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COPYRIGHTS and TRADEMARKS

Copyright © 1993-2012 LandlordSoftware.com LLC. ARights Reserved.
“Cash Flow Analyzer”, “Flipper’s”, “Note Buyer's’and “Know If You Should

Buy, Sell or Just Keep Looking” are registered ¢madrks of

LandlordSoftware.com LLC. All other trademarks amcnd names are the
property of their proprietors.

LICENSE AGREEMENT

Read the terms and conditions of this license ageee carefully before installing the software and
the accompanying user documentation (the “prograiftils license agreement represents the entire
agreement concerning the program between you andld@Software.com, LLC (referred to as
licensor), and it supersedes any prior proposptesentation, or understanding between the parties.
By installing the program, you are accepting anceigg to the terms of this license agreement. If
you are not willing to be bound by the terms ofthcense agreement, you should not install the
software and promptly return the software in un@gkeform to receive a refund of your money.

Your payment for this software only entitles you ad only you to use this
software. You do not have a right to assign, sublicensmdtier, pledge, lease,
rent, sell, or share your rights under this LiceAgeeement

DO NOT INSTALL THIS SOFTWARE ON OTHER COMPUTERS FOR
OTHERS TO USE.

PLEASE PURCHASE ADDITIONAL LICENSES IF YOU NEED
OTHERS TO USE THIS SOFTWARE.

License Grant. Licensor hereby grants to you, and you acceppra axclusive license to use the
Program Media and the computer software contaiherkin in object-code-only form (collectively
referred to as the Software), and the accompanysey Documentation, only as authorized in this
License Agreement. The Software may be used bgglesperson on his computer. Use on a local
area network or other network is NOT authorizechaitt the advance written consent of Licensor
and the payment of additional license fe¥su agree that you will not assign, sublicense,
transfer, pledge, lease, rent, sell, or share youights under this License Agreement. Upon
loading the Software into your computer, you matirethe Program Media for backup purposes.
No copies of the Program or any portions thereof im& made by you or any person under your
authority or control.

Licensor's Rights. You acknowledge and agree that the Program dsnsi proprietary,
unpublished products of Licensor, protected unde®. l¢opyright law and trade secret laws of
general applicability. You further acknowledge agtee that all rights, title, and interest in aod t
the Program are and shall remain with Licensors Titense Agreement does not convey to you an
interest in or to the Program, but only a limitéght of use revocable in accordance with the terms
of this License Agreement.
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SYSTEM REQUIREMENTS

Our software requires Microsoft Excel; thereforeuymust have Microsoft
Excel 2003, 2007 or 2010.

Microsoft Excel for Mac 2004 or 2011 is requiredyibu have a Macintosh
computer. Excel for Mac 2008 does not support ogand will not allow our
software to function properly.

INSTALLATION

Insert the Cash Flow Analyzer Pro ® CD into your @ive. If Windows does
not automatically begin the installation procedukck on "Start," click on
"Run," and then type the name of your CD drive (e.g) é&nd type Ihstall."
Press Enter" to begin installation. After installation, a @a&low Analyzer
Pro ® icon will be placed on your desktop.



CASH FLOW ANALYZER ®PRO

Long-Term Analysis

NAVIGATING THE PROGRAM

Once the program is opened, the main navigatiotr@es will appear. This
screen contains navigational buttons which help yoove throughout the
program. Using your mouse, click on the buttomimve to the screen of your
choice.
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INSERTING PROPERTY & COMPANY
INFORMATION

You have the option to enter your company’s narddress, phone number and
the property’s name and address using a convemmemu. To enter your
information, click the Logo/Prop Info" button located on any screen and the
“Enter Company & Property Info” menu will open. The entered information
is used to populate the various reports to cregfessional image. You also
have the option of inserting a company picture logo
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Enter Company & Property Info

Your COMPANY Information:

e | Jeffrey Sandford|

Yaur Company Mame | Sandford Realty Group

Company Address 1 | Suite 1700

Company Addrass 2 | 190 Peachtres St Ny

City, State, Zip | Atlanks GA 30303

Phone with Area Code | 404-555-1212

Emailfiddiass | Ja@aandrordrealty Group, com

PROPERTY Information:

Property Name | Adrian Apartments 1T

Property Street Address | 1212 Main 5t

City, State, Zp | atlants GA 30304

SAYE Info bo TEMPLATE J Insert Compary LiE0 J

/ hange Report COLORS J Delete Company LOGO J DONE J

Your company information and logo can be savech&éomain template so that
the company information and logo do not have toebentered.

