

Comp 2 - - - - . .
be imposed on the property owner, if

Comp 3 - - - - any. Thus, for our analysis we have

Comp 4 $53 $0.06 0.3% $17,839  assumed the subject's owners would
qualify for the 0.331% tax rate unless

0,
Comp 5 $53 $0.06 0.3% $13,060 the property's EGI is over $20 million.
Comp 6 - - - - If the property has an EGI below
1,230,000, no franchise tax would

Comp Average $53 $0.06 0.3% $15,450 UL
be due.

Subject

Oct 2022 T-12 - - - -

Jan 2023 T-12 - - - -

Jan 2023 T-3 - - - -

2023 Budget - - - -

Conclusion $65 $0.07 0.3% $9,802

Bellwether Ridge

App. 492
p.33



Case 3:22-cv-02118-X Document 250 Filed 05/30/23 Page 145 of 344 PagelD 8338  1ncome

Property Insurance

Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total This expense includes all premiums
Comp 1 $420 $0.47 3.2% $134,544  and costs incurred for insurance
. lic liabili
Comp 2 $374 $0.44 2.2% $149,337 covering structures, D_Ub ic liability,
rental value, and equipment. The
Comp 3 $350 $0.36 1.9% $107,851  subject's historical costs fall within
Comp 4 $319 $0.35 1.8% $106,455 the expense comparable range and
appear reasonable. Thus, we have
0,
Comp 5 $661 $0.76 4.2% $163,262  projected a similar expense.
Comp 6 $603 $0.75 3.8% $149,452
Comp Average $455 $0.52 2.9% $135,150
Subject
Oct 2022 T-12 $475 $0.51 2.5% $71,248
Jan 2023 T-12 $490 $0.52 2.6% $73,458
Jan 2023 T-3 $504 $0.54 2.6% $75,660
2023 Budget $504 $0.54 2.6% $75,660
Conclusion $507 $0.54 2.6% $76,000
Trash Removal Analysis and Conclusion
. . o
Operating Comps $/Unit $/SF %EGI Total This includes all trash removal and
Comp 1 $227 $0.25 1.7% $72,639  recycling (if applicable) expenses. If
there are reimbursements these were
Comp 2 $154 $0.18 0.9% $61,408 i i
considered separately in the
Comp 3 $120 $0.12 0.7% $36,863  respective income categories. Given
Comp 4 $287 $0.31 1.6% $95,725  utility costs are property specific, the
conclusion is based on the historical
0,
Comp 5 $304 $0.35 1.9% $74,988 expenses. We note that the majority
Comp 6 $341 $0.43 2.2% $84,582  of the comparables has valet trash
service which is not offered at the
Comp Average $239 $0.27 1.5% $71,034 .
subject.
Subject
Oct 2022 T-12 $73 $0.08 0.4% $10,973
Jan 2023 T-12 $72 $0.08 0.4% $10,799
Jan 2023 T-3 $73 $0.08 0.4% $11,016
2023 Budget - - - -
Conclusion $73 $0.08 0.4% $11,000
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Utilities - Gas Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total Gas is not utilized at the subject.

Comp 1 - - - -

Comp 2 $5 $0.01 0.0% $1,972

Comp 3 - - - -

Comp 4 - - - -

Comp 5 $3 $0.00 0.0% $763

Comp 6 - - - -

Comp Average $4 $0.00 0.0% $1,368

Subject

Oct 2022 T-12 - - - -

Jan 2023 T-12 - - - -

Jan 2023 T-3 - - - -

2023 Budget - - - -

Conclusion - - - -

Utilities - Electric Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total This includes all associated electric

Comp 1 $93 $0.10 0.7% $29,858  costs for the subject. Given utility

O L2 | ol paseon the i

Comp 3 $155 $0.16 0.9% $47,624  expenses. Our projection is

Comp 4 $125 $0.14 0.7% $41,905  Supported by the expense
comparables. We note that the

Comp 5 $168 $0.19 1.1% $41,597 budget includes all utility costs and

Comp 6 $66 $0.08 0.4% $16,376  appears to be net of reimbursements.

Comp Average $127 $0.14 0.8% $39,774

Subject

Oct 2022 T-12 $126 $0.13 0.7% $18,886

Jan 2023 T-12 $130 $0.14 0.7% $19,461

Jan 2023 T-3 $132 $0.14 0.7% $19,772

2023 Budget $325 $0.35 1.7% $48,804

Conclusion $133 $0.14 0.7% $20,000
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Utilities - Water & Sewer Analysis and Conclusion

Operating Comps $/Unit $/SF %EGL Total  rhis includes all water and sewer

Comp 1 $384 $0.43 2.9% $122,736  costs. If service to the units is billed
directly from the provider the

Comp 2 $445 $0.52 2.6% $177,500 .
expense shown is only for common
Comp 3 $357 $0.37 2.0% $109,855  areas, model/vacant units and
Comp 4 $500 $0.55 2.9% $166,896  amenities. If water/sewer is included
for tenants this expense is also shown
Comp 5 $498 $0.57 3.2% $123,081

here. If there are reimbursements
Comp 6 $247 $0.31 1.6% $61,364  these were considered separately in
the respective income categories and
typically include utility billing fees. As
Subject this expense is typically property-
specific, the conclusion is based on
the historical data. Should
waster/sewer costs differ from our

Jan 2023 T-3 $985 $1.05 5.0% $147,751  projection, utility reimbursements will
offset the majority of the delta.

Comp Average $405 $0.46 2.5% $126,905

Oct 2022 T-12 $818 $0.87 4.3% $122,755
Jan 2023 T-12 $889 $0.95 4.7% $133,374

2023 Budget - - - -

Conclusion $893 $0.95 4.5% $134,000
Repairs & Maintenance Analysis and Conclusion
Operating Comps $/Unit $/SF %EGI Total

This expense covers the cost of all

Comp 1 $412 $0.46 3.2% $131,851  routine maintenance and repairs that
would be reoccurring. The subject's

Comp 2 $718 $0.84 4.2% $286,553 o i
historical R&M costs have increased
Comp 3 $770 $0.80 4.2% $237,301  with the most recent expense falling
Comp 4 $471 $0.52 2.7% $157,253 within the expense comparable
range. Therefore, we have projected
0,
Comp 5 $565 $0.65 3.6% $139,655 a R&M expense in line with the
Comp 6 $569 $0.71 3.6% $141,189  subject's current expense.
Comp Average $584 $0.66 3.6% $182,300
Subject
Oct 2022 T-12 $537 $0.57 2.9% $80,577
Jan 2023 T-12 $557 $0.59 2.9% $83,579
Jan 2023 T-3 $575 $0.61 2.9% $86,196
2023 Budget $375 $0.40 1.9% $56,295
Conclusion $560 $0.60 2.8% $84,000
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Management Analysis and Conclusion
Operating Comps $/Unit $/SF %EGI Total  For Class A & B assets 2.00% -
Comp 1 $370 $0.41 2.83% $118,302 4.00% for third party management is
adequate when also tested on a
Comp 2 $432 $0.50 2.51% $172,531  ¢/unit basis. For smaller properties or
Comp 3 $564 $0.59 3.11% $173,779  Class C assets fees can be higher
from 3.0% - 8.0%, depending on
Comp 4 $521 $0.57 2.98% $174,168  scope of management services and
Comp 5 $428 $0.49 2.71% $105,807  on-site staff levels. In recent years
additional ownership groups have
Comp 6 $459 $057 2.93% $113,842 added third pal‘ty management
Comp Average $463 $0.52 2.85% $143,072 platforms and management fees have
gotten more aggressive. Frequently
Subject buyer budgets are showing third
Oct 2022 T-12 $516 $0.55 2.74% 477,435  Party management contracts to the
low aspect of the range but this
Jan 2023 T-12 $527 $0.56 2.76% $79,122  hasn't yet been reflected in historical
Jan 2023 T-3 $575 $0.61 2.91% $86,324 operating statements. Overall, we
have projected a 2.75% management
2023 Budget $558 $060 2.87% $83,638 fee which is Supported by the
Conclusion $543 $0.58 2.75% 81,439  SXPpense comparables.
Payroll Analysis and Conclusion
Operating Comps $/Unit $/SF %EGI Total This expense consists of all on-site
Comp 1 $1,399 $1.56 10.7% $447,584  payroll costs including associated
taxes, and employee benefits. The
Comp 2 $1,254 $1.46 7.3% $500,337 o p_ Y
subject's historical payroll costs fall
Comp 3 $1,312 $1.36 7.2% $404,117  within the expense comparable
Comp 4 $1,259 $1.38 7.2% $420,519  range. Therefore, we have projected
a payroll expense similar to historical
Comp 5 $1,469 $1.69 9.3% $362,856 G
osts.
Comp 6 $1,518 $1.89 9.7% $376,513
Comp Average $1,369 $1.56 8.6% $418,654
Subject
Oct 2022 T-12 $1,378 $1.47 7.3% $206,639
Jan 2023 T-12 $1,476 $1.58 7.7% $221,409
Jan 2023 T-3 $1,468 $1.57 7.4% $220,237
2023 Budget $1,545 $1.65 7.9% $231,761
Conclusion $1,400 $1.49 7.1% $210,000
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Advertising Analysis and Conclusion
. . o
Operating Comps $/Unit $/SF #oEGI Total This includes all associated
Comp 1 $316 $0.35 2.4% $101,097  marketing, advertising and
romoting. The subject's historical
Comp 2 $173 $0.20 1.0% $69,146 P omoNng )
advertising costs have decreased and
Comp 3 $183 $0.19 1.0% $56,283  fall within the expense comparable
Comp 4 $243 $0.27 1.4% $81,186  range. Therefore, we projected an
advertising
0,
Comp 5 $139 $0.16 0.9% $3%272 oypense in line with the subject's
Comp 6 $107 $0.13 0.7% $26,526 historical costs.
Comp Average $193 $0.22 1.2% $61,418
Subject
Oct 2022 T-12 $173 $0.18 0.9% $25,977
Jan 2023 T-12 $146 $0.16 0.8% $21,849
Jan 2023 T-3 $123 $0.13 0.6% $18,489
2023 Budget $205 $0.22 1.1% $30,762
Conclusion $160 $0.17 0.8% $24,000
General & Administrative Analysis and Conclusion
. . o
Operating Comps $/Unit $/SF %EGI Total This includes office administrative
Comp 1 $259 $0.29 2.0% $82,897  expenses including office supplies,
accounting, legal fees, other
Comp 2 $340 $0.39 2.0% $135,464 g, 1eg 4
professional fees, background check
Comp 3 $362 $0.38 2.0% $111,350  expenses, office phone and internet
Comp 4 $274 $0.30 1.6% $91,523  expenses, and personal property
taxes. The subject's historical
)
Comp 5 $176 $0.20 1.1% $43523 4 4ministrative costs have been
Comp 6 $275 $0.34 1.8% $68,149  trending downward with recent costs
falling at the low end of the expense
Comp Average $281 $0.32 1.7% 488,818 g P
comparable range. Therefore, we
Subject projected an administrative expense
Oct 2022 T-12 $229 $0.24 1.2% 434,371 ~ morein line with the expense
comparable mean.
Jan 2023 T-12 $214 $0.23 1.1% $32,036
Jan 2023 T-3 $183 $0.20 0.9% $27,474
2023 Budget $225 $0.24 1.2% $33,794
Conclusion $233 $0.25 1.2% $35,000
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Non-Revenue/Model Units Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total Our payroll projections specifically

Comp 1 - - - - assume that no employees will
receive free rent. If an employee

Comp 2 - - - - )
does receive free rent, then there
Comp 3 - - - - should be a commensurate decrease
Comp 4 $126 $0.14 0.7% $42,104  In salaries. Therefore, we have not
projected any income loss from the
Comp 5 $130 $0.15 0.8% $32,211

employees. The subject does not
Comp 6 $45 $0.06 0.3% $11,100 have a model unit or any
administrative units. Thus, no

Comp Average $100 $0.11 0.6% $28,472 . . .
income loss is projected.

Subject

Oct 2022 T-12 $66 $0.07 0.3% $9,840

Jan 2023 T-12 - - - .
Jan 2023 T-3 - - - -
2023 Budget - - - -

Conclusion - - o -

Security Contract Analysis and Conclusion

Operating Comps $/Unit $/SF %EGI Total This includes contract security

Comp 1 $42 $0.05 0.3% $13,423  services. Not all the comps provide
this service. Therefore, we have
projected an expense similar to the

Comp 3 - - - - subject's historical costs going

Comp 4 - i, i, . forward.

Comp 2 - - - -

Comp 5 - - - -
Comp 6 - - - -
Comp Average $42 $0.05 0.3% $13,423
Subject

Oct 2022 T-12 $71 $0.08 0.4% $10,698
Jan 2023 T-12 $77 $0.08 0.4% $11,498
Jan 2023 T-3 $101 $0.11 0.5% $15,200
2023 Budget - - - -

Conclusion $80 $0.09 0.4% $12,000
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Replacement Reserves Analysis and Conclusion
$/Unit $/SF %EGI Total  Reserves for replacements typically
average from $150 to $350 per unit,
Subject depending on number of units,
average unit size, and condition of
Oct 2022 T-12 - - - = the property. In this instance, the

appraisers have utilized a per unit
amount of $200, or $30,000 which is
considered sufficient, if properly

Jan 2023 T-12 - - _ _

Jan 2023 T-3 - - - - . .
invested, to yield the amount
2023 Budget B B B _ necessary for the replacement of
items such as appliances, roofs,
Conclusion $200 $0.21 1.01% $30,000 carpet and parking areas.
Total Operating Expenses Analysis and Conclusion
Operating Comps $/Unit $/SF %EGI Total

Our overall projection falls above the
Min $6,759 $7.56 43.7% $1,795,179  expense comparable range but
reasonable given our higher projected

Max $8,813 $10.12 55.8% $3,202,136 - ,
tax burden and the subject's higher

Avg $7,866 $8.92 48.7% $2,432,330  tility costs. We note that our

Subject projection includes reserves while
none of the expense comparables

i (s)

Min $7,867 $8.40 40.5% $1,180,121 | ocomves included.

Max $12,514 $13.36 63.4% $1,877,130

Avg $9,627 $10.28 49.8% $1,444,017

Conclusion $9,645 $10.30 48.9% $1,446,699
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Capitalization Rate

The following methods were considered when selecting a capitalization rate for the subject:
« Band of Investment Method

« Debt Service Coverage Ratio Method

« Investor Surveys

« Market Participant Interviews

« Market Extraction (Primary and/or Supplemental Sales)

Band of Investment Method
The Band of Investment Method estimates an overall capitalization rate by weighting mortgage and equity components of the total property
investment. The assumptions utilized within the Band of Investment method are consistently applied below.

Band of Investment

Loan Amortization Period 30 Years
Interest Rate 5.50%
Loan-to-Value (LTV) Ratio 65.00%
Mortgage Constant 6.81%
Equity Dividend Rate 6.00%
Mortgage Component 65.00% X 6.81% = 4.43%
Equity Component 35.00% X 6.00% = 2.10%
Band of Investment Capitalization Rate 6.53%

The Band of Investment does not reflect the impact of interest only loans. Typical investors are receiving several years of interest only, which is
driving cap rates below levels indicated by the Band of Investment analysis.

It should be noted that interest rates have risen faster than cap rates in the local market, creating an environment where many buyers are going into
deals with negative leverage. Negative leverage is defined as when the cap rate on a property acquisition is less than the cost of debt or debt
constant and therefore, the cash-on-cash return is less than the cap rate. Buyers of multifamily properties are willing to invest with these terms for a
number of reasons: one being that they may have capital raised in a fund that they are eager to allocate; another being that they believe rent
increases will be high enough to generate positive leverage within a short period of time; and finally, as protection from inflation, which is currently at
its highest level in decades. In addition, some investors are of the opinion that interest rates will come back down within the next couple of years. All
of these factors are present to some degree and provide support for our concluded equity and mortgage components above, which reflect the inverse
of the typical mortgage-equity relationship where the equity component is expected to exceed the mortgage component.

Debt Service Coverage Ratio Method

The Debt Service Coverage Ratio is derived by looking at NOI against the annual debt service. Assumptions for Loan Interest Rate and LTV were
applied as was shown above in the Band of Investments.

Debt Service Coverage Ratio

Concluded Debt Coverage Ratio 1.25

Loan-To-Value Ratio (LTV) Ratio 65.00%

Mortgage Constant 6.81%

Debt Service Coverage Ratio Capitalization Rate 5.54%
App. 500
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Investor Surveys

The results of the most recent published survey(s) are presented below. These surveys are published and updated quarterly.

Income

Investor surveys are typically included as a reference point for overall national or regional trends. In the case of the subject, these rates are not
directly applicable, and we did not rely on the indications in our conclusion.

Investor Surveys

Capitalization Rate (OAR)
National Apartments by PwC

2022 Q4
2022 Q3

Southeast Apartments by PwC

2022 Q4
2022 Q3

Market Participants
The following table presents cap rate ranges for similar assets thru market participant interviews with local brokers active in the market.

Market Participant Interviews

Range

3.25% to 8.00%
3.00% to 8.00%

4.00% to 5.00%

3.00% to 4.50%

Average

4.89%
4.75%

4.30%

4.00%

Name
Confidential

Confidential

Investment Sales Broker

Confidential

Company

Marcus & Millichap
IPA

Confidental

Walker & Dunlop

Deal Type

Market Rate
Market Rate
Market Rate

Market Rate

Investment Class
Class A - Actual
Class A - Actual
Class A - Actual

Class A - Actual

Date

2023 Q1
2023 Q1
2022 Q4
2022 Q4

Range

4.00 % to 4.75%
4.25 % to 5.00%
4.50 % to 5.00%

4.25 % to 4.50%

Average
4.25 %
4.75 %
4.75 %

4.25 %

Market participants have indicated that capitalization rates for Class A properties have increased between 25 and 75 basis points since the peak of the

market in early 2022.
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Market Extraction
The following table illustrates the transaction data for the sales previously presented in the Sales Comparison Approach.
Market Extraction
Comp Close Date Price # Units $/Unit Avg Unit Size Occupancy NOI/Unit Cap Rate
1 Mar-23  $80,000,000 336 $238,095 964 91.8% $12,554 5.27%
2 Jan-23  $81,788,000 322 $254,000 939 94.2% $11,709 4.61%
3 Nov-22 $32,650,000 112 $291,518 960 98.0% $14,111 4.84%
4 Nov-22 $81,000,000 300 $270,000 860 97.0% $10,854 4.02%
5 Oct-22 $90,720,000 336 $270,000 896 82.7% $11,151 4.13%
6 Oct-22 $66,126,000 321 $206,000 952 96.0% $8,737 4.13%
7 Oct-22 $76,045,000 227 $335,000 981 95.0% $15,110 4.51%
8 Oct-22 $58,000,000 285 $203,509 852 95.5% $8,417 4.14%
9 Sep-22 $41,760,000 248 $168,387 844 94.0% $7,969 4.73%
10 Aug-22 $64,000,000 252 $253,968 936 96.8% $10,191 4.01%
Avg $67,208,900 274 $249,048 919 94.1% $11,080 4.44%

*Sale 1 was under contract as of the effective date of this report.

Based upon our proforma income and expense projections and considering recent upward movement in capitalization rates across the country, a
reasonable and applicable cap rate would be at the upper end of the sales between 4.75% and 5.00%. We note that the subject's taxes are
projected at approximately 92% of our concluded value which reflects less tax risk in the future. Most of the sales have taxes adjusted between 70%
and 90% of the purchase price. Our concluded market value of $208,000 per unit falls at the low end of the sale comparables.

Capitalization Rate Conclusion

Capitalization Rate Conclusions

Component Range Indicated/Average
Band of Investment 6.53%
DSCR 5.54%
Investor Surveys 3.00% to 8.00% 4.49%
Market Participant Interviews 4.00% to 5.00% 4.50%
Market Extraction 4.01% to 5.27% 4.44%
Concluded Capitalization Rate 4.85%

In our conclusion we placed primary weight on the comparable sales and reported capitalization reported by with market participants at the time.
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Income Approach Conclusion

The concluded potential gross rental income, vacancy allowance, and operating expenses are outlined and summarized below, as well as the subject’s
p g , y ) p g exp , ]

net operating income conclusion.