Update Template

Do wou wish ko place this company info in the Template?

Yes Mo




INPUT DATA SCREEN

To begin entering the information for an analysitick the ‘Input Data
Screeri button on the main navigation screen. The Irpata Screen is divided
into five sections:

I. Rental Income & Expenses,
II.  Property Costs & Characteristics,
lll.  Resale Valuation Method,
IV.  Financing, and

V. Income Taxes.
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|. Rental Income & Expenses

A. Rental Income / Rent Roll

On the Input Data Screen; use your mouse to click theEfter Rent
Roll" button to enter your rental income information.

Fanial Income | Riam Ral
Oparunrg Expardes

[ Eniecheninog |

B Eperess |

You may select one of three analysis methods:

1. “Quick & Dirty Method”
2. “Advanced Detailed Method” or
3. “Annual Input Method.”

Analysiz Method
() Quick & Dirty Method

(@ Advanced & Detailed Method

{1 annual Input

1. OPTIONAL METHOD #1: Quick & Dirty Method

Monthly Lease Armount 5 1,000
Annual Lease Amount F 12,000
Annual Lease Increase

Annual Wacancy Rate 10.00%

The Quick & Dirty Method is used for quick and sim@nalysis. Simply
enter the monthly lease amount, annual increaseacahcy rate.

2. OPTIONAL METHOD #2: Advanced & Detailed Method

The Detailed Method allows you to enter rental meo(up to 500 units),

the vacancy rate, other income such as CAM, partirigte fees, and other
one-time rental income items.
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a. Monthly Rent: You may choose to enter the monthly lease on addol
basis,” or you may choose to enter on a “squaré asis.” There is also
an option to enter the square footage on an armmmuabnthly basis.

Square Foot or Dollar Basis
’7 C Square Foot Bazis C‘ & Dollar Basiz

e |

1 Bed, 1 Bath
2 Bed, 1 Bath ) 250 1,100
2 BHed, Z Bath 151 1120 1,200
Dollar Basis
1 Bed, 1 Bath 2.0000
2 Bed, 1 Bath ) 850 21000 T44
2 Bed, 2 Bath 5] 1,120 3.2500 1,820

Square Footage Basis



b. Number of Units: Select the number of units by choosing from thepédro
down menu. Keep in mind that you may lump likeekimits together to
limit the number of required entries. See “No.Udits” in paragraph f
below.

Up b 10

Select Ma. of Units

Up to 26

Up to B0

Up o100
Up to 150
Up o 200
Up to 250
Up bo 300
Up bo 360
Up o400
Up to 450
Up bo GO0

c. “Global” or “Specific Lease” Revenue Increase: Enter a “global”
revenue growth rate that may be applied to alldsa€Entering the rate will
populate the “Annual Lease Rate Increase” sectfdheoscreen. Override
any or all of these values if you have leases wé&parate renewal rates
and/or periods.

| Up ko 10 E]

_Reve 2.00%

l V.al:an%x Rate | 5.00%

200%| 200%| 200%| 2.00%| 200%| 200%| 2.00%| 200%| 2.00%
200%| 2.00%| 200%| 200%| 200%| 200%| 2.00%| 200% 2.00%
200%| 2.00%| 200%| 2.00%| 200%| 2.00%| 2.00%| 200%| 2.00%

Enter Annual Increase as =

Enter Annual Increase as 3
Enter Annual Increase as Cents

Choose to enter the annual increase on a percefgage®%) or
cents (e.g. 30¢) basis.

d. Vacancy & Concessions RateEnter the vacancy rate. You may choose a

“global” vacancy rate or you may choose to enteeparate vacancy rate
10



for each year. The later method can be used &meleip analyses where
revenue is limited in the beginning of an investhyesriod.

(W) Use Rate for 8LL Years (77 Enker Wacancy Rate Per fea

Since vacancy is generally unpredictable, you shouse an average
vacancy rate. Vacancy rates will vary based amation, property type,
market conditions, and how well a property is mahg

If you are buying an existing rental property, yoay wish to obtain from
the seller the vacancy rate that the property éepeed. If your property is
a new rental, you may want to consult a real estgent, lender, or rental
property appraiser for guidance.

Enter Annual Vacancy Rates

Go to Annual Vacancy Rate Input Page?

Yes Mo

Vacancy & Concessions

[Ty ] |ri L Paefor Al Yean [ Enbse Vacswy Aae P e
Yoar 1 i 8dBI0 LR 1] a0 i 175560
Waar @ LR B2% 0ars : 1730
Yoar 3 193, B BB a0 . 16185
Yaar 4 196,111 LR anrs . 1 663,300
Yoar S M 1o a3 i . 1800052
Yaar B Al e 10,103 0N + 163822
Yoar 1 Mg its D8 .00k . 167,706
Yaar B 12,277 10,5 nars : 1 563
Yaarfl FBSIS 10, ETE a0 : 105 567
Tl 10 I20BI3 11,043 nnrs k 1R A1
emr 11 5370 11,184 00 . 114007
Wina 12 FIRITH 11,488 s : 113,787
W 13 45N 11,718 a0 . 153 853
W 14 AR M8 11,853 0.00% - 1371060
Wemr 15 143,890 12192 0a0r% . 231 H4éd
Wead 16 e L 12436 nnrs - 134,181
W 17 55,641 12 B35 0o . S 00
Wirds 18 Fel: il | T.HIE s - 53T
War 10 5 B0 13197 a0irs . 150,743
Wi H mAz8 1 2401 anrs ; LA ]

11
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Lease Description:Enter a lessee's name or description of the leage,
Johnson Lease, Unit 1.

No. of Units. The default unit entry should be 1. If you hawmere than
one unit with the same description, lease amound, sgjuare footage, you
have the option to enter the more than one urilite @grogram will multiply
the monthly amount and square footage by the nuaibenits entered.

Lease-Date Method. You can enter leases based on a date and renewal

period. Due to program size parameters, if you ld/dike this option,
please email us for a free upgradeirdb@rentalsoftware.com Please
include your complete name and address for thdication process.

i Entes Lanss ||lnl.:.uc-r'|-“|-r.-u|,n||-r
k| 550

1 Be«d, 1 Baih
2 Hiad, 1 Badh 5 a0 1
2 Hind. 2 Balh B 1] 1

Hl:lulh,r_

=00 | AikiD 12 | O
100 Ei-u‘& 12 0%

13 A0
Other Income: "Other Income" accounts for additional income geatet
by the property such as late fees, parking, ordaynSelect the growth rate
for each income item. "Other Income" is listedarepely on the cash flow
report.

Other Monthy

Laundry 100
Parking 50
Other Monthly Income $ 150

One-Time Income Items: ‘One-Time Income Additions" accounts for
other income that the property may generate oneatiome bases such a
lease option income. Enter the amount and sdiecyear that the one-time
income will be received. The cash flow report Wil adjusted accordingly.
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3. OPTIONAL METHOD #3: Annual Method

The Annual Method is used to enter specific amopetsyear when you do
not want to enter the detail required in the Adwah& Detail Method, or
the Quick & Dirty Method is too simplified. Thisethod is also used to
evaluate existing properties since the property&vipus collected revenue
in generally known.

B. Operating Expenses

Feardal Income ¢ Rém Ral [_Enieshecand |
Oparunrg Expardes I_E%-E peEsT |

/V

Click on the Enter Expenses$ button on the Input Data Screen to enter the
rental property expense#t this screen, you should select an analysis
method. The two options are:

Gross Or Detailed Method

) Gross Input ® Detailed Input

The “Gross Input” is used to enter specific amounts per year whan do
not want to enter the detail required in ti@etailed Input.” This method is
also used to evaluate existing properties since pitoperty’'s previously
incurred expenses are generally known.