Appraised Pro Forma & Direct Cap

Income

PGR - Potential Gross Rent
Loss/(Gain) to Lease
Vacancy
Bad Debt

NRI - Net Rental Income
Parking & Storage Income
Utility Reimbursements
Other Income
Total Other Income

EGI - Effective Gross Income

Expenses

Real Estate Taxes

Franchise Taxes

Property Insurance

Trash Removal

Utilities - Electric

Utilities - Water & Sewer

Repairs & Maintenance

Management

Payroll

Advertising

General & Administrative

Security Contract

Replacement Reserves

Total Operating Expenses

Total Operating Expenses Less Property Taxes

NOI - Net Operating Income

Overall Capitalization Rate

Concluded Value, rounded to the nearest $100,000

Bellwether Ridge

%/PGR

2.0%
6.0%
1.5%

1.2%
4.6%
3.4%
9.3%
99.8%
%/EGI
24.3%
0.3%
2.6%
0.4%
0.7%
4.5%
2.8%
2.75%
7.1%
0.8%
1.2%
0.4%
1.0%
48.9%
24.6%
51.1%
4.85%

$/SF
$21.12
$0.42
$1.27
$0.32
$19.11
$0.26
$0.98
$0.73
$1.96
$21.08

$5.12
$0.07
$0.54
$0.08
$0.14
$0.95
$0.60
$0.58
$1.49
$0.17
$0.25
$0.09
$0.21
$10.30
$5.18
$10.78

$222.05

$/Unit Total/Annum
$19,782 $2,967,300
$396 $59,346
$1,187 $178,038
$297 $44,510
$17,903 $2,685,407
$247 $37,000
$913 $137,000
$680 $102,000
$1,840 $276,000
$19,743 $2,961,407
$4,796 $719,458
$65 $9,802
$507 $76,000
$73 $11,000
$133 $20,000
$893 $134,000
$560 $84,000
$543 $81,439
$1,400 $210,000
$160 $24,000
$233 $35,000
$80 $12,000
$200 $30,000
$9,645 $1,446,699
$4,848 $727,241
$10,098 $1,514,708

$31,231,084
$208,000 $31,200,000
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Reconciliation

The preceding section of this report derived value indication(s) based on separate and independent appraisal processes. The most comparable data
available was researched and analyzed in the various sections of this report. In the final analysis of the subject property, the results of the Income
Capitalization Approach herein are considered reliable and well-supported. Following are the final thoughts, conclusions, and estimates of value
derived from approach employed.

Summary of Approaches

Sales Comparison Approach

The Sales Comparison Approach is based on the principle of substitution, which states that the limits of prices, rents, and rates tend to be set by the
prevailing prices, rents and rates of equally desirable substitutes. While the reliability of the Sales Comparison Approach is strengthened by the
general similarity of the locational and physical characteristics of the sales, it is weakened by its failure to capture the subject's future operating
potential.

Due to the nature of the assignment, the sales approach was not presented. However, in order to derive an appropriate market capitalization rate for
the Income Approach, 10 recent Class A sales were presented. The sales ranged from $168,387 per unit to $335,000 per unit. The subject's
indicated value of $208,000 per unit falls within the lower end of the range and is well supported.

Income Capitalization

This approach is typically most heavily weighted by investors for similar assets. There was sufficient historical operating data as well as rent/expense
comparable information available for analysis. Investment metrics related to capitalization rates and supply/demand were analyzed and discussed with
market participants. The income approach has been awarded primary weight in the final reconciliation of value.

Final Value Conclusion

Primary weight is placed on the income capitalization approach, as the typical buyer for the subject (national and regional investor) is primarily
interested in the income-generating capacity of the property. This appraisal is subject to the assumptions and limiting conditions following this section,
was conducted and prepared in accordance with the Uniform Standards of Professional Appraisal Practice and reasonably led the appraisers to the
following opinion(s) of Retrospective Market Value:

App. 504
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Certification

We certify to the best of our knowledge and belief:

« The statements of fact contained in this report are true and correct.

« The reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting conditions and are our personal,
impartial and unbiased professional analyses, opinions, and conclusions.

« We have no present or prospective interest in the property that is the subject of this report and have no personal interest with respect to the
parties involved.

« We have no bias with respect to the property that is the subject of this report or to the parties involved with this assignment.
« Our engagement in this assignment was not contingent upon developing or reporting predetermined results.

« QOur compensation for completing this assignment is not contingent upon the development or reporting of a predetermined value or direction in
value that favors the cause of the client, the amount of the value opinion, the attainment of a stipulated result, or the occurrence of a subsequent
event directly related to the intended use of this appraisal.

« QOur analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with the Uniform Standards of
Professional Appraisal Practice and the laws, standards or other requirements of the State of Texas.

« Austin Franklin, an appraiser with Apprise and formerly with Colliers, made a personal inspection of the property that is the subject of this report
on November 22, 2022.

« Travis Hall (Texas State Registered Appraiser Assistant No. 1342348 Trainee) provided significant real property appraisal assistance to the
appraisers signing the certification. Assistance included gathering, analyzing and reporting regional, local area, zoning, and tax information,
confirming some of the comparable data, and assisting with portions of the valuation analysis.

« John Jordan has provided real property valuation services as an appraiser for the property that is the subject of this report within the three-year
period immediately preceding acceptance of this assignment. John Jordan has provided several consecutive annual appraisal reports with the
most recent report reflecting an effective date of value as of December 1, 2022. Jason Ribelin and Travis Hall have not provided services, as an
appraiser or in any other capacity regarding the property that is the subject of this report within the three-year period immediately preceding
acceptance of this assignment.

« The reported analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with the Code of Professional
Ethics and Standards of Professional Practice of the Appraisal Institute.

« The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly authorized representatives.
« As of the date of this report, John Jordan has completed the continuing education program for Designated Members of the Appraisal Institute.

« As of the date of this report, Jason Ribelin has completed the Standards and Ethics Education Requirements for Candidates of the Appraisal

Institute.
Jason Ribelin | Senior Director John Jordan | Managing Director
Texas Certified General TX 1380338 G Texas Managing Director TX 1321156 G
jribelin@apprise.us jjordan@apprise.us
405-517-6917 214-693-4419
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General Assumptions and Limiting Conditions

In these General Assumptions and Limiting Conditions, “Property” means the property or properties that are the subject of the appraisal report and
refers, without limitation, to all associated land (including earth and soil), improvements and property rights. “Appraiser” means each appraiser
signing the report or providing assistance in connection with the appraisal and also includes Apprise, Walker & Dunlop, Inc. and its subsidiaries.

This report has been prepared and is subject to the following general assumptions and limiting conditions:

« Unless otherwise stated in the report, it is assumed that title to the Property is clear and marketable and that there are no recorded or
unrecorded liens, encumbrances or other matters affecting the Property that would adversely affect marketability or value. No opinion is
expressed and no responsibility is assumed for the legal description of the Property or any matters that are legal in nature or that require legal
expertise beyond that of a real estate appraiser. Title and legal matters were not part of the scope of work for this assignment.

« The conclusions stated in the report are only as of the effective date of the appraisal. Changes and conditions occurring after that date and
market factors will affect the conclusions.

« This report assumes any improvements on the Property are structurally sound, seismically safe, and compliant with all applicable laws,
regulations, codes and standards, unless otherwise stated in the report. This report assumes that all building components and systems, including
but not limited to HVAC, MEP (mechanical, electrical, plumbing), elevators, roofing, exterior veneers, walls or columns, and other components and
systems do not suffer from material deferred maintenance or deficiencies and are free from water intrusion. The Appraiser has no responsibility
for the safety, soundness or compliance of such components and systems.

« Unless otherwise stated in the report, it is assumed that there are no hidden or unapparent conditions of the Property that render the Property
more or less valuable and that the Property is not affected by the past or current presence of hazardous materials, contamination, asbestos, mold,
pollution, infestations, disease causing organisms or other hazardous conditions. The Appraiser is not qualified to detect such conditions. No
responsibility is assumed for such conditions or for any expertise or engineering assistance required to discover them. Unless otherwise stated in
the report, such matters were not part of the scope of work for this assignment.

« TItis assumed that the Property is in compliance with all applicable federal, state and local laws, ordinances, regulations, building standards and
codes, use restrictions and zoning unless the lack of compliance is stated in the report. Determining and reporting on such compliance were not
part of the scope of work for this assignment.

« Ttis assumed that all water, sewer facilities and utilities (whether existing or proposed) are or will be in good working order, safe for use, and
sufficient to serve the current or proposed uses of the Property. Determining and reporting on such matters were not part of the scope of work
for this assignment.

« Itis assumed that use of the land and improvements and their construction is confined within the boundaries or property lines of the Property
and that there are no encroachments or trespasses unless noted in the report. Determining and reporting encroachments or trespasses were not
within the scope of work for this assignment.

« Any estimate of Insurable Replacement Cost, if stated in the report, is based upon figures developed consistent with regular appraisal practices.
However, actual local and regional construction costs may vary significantly from the estimate, and individual insurance policies and underwriters

have varied specifications, exclusions, and non-insurable items. The Appraiser strongly recommends that estimates be obtained from professionals

experienced in establishing appropriate insurance coverage. This analysis should not be relied upon to determine insurance coverage and the
Appraiser makes no warranties regarding this estimate.

« The Appraiser has not made any investigation to determine if the Property is in conformity with the Americans with Disabilities Act (ADA) or
similar state or local laws or ordinances. It is possible that such an investigation could reveal that the Property is not in compliance with the ADA
or similar laws or ordinances. If so, this could have a negative effect on the value and use of the Property.

« The information furnished by external sources, including but not limited to the Property owners or representatives, taxing or regulatory
authorities, or related market participants, is thought to be accurate and reliable. Such information includes but is not limited to gross building
and net rentable areas, rent rates and schedules, unit mix and sizes, historical financial and operating data, land size, proposed or ongoing
improvements, budgets, sale data, or the like. The Appraiser makes no representations regarding information obtained from other sources. As
such, if a significant error is discovered in any of the reported information, the Appraiser reserves the right to amend the report and/or value
conclusions.
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are no transferrableair or development rights of value unless otherwise stated. These matters=are outside the scope of Work Tor this assignment

and of the Appraiser’s expertise.

Any and all furnishings, fixtures, or equipment, except those specifically stated or typically included or traded as a part of real property, were
disregarded and not considered in the appraisal.

Required licenses, permits, certificates of occupancy, consents, or other legislative or administrative authority from any local, state, or national
government or private entity or organization are assumed to have been obtained and renewed as necessary for any use on which the value
estimate(s) in this report is based.

Responsible and prudent ownership and reasonably competent property management are assumed.

Diagrams, plans, charts, sketches, and other illustrative materials in this report are included only to assist the reader in visualizing the Property.
The Appraiser makes no warranties about the accuracy of such materials and they should not be used or relied on for any other purpose.

Any cash flows, analyses of estimated income or forecasts of future economic conditions performed for this appraisal or included in the report are
predicated on the information and assumptions contained within the report and are not predictions or guaranties of the future. The achievement
of any financial projections or forecast relating to the Property will be affected by fluctuating economic conditions and will depend on other future
occurrences that cannot be assured. Actual results will vary from any projections or forecasts stated in the report. The Appraiser does not warrant
any projections or forecasts.

The allocation of the overall property value between land and improvements, if any, applies only under the stated program of utilization. The
individual allocations of land and building value may not be used in conjunction with any other analysis.

The Appraiser is not required to provide any further consultation, testimony, or court appearance with regard to the Property unless agreed to by
the Appraiser in writing.

The contents of this report, in whole or in part (including its value conclusions, market data, or identity of the Appraiser) are confidential and may
not be disseminated to the public through advertising, public relations, news, sales, video, or any other media without the prior, written consent
of the Appraiser.

Possession of this report does not carry with it the right of use, reliance, distribution, or publication, unless authorized by the Appraiser in writing.

The maximum monetary liability of the Appraiser (including Apprise, Walker & Dunlop, Inc. and its subsidiaries) for any and all claims or causes of
action relating to the appraisal shall be limited to the total compensation actually received by Apprise for the appraisal. This limitation of liability
extends to all types of claims and causes of action, whether in contract or tort, but excludes claims/causes of action for intentionally fraudulent or
criminal conduct, or intentionally caused injury. In the event that different limitations of liability are set forth in an engagement agreement for the
appraisal between Apprise and its client, however, the limitations in that agreement shall apply between the Appraiser (including Apprise) and the
client.

Use of or reliance on the appraisal, regardless of whether such use or reliance is known or authorized by the Appraiser, constitutes
acknowledgement and acceptance of these General Assumptions and Limiting Conditions, any extraordinary assumptions or hypothetical
conditions stated in the report, and any other terms and conditions stated in the report. The appraisal should not be used or relied on by any
party who is not identified as the client or as an additional intended user in the report or identified in specific reliance language, if any, contained
in the report.
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Definitions were sourced from The Dictionary of Real Estate Appraisal, Sixth Edition (2015), Uniform Standards of Professional Appraisal Practice
(2020-2021), Intragency Appraisal and Evaluation Guidelines, and Marshall Valuation Service / Marshall & Swift.

ARMS-LENGTH TRANSACTION: A transaction between unrelated parties who are each acting in his or her own best interest.
AS IS MARKET VALUE: The estimate of the market value of real property in its current physical condition, use, and zoning as of the appraisal's effective date.

ASSESSED VALUE: The value of a property according to the tax rolls in ad valorem taxation; may be higher or lower than market value or based on an
assessment ratio that is a percentage of market value.

BAND OF INVESTMENT: A technique in which the capitalization rates attributable to components of a capital investment are weighted and combined to derive a
weighted-average rate attributable to the total investment.

CASH EQUIVALENCY: analytical process in which the sale price of a transaction with non-market-oriented financing or financing with unusual
conditions/incentives is converted into a price expressed in terms of cash.

CONFORMITY: Conformity is the appraisal principle that holds that real property value is created and sustained when the characteristics of a property conform
to the demands of its market.

CONTRACT RENT: The actual rental income specified in a lease.

CURABLE FUNCTIONAL OBSOLESCENCE: An element of depreciation; a curable defect caused by a flaw in the structure, materials, or design, which can be
practically and economically corrected.

DEBT COVERAGE RATIO (DCR): The ratio of net operating income to annual debt service, which measures the relative ability of a property to meet its debt
service out of net operating income; also called debt service coverage ratio (DSCR).

DEFERRED MAINTENANCE: Items of wear and tear on a property that should be fixed now to protect the value or income- producing ability of a property.

DEPRECIATION: In appraising, a loss in property value from any cause; the difference between the cost of an improvement on the effective date of the
appraisal and the market value of the improvement on the same date.

DIRECT COST: Expenditures for the labor and materials used in the construction of improvements; also called hard costs.
DISCOUNT RATE: Expenditures for the labor and materials used in the construction of improvements; also called hard costs.

DISPOSITION VALUE: The most probable price that a specified interest in real property should bring given the following terms: consummation of sale within a
limited future marketing period, current market conditions prevail as of the date of valuation, prudent and knowledgeable buyer and seller, seller is under
compulsion to sell and buyer is typically motivated, both parties acting with consideration to best interest, adequate marketing effort made in the limited time
allowed to complete the sale, payment made in local currency or other comparable financial arrangements, and the price represents the normal consideration
for the property sold, unaffected by special or creative financing or sales concessions. Definition is different from market value, due to the motivation of the
seller to dispose within a limited future marketing period.

EASEMENT: The right to use another’s land for a stated purpose. Access or right-of-way easements may be acquired by private parties or public utilities.
Governments may be the beneficiaries of easements placed on privately owned land that is dedicated to conservation, open space, or preservation.

EFFECTIVE AGE: defined as the age indicated by the condition and utility of a structure. Effective age can be greater or less than actual age. Regular repairs,
maintenance, and renovating all influence the effective age of a structure.

EFFECTIVE GROSS INCOME (EGI): The anticipated income from all operations of the real estate after an allowance is made for vacancy and collection losses
and an addition is made for any other income.
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improvements (TIs).

ECONOMIC LIFE: Defined as the period over which improvements to real property contribute to property value. Economic life and physical life rarely equate, as
the economic life of a structure is typically of shorter duration due to the fluctuating market demands external and unrelated to the physical structure itself.
Remaining economic life is the remaining duration, from the date of value, over which the improvements are estimated to contribute value.

ENTREPRENEURIAL INCENTIVE: The amount an entrepreneur expects to receive for his or her contribution to a project. Entrepreneurial incentive may be
distinguished from entrepreneurial profit (often referred to as developer’s profit) in that it is the expectation of future profit as opposed to the profit actually
earned on a development or improvement.

ENTREPRENEURIAL PROFIT: A market-derived figure that represents the amount an entrepreneur receives for his or her contribution to a project and risk; the
difference between the total cost of a property (cost of development) and its market value (property value after completion), which represents the
entrepreneur's compensation for the risk and expertise associated with development. An entrepreneur is motivated by the prospect of future value
enhancement (i.e., the entrepreneurial incentive). An entrepreneur who successfully creates value through new development, expansion, renovation, or an
innovative change of use is rewarded by entrepreneurial profit. Entrepreneurs may also fail and suffer losses.

EXCESS LAND: Land that is not needed to serve or support the existing improvement. The highest and best use of the excess land may or may not be the
same as the highest and best use of the improved parcel. Excess land has the potential to be sold separately and is valued separately.

EXPOSURE TIME: The estimated length of time that the property interest being appraised would have been offered on the market prior to the hypothetical
consummation of a sale at market value on the effective date of the appraisal.

EXTERNAL OBSOLESCENCE: A type of depreciation; a diminution in value caused by negative external influences and generally incurable on the part of the
owner, landlord, or tenant. The external influence may be temporary or permanent.

EXTRAORDINARY ASSUMPTION: An assignment-specific assumption as of the effective date regarding uncertain information used in an analysis which, if found
to be false, could alter the appraiser’s opinions or conclusions. Comment: Uncertain information might include physical, legal, or economic characteristics of the

subject property; or conditions external to the property, such as market conditions or trends; or the integrity of data used in an analysis.

FAIR MARKET VALUE: As used in condemnation, litigation, income tax, and property tax situations, a term that is similar in concept to market value but may be
defined explicitly by the relevant agency.

FEASIBILITY ANALYSIS: A study of the cost-benefit relationship of an economic endeavor.it:

FEE SIMPLE: Absolute ownership unencumbered by any other interest or estate, subject only to the limitations imposed by the governmental powers of
taxation, eminent domain, police power, and escheat.

FLOOR AREA RATIO: The relationship between the above-ground floor area of a building, as described by the zoning or building code, and the area of the plot
on which it stands; in planning and zoning, often expressed as a decimal.

FUNCTIONAL OBSOLESCENCE: The impairment of functional capacity of improvements according to market tastes and standards.
FURNITURE, FIXTURES, AND EQUIPMENT (FF&E): Business trade fixtures and personal property, exclusive of inventory.

GROSS BUILDING AREA: Total floor area of a building, excluding unenclosed areas, measured from the exterior of the walls of the above-grade area. This
includes mezzanines and basements if and when typically included in the market area of the type of property involved.

HIGHEST AND BEST USE: The highest and best use of a property is defined as “the reasonably probable and legal use of vacant land or an improved that is
physically possible, appropriately supported, finically feasible, and that results in the highest value.”

HYPOTHETICAL CONDITION: A condition, directly related to a specific assignment, which is contrary to what is known by the appraiser to exist on the effective
date of the assignment results but is used for the purpose of analysis. Comment: Hypothetical conditions are contrary to known facts about physical, legal, or
economic characteristics of the subject property; or about conditions external to the property, such as market conditions or trends; or about the integrity of
data used in an analysis.
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INDIRECT COSTS: Expenditures or allowances for items other than labor and materials that are necessary for construction but are not typically part of the
construction contract. Indirect costs may include administrative costs, professional fees, financing costs and the interest paid on construction loans, taxes and

the builder's or developer's all-risk insurance during construction, and marketing, sales, and lease-up costs incurred to achieve occupancy or sale. Also referred
to as soft costs.