13



1. Expense Input Method #1: Detailed Input Method

Annual Expense Input Screen
EmmpsaBesarption) | Ao | it | \gmimen) i) (i
I_EI'-D“ i L]

Assaunting LI

Addvertining S0 L e L 15T

Axtociation Feed L

Buta & Teavel L

Cheaning LT

Commiugi LU

Intirames 4250 L i aak Wl

Landscaping 750 i 14 [ 516

Legal L

Iabmtenanion 2 500 L 164 FELI% AL

fdanagemant Fee -

On-Site Management Ly

Payrall LT

Paal Contral 34 L L T i) Lfb

Profestions Feen LT

R#pairs il

SuppEes LI

Taxei

Propedy Tanes T Ly 14, WL ST

Pariansl Property i

Payrall LT

Cither LU

Tragh Fessaual L

Linilitien:

Gag LU

Elsctricity 1,250 L G i "niy

Taleph LT

Warer Ly

Crehed LS| s4 L

MEwce|lamsauy L

el L

I cellapeaus s

IMEucellapeaus LiF:

Ieucell iy

Total fnnual Expenses [§ 21380 | | oo wemam]  vmems

a. Enter Expense Description: The descriptions are pre-populated; however,
you can edit or change these as needed.

b. Annual Amount: Enter the rental expenses that you expect to ionuan
annual basis.

14



C.

One-Time Expenses: Enter any one-time expenses that the property may
incur. After you enter a one-time expense, sdleztyear you anticipate the
expense will be incurred.

Armount Year Incurred
1 [+
e

1

Global Increase Enter the average annual percent rate at whicheypact
your rental expenses to increase. You may owve@itt assign a different
amount for each expense item.

Management Fee (%)

Management Fee % Management Fee Method

| 5.00"’:‘5' Gross Rental Income Method

Gross Rental Income Method
Met Rental Income Method
Gross Rental Income Method w/ Other Income
Met Rental Income Method w/ Other Income

If a management company will be managing your pitgpenter their fee
as a percentage in the field provided. You magdedne of four methods
of applying the management fee expense percenta@el can apply the
percentage to only gross rental income, net rentalme (after vacancy),
gross rental income plus other income, or net féntame (after vacancy)
plus other expenses.

15



2. Expense Input Method #2: Annual Method

A.

16

Property Costs & Characteristics

Select Property Type.

Use the drop-down menu to select the property typEhis selection
determines how the property will be depreciated fax purposes.
Residential property is depreciated straight-lineero 27.5 years and
commercial property is depreciated over 39 yeaasdlLis not depreciable.




. Purchase Price of Rental Property

Contract Purchase Price: Enter the cost of the property in this section.
This is the amount you have paid or plan to paytiier property. Either
enter one amount in the "Contract Purchase Priog" dr enter multiple
items as indicated. The program will add all of¢h amounts and treat
them as the cost of the property. The purchase psi used to compute
your down payment, rate of return, and tax deptiecia

Initial Improvements: Enter the amount of improvements that you will
make immediately to the property. These are ansoneéded to repair the
property which are not included in the "Contractdhase Price."

Closing Costs: Enter the anticipated closing costs to be incurred.

Other Initial Costs: Enter any additional initial costs that you exptct
incur.

Personal Property: Personal property is non-real estate property ithat
depreciated over a shorter period than typical estdte. You can enter an
amount and choose a 5, 7, or 15-year deprecidile ome examples of
personal property include are carpet, office eqeiptn computers, and
appliances.

% of Cost Allocated to Land: Enter the percentage of the purchase price
that represents the cost for the underlying lafithe amount allocated to
land is not depreciated for tax purposes. Esdbntithe higher the
percentage, the less depreciation the program wadlculate. Less
depreciation means higher annual operating incaxestbut lower capital
gain taxes upon sale.

For example, if a property is valued at $125,00@] ¢he land is worth
$20,000 or 16% of the property's value, the taxe@ption is calculated on

17



18

only $105,000 ($125,000 minus $20,000). Your ecestains $125,000 for
cash flow, return-on-investment calculations, dr@gales analysis.

Obviously, the value of land varies by location gdperty type. If you
need help with land values, consult a real estgénta appraiser, or your
local tax assessor's office.