INSURABLE REPLACEMENT COST: The cost estimate, at current prices as of the effective date of valuation, of a substitute for the building being valued, using
modern materials and current standards, design and layout for insurance coverage purposes guaranteeing that damaged property is replaced with a new

property.
INTERIM USE: The temporary use to which a site or improved property is put until a different use becomes maximally productive.

INVESTMENT VALUE: The value of a property to a particular investor or class of investors based on the investor’s specific requirements. Investment value may
be different from market value because it depends on a set of investment criteria that are not necessarily typical of the market.

LEASED FEE INTEREST: Freehold (ownership interest) where the possessory interest has been granted to another party by creation of a contractual landlord-
tenant relationship (i.e., a lease).

LEASEHOLD INTEREST: The right held by the lessee to use and occupy real estate for a stated term and under the conditions specified in the lease.
LEGALLY NONCONFORMING USE: A use that was lawfully established and maintained, but no longer conforms to the use regulations of its current zoning.
LIFE CYCLE: The three stages of a neighborhood’s life cycle are integration (development or growth stage), equilibrium (static or stability stage), and
disintegration (decline stage with diminishing demand); in some cases, a neighborhood experiences revitalization (redevelopment stage with increasing

demand), and the cycle continues.

MARKET AREA: The geographic region from which a majority of demand comes and in which the majority of competition is located. Depending on the market,
a market area may be further subdivided into components such as primary, secondary, and tertiary market areas.

MARKET STUDY: An analysis of the market conditions of supply, demand, and pricing for a specific property type in a specific area.

MARKETABILITY ANALYSIS: The study of how a specific property is expected to perform in a specific market. A marketability analysis expands on a market
analysis by addressing a specific property.

NEIGHBORHOOD: A neighborhood is a group of complementary land uses, inhabitants, buildings, or business enterprises. The neighborhood analysis entails
the objective analyzing of observable or quantifiable data indicating discernable patterns of urban growth, structure, and change that may detract from or
enhance property values; the analysis focuses on the four sets of considerations that influence value: social, economic, governmental, and environmental

factors.

NET OPERATING INCOME (NOI): The actual or anticipated net income that remains after all operating expenses are deducted from effective gross income but
before mortgage debt service and book depreciation are deducted.

OBSOLESCENCE: One cause of depreciation; an impairment of desirability and usefulness caused by new inventions, changes in design, improved processes for
production, or external factors that make a property less desirable and valuable for a continued use; may be either functional or external.

OVERALL CAPITALIZATION RATE (OAR): The relationship between a single year’s net operating income expectancy and the total property price or value.
POTENTIAL GROSS INCOME (PGI): The total income attributable to property at full occupancy before vacancy and operating expenses are deducted.
POTENTIAL GROSS INCOME MULTIPLIER (PGIM): The ratio between the sale price (or value) of a property and its annual potential gross income.
QUALITATIVE ADJUSTMENT: An indication that one property is superior, inferior, or the same as another property. Note that the common usage of the term is a

misnomer in that an adjustment to the sale price of a comparable property is not made. Rather, the indication of a property’s superiority or inferiority to
another is used in relative comparison analysis, bracketing, and other forms of qualitative analysis.
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RENTABLE AREA: The amount of space on which the rent is based; calculated according to local practice.

REPLACEMENT COST: The estimated cost to construct, at current prices as of a specific date, a substitute for a building or other improvements, using modern
materials and current standards, design, and layout.

SCOPE OF WORK: The type and extent of research and analysis in an appraisal or appraisal review assignment.

SURPLUS LAND: Land that is not currently needed to support the existing use but cannot be separated from the property and sold off for another use. Surplus
land does not have an independent highest and best use and may or may not contribute value to the improved parcel.

USABLE AREA: The area that is actually used by the tenants measured from the inside of the exterior walls to the inside of walls separating the space from
hallways and common areas.

USEFUL LIFE: The period of time over which a structure or a component of a property may reasonably be expected to perform the function for which it was
designed.

VACANCY AND COLLECTION LOSS: A deduction from potential gross income (PGI) made to reflect income deductions due to vacancies, tenant turnover, and
non-payment of rent; also called vacancy and credit loss or vacancy and contingency loss.
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Flood Zones
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ALTA/NSPS LAND TITLE SURVEY

BEMG A 2,437 AND 4,900 ACRE TACT OF LAND STUATED IN THE CURTES PARKS SURVEY, ABSTRACT NUMBER 1124
CITY OF DESOTO, DALLAS COUNTY, TEXAS
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Capitalization Rate Comps

Comp Close Date Price # Units $/Unit Avg Unit Size Occupancy NOI/Unit Cap Rate
1 Mar-23 $80,000,000 336 $238,095 964 91.8% $12,554 5.27%
2 Jan-23  $81,788,000 322 $254,000 939 94.2% $11,709 4.61%
3 Nov-22 $32,650,000 112 $291,518 960 98.0% $14,111 4.84%
4 Nov-22 $81,000,000 300 $270,000 860 97.0% $10,854 4.02%
5 Oct-22 $90,720,000 336 $270,000 896 82.7% $11,151 4.13%
6 Oct-22 $66,126,000 321 $206,000 952 96.0% $8,737 4.13%
7 Oct-22  $76,045,000 227 $335,000 981 95.0% $15,110 4.51%
8 Oct-22  $58,000,000 285 $203,509 852 95.5% $8,417 4.14%
9 Sep-22  $41,760,000 248 $168,387 844 94.0% $7,969 4.73%
10 Aug-22  $64,000,000 252 $253,968 936 96.8% $10,191 4.01%
Avg $67,208,900 274 $249,048 919 94.1% $11,080 4.44%
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Class A Market-Rate Apartment Complex 336 Units 14864 Fishtrap Rd Aubrey TX 76227-7634
Property Units Transaction
Market Dallas (A) Unit Finishes Good Sale
Submarket Northwest Denton County (A) Appliances High-End Stainless-Steel Close Date 03/01/2023
Neighborhood Rating (A-) Countertops Granite Contract Price $80,000,000
Location Rating (A+) Cabinets Good W/Hardware Adjustments $0
Building Primary Flooring Luxury Vinyl Plank Adjusted Sale Price $80,000,000
Building 3-Story Garden (B+) Secondary Flooring Luxury Vinyl Plank Adj. Price/Unit $238,095
Construction Frame, Brick And Wood Siding, Hip, Washer/Dryer Included All Units Adj. Price/BR $158,730
Composite Shingle Dishwasher, Garbage Disposal, Adj. Price/SF $247
GBA Microwave, Ceiling Fan, Walk-In Closet, Buyer 14864 Fishtrap Rd Owner, LLC
Year Built 2022 Feat Patio Balcony, Tile Backsplash, ) ) ) !
. eatures High/Vaulted Ceilings, Recessed Seller Alliance Residential Company
Quality Good Lighting, Breakfast Bar, Window Broker
NRA 323880 Coverings And Built-In Shelving Broker Company IPA
Renovated Broker Phone
Condition Good Conditions Arm's Length
Clubhouse, Controlled Access, Business Recording Info 2023-19180
Center, Fitness Center, Resort-Style o .
Pool, Billiards, BBQ Grill Verification Confidential
Cabana/Pergola, Outdoor Lounge, Dog Originator/Lender
Amenities Park, Package Locker, Courtyard, Spas,
Pools, Businesscenter, Fitness,
Washerdryer, Washerdryer Hookuponly,
Balcony/Patio (Partial Units), Microwave
(All Units) And Elevators
General Unit Mix Income
Parking Type Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $20.13/SF $6,520,000
Parking/Unit 1.15 1-BR 168 1.0 731 -812 766  Less Vacancy 6.47% $422,018
Land Area 761428 SF; 17.480 Acres 1,105 - Potential Net Rent $6,097,982
2-BR 168 2.0 1,162
Density 19 1,185 Less: Allowances
Land-to-Building Ratio - Average 15 964 Other Income & Reimbs 10.28% $670,000
Floor Area 7.435 Total 336 731-1,185 323,880 Effective Gross Income $6,767,982
School District Less Operating Expenses 37.68% $2,550,000
County Parcel ID SD5168A-000000A-0000-0002-0000 Net Operating Income $4,217,982
Formerly Known As NOI/Unit $12,554
ID # 6131959 Cap Rate Actual 5.27%

Comments

Prose Magnolia is a 336-unit, market rate apartment complex that was constructed in 2022. The property is a three-story, garden style community with surface parking. The property
reflects new construction and reached 91% occupancy when the property sold. The purchase price was verified by a confidential source directly involved with the transaction. For our
proforma, income was based upon in-place figures with slight modifications to market assuming stabilized operations. Expenses were based upon in-place figures with adjustments
assuming stabilized operations and taxes adjusted to 80% of the purchase price. The property was actively marketed IPA.
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Axis Grand Crossing

Class A Market-Rate Apartment Complex 322 Units 1661 S Forum Dr Grand Prairie TX 75052-1267
Property Units Transaction

Market Dallas (A) Unit Finishes Excellent Sale

Submarket Grand Prairie (B+) Appliances Stainless Steel Close Date 01/12/2023

Neighborhood Rating (C+) Countertops Granite Contract Price $81,788,000

Location Rating (A+) Cabinets Good W/Hardware Adjustments $0

Building Primary Flooring Luxury Vinyl Plank Adjusted Sale Price $81,788,000

Building 4-Story Mid-Rise (A) Secondary Flooring Luxury Carpet Adj. Price/Unit $254,000

Construction Wood, Brick, Sloped, Composite Shingle ~ Washer/Dryer Included All Units Adj. Price/BR $179,360

GBA 322000 Dishwasher, Garbage Disposal, Adj. Price/SF $270

Year Built 2022 Features :!(t:if‘g:;gn?/,eEgﬁtjznér\nl:\:::gj Closet, Buyer Sherman Residential
Quality Excellent Window Coverings And Breakfast Bar Seller Wood Partners

NRA 302413 Broker

Renovated Broker Company IPA

Condition Excellent Broker Phone

Clubhouse, Leasing Office, Controlled Conditions Arm's Length
Package Locker And Private Garages Verification WDIS
Originator/Lender

General Unit Mix Income

Parking Type Attached Garage And Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $0.00/SF $0
Parking/Unit 1.09 Studio 20 1.0 673 - 673 673 Less Vacancy

Land Area 629442 SF; 14.450 Acres 1-BR 183 1.0 722 - 849 789 Potential Net Rent

Densi - Less: Allowances

Land-:)-BuiIding Ratio 1.95:1 28R 104 18 1l11,22723 1181 Other Income & Reimbs

Floor Area 6.942 3-BR 15 2.8 llfig(; 1,450 Effective Gross Income $0
School District ! Less Operating Expenses

County Parcel ID 65-03951-101-002-0000 Average 13 939 Net Operating Income $3,770,427
Formerly Known As Alta Grand Crossing Total 322 673 - 1,450 302,413 NOI/Unit $11,709
ID # 6135778 Cap Rate Actual 4.61%
Comments

Axis Grand Crossing, fka Alta Grand Crossing is a 322-unit, market rate apartment complex that was constructed in 2022. The property display excellent finish out and a high level of
amenities. The purchase price and in-place cap rate were confirmed by parties privy to the transaction.
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Horizon at Ridgeview

Class A Market-Rate Apartment Complex 112 Units 1000 E Harmon Rd, Fort Worth TX 76131-3302
Property Units Transaction

Market Fort Worth (A-) Unit Finishes Good Sale

Submarket Northwest (A) Appliances Stainless Steel Close Date 11/10/2022

Neighborhood Rating (A-) Countertops Granite Contract Price $32,650,000

Location Rating (A) Cabinets Good W/Hardware Adjustments $0

Building Primary Flooring Luxury Vinyl Plank Adjusted Sale Price $32,650,000

Building 1-Story Garden (B+) Secondary Flooring Adj. Price/Unit $291,518

Construction Frame And Brick, Brick, Wood Siding Washer/Dryer Included Adj. Price/BR $142,576

And Tile, Gable, Composite Shingle Dishwasher, Garbage Disposal, Adj. Price/SF $304
GBA 107490 Mic.rowave, Ceili.ng Fan, Walk-In Closet, Buyer Starboard Ridgeview DST
Year Built 2021 Features Patio Balcony, Tile Backsplash, )
High/Vaulted Ceiling And Recessed Seller NEXMETRO Fossil Creek LP

Quality Good Lighting Broker

NRA 107490 Broker Company

Renovated Broker Phone

Condition Good Conditions Arm's Length

Amenities g;g'g:ﬁiﬁ?;ﬁg’ S::: d Parking, Pool, Recording Info

Verification Appraiser
Originator/Lender

General Unit Mix Income

Parking Type Attached Garage And Street # Avg Baths  SF Range Avg SF Potential Gross Rent $27.20/SF $2,923,200
Parking/Unit 1-BR 30 1.0 637 - 637 637 Less Vacancy 7.00% $204,624
Land Area 625193 SF; 14.352 Acres 2-BR 47 2.0 960 - 960 960 Potential Net Rent $2,718,576
Densi 7 - Less: Allowances

Land-:)-BuiIding Ratio 5.82:1 3BR 3 20 1llz,?;636 1,236 Other Income & Reimbs 11.70% $342,000
Floor Area 2.468 Average L7 960 Effective Gross Income $3,060,576
School District Total 112 637 - 1,236 107,490 Less Operating Expenses 48.36% $1,480,200
County Parcel ID 42611251 Net Operating Income $1,580,376
Formerly Known As NOI/Unit $14,111

ID # 6137686 Cap Rate 4.84%

Comments

The property was in good condition and 92% occupied at the time of sale. The purchase price was verified by the purchase and sales agreement. The purchase price reflects a 4.05%
capitalization rate based upon the T-11 annualized income and expenses with $200 per unit in reserves. For our proforma, income was based upon in-place figures with slight
modifications to market. Expenses were based upon in-place figures with several categories decreased to market terms and a projected increase in taxes. The property was actively

marketed by Berkadia.
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Gray Branch Luxury Apartments

Class A Market-Rate Apartment Complex 300 Units 1760 N Ridge Rd, McKinney TX 75071
Property Units Transaction
Market Dallas (A) Unit Finishes Very-Good Sale
Submarket Plano/Allen/McKinney (A) Appliances Black Close Date 11/01/2022
Neighborhood Rating (A-) Countertops Granite Contract Price $81,000,000
Location Rating (A+) Cabinets Good W/Hardware Adjustments $0
Building Primary Flooring Real Hardwood Adjusted Sale Price $81,000,000
Building 2-Story Garden (A-) Secondary Flooring Luxury Carpet Adj. Price/Unit $270,000
Frame And Wood, Combination, Wood Washer/Dryer Included All Units Adj. Price/BR $197,561
Construction Siding And Brick Veneer, Gable, Patio Balcony, Dishwasher, Garbage Adj. Price/SF $314
Composite Shingle ; - '
P g Dlgposal, WaIl_( In Closet, Microwave, Buyer Magellan Development
GBA 366759 Ceiling Fan, Tile Backsplash,
Year Built 2020 Features High/_VauIted Ceilingg, Pgndant_ Seller Cross Development
_ Lighting, Recessed Lighting, Window Broker Roberto Casas
Quality Good Coverings, Breakfast Bar And Built-In Broker Company I
NRA 258136 Shelving
Broker Phone (469) 232-1939
Renovated .
Conditions Arm's Length
Condition Excellent .
Recording Info 0160450
BBQ Grill, Clubhouse, Fitness Center, . .
Pool, Sport Court, Dog Park, Picnic Verification WIS
» Area, Controlled Access, Gated Parking, Originator/Lender
Amenities . . y
Leasing Office, Business Center, On-Site
Manager, Spa, Volleyball Court And Yard
Games
General Unit Mix Income
Parking Type Surface, Attached Garage And # Avg Baths  SF Range Avg SF Potential Gross Rent $0.00/SF $0
Detached Garage 1-BR 198 1.0 597-946 743 Less Vacancy
Parking/Unit 1.82 28R 94 18 993-1,234 1,073 Potential Net Rent
Land Area 803856 SF; 18.454 Acres 1,260 - Less: Allowances
. 3-BR 8 1.8 1,260
Density 16 1,260 Other Income & Reimbs
Land-to-Building Ratio 2.19:1 Average 1.3 860  Effective Gross Income $0
Floor Area 5.926 Total 300 597 - 1,260 258,136 Less Operating Expenses
School District McKinney ISD Net Operating Income $3,256,200
County Parcel ID R2762742 NOI/Unit $10,854
!
Formerly Known As Cap Rate Actual 4.02%
ID # 6114967

Comments

Gray Branch Luxury Apartments is a 300-unit class A, garden style apartment complex in McKinney, TX. The eight building two-story property was built in 2020 and displays a high end
finish of its units and offers a number of typical amenities for its classification such as a pool, volleyball court, pet park, fitness center, clubhouse and controlled access/gated parking.
The property was sold November 1st by Cross Development to Magellan Development in an arms length transaction. The seller was represented by JLL. The sale price and cap rate
information were provided by parties privy to the transaction.
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Copeland
Class A Market-Rate Apartment Complex 336 Units 2045 S Forum Dr Grand Prairie TX 75052-1190
Property Units Transaction
Market Dallas (A) Unit Finishes Excellent Sale
Submarket Grand Prairie (B+) Appliances High-End Stainless-Steel Close Date 10/20/2022
Neighborhood Rating (B) Countertops Quartz Contract Price $90,720,000
Location Rating (A+) Cabinets Good W/Hardware Adjustments $0
Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $90,720,000
Building 3-Story Garden (A) Secondary Flooring Basic Carpet Adj. Price/Unit $270,000
Construction Wood, Combination, Flat, Washer/Dryer Included All Units Adj. Price/BR $183,273
GBA 340000 Dishwasher, Garbage Disposal, Adj. Price/SF $301
Year Built 2022 Features Mlc.rowave, Celll.ng Fan, Walk-In Closet, Buyer Copeland Grand Prairie LLC
Patio Balcony, Tile Backsplash, Pendant
Quality Excellent Lighting And Window Coverings Seller KIW Grand Prairie Venture LLC
NRA 301121 Broker
Renovated Broker Company CBRE
Condition Excellent Broker Phone
Clubhouse, Controlled Access, Fitness Conditions Arm's Length
Center, Pool, Business Center, Resort- Recording Info 20220276195
A it Style Pool, BBQ Grill, Outdoor Lounge, . . ) .
menities Dog Park, Package Locker And Electric Verification Confidential
Vehicle (EV) Charging Stations Available Originator/Lender
On Site.
General Unit Mix Income
Parking Type Carport, Attached Garage And Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $0.00/SF $0
Parking/Unit 1.82 1-BR 198 1.0 624 - 936 724 Less Vacancy
Land Area SF; Acres 2-BR 117 2.0 993-1,307 1,114  Potential Net Rent
Densi - Less: Allowances
ty 3-BR 21 2.0 1,309 1,309
Land-to-Building Ratio - 1,309 Other Income & Reimbs
Floor Area 6.913 Average 14 89 Effective Gross Income $0
School District Grand Pairie ISD Total 336 624 -1,309 301,121 |ess Operating Expenses
County Parcel 1D igggggzggﬁgg;gggg' Net Operating Income $3,746,736
NOI/Unit $11,151
Formerly Known As Forum At Sara Jane, Wolff Multifamily Cap Rate Actual 4.13%

ID#

Comments

6133189

Copeland is a 336 unit, market-rate apartment complex that was constructed in 2022. The property is a three-story, garden style community with surface and garage parking. The
purchase price was confirmed by confidential parties privy to the transaction. No cap rate information or unusual sale conditions were reported. The property recently completed

construction and is almost stabilized as of the sale date.