Reserves and Future Property Improvements

Understanding how future improvements affect yaashcflow and rate of
return is critical to your investment-making proges

You can enter an annual reserve amount and/or emecific annual
improvements. The reserve method is generally udezh you are not able
to specifically identify repair and maintenancariteor to provide a reserve
for unanticipated expense items. Enter an amaubetreserved (accrued)
each year, an annual increase, and the estimatednpege of the reserve
that will be expensed for tax purposes.

If you have foreseeable improvements or repairs, pay want to choose
enter them individually. Enter a description o timprovement or repair,
the cost, the year the improvement or repair idbb@éomade, and select
whether the improvement will increase the fair neairkalue of the property.
Examples of future property improvements/repaire aeating and air
condition units, carpeting, new additions, or roggairs.

The amount entered will be treated as a negatisk flaw item in the year
selected on the cash flow report undéess: Capital Improvements"
Furthermore, if you have selected that the profeRMV will be increased,
the future fair market value of the property wil Adjusted accordingly.



You have the option of selecting how improvememgsraported in the cash
flow analysis. Reporting the amounts before cgraftet Operating Income
(NQI) affects the property’s re-sale valuation camgpion when you use a
Capitalization Rate (Cap Rate).

Resale Valuation Method

Investing in real estate always involves analyZing future resale of the
property you are purchasing. This requires chapsim valuation
methodology that will best reflect the value of titeperty at resale.

Choose Valuation Method

Option 1: Enter the current Fair Market Value (FMV) of th®perty
and assign one appreciation rate to value the pipojefuture years,

Option 2: Enter the FMV and assign different growth ratesyear,

Option 3: Use a Capitalization Rate (Cap Rate) that isutaled off
of thecurrent year's Net Operating Income (NOI), or

Option 4: Use a Cap Rate that is based offiext year's NOI.

FMV with Property Appreciation Rate

19



Capitalization Rate (Cap Rate)

B. Future Selling Expenses
Enter the expected selling expenses as a percenfatie selling price.

Examples of selling expenses are real estate cosiuns and seller-paid
closing costs associated with the sale.

20



I\VV. Financing

If you are borrowing money from more than one seurhis program
feature allows you to enter up to three differeradns (new or assumable).
Please note that this is not a loan comparison.

A.

Down Payment Percentage (of cost) or Debt Borrowedor
Assumed: Enter the percentage of the cost that you plaroteoky in
Mortgage #1, and/or enter the actual amount borddweMortgage #2
and #3.

Interest Rate: Enter the interest rate. If you have an adjustahte
mortgage, then use Mortgage #3. Enter the variadtgest rate by
clicking the Click for Adj Rates' link.

Term or Remaining Term of Loan (Months): Enter the term or
length of the loan.

Interest Calculation Type: Simple Interest, Semi-Annual, Half-
Monthly, Bi-Weekly, and Interest Only.

Enter Start Month of the Loan: For Mortgage #2 and #3, select the
start month from the drop-down menu.

21
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Enter Start Year of the Loan: For Mortgage #2 and #3, select the
start year from the drop-down menu.

Is this to Refinance Mortgage #1 or #27? Select "Yes" if you are
refinancing or "No" if the loan is new.

Additional Monthly Principal Payments: Enter any additional
principal payments. The mortgage balances arestatjiaccordingly.

Loan Origination Points: Enter the loan origination points (if any).
This amount is treated as an additional cost arainiertized over the
life of the loan. Choose if the points will bedimced.

Amortization Type: Normal Amortization and 12-Months First
Year. A loan only has 11 payments in the first yearpobperty
ownership. If you want your mortgage payments andual loan
payoffs to tie to “normal” amortization tables, esetl this method. This
method will result in Year 1's cash flow only reftang 11 mortgage
payments, and make Year 1's cash flow and raticsvell when
compared to other years. Select “12-Months Firsary to show 12
payments in the first year. The annual mortgaggibamounts are
adjusted accordingly.

MIP Payments? Lenders, the Federal Housing Administration (FHA)
and similar organizations may require annual maggansurance
premiums. This is an annual fee paid each yeagcbas that year’s
beginning loan balance.

Initial Investment or Down Payment: The initial investment or down
payment is automatically calculated. The prograkes the cost of the
property and subtracts the debt entered above.difleeence is treated
as your down payment, and is used to calculate ragarof-return.

. Negative Amortization: Negative loans are essentially loans with

monthly payments insufficient to cover the interastrued for that
loan. Due to recent market changes, this feata® been hidden.
Please contact us if you need this feature.



V.

Income Taxes

Before Tax Presentation? To simplify your analysis, you may wish to
analyze properties before the effect of income sax€hoosing @efore-
Tax Presentationwill modify the various reports to show only cafibw
and rates of return before income taxes.

Federal Marginal Income Tax Rate: From the drop-down menu, select
your federal marginal income tax rate.

Federal Long-Term Capital Gains Rate: From the drop-down menu,
select a capital gain income tax rate. We have iasluded an option to
select the “proposed” capital gain rates of 28%863% 35%. Please note
that when tax laws change, we update the software.

State marginal Income Tax Rate: From the drop-down menu, select your
state marginal income tax rate.

Are Your Losses Limited by the Passive Loss Rules:Rental activity by
definition is a passive activity. This generallyeams the operating losses
generated from rental activities are not deductilniéil you have rental
income or dispose of the property. However, tlageeseveral exceptions to
this rule. If you selectYes' that you are subject to passive loss rules, the
program will not calculate a tax benefit for rerdigtivity losses generated.
These unused losses are automatically carried fdréeathe next year to
offset any future income that may be generated frilve property.

Please consult your tax advisor for a complete angtion of these rules
and how they apply to your specific circumstances.
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IRA ANALYSIS MODULE
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Property Held in Roth/IRA/401k Account — (Only applicable in the IRA
Module)

You often hear that one can make tons of moneyguainIRA to invest in

real estate. That may or may not be true, butthas person quantified
“tons” for you? Our software is the only one oe tmarket that does this
type of analysis.

A common misconception is that real estate investsbeld in retirement
accounts are not subject to current income taxatid®teal estate can be
subject to theéJnrelated Business Income Tax (UBIT)f debt is used. This

module automatically calculates UBIT and allows yowompare cash flow,
profit and rates of return so that you can make right decision when

choosing the ownership structure. Three additisepbrts are created: the
IRA comparison report, the IRA tax analysis repand the comparative
graph report.



Instant Comparison!
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2011 US MARGINAL TAX TABLES

Married Filing Jointly

Single and Surviving Spouses
If t_axable income Your mr_:lrginal If t_axable income Your mgrginal
is not over... rate is... is not over... rate is...
$8,375 10% $16,750 10%
34,000 15% 68,000 15%
82,400 25% 137,300 25%
171,850 28% 209,250 28%
373,650 33% 372,950 33%
Over 373,650 35% Over 373,650 35%
Married Filing Separately Head of Household
If t_axable income Your mr_:lrginal If t_axable income Your mgrginal
is not over... rate is... is not over... rate is...
$8,375 10% $11,950 10%
34,000 15% 45,550 15%
68,650 25% 117,650 25%
104,625 28% 190,550 28%
186,825 33% 373,650 33%
Over 186,825 35% Over 373,650 35%

2011 Long-Term Capital Gain Tax Rates:

For taxpayers in the 10% or 15% bracke1% ;
For taxpayers in higher bracketsl5%
Tax on UnRecaptured Sec. 1250 gaig5%
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2011 CANADIAN MARGINAL TAX TABLES