App. 532



Sale Comp 6

Case 3:22-cv-02118-X

Station 3700

Document 250 Filed 05/30/23
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Class B Market-Rate Apartment Complex 321 Units 3700 Post Oak Blvd, Euless TX 76040-7577
Property Units Transaction
Market Fort Worth (A-) Unit Finishes Average-Good Sale
Submarket North Arlington (B+) Appliances Black And White Close Date 10/12/2022
Neighborhood Rating (A+) Countertops Epoxy-Surfaced Contract Price $66,126,000
Location Rating (B) Cabinets Good, No Hardware Adjustments $0
Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $66,126,000
Building 3-Story Low-Rise (B) Secondary Flooring Basic Carpet Adj. Price/Unit $206,000
Construction Wood, Masonry, Sloped, Composite Washer/Dryer Connections Adj. Price/BR $111,511
Shingle Breakfast Bar, Ceiling Fan, Dishwasher, Adj. Price/SF $216
GBA 305751 Garbage Disposal, High/Vaulted Buyer Station 3700 MF, LP
Year Built 2001 Features Ceilings, Microwave, Patio Balcony, !
. Recessed Lighting, Walk-In Closet And Seller Noel Management
Quality Average-Good Window Coverings Broker
NRA 305751 Broker Company NGKF
Renovated Broker Phone
Condition Average-Good Conditions Arm's Length
Business Center, Clubhouse, Controlled Recording Info D222246811
A it Access, Fitness Center, Gated Parking, . . .
menities BBQ Grill, Leasing Office, Package Verification Confidential
Locker And Pool Originator/Lender
General Unit Mix Income
Parking Type Carport And Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $19.31/SF $5,904,037
Parking/Unit 1.87 1-BR 96 1.0 745 - 782 764 Less Vacancy 5.00% $295,202
Land Area 561440 SF; 12.889 Acres 2-BR 178 1.8 913-1,020 985  Potential Net Rent $5,608,835
Densi 249 - Less: Allowances
ty 3-BR 47 2.0 1,217 1,217
Land-to-Building Ratio 1.84:1 1,217 Other Income & Reimbs
Floor Area 7.019 Average 1.6 952 Effective Gross Income $5,608,835
School District Total 321 745 - 1,217 305,751 Less Operating Expenses 50.00% $2,804,418
County Parcel ID 07064136; 07064144 Net Operating Income $2,804,417
Formerly Known As B!uffs At Paradise Creek, The, Paradise NOI/Unit $8,737
Hills Cap Rate Pro Forma 4.13%
ID # 6107002
Comments

Station 3700 is a 321-unit, market rate apartment complex that was constructed in 2001. It was reported that the property was renovated in 2015; however, no details on the number of
units or depth of the renovation. This was an arms-length sale of a Class B, unrestricted garden style apartment complex. The transaction was brokered by NGKF. The sale information
was provided by confidential parties privy to the transaction. The pro forma cap rate is based on the rents at the time of sale, a 95% occupancy rate, and a 50% operating expense ratio.
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Avilla Reserve

Document 250 Filed 05/30/23
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Class A Independent Living Facility 227 Units 11049 State Hwy 114

Property Units Transaction

Market Dallas (B) Unit Finishes Good Sale

Submarket Northwest Denton County (B) Appliances Stainless Steel Close Date 10/12/2022

Neighborhood Rating (B) Countertops Granite Contract Price $76,045,000

Location Rating (B) Cabinets Good W/Hardware Adjustments $0

Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $76,045,000

Building 1-Story Garden (B+) Secondary Flooring Basic Carpet Adj. Price/Unit $335,000

Wood And Frame, Masonry, Rock Washer/Dryer Included All Units Adj. Price/BR $157,770

Construction Stone, Wood Siding And Siding Not Ceiling Fan, Dishwasher, Garbage Adj. Price/SF $342

GBA 222640 Closet And Window Coverings Seller NEXMETRO RESERVE LP

Year Built 2020 Broker

Quality Good Broker Company Berkadia

NRA 222640 Broker Phone

Renovated Conditions Arm's Length

Condition Good Recording Info No Recording #

Amenities Clubhouse, Leasing Office, Pool, BBQ Verification Confidential

Grill And Dog Park Originator/Lender Not Disclosed

General Unit Mix Income

Parking Type Detached Garage And Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $25.60/SF $5,700,000
Parking/Unit 2.05 1-BR 64 1.0 637 - 637 637  Less Vacancy 6.00% $342,000
Land Area 871244 SF; 20.001 Acres 2-BR 71 2.0 960 - 960 960  Potential Net Rent $5,358,000
Densi 11 - Less: Allowances

Land-:J-BuiIding Ratio 3.91:1 R o 20 1,122636 1,236 Other Income & Reimbs 12.32% $702,000
Floor Area 5.111 Average 1.7 981 Effective Gross Income $6,060,000
School District Northwest ISD Total 227 637 - 1,236 222,640 |ess Operating Expenses 43.40% $2,630,000
County Parcel ID R766701 Net Operating Income $3,430,000
Formerly Known As NOI/Unit $15,110

ID # 3892 Cap Rate Pro Forma 4.51%

Comments

Avilla Reserve is a 227-unit market rate BFR apartment complex located at 11049 State Hwy 114 in Justin, Tx. The property was in good/new condition at the time of sale and 95%
occupied. The purchase price was verified by a confidential source directly involved in the transaction. The purchase price reflects a 4.13% capitalization rate based upon the T-3
annualized income and T-12 expenses with $200 per unit in reserves. For our proforma, income was based upon in-place figures with slight modifications to market. Expenses were

based upon in-place figures with R&M decreased to market terms and taxes adjusted and based on an assessment at 80% of the purchase price. Each unit has a fenced backyard area

and patio. The property was actively marketed for sale by Berkadia.
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Bardin Greene Apartments

Class B Market-Rate Apartment Complex 285 Units 300 Bardin Greene Dr, Arlington, TX 76018
Property Units Transaction
Market Fort Worth (A-) Unit Finishes Average-Good Sale
Submarket Southeast (A) Appliances Stainless Steel And White Close Date 10/01/2022
Neighborhood Rating (A+) Countertops Laminate Contract Price $58,000,000
Location Rating (A) Cabinets Good, No Hardware Adjustments $0
Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $58,000,000
Building 2-Story Garden (B) Secondary Flooring Basic Carpet Adj. Price/Unit $203,509
Construction Frame, Brick And Wood Siding, Gable Washer/Dryer Connections Adj. Price/BR $132,723
And Hip, Composite Shingle Dishwasher, Garbage Disposal, Ceiling Adj. Price/SF $239
GBA 252416 Features Fan, Microwave,. Walk-In Clo_set, Built-In Buyer Magma Equities Holdings LLC
. Shelving And Window Coverings
Year Built 2001 Seller Bardin Greene DST
Quality Average-Good Broker
NRA 242896 Broker Company Marcus & Millichap
Renovated Broker Phone
Condition Average-Good Conditions Arm's Length
Leasing Office, Controlled Access, Recording Info D223054263
Clubhouse, Business Center, Fitness
Amenities Center, Pool, Sport Court, Laundry Verification Confidential
Facilities, Courtyard, Picnic Area And Originator/Lender
Private Garages
General Unit Mix Income
Parking Type Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $19.43/SF $4,719,600
Parking/Unit 2.28 1-BR 152 1.0 605 - 750 669  Less Vacancy 6.50% $306,774
Land Area 690804 SF; 15.859 Acres 2-BR 114 2.0 900 - 1,167 1,022  Potential Net Rent $4,412,826
Density 17.96 38R 19 20 1,295 - 1,205 Less: Allowances
Land-to-Building Ratio 2.74:1 1,295 Other Income & Reimbs 11.23% $530,123
Floor Area 5.576 Average L5 852 Effective Gross Income $4,942,949
School District Arlington ISD Total 285 605 - 1,295 242,896 |ess Operating Expenses 51.47% $2,544,186
County Parcel ID 07697201 Net Operating Income $2,398,763
Formerly Known As NOI/Unit $8,417
ID # 6132614 Cap Rate Pro Forma 4.14%

Comments

This property is located in Arlington, Texas and currently under contract as part of a three-property portfolio to Magma Equities Holdings LLC (Buyer) for an allocated purchase price of
$58,000,000. The portfolio as a whole is being purchased for $230,000,000. The property was in average condition at the time of contract and 97% occupied. The property has received
minor renovations with vinyl-plank flooring and stainless-steel appliances in a small number of units. The buyer plans to renovate and reposition the asset. However, we have analyzed
the sale in its As- Is condition. For our proforma, income was based upon in-place figures with slight modifications to market. Expenses were based upon in-place figures with slight
modifications to market. the estimated amount of taxes was based on the assessment being adjusted to 75% of the contract purchase price.

App. 535



Sale Comp 9

Case 3:22-cv-02118-X Document 250 Filed 05/30/23 Page 188 of 344 PagelD 8381

Falcon Lakes

Class B Market-Rate Apartment Complex 248 Units 6504 Falcon River Way Arlington TX 76001-2831
Property Units Transaction
Market Fort Worth (A-) Unit Finishes Average Sale
Submarket Southeast (A) Appliances White Close Date 09/16/2022
Neighborhood Rating (A+) Countertops Formica Contract Price $41,760,000
Location Rating (B) Cabinets Refinished Original W/Hardware Adjustments $0
Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $41,760,000
Building 3-Story Garden (B-) Secondary Flooring Basic Carpet Adj. Price/Unit $168,387
Construction Wood And Frame, Brick Veneer And Washer/Dryer Connections Adj. Price/BR $108,750
Stucco, Hip, Composite Shingle Dishwasher, Garbage Disposal, Ceiling Adj. Price/SF $200
GBA 209280 Features Fan, Walk—Ip Clpset, Patiq Balcony, Buyer MACK (ARLINGTON) LLC
Year Built 2002 Recessed Lighting And Window
Coverings Seller FALCON LAKES LTD
Quality Average Broker
NRA 209280 Broker Company Eastdil Secured
Renovated Broker Phone
Condition Average Conditions Portfolio Sale
Leasing Office, Gated Parking, Recording Info D222229292
A it Clubhouse, Laundry Facilities, Pool, . . ) .
menities Fitness Center, Business Center And Verification Confidential 3rd Party
BBQ Grill Originator/Lender
General Unit Mix Income
Parking Type Other # Avg Baths  SF Range Avg SF Potential Gross Rent $19.88/SF $4,160,448
Parking/Unit 1.98 1-BR 120 1.0 689 - 689 689  Less Vacancy 5.00% $208,022
Land Area 760122 SF; 17.450 Acres 2-BR 120 2.0 976 - 976 976 Potential Net Rent $3,952,426
Densi 14 - Less: Allowances
ty 3-BR 8 2.0 1,185 1,185
Land-to-Building Ratio 3.63:1 1,185 Other Income & Reimbs
Floor Area 4.804 Average 1.5 844 Effective Gross Income $3,952,426
School District Kennedale 1SD Total 248 689 - 1,185 209,280 | ess Operating Expenses 50.00% $1,976,213
County Parcel ID 40012964 Net Operating Income $1,976,213
Formerly Known As NOI/Unit $7,969
ID # 6133728 Cap Rate Pro Forma 4.73%

Comments

This was an arms-length sale of a Class B, unrestricted apartment complex. This transaction was representative of "market" to the best of the appraiser's knowledge. The pro forma cap
rate information is based on rents at the time of transaction, and the expenses are market proforma. Reportedly, this property was part of a 34-property portfolio transaction.
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Creekside South
Class A Market-Rate Apartment Complex 252 Units 3400 McMillen Rd, Wylie, TX 75098
Property Units Transaction
Market Dallas (A) Unit Finishes Good Sale
Submarket Plano/Allen/McKinney (A) Appliances Stainless Steel Close Date 08/18/2022
Neighborhood Rating (B+) Countertops Granite Contract Price $64,000,000
Location Rating (A+) Cabinets Good W/Hardware Adjustments $0
Building Primary Flooring Basic Vinyl Plank Adjusted Sale Price $64,000,000
Building 3-Story Garden (B+) Secondary Flooring Basic Carpet Adj. Price/Unit $253,968
Construction Masonry, Brick And Rock Stone, Gable Washer/Dryer Included All Units Adj. Price/BR $152,381
And Hip, Composite Shingle Dishwasher, Garbage Disposal, Adj. Price/SF $271
GBA 332047 Microwave, Ceiling Fan, Walk-In Closet, Buyer 3400 McMillen Borrower LLC
. Patio Balcony, High/Vaulted Ceilings,
Year Built 2015 )
. Features Pendant Lighting, Recessed Lighting, Seller Creekside South Gardens, LP
Quality Good Built-In Shelving, Window Coverings Broker
NRA 235992 And Breakfast Bar Broker Company
Renovated Broker Phone
Condition Good Conditions Arms-Length
Leasing Office, Controlled Access, Recording Info 0112371
Clubhouse, Fitness Center, Business o .
Amenities Center, Resort-Style Pool, BBQ Grill, Verification Confidential
Outdoor Lounge, Firepit, Originator/Lender
Cabana/Pergola, Dog Park, Courtyard
And Picnic Area
General Unit Mix Income
Parking Type Surface # Avg Baths  SF Range Avg SF Potential Gross Rent $19.85/SF $4,683,600
Parking/Unit 1.79 1-BR 96 1.0 780 - 780 780  Less Vacancy 5.70% $266,965
Land Area 804771 SF; 18.475 Acres 2-BR 144 1.8 903 -1,037 1,015  Potential Net Rent $4,416,635
Densi 13 - Less: Allowances
ty 3-BR 12 2.0 1,250 1,250
Land-to-Building Ratio 2.42:1 1,250 Other Income & Reimbs 13.02% $610,000
Floor Area 5.418 Average 1.5 936 Effective Gross Income $5,026,635
School District Total 252 780 - 1,250 235992 Less Operating Expenses 48.91% $2,458,557
County Parcel ID R-6589-000-0010-1 Net Operating Income $2,568,078
Formerly Known As NOI/Unit $10,191
ID # 225 Cap Rate Pro Forma 4.01%

Comments

The property was 96% occupied at the time of sale and in good condition. The purchase price was verified by the purchase and sales agreement. The purchase price reflects a 3.89%

capitalization rate based upon the T-12 NOI annualized income, inclusive of $200 per unit in reserves. For our proforma, income was based upon in-place figures with slight modifications

to market. Expenses were based upon in-place figures with several categories decreased to market terms and taxes increased to approximately 75% of the purchase price.
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Rent Comps Summary

Comp
Rent 1
Rent 2
Rent 3
Rent 4

Rent 5
Subject

Name

The Abigail Apartments

The Beacon On Westmoreland
Desoto Ranch

Legacy Of Cedar Hill

Bella Ruscello

Bellwether Ridge

Address

821 S Polk St Desoto TX 75115-7589

120 S Westmoreland Rd Desoto TX 75115-
5403

801 S Polk St Desoto TX 75115-7573

720 N Joe Wilson Rd Cedar Hill TX 75104-
6134

250 E Highway 67 Duncanville TX 75137-4429
841 S Polk St Desoto TX 75115-7500

YOC

2007

2021

2002

2003

2007
2019

Units

198

194

248

600

216
150

Occ

94%

95%

91%

90%

87%
95%

Avg SF
951
849
993
954

805
937

Rent SF
$1.77
$1.93
$1.81
$1.43

$1.90
$1.83

Avg Rent
$1,685
$1,635
$1,797
$1,366

$1,532
$1,714

App. 539

Dist.
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The Abigail Apartments
Class B Market-Rate Apartment Complex 198 Units 821 S Polk St Desoto TX 75115-7589
Property Unit Mix
Market Dallas (A) Occupancy 94%
Submarket South County (C+) Concessions None
Neighborhood Rating (B) As Of 02/21/2023
Location Rating (A+) Summary
Building . Contract
# Units Avg Baths SF Range Avg SF Quoted Rent  Contract PSF Quoted PSF
Building 2-Story Garden (B) Rent
Construction Wood And Frame, Brick, Wood Siding 1-BR 198 1.0 951 - 951 951 $1,685 $1,685 $1.77 $1.77
And Stucco, Gable, Composite Shingle Avg 1.0 951 $1,685 $1,685 $1.77 $1.77
GBA 227423 Total 198 188,334 $333,630 $333,630
Year Built 2007 Breakdown
Quality Good layout # Beds Baths SF Current Rent  Quoted Rent  Current PSF Quoted PSF
NRA 188333.9964 All Floorplans 198 1 1.0 951 $1,685 $1,685 $1.77 $1.77
Renovated
Condition Good
Gated Parking, Controlled Access,
Clubhouse, Fitness Center, Business
Amenities Center, Pool, BBQ Grill, Outdoor
Lounge, Sport Court And Private
Garages
General
Electric Sub-Meter; Tenant-Pay
Gas
Water/Sewer Sub-Meter; Tenant-Pay
Trash Master-Meter; Tenant-Pay
Parking Type & Ratio ,
Land Area 0 SF; 0.000 Acres

County Parcel ID

PM Company
Formerly Known As
ID #

Comments

200547500A1A1A000;
200547500A3A1A000;
200547500A0020000

Indio Management

6129766

This property is located along the west line of South Polk Street, just north of East Parkerville Road. The unit mix presented represents all floorplans.
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Class A Market-Rate Apartment Complex 194 Units 120 S Westmoreland Rd Desoto TX 75115-5403
Property Unit Mix
Market Dallas (A) Occupancy 95%
Submarket South County (C+) Concessions None
Neighborhood Rating (©) As Of 02/21/2023
Location Rating (A+) Summary
Building . Contract
# Units Avg Baths SF Range Avg SF Quoted Rent  Contract PSF Quoted PSF

Building 3-Story Garden (B+) Rent
Construction , Brick Veneer And Rock Stone, , 1-BR 194 L0 849 - 849 849 $1,635 $1,635 $1.93 $1.93
GBA Avg 1.0 849 $1,635 $1,635 $1.93 $1.93
Year Built 2021 Total 194 164,702 $317,190  $317,190
Quality Good Breakdown
NRA 164701.9842 layout # Beds Baths SF Current Rent  Quoted Rent  Current PSF Quoted PSF
Renovated All Floorplans 194 1 1.0 849 $1,635 $1,635 $1.93 $1.93
Condition Good

Pool, Clubhouse, Fitness Center, BBQ
Amenities Grill, Playground, Dog Park, Gated

Parking And Elevators
General
Electric Sub-Meter; Tenant-Pay
Gas
Water/Sewer Sub-Meter; Tenant-Pay
Trash Master-Meter; Tenant-Pay
Parking Type & Ratio Tuckunder Garage,
Land Area 0 SF; 0.000 Acres

County Parcel ID
PM Company
Formerly Known As
ID #

Comments

200657400A0010000

Valiant Residential

6138742

This comparable is located in the southeast quadrant of West Belt Line Road and South Westmoreland Road, just west of Hampton Road. The unit mix presented represents all

floorplans.
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Desoto Ranch

Class A Market-Rate Apartment Complex 248 Units 801 S Polk St Desoto TX 75115-7573
Property Unit Mix
Market Dallas (A) Occupancy 91%
Submarket South County (C+) Concessions None
Neighborhood Rating (B) As Of 02/21/2023
Location Rating (A+) Summary
Building . Contract
# Units Avg Baths SF Range Avg SF Quoted Rent  Contract PSF  Quoted PSF
Building 3-Story Garden (B+) Rent
Construction . Brick And Wood Siding, , Composite 1-BR 248 1.0 993 - 993 993 $1,797 $1,797 $1.81 $1.81
Shingle Avg 1.0 993 $1,797 $1,797 $1.81 $1.81
GBA Total 248 246,257 $445,656 $445,656
Year Built 2002 Breakdown
Quality Good layout # Beds Baths SF Current Rent  Quoted Rent  Current PSF Quoted PSF
NRA 246256.9816 All Floorplans 248 1 1.0 993 $1,797 $1,797 $1.81 $1.81
Renovated
Condition Good
Pool, Clubhouse, Fitness Center,
Amenities Business Center, BBQ Grill, Dog Park
And Gated Parking
General
Electric Sub-Meter; Tenant-Pay
Gas Master-Meter; Tenant-Pay
Water/Sewer Sub-Meter; Tenant-Pay
Parking Type & Ratio Tuckunder Garage,
Land Area 0 SF; 0.000 Acres
County Parcel ID 65112436510250000
PM Company Bell Partners
Formerly Known As
ID # 6138745

Comments

This property is located along the west line of South Polk Street, just north of East Parkerville Road. The unit mix presented represents all floorplans.
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Legacy of Cedar Hill

Class A Market-Rate Apartment Complex 600 Units 720 N Joe Wilson Rd Cedar Hill TX 75104-6134
Property Unit Mix
Market Dallas (A) Occupancy 90%
Submarket South County (C+) Concessions None
Neighborhood Rating (B-) As Of 02/21/2023
Location Rating (A+) Summary
Building . Contract
# Units Avg Baths SF Range Avg SF Quoted Rent  Contract PSF Quoted PSF

Building 2-Story Garden (B) Rent
Construction Wood, Brick, , 1-BR 600 1.0 954 - 954 954 $1,366 $1,366 $1.43 $1.43
GBA Avg 1.0 954 $1,366 $1,366 $1.43 $1.43
Year Built 2003 Total 600 572,653 $819,600  $819,600
Quality Average-Good Breakdown
NRA 572652.96 layout # Beds Baths SF Current Rent  Quoted Rent  Current PSF Quoted PSF
Renovated All Floorplans 600 1 1.0 954 $1,366 $1,366 $1.43 $1.43
Condition Average-Good
Amenities Pool, Clubhouse, BBQ Grill, Fitness

Center, Playground And Gated Parking
General
Electric Sub-Meter; Tenant-Pay
Gas
Water/Sewer Sub-Meter; Tenant-Pay
Trash Master-Meter; Tenant-Pay
Parking Type & Ratio ,
Land Area 0 SF; 0.000 Acres

County Parcel ID 16-02825-001-001-0000

PM Company Morgan Properties
Formerly Known As

D # 6138762
Comments

This property is located in the SEC of East Pleasant Run Road and North Joe Wilson Road. The property was built in three phases (2000, 2003, and 2006). The YOC reflects the weighted
average.
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Bella Ruscello

Class A Market-Rate Apartment Complex 216 Units 250 E Highway 67 Duncanville TX 75137-4429
Property Unit Mix

Market Dallas (A) Occupancy 87%

Submarket South County (C+) Concessions None

Neighborhood Rating (B-) As Of 02/21/2023

Location Rating (A+) Summary

Building . Contract

# Units Avg Baths SF Range Avg SF Quoted Rent  Contract PSF Quoted PSF

Building 3-Story Garden (B) Rent

Construction Frame, Brick And Stucco, , Composite 1-BR 216 1.0 805 - 805 805 $1,532 $1,532 $1.90 $1.90

Shingle Avg 1.0 805 $1,532 $1,532 $1.90 $1.90

GBA Total 216 173,922 $330,912 $330,912

Year Built 2007 Breakdown

Quality Average-Good layout # Beds Baths SF Current Rent  Quoted Rent  Current PSF Quoted PSF
NRA 173921.9904 All Floorplans 216 1 1.0 805 $1,532 $1,532 $1.90 $1.90
Renovated

Condition Average-Good

Amenities Pool, Clubhouse, Fitness Center,

Business Center And Gated Parking

General

Electric Sub-Meter; Tenant-Pay

Gas

Water/Sewer Sub-Meter; Tenant-Pay

Trash Master-Meter; Tenant-Pay

Parking Type & Ratio Tuckunder Garage,

Land Area 0 SF; 0.000 Acres

County Parcel ID
PM Company
Formerly Known As
ID #

Comments

22-03577-00A-06A-0000
Venterra Realty
Duncanville Villages
6138763

This comparable has a setback location along the southeast line of Highway 67, just northeast of South Main Street. The unit mix presented represents all floorplans.

App. 544
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Case 3

MGTCO:  SUNRIDGE

YEAR BUILT 2019

2023
PILLAR INCOME RESIDENTIAL OPERATING BUDGET

PRINTED:
FILE NAME:

15-May-23

BELLWETHER-23

09:18 AM

140,601
1ST STABLE MONTH/ PURCHASE DATE  May-19 NET RENTABLE S0. FEET RENT INCREASES. POTENTIAL | POSSIBLE
properTy. BELLWETHER RIDGE FOR THE BUDGET PERIOD BEGINNING MUMBER OF UNITS: 150 Avg. rentiunit Dec-22 | 1695 1572
ciTy/sT.  DESOTO FOR THE BUDGET PERIOD ENDING AVERAGE UNIT SIZE Avg. rentiunit Dec-23 1,776 1676
OWNER:  SPC Percentage Increase: 4.72% 6.62%
]
[Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 | Dec-22
AVERAGE RENTIUNIT - POTENTIAL: 1,695 1,695 1715 1.715 1.715 1735 1,735 1735 1,755 1,755 1,755 1,775 1,695
AVERAGE RENT/SQLFT. - POTENTIAL: 1.81 1.81 183 183 183 1.85 1.85 1.85 187 187 187 1.89 181
$ INCREASE FROM PRIOR MO: 20.00 20,00 20.00 20,00
% INCREASE FROM PRIOR MO: 1.18% 1.17% 1.15% 1.14%
AVERAGE RENT/UNIT - POSSIBLE: 1575 1,587 1,596 1,608 1622 1,635 1,647 1,656 1,663 1,669 1673 1,676 1.572
AVERAGE RENT/SQLFT. - POSSIBLE: 168 169 1.70 172 173 174 1.76 177 177 178 178 179 168
$ INCREASE FROM PRIOR MO 3.00 12.00 9.00 12.00 14.00 13.00 12,00 9.00 7.00 6.00 4.00 3,00
% INCREASE FROM PRIOR MO: 0.19% 0.76% 0.57% 0.75% 0.87% 0.80% 0.73% 0.55% 0.42% 0.36% 0.24% 0.18%
]
PHYSICAL OCCUPANCY: 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% 96.50% | AVERAGE OCCUPANCY | % OF TOTAL |
Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 TOTAL $ISQFT S/UNIT POSSIBLE |
REVENUES
GROSS POTENTIAL RENT PER SCHEDULE 254,290 254,290 257,290 257.290 257.290 260,200 260,200 260,290 263,290 263,290 263,290 266,290 3,117,480 2217 20,783 106.00%
(LOSS)/ GAIN TO LEASES (18.028) (16.287) (17.827) (16,106} (13.995) (14.968) (13.214) (11.938) (13.867) (12.911) (12.377) (14.950) | (176,468) (1.26) (1.176) -6.00%
TOTAL POSSIBLE RENT PER LEASES 216,262 238,003 239,483 241,184 243,295 245,322 247,076 248,352 249,423 250,379 250,913 251,340 | 2,941,012 20.92 19,607 100.00%
VACANCY LOSSES 8,900 8,900 9,005 9,005 9,005 9,110 9,110 9,110 9215 9215 9.215 9,320 109,110 0.78 727 371%
TOTAL OTHER RENTAL LOSSES 3.764 3.790 3.812 3,838 3,869 3,900 3,926 3,945 3,961 3,976 3.084 3,980 46,755 0.33 a1z 1.59%
TOTAL RENTAL LOSSES 12,684 12,690 12817 12,843 12,874 13,010 13,028 13,055 13,176 13,191 13,199 13,310 155,865 11 1029 5.30%
NET RENTAL REVENUE 223,598 225313 226,646 228,341 230.421 232.312 234,040 235,297 236,247 237,188 237.714 238.030 | 2,785,147 19.81 18,568 94.70%
TOTAL OTHER REVENUE 10,100 10,350 10425 10,870 13.470 13545 11.390 10,870 10425 10,350 10,350 9.905 132,050 0.M BAO 4.49%
TOTAL REVENUES 233,698 235,663 237,071 239,211 243,891 245,857 245,430 246,167 246,672 247,538 248,064 247,935 | 2,917,197 20.75 19,448 99.19%
OPERATING EXPENSES
PERSONNEL 18,624 17.469 17,679 18,866 20,368 20,368 21.684 20,496 20,729 19,281 18,104 18,003 231,761 165 1,545 7.88%
MANAGEMENT FEES 6714 6.765 6,804 6,863 6,991 7,045 7,034 7,054 7.068 7.092 7.106 7.102 83,638 0.59 558 2.84%
ADMINISTRATIVE E¥3F] 3,368 3,347 2,597 2697 2,597 2,597 2597 2597 2,597 2.797 2,797 33,794 024 225 1.15%
LEASING 2,397 22717 2277 2,592 2,667 3217 2,657 2342 2477 2972 2477 2412 30,762 022 205 1.05%
UTILITIES 4,464 5179 3,961 3.848 3467 4,484 4817 7.065 3283 3103 3,139 1,973 48,804 035 325 166%
SERVICES 1,106 1,106 1,206 1.106 1,106 1,306 1,306 1406 1,106 1,106 1.106 1,106 14,072 010 o 0.48%
CLEANING & DECORATING 1,604 1,604 1,604 1.932 3,571 3,541 2260 1902 1,604 1,604 1,604 1.276 24,103 017 161 0.82%
REPAIRS & MAINTENANCE 1420 1420 1.420 1,420 1.540 1,740 1,740 1,740 1420 1420 1.420 1420 18,120 013 121 0.62%
PROPERTY TAXES 51617 51617 51617 51617 51617 51,617 51617 51617 51617 51617 51617 51,617 619,407 441 4,129 21.06%
PROPERTY INSURANCE 6,305 6,305 6,305 6.305 6,305 6,305 6,305 6,305 6,305 6,305 6,305 6,305 75,660 0.54 504 257%
TOTAL OPERATING EXPENSES 97 462 97,109 96,219 97,146 100,349 102,220 102,016 102,524 98,205 97,096 95,675 94,100 1,180,120 8.39 7,867 40.13%
NET OPERATING _ZGOZI ._um_ml.,wm 138,554 140,852 142,066 ._hu.ualn ._au.mluq 143,414 143,643 148,466 150,442 ._mln.uue 153,835 1,737,077 12.35 11,581 59.06%
PROPERTY REPLACEMENTS
RECURRING 212 212 212 212 212 1,332 212 1332 212 212 212 212 4,785 0.03 32 0.16%
NON-RECURRING (includes Propedy Loss 3,600 3400 10319 15017 7.075 1.000 5,500 5,000 10817 5,665 2.567 500 71,160 051 474 242%
TOTAL PROPERTY REPLACEMENTS 3,812 3812 10,531 15229 7,987 2,332 5712 6332 11,029 5,877 2779 712 75,945 0.54 508 2.58%
NET RESERVE ACTIVITY 3,750 [] ] 3.750 ] 0 3,750 [] [] 3,750 ] 0 15,000 0.11 100 0.51%
AVAILABLE FOR DEBT SERVICE 128,674 134,942 130,321 123,087 135,555 141,305 133,952 137,311 137,437 140,815 149,611 153123 | 1,646,132 1M 10,974 55.97%
DEBT SERVICE 78,207 78,207 78,207 78,207 78,297 78,297 78,297 78,207 78,207 78,207 78,207 78,297 939,560 6.68 6,264 31.95%
CASH FLOW 50,377 56,645 52,024 44,790 57,258 63,008 55,656 59,015 59,140 62,518 71,314 74,826 706,571 5.03 4,710 24.02%
PAGE 2 OF 12
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SOUTHWI

PERSONAL QUALIFICATIONS

John D. Jordan, MAl is a Managing Director at Apprise by Walker & Dunlop,

JOHN JORDAN, MAI based in Dallas, Texas. In his role, he is responsible for client relationships,
MANAGING DIRECTOR growing the national platform, and expanding the Southwest multifamily team.
He brings more than 35 years of real estate experience to Walker & Dunlop.
Work: 214.693.4419 Mr. Jordan has experience with nearly every property type and has provided
Jjordan(@apprise.us consulting/appraisals assignments in every state. During his career, he has

appraised/reviewed over 6,000 multifamily complexes.

Separate from Walker & Dunlop, Mr. Jordan is the President of Deverick &

Associates, Inc. (D&A), a company he founded in 1984 which was a full-

Certified General Real Estate service real estate appraisal, mortgage/investment sales brokerage, consulting,
Appraiser and review firm with a national presence. D&A provided comprehensive
TX - 1321156

valuation services and specializes in preparing high-quality appraisals on
OK — 12104 p preparing high-q Y app

complex properties with a major emphasis on multifamily assets. In 2019
MO - 2019002055

D&A’s appraisal team merged with Colliers where Mr. Jordan served in

) multiple roles including Executive Managing Director / US Multifamily Client
Texas Licensed Broker ) ) . .
Services. Prior to the Colliers’ merger, D&A was one of the top five appraisal

firms by annual appraisal volume with Fannie Mae and Freddie Mac.

Seteatio Rt ution Mr. Jordan’s tenure has included Director of Acquisition for Ensearch Realty,

o brokerage, and consulting. In these various capacities, he has enabled the
University of Oklahoma . . .
F purchase and financing of several investment-grade properties, represented

Inance . . . . . . .
the seller as principal broker in one of the largest multifamily trades in 2017 in

Appraisal Institute Designated the State of Texas, and represented the buyer and seller as principal broker on

Member MAI a large four property portfolio valued more than $170 MM, reflecting one of
the largest 2020 multifamily trades in North Texas. Further, he is an active

Past Associate Member of Mortgage participant in various real estate entities, consults with several publicly held

Bankers Association of America corporations, and has acted as a broker on approximately $500 million in

CMBS, banks, & Fannie Mae loans.

Past Licensed Tax Consultant, State

of Texas Mr. Jordan is a Member of the Appraisal Institute, Licensed Texas Real Estate
Broker, State Certified General Real Estate Appraiser, and past Texas

Licensed Tax Consultant.
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SOUTHWI

LICENSES

JOHN JORDAN, MAI
MANAGING DIRECTOR

Work: 214.693.4419
Jjordan(@apprise.us

State of Oklahoma

Glen Mulready, Insurance Commissioner

Oklahoma Real Estate Appraiser Board

This is to certify thai:

John Jordan

has complied with the provisions of the Oklahoma Real Estate
Appraisers Act to transact business as a State Certified General
Real Estate Appraiser in the State of Oklahoma.

In Witness Whereaf, I have hereunto set my hand and caused
the seal of my office to be affived at the City of Oklahoma City,
State of Oklahoma, this 23vd day of  August , 2021 .

Kby

Glen Mulready, Insurance Cammissiones
Chall Oelab Real Estate Appraiser Board

Certified General

TALCB Real Estate Appraiser

TENAL APPRAISER LICENSING &
CERTIFICATION B3ARD

Memb Midehoma Real Estate iser Board

Appraiser: John Deve_r'ick Jordan :
License #: TX 1321156 G License Expires: 06/30/2023

\LL*&"——T_N 7@;& /
Buodon Wt s A Bor

Bspin: (Ml omi Afiraiver Mawsber:

08/31:2024 12104CGA

Having provided satisfactory evidence of the qualifications required

by the Texas Appraiser Licensing and Certification Act, Occupations

Cade, Chapter 1103, authorization is granted to use this title: T

Certifled General Real Estate Appraiser Chllgm. ZBe=
sy x Chelsea Buchholtz

For additional information or to file a complaint please contact TALCB Commissioner

at www.talch.texas.gov.
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SOUTHW

PERSONAL QUALIFICATIONS

Mr. Ribelin has been engaged in the real estate industry in excess of

JASON RIBELIN thirteen years. Over the last seven years, Mr. Ribelin has been primarily
SENIOR DIRECTOR focused on multi-family properties and has personally inspected and
appraised over 1,000 apartments complexes in 35 states ranging from ten
Work: 469.248.1249 units to 2,000+ units. Mr. Ribelin has appraised all asset classes and has
Cell: 405.517.6917 vast knowledge of conventional and affordable properties inclusive of
ribelin@apprise.us LIHTC, LURA, Section 236, and HAP properties. Additionally, Mr. Ribelin
has conducted research on and made appraisals and/or inspections of
numerous other property types which include the following:
Certified General Real Estate Appraiser e Automotive Dealerships
TX—1380338 LA —4232 « Office buildings
OK-13292 AZ - 1023773 ¢ Planned unit developments
MS — 1420 AK - 185970 e Retail centers (all property types)
MN — 40808735 e Industrial / Flex warehouse
MD —-33970

e Waterfront Land
e Community Amenity Centers

¢ Vacant land
EDUCATION & AFFILIATIONS e Hotels

University of North Texas
Bachelor of Science, Integrative Studies

CO —200000038

Successfully completed the following

relevant courses.

* Basic Appraisal Principles

* Basic Appraisal Procedures

* Uniform Standards of Professional
Appraisal Practice (USPAP)

Appraisal Institute Courses Completed:

* General Appraiser Market Analysis
and Highest & Best Use

* General Appraiser Sales Comparison
Approach

* General Appraiser Site Valuation
and Cost Approach

5949 SHERRY LANE, SUITE 1500

DALLAS, TEXAS 75225
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SOUTHW

LICENSES

JASON RIBELIN
SENIOR DIRECTOR

Work: 469.248.1249
Cell: 405.517.6917
jribelin@apprise.us
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IN THE UNITED STATES DISTRICT COURT FOR
THE NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
SECURITIES AND EXCHANGE
COMMISSION
Plaintiff, CASE NO. 3:22-CV-2118-X

V.
TIMOTHY BARTON, et al.,

Defendants,

L L L L L L L L L L >

DECLARATION OF SCOTT D. HAKALA, PH.D., CFA RELATED TO SOUTHERN
PROPERTIES CAPITAL, LTD.”S MOTION FOR INTERVENTION AND OPPOSITION
TO THE SALE OF CERTAIN APARTMENT COMPLEXES KNOWN AS PARC AT
WINDMILL FARMS, BELLWETHER RIDGE, PARC AT INGLESIDE, AND PARC AT
OPELIKA

1. I have been employed by counsel for Southern Properties Capital, Ltd., (“SPC”) to address
a number of issues related to the Receivership of four entities purportedly owning apartment
complexes known as Parc at Windmill Farms (“Windmill Farms” purportedly owned by D4FR
LLC or “D4FR”), Bellwether Ridge (“Bellwether” purportedly owned by D4DS LLC or “D4DS”),
Parc at Ingleside (“Ingleside”, purportedly owned by D4IN LLC or “D4IN”) and Parc at Opelika
(Opelika, purportedly owned by D4OP LLC or “D40OP”) (collectively the properties will be

referred to as the “Apartment Complexes”) and proposed sales by the Receiver of Parc at Windmill

Hakala Declaration re. SPC Intervention and Reply to Receiver Page 1
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Farms and Bellwether Ridge (the “Proposed Sales”).! Additionally, the Receiver has now
proposed similar actions with respect to the Opelika and Ingleside apartment complexes in the
Receiver’s Motion for Summary Judgment.

2. In this declaration, my conclusions are as follows:

a. The subject loans from SPC to entities holding interests in D4FR, D4DS, D4IN, and D4OP
were hybrid securities known as loans convertible into equity interests. These are common
in real estate finance. The conversion features are essential in order to provide an adequate
return to the convertible lender given that the funds are used to finance equity in each
project. There is no requirement of default for the conversion of such loans to equity, nor
would such a condition make sense financially or practically.

b. The National Valuation Consultants, Inc. (“NVC”) and brokers opinions obtained by the
Receiver and submitted in connection with the respective motions for the Proposed Sales
are understated and not consistent with the market for a fair sale of either the Windmill
Farms or the Bellwether properties. They underestimated revenues and overestimated
operating expenses relative to the management budgets prepared for D4FR and D4DS.
They also chose capitalization rates and valuation conclusions that were at the upper end
of or outside of the range suggested by the market comparable sales information and
understated value relative to what would be realized in a fair market sales process for these
properties.

c. Apprise by Walker and Dunlop, Inc. (“Apprise”) used conservative methods based on an

arm’s-length sale (with more conservative estimates on net operating income) to estimate

1 See RECEIVER’S VERIFIED MOTION FOR APPOINTMENT OF APPRAISERS, APPROVAL OF APPRAISALS, APPROVAL
HEARING, AND APPROVAL OF SALE OF BELLWETHER RIDGE, 9 March 2023, (‘Bellwether Ridge Motion”) and
RECEIVER’S VERIFIED MOTION FOR APPOINTMENT OF APPRAISERS, APPROVAL OF APPRAISALS, APPROVAL
HEARING, AND APPROVAL OF SALE OF PARC AT WINDMILL FARMS, 23 February 2023 (“Windmill Farms Motions”).