If taxable income Your combined If taxable income Your combined
is not over... marginal rate is... is not over... marginal rate is...
Alberta Northwest Territories
40,970 25.00% 37,106 20.90%
81,941 32.00% 40,970 23.60%
127,021 36.00% 74,214 30.60%
Over 127,021 39.00% 81,941 34.20%
120,656 38.20%
127,021 40.05%
Over 127,021 43.05%
British Columbia Nova Scotia
35,589 20.06% 29,590 23.79%
40,970 22.70% 40,970 29.95%
71,719 29.70% 59,180 36.95%
81,941 32.50% 81,368 38.67%
82,342 36.50% 81,941 40.34%
99,987 38.29% 93,000 44.34%
127,021 40.70% 127,021 45.25%
Over 127,021 43.70% Over 127,021 48.25%
Manitoba Prince Edward Island
31,000 25.80% 31,984 24.80%
40,970 27.75% 40,970 28.80%
67,000 34.75% 63,969 35.80%
81,941 39.40% 81,941 38.70%
127,021 43.40% 98,143 42.70%
Over 127,021 46.40% 127,021 44.37%
Over 127,021 47.37%
Nunavut Ontario
39,065 19.00% 37,106 20.05%
40,970 22.00% 40,970 24.15%
78,130 29.00% 65,345 31.15%
81,941 31.00% 74,214 32.98%
127,021 35.00% 76,988 35.39%
Over 127,021 40.50% 81,941 39.41%
127,021 43.41%
Over 127,021 46.41%
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New Brunswick Quebec
36,421 24.30% 38,750 28.53%
40,970 27.50% 40,970 32.53%
72,843 34.50% 77,140 38.37%
81,941 35.30% 81,941 42.37%
118,427 39.30% 127,021 45.71%
127,021 40.30% Over 127,021 48.22%
Over 127,021 43.30%

Newfoundland Saskatchewan
31,278 22.70% 40,354 26.00%
40,970 27.80% 40,970 28.00%
62,556 34.80% 81,941 35.00%
81,941 37.50% 115,297 39.00%
127,021 41.50% 127,021 41.00%
Over 127,021 44.50% Over 127,021 44.00%

Yukon

40,970 22.04%
80,708 31.68%
81,941 32.16%
127,021 38.01%
Over 127,021 42.40%

CAPITALIZATION RATES, GROSS RENT
MULTIPLIER, NET PRESENT VALUE AND
MODIFIED INTERNAL RATE-OF-RETURN

In the "Financial Ratios" section of the main "Repoyou can enter these rates
to determine the value of the property based om yqaut. You can compare
these to the cap rate, GRM, and other ratios catledlautomatically.

A. Enter Market Capitalization Rate:

Optional. If you are comparing properties based on a dégtaon
rate (Cap Rate), enter that amount here. The anogvill compute the
fair market value of the property based on the cae you have
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entered. You can then compare that to the faikketaralue listed in
the sales section and to the cap rate automaticaléulated in the cash
flow report.

B. Enter Market Annual Gross Rent Multiplier (GRM) :

Optional.  If you are comparing properties based on a GResst
Multiplier (GRM), enter that amount here. The marg will compute
the fair market value of the property based on @RM you have
entered. You can then compare that to the faikketaralue listed in
the sales section and to the GRM automaticallyutaied in the 20-
year cash flow report.

C. Enter Modified Internal Rate-of-Return (MIRR):

Optional. The MIRR is a modified form of the Internal Ratle
Return (IRR). Many believe that the MIRR compugemore realistic
return than the IRR because the formula computeddiRR assumes
that excess cash is invested at the same rate aistiad property is
generating. This in all probability will not happe Excess cash that a
property generates (or looses) needs to have its mae-of- return
assigned. Thus, you will need to enter a reinvestnmate that you
would expect to earn on any excess cash such aseaon a bank
savings account. You will also need to enter artwing rate" to be
applied in the years that you have negative cash flo

The finance rate is the annual interest rate paid to borrow money
during years the property experiences a negatisie ttaw.

The reinvestment rates the rate-of-return earned on the excess cash

flow that is generated by the property.

D. Net Present Value (NPV):

Optional. Enter the amount by which you want the program to
discount the future cash flow of the property. NV percentage rate
is generally what you would consider an acceptablequired rate-of-
return on an investment. If the NPV calculatedhégative, then the
property's cash flow does not meet your investmetotrn requirement.
If the NPV is zero or positive, the property hathei met or exceeded
your return requirement.
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GOAL SEEKING / SENSITIVITY ANALYSIS

After your initial input, you will want to perforfwhat-if* scenarios. You can
do this by returning to the various input screaems$ eéhanging your input. When
you change your input, e.g. property appreciatiate,rthe output is updated
immediately. You can view the new results by dlickon the respective reports
or graphs.

You can also perform goal seeking by entering aired or preferred return and
solving backwards to obtain either the purchaseepfMV, Cash-on-Cash, or
Rental Income. To begin goal seeking after yowehav analysis inputted, click
on the 'Sensitivity Analysis' button.