Hakala Declaration re. SPC Intervention and Reply to Receiver Page 2
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the value of Bellwether Ridge to be $31.2 million (not including the favorable HUD
financing loan rate) as opposed to the lower values suggested by NVC and the brokers cited
by the Receiver. The proposed sale at $27.0 million is inadequate given the potential for
growth in rents, the current market, the age of the complex, and the favorable HUD loan
financing (which is worth at least another $2.00 million in additional value).

d. Apprise used conservative methods based on an arm’s-length sale (with more conservative
estimates on net operating income) to estimate the value of Parc at Windmill Farms at
$57.8 million as opposed to the much lower values suggested by NVC and the brokers
cited by the Receiver and as compared with a current proposed sale at $51.0 million. The
proposed sale at $51.0 million is inadequate given the potential for growth in rents, the
lower actual operating expenses, the age of the complex, and the favorable HUD loan
financing (which is worth at least another $3.57 million in value).

e. The sales process and the fact that the Receiver conducted that process renders the
negotiations more in the nature of an “orderly liquidation” or “forced sale”, not a fair sale.
In that process, the buyer typically understands that the Receiver desires and needs to sell
and that the property has not been fully marketed. This process, therefore, will naturally
result in less value than a fully marketed property in a fair market sales process. The
differences in the valuations obtained by the Receiver as opposed to those by Colliers
International and Apprise reflect in part that fact. The discount in price is significant as a
result.

f. The appraisals provided by NVC, the brokers’ opinions obtained by the Receiver, and even
the appraisals by Colliers International and now Apprise by Walker & Dunlop, Inc. all

assume a buyer obtains replacement financing and do not consider the values of the

Hakala Declaration re. SPC Intervention and Reply to Receiver Page 3
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favorable interest rates associated with the HUD loads to D4AFR and D4DS. As shown in
Schedule C.1, the HUD loan on Bellwether Ridge represents favorable financing in the
amount of at least $2.00 million for a ten-year period and $2.53 million for a fifteen-year
period. In Schedule C.2, the HUD loan on Parc at Windmill Farms is worth at least $3.57
million in favorable financing for a ten-year holding period and $4.56 million on a fifteen-
year holding period. The buyer is proposing to and SPC also would assume the HUD loans
at those favorable interest rates and terms. Additionally, the HUD loans have prepayment
penalties that would be avoided by having any acquirer assume those HUD loans. Thus, all
transactions should consider the value of favorable financing in the analyses of fairness.

g. The Proposed Sales of Windmill Farms and Bellwether Ridge apartments would both result
in less-than fair proceeds to the estates of D4DS and D4FR.

1. As shown in Schedule C.1, the Receiver has an estimated shortfall in consideration of
between $6.39 million and $6.91 million on the sale of Bellwether Ridge with the
assumption of the HUD loan by the buyer.

1. As shown in Schedule C.2, the Receiver has an estimated shortfall in consideration of
between $10.80 million and $11.79 million on the sale of Parc at Windmill Ridge with
the assumed of the HUD loan by the buyer.

h. SPC realizes greater irreparable harm given the proposals of the Receiver and upon the sale
of Bellwether Ridge and Windmill Farms.

i.  SPC effectively owns through its conversion rights the equity to D4DS, D4FR, D4IN,
and D4OP.

1.  There is additional value to control and in the right to manage the property and time

the sale of the property in the future. That option or right has incremental value to a

Hakala Declaration re. SPC Intervention and Reply to Receiver Page 4
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party holding an asset, often called a “control premium”. The value of that option or
control right to hold the properties and maximize value through ownership adds
additional value to SPC.

1ii.  As shown in Schedule C.1, the sale of Bellwether Ridge and retention of the net
proceeds after paying off the SPC loan would inadequately compensate SPC and result
in a loss in value of at least $12.00 million to $12.48 million. This does not include the
option value associated with continued control and ownership and the ability to manage
and time the future sale.

iv.  Asshown in Schedule C.2, the sale of Windmill Farms and retention of the net proceeds
after paying off the SPC loan would inadequately compensate SPC and result in an
immediate loss of between $19.16 million and $20.15 million. This does not include
the option value associated with continued control and ownership and the ability to
manage and time the future sale.

v.  Given the nature of the valuations, both D4IN and D4OP are expected to appreciate
substantially in the future as rents stabilize such that SPC’s ownership rights are worth
millions of dollars each that would be effectively denied by the Receiver. As shown in
Schedule C.3, estimates based on the Receiver’s position and assuming an average
discount of 5.0% off fair value for the losses to SPC from a similar sale of the Ingleside
property are between $5.75 million and $6.59 million using conservative estimates. As
shown in Schedule C.4, estimates based on the Receiver’s position and assuming an
average discount of 5.0% off fair value for the losses to SPC from a similar sale of the

Opelika property would be between $15.21 million and $16.22 million.
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vi. Both SPC and its parent Transcontinental Realty Investors (“TCI”) are publicly
reporting companies such that these damages would flow to the shareholders as well.
SPC and TCI publicly disclose the value of their conversion rights associated with
D4DS, D4FR, D4IN, and D4OP and are constructive owners as a result of those
conversion rights for financial accounting purposes.
3. Additionally, the entities D4DS, D4FR, D4IN, and D4OP and their immediate affiliate
companies were Special Purposes Entities (“SPE”) subject to audit and review and separated from
the other Barton interests that the Receiver represents. The funds used to capitalize D4DS, D4FR,
D4IN, and D4OP are identified as from the HUD and SPC loans and not from other sources. 1
have been tasked with and involved in preparing plans of allocation for the distributions of
recoveries on numerous occasions for courts, for the US Securities & Exchange Commission or
Department of Justice, for private class plaintiffs, and for FINRA. In my experience, it is
inequitable and improper in any plan of allocation associated with a recovery to use funds from a
recovery from one distinct set of companies to cover losses and claims of creditors and investors
who claim losses for separate and distinct reasons in unrelated entities and thereby deprive a party,
SPC in this instance, of its contractual rights and claims and cause SPC to incur a loss.
4. My expertise and experience are set forth later in this declaration and also in Exhibit A to
this Declaration. I have more than thirty years of experience as a valuation expert. That experience
has included:
a. Valuing numerous convertible securities and conversion rights or other derivative
securities for financial reporting, income and estate and gift tax purposes, private equity

reporting, advisory (fairness) purposes, and in litigation.
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b. Valuing assets and entities in financial or operating distress including for or related to
trustees or receivers, orderly liquidation purposes, secured lending purposes, financial
reporting, bankruptcy or insolvency or financial restructuring, advisory (fairness) purposes,
and 1in litigation.

c. Assessing the value of control, options to control the timing of sale or purchase, and
liquidity on the valuation of assets and securities for financial reporting, secured lending,
orderly liquidation, bankruptcy, advisory (fairness) purposes, and in litigation.

d. Valuing real estate holding companies, commercial real estate, and real estate interests for
financial reporting, advisory (fairness) purposes, bankruptcy or financial or operational
restructuring purposes, income tax and gift and estate tax purposes, solvency assessments,
and in litigation.?

e. Assisting in preparing and preparing plans of allocation and distributions of funds
recovered for trustees and receivers, to private litigations in litigation, in class actions
(particularly private securities litigation), for FINRA recoveries and fines, and associated
with United States Department of Justice and Securities & Exchange Commission “Fair
Funds” distributions.

BACKGROUND
5. Each of the four subject Apartment Complexes was funded by a HUD loan which was
senior and secured by each respective property. JMJ Development, LLC (“JMJ”), or an affiliate,
then borrowed funds from SPC to provide additional funds to finance the development,

construction, and initial operations of each of the four subject Apartment Complexes and to

2 While not a licensed real estate appraiser, it is common for a business valuation expert to address valuation issues
related to entities owning and holding real estate and real estate outside of secured lending. Some of the factors
addressed in this report, such as favorable financing, are particularly important and relevant but omitted from the
appraisals by the other experts.
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provide equity funding to each of the respective original ownership entities D4DS, D4FR, D4IN,
and D4OP. The loans from SPC to JMJ and its affiliates are deemed equity in convertible loans
and, also, indirect loans to each property holding entity.> However, from a practical standpoint,
SPC effectively owned and oversaw management of the subject properties through its convertible
loans and through the conversion rights associated with each such loan.

6. The loans from SPC to JMJ and affiliates were documented by Promissory Notes. Three
of the loans paid interest at annual rate of 5% to maturity in connection with three of the Apartment
Complexes: IMJ/D4DS (Bellwether; $3.8 million loan dated October 19, 2017, with interest and

principal due originally at May 1, 2020* °); IMJ/D4FR (Windmill Farms; $7.3 million loan dated

3 A convertible equity loan is a loan to an entity where some portion of the underlying collateral, assets, or claims at
the entity level or a subsidiary level are subject to senior claims such that the convertible equity loan is subordinated
in nature. Additionally, a convertible equity loan is typically structure so that the lender received certain premium
compensation in the form of profits-interests, equity rights, or conversion rights associated with said loan. See Luc
Nijs, Mezzanine Financing: Tools, Applications and Total Performance, 2014, pp. 3, 9, and Chapter 7 Real Estate
Projects and Mezzanine Finance pages 211-220.

4See SPC Opposition App. 350+ for Note with reference to pledge at SPC Opposition App. 360. Late payments added
5% and compounding interest. See Amended and Restated Pledge and Security Agreement of 100% member interest
of JMJAV LLC by JMJ and TRWF LLC to Lender at SPC Opposition App.363+; Amended and Restated Pledge and
Security Agreement of 1% member interest of D4DS by JMJAV and JMJ to Lender at SPC Opposition App. 393+, SPC
Opposition App. 466; Amended and Restated Pledge and Security Agreement of 98.5% member interest of D4DS by
JMJ and Enoch Investments, LLC to Lender at SPC Opposition App.423+, SPC Opposition App.469.

There was an Agreement for Purchase and Sale dated July 6, 2021, between APTS at Bellwether Ridge, LLC and D4DS
at SPC Opposition App. 471+. The HUD Loan balance was modified to $18,608,100 as of October 1, 2020. The
Agreement and transfer or property was subject to receipt of a HUD Transfer of Property Agreement (“TPA”). SPC
gave notice on October 3, 2022, of the Purchase and Sale Agreement and Exercise of its conversion option for
$100.00 to various relevant entities at SPC Opposition App. 511 and attached a First Amendment to the Agreement
for Purchase and Sale at SPC Opposition App. 513+.

5> The HUD loan (SPC Opposition App. 284) to D4DS was approved for $19,021,200 as of October 1, 2017, with interest
only to be paid at the annual rate of 3.70% payable monthly until June 1, 2019. The HUD note had a pre-payment
premium for amount prepaid until June 30, 2029. (SPC Opposition App. 294) The HUD Note was modified to
$18,608,100 as of October 1, 2020, at Receiver MSJ APP0O00368.

Hakala Declaration re. SPC Intervention and Reply to Receiver Page 8

App. 587



Case 3:22-cv-02118-X Document 250 Filed 05/30/23 Page 240 of 344 PagelD 8433

December 14, 2017, with interest and principal due originally at May 1, 2020° 7); and
JMJAV/D4IN loans (Ingleside; $6,634,490 loan dated June 13, 2019, with interest and principal
due originally at the earliest of “30 months after the construction loan is closed for property” or
“seven years from the date” of the Note® °). The fourth loan paid SPC 10% interest in connection
with the MF D4/D40OP loan (Opelika; $5,129,000 loan dated January 13, 2021, with interest and

principal due January 13, 2023!° '), Construction of the Opelika property was not completed as

6 See SPC Opposition App. 96; SPC Opposition App.92, and SPC Opposition App. 199-200 (assighment of Pledge and
Securities Interests to SPC). Late payments added 5% and compounding interest at SPC Opposition App. 98. The
Note was accompanied by a letter requiring the pledge of all the member interests in JMJAV and JMJD4 through
TRWEF LLC (see SPC Opposition App. 109+ for 100% of member interests in JIMJAV), JMJAV LLC (see SPC Opposition
App. 139+ for 1% member interest in JIMJD4), and Enoch Investments, LLC (see SPC Opposition App. 169+ for 99%
member interest in JMJD4), The UCC filings provided for 98.50% of D4FR at SPC Opposition App. 244 and 1% of D4FR
at SPC Opposition App. 242.

The Note was amended on October 25, 2019, to increase the Note to $8.3 million (SPC Opposition App. 207); on
May 1, 2020, to extend the maturity date to November 1, 2020 (SPC Opposition App. 220); on November 1, 2020, to
extend the maturity date to November 1, 2022 (SPC Opposition App. 224).

SPC gave notice of its exercise of its conversion option on October 3, 2022 (SPC Opposition App. 246) for $100.00.

7 The HUD loan (SPC Opposition App. 25) was approved for $36,240,200 as of December 1, 2017, with interest only
to be paid monthly at the annual rate of 3.9% until February 1, 2020. There was a prepayment penalty until February
28, 2030 (SPC Opposition App. 34).

8 See RECEIVER MSJ APP000760; RECEIVER MSJ APP000768 lists the pledged entity to be JMID4. The Note was
accompanied by Pledge and Security Agreement in JMJD4 through JMJAV LLC (see RECEIVER MSJ APP000780+)+ for
a 1% member interest in D4IN and 98.75% managing member interests in D4IN. See also RECEIVER MSJ APP001076
and RECEIVER MSJ APP001078 for associated UCC filings.

There was a temporary VOD Loan Agreement between SPC and D4IN for $5,900,000 at 7.5% interest for a period of
up to ten days on June 4, 2019, prior to this Note.

SPC gave notice of its exercise of its conversion option on October 3, 2022 (RECEIVER MSJ APP000815) for $100.00.
® The HUD loan (RECEIVER MSJ APP000688+) was approved for $25,201,00 as of November 1, 2019, with interest
only to be paid monthly at the annual rate of 3.59% until August 1, 2021. There was a prepayment penalty until
August 31, 2031 (RECEIVER MSJ APP000698).

10 See RECEIVER MSJ APP000933+. The Note was accompanied by Pledge and Security Agreement in D4OP through
MF D4 LLC (see RECEIVER MSJ APP000940+)+ for a 1.0% member interest in D4OP and 98.75% managing member
interests in D4OP.

There was a temporary VOD Loan Agreement between SPC and D4IN for $5,900,000 at 7.5% interest for a period of
up to ten days on June 4, 2019, prior to this Note.

SPC gave notice of its exercise of its conversion option on October 3, 2022 (RECEIVER MSJ APP000815) for $100.00.
1 The HUD loan (RECEIVER MSJ APP000910+) was approved for $23,661,300 as of January 1, 2021, with interest
only to be paid monthly at the annual rate 2.99% until November 1, 2022. There was a prepayment penalty until
November 30, 2032 (RECEIVER MSJ APP000920).
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of November 3, 2022, requiring more draws from both the HUD loan and the SPC Note to
complete construction.'?

7. In addition to receiving accrued interest (with some later paid) from JMJ and its affiliates
on each of the four Notes issued to SPC associated with the four Apartment Complexes, JMJ and
its affiliates assigned to SPC Pledge and Security Agreements associated with equity interests in
DA4DS, D4FR, D4IN, and D40OP held by intermediate entities. Pursuant to Section 7.15 of the
respective Pledge and Security Agreements, SPC had the option upon “thirty days’ notice ...to
exercise an option to acquire the Collateral from Pledgor for consideration of $100.00”.!3
Alternatively, the “Pledgor may elect to transfer to Lender the ... Property instead of and in place

of the Collateral”.!* There is no requirement of a condition of default stated associated with this

conversion right. The effect is to give SPC the right to convert its loans to JMJ and affiliates into

controlling interests that provided substantial control over the property holding entities (in total,
99.5% of D4DS/Bellwether, 99.5% of D4FR/Windmill Farms, 99.75% of D4IN/Ingleside, and
99.75% of D40OP/Opelika) or, alternatively, to convey to SPC the underlying properties. All
conversion options recognized the possibility of obtaining HUD Transfer Property Approval
(“TPA”) in order to continue with the HUD financing program. SPC intended to exercise its
conversion option associated with each convertible equity loan upon completion of construction
and once operations had begun to approach stabilization.'> This understanding and intention is

evidenced by the Agreement for Purchase and Sale dated July 6, 2021, between APTS at

12 See RECEIVER MSJ APP001005 Letter to Mr. Courtney C. Thomas from SPC.

13 See RECEIVER MSJ APP000162, APP000195, and RAPP000228 for the D4FR entity and Property (Windmill Farms).
See RECEIVER MSJ APP000516, APP000545, for D4DS entity and Property (Bellwether). See, in modified language,
APP000797-8 for D4IN entity and Property (Ingleside).

14 See RECEIVER MSJ APP000516, APPO00545-6.

15 Based on my interview of Mr. Brad Philips and SOUTHERN PROPERTIES CAPITAL, LTD.”S MOTION FOR
INTERVENTION, OPPOSITION TO RECEIVER’S VERIFIED MOTIONS FOR APPOINTMENT OF APPRAISER, APPROVAL OF
APPRAISERS, APPROVAL OF HEARINGS AND APPROVAL OF SALES AND BRIEF IN SUPPORT OF COMPLAINT FOR
DECLARATORY RELIEF WITH RESPECT TO PARC AT WINDMILL FARMS AND BELLWETHER RIDGE.
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Bellwether Ridge, LLC and D4DS (at SPC Opposition App. 471+) signed by Timothy Barton as
President of D4DS for the purchase of the underlying real property held by D4DS.
8. My understanding is that such approval is customarily and commonly provided by HUD
to qualified purchasers of subject properties. SPC and its parent TCI have experience with and
received a number of TPAs associated with such property transfers over the years.!®
SUMMARY OF GENERAL OPINIONS AND CONCLUSIONS
9. It is common to use convertible loan financing for equity capital in real estate
developments.!” It is common and customary for lenders in real estate investments to set interest
rates on loans at lower-than-market rates for such loans in return for conversion rights to ownership
or partial ownership of the underlying property holding entities and other contingent consideration.
a. The lower-than-market interest rates are set in order to allow for financial feasibility and
solvency of the real estate development or properties.
b. Certain loans also often do not require a pledge of collateral of the underlying properties
and are collateralized by claims to the equity of a holding entity.'8
c. In order to compensate for the subordinated claims relative to secured lender(s) and to
provide an adequate return commensurate with the risk, convertible lenders typically
require and receive additional consideration in options, warrants, or conversion features
designed to provide significant returns in the event the real estate development or

investment is successful.'’

16 Based on interview of Mr. Brad Philips and the Declaration of Alfred Crozier at SPC Opposition App. 934+.

7 See Luc Nijs, Mezzanine Financing: Tools, Applications and Total Performance, 2014, Chapter 7 Real Estate Projects
and Mezzanine Finance pages 211-220, and, also, Declaration of Alfred Crozier at SPC Opposition App. 934+ specific
to this type of development.

18 See Luc Nijs, Mezzanine Financing: Tools, Applications and Total Performance, 2014, pp. 3, 9, and Chapter 7 Real
Estate Projects and Mezzanine Finance, p. 215. “In the event of default, the investor cannot foreclose the mortgage,
but does foreclose on the ownership interest.....”

19 See Luc Nijs, Mezzanine Financing: Tools, Applications and Total Performance, 2014, pp. 3, 9, and Chapter 7 Real
Estate Projects and Mezzanine Finance pages 211-220.
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d. Inclusive of the equity and other additional consideration, the target compounded
annualized returns, if the development or investment is successful, on such loans are often
in the range of 15% to 30% or greater with interest rates set relatively low in order to allow
for senior financing and avoid default risk.?

e. The restrictions on distributions created by the HUD oversight and loan terms would
ordinarily result in greater target and required returns to the investor.

f. A requirement of default to exercise the conversion option is not stated or found in any of
the subject Pledge and Security Agreements. It also would not make sense to have the
conversion option contingent on an event of default since the conversion option has the
most value and return in the absence of default.

g. Each convertible loan in this instance is structured to be essentially an equity claim with
downside protection. This is a common feature in private equity real estate investment.”!

h. Thus, SPC would never have made the loans for interest rates of only 5% for the Windmill
Farms, Bellwether, and Ingleside entities and 10% for the Opelika entity in the absence of
the conversion rights. Such rates of interest are insufficient compensation for the amounts

lent and character and risks associated with such loans.

20 bid., p. 15; Smith, Smith, & Bliss, Entrepreneurial Finance: Strategy, Valuation, & Deal Structure, 2011, p. 345, but
note that realized returns tend to be substantially lower due to failures and falling short of expectations.

21 See Luc Nijs, Mezzanine Financing: Tools, Applications and Total Performance, 2014, Chapter 7 Real Estate Projects
and Mezzanine Finance pages 211-220. It is common for the outside investor to create an interest that is structured
as a loan or preferred security but with substantial equity rights, especially in the investor is the primary source of
“equity” for the project. See Peiser & Hamilton, Professional Real Estate Development, The ULl Guide to the
Business, Third Edition, 2012, pp. 210-214. With SPC and affiliates performing substantial development activities,
as set forth in the Muth Declaration dated 10 March 2023 and with SPC providing essentially all the equity funding,
the lender would expect to receive nearly all the equity upside and pay a developer’s fee and modest equity
participation to the developer.
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10. The National Valuation Consultants, Inc. (“NVC”) and brokers opinions obtained by the
Receiver and submitted in connection with the respective motions in the Proposed Sales are
understated and not consistent with the fair market values of the properties.

a. The appraisals all failed to fully account for the growth in revenues in 2023 actually
forecasted for Windmill Farms and Bellwether Apartment Complexes. Historically,
management forecasts have been reasonably reliable.

i.  The management budget for Windmill Farms for 2023 includes a 2.93% increase in
revenue as compared with a 0% increase in the NVC appraisal. But NVC also made
other adjustments and started with a lower base revenue. As a result, Windmill Farms
expected net revenues (effective gross revenue) of $5,250,080 in 2023 as compared
with $4,900,867 in 2023 estimated by NVC (Windmill Farms Appraisal at page 97,
APP000145). NVC reduced forecast revenue in 2023 by 6.65% relative to
management budget.

ii.  The management budget for Bellwether for 2023 includes a 4.72% increase in revenue
as compared to a 0% increase in the NVC appraisal. Total net revenue (effective gross
revenue) is budgeted to be $2,917,197. By comparison, the NVC appraisal forecast
2023 revenue at only $2,831,532 (Bellwether Appraisal at page 90, APP000138), or
approximately 2.94% lower than the management budget.

iii.  The management budgets provided for greater potential growth in revenue by 7.94%
for Windmill Farms and 6.62% for Bellwether in the event of more favorable rent
increases and greater occupancy rates than forecast.

b. The operating expenses assumed in the NVC appraisals are materially greater than

expected for both Windmill Farms and Bellwether.
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i.  In the NVC appraisal for Windmill Farms, the operating expenses before replacement
reserves are estimated to be $2,109,808 (Windmill Farms Appraisal at page 97,
APP000145) as compared with the management budget of $1,872,188. That is an
increase in operating expenses of 12.69% by NVC over management.

ii.  In the NVC appraisal for Bellwether, the operating expenses before replacement
reserves are estimated to be $1,266,068 (Bellwether Appraisal at page 90, APP000138)
as compared with the management budget of $1,180,121. That is an increase in
operating expenses of 7.28% by NVC over management.

c. Due to the greater revenues and lower operating expenses, the net operating income before
replacement reserves is substantially greater in the management budgets than provided for
in the NVC appraisals. This causes the NVC appraisal to substantially undervalue the
Windmill Farms and the Bellwether Apartment Complexes in both the direct capitalization
method and even more in the discounted cash flow method (due to a lower revenue growth
rate in 2024).

i.  Inthe NVC appraisal for Windmill Farms, the net operating income before replacement
reserves was estimated to be $2,791,059 (Windmill Farms Appraisal at page 97,
APP000145) as compared with the management budget of $3,377,892. That is an
underestimation of net operating income of 17.37% by NVC over management. That
translates into a substantial undervaluation of approximately $10.5 million even if the
capitalization rate and all other assumptions were correct.

ii.  In the NVC appraisal for Bellwether, the net operating income before replacement
reserves was estimated to be $1,565,464 (Bellwether Appraisal at page 90,

APP000138) as compared with the management budget of $1,737,076. That is an
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underestimation of net operating income of 9.88% by NVC relative to management.
The undervaluation of just this one error is approximately $3.1 million even if the
capitalization rate and all other assumptions were correct.

d. The capitalization rates and discount rates used in the NVC appraisals and the brokers’
estimates provided to the Receiver are at the upper end of the market range, fail to
adequately consider relatively new Class A Apartment Complex capitalization rates, and
are arbitrarily chosen with excess adjustments relative to comparable sales transactions.
Brokers and investors tend to cite discount rates and capitalization rates that they would
like to realize, which tend imply property valuations at less than actual transactions in fair
sales would suggest. This further depressed or understated the valuations provided by
NVC and the brokers’ opinions.

11.  Allowing the Receiver to sell the Bellwether and Windmill Farms properties would
substantially damage and impair the value of SPC’s interests.

a. The conversion feature allows SPC to time the conversion of each promissory note into
equity at SPC’s option when appropriate, typically at some point after the completion of
construction through stabilization of operations and profitability. This conversion feature
has substantial value. According to the valuation analyses of Empire Valuation
Consultants dated February 9, 2023, the Bellwether Note had a “liquidation value” as of
December 31, 2022, of $13,01,147 based on the “conservative” valuation of the underlying

2

Apartment Complex of $32.8 million.”> The Empire Valuation Constants report also

22| have reviewed the underlying appraisal. The concluded capitalization rate of 4.75% was above the market
capitalization rate for relatively new Class A apartment complexes and, thus, likely undervalued the Bellwether
property. My conversations with the appraisers (John Jordan, MAI, and Jason Ribelin, MAI) confirmed that they
intended to have a more conservative value for financial reporting to reduce the risk of reductions in value. For
purposes of this report, | nevertheless will use the appraisal report by Colliers International dated March 16, 2023,
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concluded that the Windmill Farms Note has a “liquidation value” of $22,225,974 as of
December 31, 2022, based on a “conservative” valuation of the underlying Apartment
Complex of $62.1 million.?* These valuation conclusions are conservative in that they
imputed immediate transactions costs (which are not ordinarily included in the fair value
or fair market value customarily) of $1,312,000 for Bellwether and $2,484,000 for
Windmill Farms and did not fully simulate the upside prospects.’* Additionally, these
values are discounted for the time required to sell of 180 days each implying a sale with a
fixed price. Additionally, the HUD loans have favorable terms and interest rates such that
the HUD loans provide greater value to equity if assumed and not paid off. Thus,
exercising the conversion option and obtaining a TPA would result in greater realized fair
values than suggested in the Empire Valuation Consultants report. Also, such discounts
for transactions costs and time to sell are not appropriate for fair value if SPC exercised its
conversion options and continued to own and operate the subject properties. Using the
most recent Apprise valuation conclusions, upon conversion, SPC would hold fair value of
equity in Bellwether in excess of $15.3 million, depending on the length of the HUD loan,

and equity in Windmill Farms in excess of $26.2 million depending on the amortization

appraising the Bellwether property as of December 1, 2022, with the understanding that the appraisers, now as part
of Apprise by Walker & Dunlop, Inc., are updating their analyses.

BThe implied capitalization rate of 5.00% is well above market rates of relatively new (Class A) apartment complexes
and, thus, likely undervalues the subject property relative to actual sales in the market. For purposes of this report,
I nevertheless will use the appraisal report by Colliers International dated March 16, 2023, appraising the Windmill
property as of December 1, 2022. My conversations with the appraisers (John Jordan, MAI, and Jason Ribelin, MAI)
confirmed that they intended to have a more conservative value for financial reporting to reduce the risk of
reductions in value.

24 The transactions costs would be avoided in the absence of a sale and replaced with more nominal and much lower
costs to SPC in assuming ownership subject to HUD approval. Also, the National Valuation Consultants, Inc. (“NVC”)
and Colliers International appraisals all applied significantly lower percentage transactions costs (ranging from 1.50%
to 2.00%) upon sale in their respective appraisals in the terminal valuation in the future.
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terms and holding period for the respective HUD loans. This is shown in Schedules C.1
and C.2 and discussed later in this declaration.

b. By contrast, the Receiver is projecting a net recovery of only $5.1 million from the sale of
the Bellwether property with SPC receiving only $3,797,759 on an equivalent basis in
principal payments as of January 17, 2023.>° As discussed previously, the Receiver is
relying on appraisers and brokers opinions that underestimate the potential net operating
income of the Bellwether property, use capitalization rates and discount rates towards the
upper end of the range suggested by the market data, and failed to consider the additional
value to the buyer associated with assuming the HUD loan on the property. Thus, after the
sale of Bellwether, the total combined net recovery of the Receiver for SPC and the equity
remaining would be only approximately $8.9 million. That is at least $6.4 million less than
determined based on a conservative appraisal by Apprise and continued ownership and
operation of the Bellwether property assuming approval of a TPA. See Schedule C.1.

c. Similarly, the Receiver is projecting a net recovery of only $7.5 million from the sale of
the Windmill property with SPC receiving only $7,885,547 on an equivalent basis in
principal payments as of January 17, 2023.2° The appraisal and brokers’ opinions relied
upon similarly do not accept the budgets for the Windmill property in 2023, use
conservative revenue and expense assumptions for 2023 and thereafter, failed to consider
the favorable interest rate on the HUD loan to be assumed by the buyer, and chose
capitalization rates and discount rates at the upper end of the reasonable range. Thus, after

the sale of the Windmill Farms apartment complex, the total combined net recovery of the

%5 See RECEIVER’S VERIFIED MOTION FOR APPOINTMENT OF APPRAISERS, APPROVAL OF APPRAISALS, APPROVAL
HEARING, AND APPROVAL OF SALE OF BELLWETHER RIDGE, 9 March 2023.

26 See RECEIVER’S VERIFIED MOTION FOR APPOINTMENT OF APPRAISERS, APPROVAL OF APPRAISALS, APPROVAL
HEARING, AND APPROVAL OF SALE OF PARC AT WINDMILL FARMS, 23 February 2023.
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Receiver for SPC and the equity remaining would be only approximately $15.4 million.
Again, that amount is at least $10.8 million less than determined based on a conservative
appraisal by Apprise and continued ownership and operation of the Windmill Farms
property assuming approval of a TPA. See Schedule C.2.

d. There are multiple reasons for these projected shortfalls by the Receiver relative to the fair
value in continued ownership associated with the properties.

i.  First, generally, sales by Receivers with limited marketing typically are made at a
substantial discount to full fair market value due to the perception of the relative
negotiating strengths.?” The Receiver typically is under some perceived pressure to sell
to realize net proceeds and does not want to continue to carry the investment. This is
the same reason why sales by lenders in a foreclosure or other actions even if actively
marketed in an orderly liquidation process are often heavily discounted relative to fair
market value, fair value, or market value standards of value. With fair value or market
value, the seller does not have to sell and can refuse the “best” offer if it does not meet
the target price of the seller. With a Receiver or orderly liquidation sale, the time to
sell 1s typically reduced and the bargaining power of the Receiver is perceived as less.
This is well known and customarily factored into appraisals for lenders and in the event
of foreclosures.

ii.  Second, in the appraisals provided by Colliers International capitalization, the
capitalization rates quoted by some brokers and investors were often greater than those
observed in actual sales transactions. The same is true with the NVC appraisals

obtained by the Receiver as well as the brokers’ opinions. A greater capitalization rate

7 It is customary for appraisers to discount the fair value or market value in such circumstances. See, for example,
https://elliottco.com/publications/columns/market-value-disposition-value-or-liquidation-value-appraisal/.

Hakala Declaration re. SPC Intervention and Reply to Receiver Page 18
App. 597



Case 3:22-cv-02118-X Document 250 Filed 05/30/23 Page 250 of 344 PagelD 8443

means a lower valuation of the property, so brokers and investors often tend to
understate valuations of commercial real estate. It is fine to be conservative for secured
lending purposes or even financial reporting purposes but not for fairness purposes. A
buyer in a competitive fair sale process often has to stretch to buy and close the deal.

iii.  Third, the HUD loan interest rate is well below the lower end of the range of interest
rates assumed in the appraisals for such properties. The Receiver’s proposed
transactions require approval for the buyer to retain the HUD loan and obtain a TPA.
Absent such HUD loan assumption, D4DS and D4FR would incur prepayment
penalties on the HUD loans and the cost of financing the acquisition would be
significantly greater. As a result, continued ownership and operation of the subject
properties with the existing HUD loans pursuant to a TPA results in an increase in
realized equity value relative to the current sale prices proposed. This will especially
be true with currently rising and risky short-term interest rates and uncertain markets
due to the risk of denial of increasing US government debt limits and risk of a pending
recession. As shown in Schedules C.1 and C.2, the values of the favorable HUD loan
interest rates on the Windmill Farms and Bellwether Apartment Complex loans were
considerable. The values estimated for the favorable HUD interest rates for the
Ingleside and Opelika apartments, as shown in Schedules C.3 and C.4, were similarly
substantial.

iv.  The ability of a control owner of the property to time the sale and pick when to sell has
a substantial “option value” to the controlling member of each property holding entity.

This is one reason why sales of properties not under pressure and performing well tend
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to be at much more favorable prices as measured by capitalization of NOI (net operating
income) and cash flow multiples and other metrics.

v.  Finally, by deferring the sale, one avoids substantial transactions costs.

e. There is substantial value in control relative to holding an interest or claim. In control, the
owner has rights to gain income from operations, has the ability to choose when or if to
sell, and gains far greater rights and additional income from operations.

i. By selling two of the four Apartment Complexes, Bellwether and Windmill Farms, the
value of continuing control is lost leading to a discount in value to TCI and SPC. Most
apartment complexes tend to increase in value as they reach stabilized, market
occupancy levels and have a sustained track record to show to buyers. Bellwether and
Windmill Farms apartments have only been operating two and a half to three years,?®
which is when commercial real estate only begins to reach more stabilized values.?’
Furthermore, management and other income resulting from owning and operating those
two apartment complexes is lost by SPC and its affiliates.

ii. By continuing to claim control over the other two Apartment Complexes, Ingleside and
Opelika, there is an even greater loss in value.
1. Apartment Complexes and other real estate tend to be more heavily discounted in

value during the construction phase. With Opelika, there is the perverse situation

28 See Schedules A.3 and A.5

2 For example, | was recently involved in a bankruptcy related to Bishops Lodge in Santa Fe, New Mexico, listed in
Exhibit A. In that instance, the failure of the manager of the development to complete the development in a timely
manner and cost over-runs led to default and the mezzanine lender exercised its options to take partial control with
a trustee and worked with the equity investors (other than the developer) to structure a plan to restructure with the
equity investors realized far greater potential upside by completing construction and development and by then
operating the facility for a number of years prior to a possible sale. The alternative bidders were limited in numbers
and offered inferior, discounted offers by comparison.

I have worked on a number of similar matters where the property was in default late in the construction phase or
early in operations and failed to realize full value in a sale relative to what would be realized by financial restructuring
and continuing construction and operation until stabilization of operations and financial recovery had been achieved.
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of SPC continuing to fund a portion of the construction without a reasonable rate
of return or prospect of an upside and without any prospect for obtaining future
control. That loss is substantial and in the millions. In liquidation, SPC stands to
lose value even relative to the principal amount of its loan balance and loses the
“conversion” value associated with management and ownership of the apartment
complex in the future.’® As discussed later, the conversion right is expected to be
worth a substantial amount by the end of 2023, at least $15.21 million (Schedule
C.4) based on management forecasts for 2023.

2. With respect to the Ingleside property, operations began in the second half of 2021
and the property has not achieved full stabilization. See Schedule B.3. The Empire
Valuation Consultants report estimates a current loss relative to the balance on SPC

loan.’!

Until the revenues and net operating income reaches stabilization, the
valuation of SPC’s Note and conversion options will continue be discounted
significantly due to uncertainty. The upside to SPC is removed. Therefore, SPC
would expect to lose some portion of its outstanding loan balance of $3.76 million
as of December 31, 2022.3? As discussed later, SPC would lose at least $5.75

million (Schedule C.3) more in current value expected from the conversion right

based on management budgets for 2023.

30 Using the Empire Valuation Consultants report dated February 9, 2022, the projected loss is $360,000 with some
50% chance of the conversion option being exercised. With a full conversion option and time allowed for the value
to reach stabilization with a favorable HUD loan, the expected value substantially exceeds the loan balance.

31 The stated balance on the SPC Note was reportedly $3,759,164 as compared with a “fair value” of only $2,809,213
determined by Empire Valuation Consultants as of December 31, 2022.

32 Using the Empire Valuation Consultants report dated February 9, 2022, the projected loss is $1.0 million with some
50% chance of the conversion option being exercised. With a full conversion option and time allowed for the value
to stabilize with a favorable HUD loan, the expected value substantially exceeds the loan balance.
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12.  There is no evidence of the use of funds from investors other than SPC and HUD to finance
the construction and operation of the four Apartment Complexes in this instance.*?

a. The relevant entities (D4DS, D4FR, D4IN, and D40OP) are Special Purpose Entities
(“SPEs”) designed to hold equity interests in real property investments or real property.
They are operated as separate “silos” with separate financials and operations and distinct
financial controls and are managed and owned by separate entities. Given the relatively
recent construction of the four Apartment Complexes and the existence of two lenders,
HUD and SPC, all funds invested in the four Apartment Complexes and their holding
companies, are accounted for and isolated. There was no need to draw funds from other
Timothy Barton affiliated entities since these entities received funding directly from HUD
and SPC loans. Additionally, all payments and distributions from such entities were
tracked and reported.

b. The HUD loan documents required regular reports and monitoring of property cash flows
and funds and annual audits. D4FR and D4DS both were audited by Farmer, Fuqua &
Huff P.C.

c. SPC conducted its own reviews and oversight and was audited as a public reporting
company, as was Transcontinental Realty Investors (“TCI”’). SPC is currently audited by
KOST FORER GABBAY & KASIERER, a Member of Ernst & Young Global. TCI is
also audited annually.

d. Therefore, the commingling of funds from the holding companies associated with the
Apartment Complexes with other Barton affiliated companies was extremely unlikely and,

if found, entirely immaterial. The subject entities did not benefit from the funds provided

33 See, also, Declaration of Brad Kyles beginning at SPC Opposition App. 945+, Declaration of Robert Canham
beginning at SPC Opposition App. 930, and Declaration of Doug Graham beginning at SPC Opposition App. 940.
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by other parties that are claiming losses according to the Receiver. Those losses occurred
in entirely separate entities.
13. The Receiver’s claim of ability to use and transfer funds from the sale of Bellwether and
Windmill properties to fund his own expenses and to satisfy claims of other creditors with no
relation to those properties is inequitable.
a. SPC and TCI are public reporting to shareholders and investors the values potentially
realizable from the sales of the subject Apartment Complexes. SPC is reporting under
IFRS and indicates that the value of its Windmill Farms Note is $22.226 million as of
December 31, 2022, up from $18.819 million in December 31, 2021, and $10.77 million
December 31, 2020.3* SPC indicates that the value of its Bellwether Note is $13.010
million as of December 31, 2022, up from $12.308 million in December 31, 2021, and
December 31, 2020, $5.898 million.>> These values are based on the conversion options
in the respective Pledge and Security Agreements and conservatively assuming the sale of
such interests without considering the additional value in the HUD loans and the value of
holding such interests indefinitely. Thus, incurring costs and selling properties in what
amounts to an orderly liquidation will deprive those shareholders and investors and will
damage innocent parties.
b. The entities holding the Apartment Complexes did not receive or benefit from funds
associated with investors and others in other completely separate entities affiliated with

Barton because they are SPEs and separately audited and monitored.

34 Audit Southern Property Capital, Ltd. Audited Consolidated Financial Statements as of December 31, 2022, in U.S.
Dollars.
35 Audit Southern Property Capital, Ltd. Audited Consolidated Financial Statements as of December 31, 2022, in U.S.
Dollars.
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c. There is no evidence of any commingling of funds from investors in other Timothy Barton
entities that suffered damages or losses due to fraud or other wrongful acts with the entities
holding the Apartment Complexes at issue here.

d. The Receiver relies on incorrect assertions that ignore the value created by the efforts and
expenses of SPC and TCI personnel, ignores the terms of the conversion options that do
not require a condition of default, and fails to understand the customary terms of
convertible loans that are convertible into equity interests. Thus, the Receiver proposes to
deny SPC the rights and expectations that it has bargained and contracted for, that it has
represented to its shareholders, and that represent substantial value to SPC.

e. Finally, having worked on many plans of allocation associated with distributions and
multiple subclasses and groups of plaintiffs and creditors over the past twenty years, the
principle is that recoveries from one group of entities should be used to satisfy only
creditors and claimants associated with those entities. It is not acceptable to use proceeds
from one entity to satisfy creditor claims and other claims asserted by other, unrelated
entities simply because of one person being commonly affiliated with those entities. Put
more simply, it is not permissible or equitable to take funds or assets from one pot and put
them in another, completely independent pot simply because one pot has sufficient assets
and funds and the other does not. This is especially true if doing so would damage or reduce
the total amounts recovered and prejudice the rights of a party. In this instance, SPC has
conversion options that provide it with the value and upside from the four Apartment
Complexes and was the equity lender and assisted in the development of those four
Apartment Complexes. The entities involved in the Apartment Complexes subject to

indirect loans and funding by SPC are not related in any way with those other entities
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managed by Timothy Barton that are subject to other claims and should not benefit at the

expense of SPC’s legally recognized contractual rights, assuming they are upheld by the

court.

INFORMATION RELIED UPON AND REVIEWED

14. The primary information I have relied upon has included certain financial statements and
budget information for the four Apartment Complexes and appraisals provided by the Receiver
and by SPC. A more complete listing of documents is provided in Exhibit B. I have relied on my
experience as an appraiser, knowledge of market interest rates, and other information as well:

a. The RECEIVER’S BRIEF IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT
REGARDING SOUTHERN PROPERTIES CAPITAL, LTD.”S CLAIMED
OWNERSHIP INTEREST IN CERTAIN RECEIVERSHIP PROPERTIES and
APPENDIX;

b. SOUTHERN PROPERTIES CAPITAL, LTD.’S MOTION FOR INTERVENTION,
OPPOSITION TO RECEIVER’S VERIFIED MOTIONS FOR APPOINTMENT OF
APPRAISER, APPROVAL OF APPRAISERS, APPROVAL OF HEARINGS AND
APPROVAL OF SALES AND BRIEF IN SUPPORT OF COMPLAINT FOR
DECLARATORY RELIEF WITH RESPECT TO PARC AT WINDMILL FARMS AND
BELLWETHER RIDGE and APPENDIX;

c. RECEIVER’S VERIFIED MOTION FOR APPOINTMENT OF APPRAISERS,
APPROVAL OF APPRAISALS, APPROVAL HEARING, AND APPROVAL OF SALE

OF BELLWETHER RIDGE and APPENDIX;
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d. RECEIVER’S VERIFIED MOTION FOR APPOINTMENT OF APPRAISERS,
APPROVAL OF APPRAISALS, APPROVAL HEARING, AND APPROVAL OF SALE
OF PARC AT WINDMILL FARMS and APPENDIX;

e. Declarations of Robert Canham, Alfred Crozier, Doug Graham, Brad Kyles, and Bradley
Muth all filed in support of SPC’s Motion for Intervention and Opposition to the Proposed
Sales;

f. Appraisal of Parc at Windmill Farms by Colliers International as of December 1, 2022,
dated March 16, 2023;

g. Appraisal of Bellwether Ridge by Colliers International as of December 1, 2022, dated
March 16, 2023;

h. Empire Valuation Consultants, Inc. report dated February 9, 2023, appraising the fair value
of SPC’s convertible loans in various apartment complexes as of December 31, 2022;

i. Audited Financial statements for D4DS and D4FR for the years ended December 31, 2020,
2021, and 2022;

J. Property financial histories in Excel format for each of the four Apartment Complexes to
2022;

k. Pillar Residential Operating Budgets for Bellwether, Windmill Farms, Opelika, and
Ingleside for 2023;

1. HUD Loan statement for the Month of May 2023 for Opelika;

m. Interview with Brad Philips;

n. Discussions with Jason Ribelin, MAI, and John Jordan, MAI, regarding the Colliers

International appraisals and status of Apprise update work;
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0. SPC Consolidated Financial Statements for the years ended December 31, 2020, 2021, and
2022,
p. Transcontinental Realty Investors, Inc. Form 10-K for the fiscal year ended December 31,
2022; and,
q. General market interest rate and capitalization rate information.
QUALIFICATIONS

15. T am a Principal of ValueScope, Inc. (“ValueScope™), a national business valuation and
consulting firm. [ joined ValueScope in November 2014. Prior to joining ValueScope I was a
managing director of CBIZ Valuation Group, LLC, and had been employed by that firm or its
predecessor from May 1992 through October 2014. See Exhibit A.
16. I received a Doctor of Philosophy degree in Economics and a Bachelor’s degree in
Economics from the University of Minnesota. 1 have earned the professional designation of
Chartered Financial Analyst (“CFA”), awarded by the Association for Investment Management
and Research. The CFA program is one of the most difficult and extensive professional
credentials. Earning the CFA designation requires passing a series of three annual exams and a
demonstrated level of expertise in financial analysis, financial accounting, valuation of securities
and derivative assets and real estate interests, portfolio and asset management, and ethics in the
investment industry (including passing three annual exams, each with relatively a high failure rate
of as much as 50% or more in each year).
17.  In addition, I have served as a consultant and expert witness on numerous occasions
specializing in the valuation of conversion rights, security interests, residential mortgage
portfolios, and commercial mortgage loan portfolios, and other interests, including related asset-

backed securities and derivative securities (including guarantee and insurance obligations) on real
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estate holding entities and assets. [ have valued many and various types of these interests for
secured lending purposes, advisory purposes, financial reporting purposes, solvency analyses and
bankruptcy purposes, securities litigation and damages, private equity valuations, commercial
litigation (including fraudulent conveyance claims).

18. I have also valued real estate holding companies, real estate management companies, and
real estate interests as well as fractional and derivative interests in such companies and assets for
financial reporting, gift and estate tax and income tax purposes, fairness and advisory purposes
including in bankruptcy, and in commercial litigation.

19. I was a contributing author to the text The Art of M&A Integration, ed. Lajoux, McGraw-
Hill, 1998, where 1 wrote sections on the valuation of intangible assets, allocation of purchase
price, and assisted in editing sections on issues relating to the issues and problems involved in the
integration of companies subsequent to the completion of a merger and acquisition and have
extensively studied this issue over a number of years. I also authored a peer-reviewed chapter on
“Valuation for Smaller Capitalization Companies” in Financial Valuation: Businesses and
Business Interests, 1998 Cumulative Update, Warren, Gorham & Lamont, 1998 and a peer-
reviewed chapter on the “Valuation of Distressed Businesses” in Financial Valuation: Businesses
and Business Interests, 1999 Cumulative Update, Warren, Gorham & Lamont, 1999, which was
also republished in a valuation journal.

20. 1 have performed a number of solvency and fairness opinions. I have also performed
numerous reviews on solvency and fairness opinions and opined on solvency or fairness in
numerous matters over the years. These have included issuing opinions on the fairness and

allocation of services and value between related companies within the asset management industry.
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21. T have been engaged on numerous occasions to assist in preparing plans of allocation for
the allocation of funds recovered to various groups of private litigants, in private securities class
actions, for FINRA, for the Securities & Exchange Commission and United States Department of
Justice in connection with “fair funds™ distributions.
22. A detailed summary of my qualifications, including prior testimony (back to 2001) and
articles is provided as Exhibit A in my curriculum vitae.
23. My fees for my services in this engagement are based on my hourly billing rate of $560
per hour. My fee for my analysis through this Declaration is not to exceed $20,000 in professional
fees. I have received some limited assistance from other staff employed by ValueScope. I and
ValueScope have no financial interest in the outcome of this case, and my compensation is not
dependent in any way on the outcome of this matter.

FURTHER DISCUSSION
24, SPC was established as a Special Purpose Entity (“SPE”) for purposes of raising capital
from the public in Israel. The Company has issued non-convertible debentures on the Tel Aviv
Stock Exchange Ltd. Schedules A.1 and A.2 provide the income statements for SPC for the years
2019 through 2022 and balance sheets for SPC for the years ended 2020, 2021, and 2022,
respectively.

a. The financial statements are prepared in accordance with IFRS-international standards,
which differ from US GAAP. Overall, this is a well-capitalized and very profitable
company.

b. There was a sale (“VAA Sale”) closed on September 16, 2022, of a portfolio of assets in a
joint venture, Victory Abode Apartments, LLC, in 2022 that resulted in an increase in the

cash balance in 2022 and the receipt of certain properties (and assumption of certain
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mortgage loans) by SPC. Portions of the distributions from that sale also helped finance
an increase in investment in real estate as well as real estate held back from that sale.

c. On November 30, 2022, SPC approved a distribution of $100 million to its parent company
related to the tax liability from the gain on the VAA sale.

d. Gains in the valuation of multifamily properties were offset by decreases in valuations on
some commercial properties. The multifamily properties realized gains of $14.9 million
in 2022 and $26.5 million in 2021.

e. The financing income included a gain on revaluation of the convertible loans (including
loans related to the four Apartment Complexes) of $32.5 million in 2021 and $13.3 million
in 2022.

f. The current debt rating for the debentures was raised from “ilA-“ to “ilA” by Maalot
Standard & Poors Ltd. on February 1, 2023.

g. Asofyear-end 2022, SPC owned 14 multi-family properties with 2,328 rentable units with
net operating income of $10.751 million and FFO (fund from operations) of $5.474 million
inclusive of two properties sold in 2022. The total estimated value of the 14 properties was
$381.199 million.

h. SPC also owned three large commercial properties at year-end 2022 with a total of
1,053,981 sq. ft.; net operating income of $7.663 million, and FFO of $5.207 million.

i.  SPC held six properties held for development and had acquisition options on two properties
pending at year-end 2022.

J. SPC held loans convertible into ownership interests on nine multifamily properties,
including Windmill Farms, Bellwether, Ingleside, and Opelika. As of December 31, 2022,

these properties had a combined appraised value of $313.794 million with HUD loans (at
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favorable interest rates) with principal outstanding of $201.540 million. The convertible
loans had a principal balance of only $40.954 million. As of December 31, 2022, the
“carrying values” of the relevant loans were $13.010 million for Bellwether Ridge, $2.809
million for Ingleside, $2.844 million for Opelika, and $22.226 million for Windmill Farms
on a “liquidation basis.”.
25. The audited financial statements for the Bellwether entity D4DS are summarized in
Schedules A.3 and A.4. An unaudited summary of income statements for Bellwether from a real
estate perspective is provided in Schedule B.1. Schedule B.1 has income summaries for 2019,
2020, 2021, and 2022 as well as for the first four months of 2023 and the management projections
for the year. As discussed previously, Bellwether was continuing to grow and stabilize operations.
Management is reportedly on track to perform well at the budgeted levels for 2023 shown in
Schedule B.1. The increase in 2023 in net operating income and cash flow after replacements and
reserve and debt service (both interest and principal payments to HUD) provides a healthy cushion
and suggests that the assumptions in the NVC report or overly conservative and unrealistic. The
Apprise valuation report on Bellwether projected revenues relative to market rents and forecast
revenues consistent with management is reportedly on track to perform well as the budgeted levels
for 2023 shown in Schedule B.1. Apprise, however, forecast operating expenses well above
management’s budget for 2023 with a forecast increase in property taxes being the major
contributor to the difference. This suggests the Apprise appraisal was conservative in its forecast
of net operating income as well.>® Thus, the Apprise valuation conclusion of $31.2 million should

set the floor for a fair sale price.  This valuation assumed a financing rate of 5.50% (Apprise

36 This was confirmed during my phone conversation with Jason Ribelin on May 15, 2023.
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Report, p. 41) instead of the more favorable HUD loan rate of 3.70%. Thus, the incremental value
of assuming the HUD loan rate is not accounted for in the appraisal.

26. The audited financial statements for the Windmill Farms entity D4FR are summarized in
Schedules A.4 and A.5. An unaudited summary of income statements for Windmill Farms from
a real estate perspective is provided in Schedule B.2. Schedule B.2 has income summaries for
2019, 2020, 2021, and 2022 as well as for the first four months of 2023 and the management
projections for the year. The increase in 2023 in net operating income and cash flow after
replacements and reserve and debt service (both interest and principal payments to HUD) provides
a healthy cushion and suggests that the assumptions in the NVC report were overly conservative
and unrealistic. Revenues are still growing as the rent rolls stabilize given that the apartment
complex is now at three years of operation. Management reportedly expects to be on track to
perform at the budgeted levels for 2023 but noted a slight shortfall through April (which is before
the season of moves and rent increases) shown in Schedule B.2. The Apprise valuation report (p.
25) suggested that the rents were slightly above market and used that as a basis to moderate the
rents and forecast revenues below management budget for 2023, but this may relate to location
and other factors. The Apprise valuation report also forecasts greater operating expenses than
management, despite the lower operating expenses in the first four months of 2023. This suggests
that the Apprise valuation report may be conservative as well and likely sets a floor for the
valuation at $57.8 million in a fair sale reflecting current market assumptions. This valuation did
not include the HUD loan rate and assumed a financing rate of 5.50% (Apprise report, p. 40)
instead of the favorable HUD rate of 3.90%.

27. Schedule B.3 provides the operating financials for the Ingleside property. These financial

statements reflect the fact that the apartment complex only began leasing in 2021 and is still
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ramping up to stabilized levels. The management budget and results for the first four months of
2023 demonstrate that Parc at Ingleside is expected to be substantially more profitable going
forward and will realize positive cash flows from operations after debt service in 2023. The SPC
loan balance as of December 31, 2022, was only $3,759,164 according to the Empire Valuation
Consultants report. The HUD loan balance was $24,814,836. If a capitalization rate of 5.0% were
applied to a forecast NOI after replacements and reserves of $1,563,000 forecast for 2023, then
the value would be $31.26 million and the SPC note would have a conversion value of $6.45
million before considering the favorable interest rate on the HUD loan and the relatively high loan
to value ratio for the HUD loan (both of which would add millions to the valuation of equity). It
is highly likely that this value will increase in subsequent years as occurred with the other
convertible loans of SPC as the apartment complex stabilizes rents and operations and as a result
of the lower HUD interest rates. Thus, the denial of SPC’s conversion rights would substantially
cause substantial damages to SPC’s interests in D4IN.

28.  Schedule B.4 provided the operating financials for the Opelika property. The property
realized reduced operations and revenues in 2022 and the first four months of 2023 as it begins to
lease up. While preliminary, the management budget forecasts a positive net operating income in
2023, the first year of full operation. That suggests further room for additional growth in future
years. The senior debt balance on the Opelika property was $21,904,386, and the SPC loan balance
was at $3,189,660 as of December 31, 2022, according to the Empire Valuation Consultants report.
If the management budget for 2023 is realized at an adjusted net operating income level of
$1,654,000, then at a 5.0% capitalization rate (conservative for a relatively new apartment

complex) the SPC note would have a value upon conversion of $11.17 million and would be
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expected to increase as rents and operations stabilize and with the lower HUD loan rate. Thus, the
denial of SPC’s conversion rights would cause substantial damages to SPC interests in D4OP.

29.  In Schedule C.1, I have provided a more detailed estimate of the shortfall in the recovery
from the proposed sale of Bellwether Ridge and the damages to SPC. Even if a buyer could not
obtain HUD approval for a TPA, the Receiver would recover a total of $8.8 million with $3.8
million paid to SPC for its loan balance and the remainder retained by the Receiver as proposed.
Given the valuation of Bellwether Ridge by Apprise at $31.2 million and a selling cost of 1.5%
(based on the NVC appraisals), this results in a shortfall in recovery of $4.4 million upon an
immediate sale.

30.  However, the proposed purchaser expects to assume the HUD loan as part of the
transaction. In Schedule C.1, I have valued the HUD loan based on the difference between the
3.70% stated interest and an interest rate of 5.50% set forth in the Apprise report for Bellwether
and calculated the present value of the different in interest payments using a 6.5% discount rate
for each monthly excess interest payment.>’ For a ten-year period but assuming the loan is not
assumed until June 2023, the present value of interest savings would be $2.00 million. If the loan
is assumed and held for a fifteen-year period until December 2037, then the present value of the
interest savings will be $2.53 million. If the favorable loan assumption is included in the value
that should have been paid, then the net proceeds should have been at least $15.29 million to
$15.81 million, instead of $13.28 million. In that event, the shortfall in the recovery by the
Receiver would be between $6.39 million and $6.91 million.

31.  Asshown in Schedule C.1, the damages to SPC are far greater. This is because SPC does

not incur closing and selling costs, only some modest costs to obtain a TPA from HUD. As a

37 The 6.5% discount rate is the approximately cost of capital but is considering high for a loan at 5.5%. Therefore,
the favorable financing is conservatively valued.
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result, SPC loses $9.96 million from the immediate sale (assuming no HUD prepayment penalty)
but suffers an actual loss ranging from $11.96 million to $12.48 million from the loss of its
conversion rights and inability to assume the HUD loan.

32. Schedule C.2 provides the same calculations as in Schedule C.1, but for the sale of Parc at
Windmill Farms. In this instance, the Receiver’s recovery is $7.23 million less than indicated by
a conservative Apprise appraisal. However, the loss is actually far greater due to the favorable
HUD loan assumed by the buyer. The favorable financing has a value of between $3.57 million
for a ten-year term to $4.56 million for a fifteen-year term. Thus, the shortfall is between $10.80
million and $11.79 million. SPC’s losses due to the denial of its conversion rights are between
$19.16 million and $20.15 million. This is based on the HUD interest rate of 3.90% as compared
with 5.50% for an alternative equivalent interest rate.

33.  In Schedule C.3, I conservatively applied a 5.00% capitalization rate to management’s
forecast of adjusted Net Operating Income for the Ingleside apartments for 2023 to derive an
estimated fair sale value of $31.26 million. I then assumed a minimum discount of 5.0% upon sale
involving the Receiver. Considering the favorable HUD financing, the loss to SPC would be
between $5.75 million and $6.59 million given the Receiver’s position and later effort to sell the
Ingleside property.

34.  In Schedule C.4, I conservatively applied a 5.25% capitalization rate (greater due to using
projections from later in the year 2023 and uncertainty) to management’s forecast of adjusted
annualized Net Operating Income for the Opelika apartments for September to December 2023, to
derive an estimated fair sale value of $36.82 million. I then assumed a minimum discount of 5.0%

upon sale involving the Receiver. Considering the favorable HUD financing, the loss to SPC
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