The Goal Seek input screen will already be pre-fipd with the existing input
& output from your analysis. To solve for a vatgbsimply enter the desired
rate-of-return in the yellow input cell, select tiiear in which you want the
cumulative return to be achieved, enter the prgpappreciation rate, and click
"Seek Answer. The Goal Seek will calculate the required pusgharice in
needed to achieve your desired rate-of-return. ¥aru also solve for property
FMV, beginning rental income & Cash-on-Cash.
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PARTNER ANALYSIS MODULE

Creating a report that calculates a partner's slkamasy. From the "main
navigational screen," click thePartnership Info" button. Please visit our
website for a tutorial on this module.

1. Partner Name: Enter a partner's name or a description such as
“Limited Partner”. The name is used to populateéoes line items in
the report analysis.

2. Limited Partner Ownership %: Enter the ownership percentage of
the limited partner.

3. Managing Partner's Ownership %: Enter the managing partner's
ownership percentage.

4. Manager's or Limited Partner’s Preferred Return:

The software allows five methods of accruing a emefd return. The
first option allocates to thenanaging partner the first dollars of profit
based on the entered percentage. The remainimgfloas is then split
based on ownership percentage.

The second option is used to provide lthted partner with a preferred
return based on profit.

The third option applies to the limited partner lbé percentage is
applied to investment capital, (the amount thengarhas invested.) A
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10.

11.

“cumulative” payout means the limited partner wékeive the payout
regardless of profitability and “accumulates” uritilere is sufficient
cash flow to make the entire payment.

The fourth option is “non-cumulative” which mearfstiere is not
enough cash flow to cover the preferred returnpémner is not entitled
to the remaining unpaid portion.

The Fifth option is a “minimum” return which meatisat you are
guaranteeing the limited partner a return equéthéopreferred return. If
the actual return is greater than the “minimumuret then there is no
allocation. Should the actual return fall belove thtminimum” return,

the limited partner is allocated enough cash floov meet the
“minimum” return. The make-up allocation comesnfréhe managing
partners share.

Managing or Limited Partner's Preferred Return on Sale: Selecting
this option will allocate the first dollars of tlvash flow from sale (after
return of capital) to the managing partner or thetéd partner.

Apply Preferred Return to All Non-Managing Partners? Generally
this will always be selected ‘Yes,” since limitedrmers are generally
treated the same. However, if you only wish tomadte a preferred
return to one partner or a certain group of pagigren select “No.”

Total Syndication Fee(if any): Enter the total syndication charged to
all partners.

Limited Partner's Share of Syndication Fee (if any) Enter the
syndication fee required to be paid by the limipedtner. This amount
is treated as nonrefundable and is used to catcthat partner’'s overall
rate-of-return.

Total Limited Partner Cash Required (Not Including Synd Fee):
Enter the cash investment required from the partrEhis amount is
assumed to be returned to the partner at liquidatio

Managing Partner Cash Investment: Enter the amount of cash you
plan to invest.

Income Tax Presentation: The partner analysis presentation is on a
before-tax basis. However, you may wish to incltleafter-tax return
calculations. Simply select the type of preseatafrom the Partner
Income Tax Rates drop-down menu. You can alsas&RA/Roth or
401(k) to present the before and after-tax ratesetifrn for partner’s



using their retirement accounts. You must havechmsed the IRA
module to have access to this feature.

12. Show Manager's Return on Reports? We also calculate the
manager’s cash flow, profit and rate of return aeparate report. You
have the option of including this report in youinpiouts.
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SOURCES & USES STATEMENT

The Sources & Uses statement is a report designedommunicate to
prospective investors where their money will benspeObviously, you may
need more money than is required for the down paymsech as working
capital, fees and syndication costs. The repaatss flexible enough to show a
range of proceeds, i.e. a minimum and maximum atkhan may be raised.
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CONFIDENTIAL OFFERING SUMMARY
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CURRENCY CONVERSION &
REFORMATTING

Simply choose the currency format from the drop-dawenu located on the
Input Data Screen and the formatting will be coteetr

CHANGING REPORT COLORS

Easily change report colors by clicking on a nevocérom the color chart and
then clicking on the Change Color button. The entrcolor used by the
software is displayed for your reference.
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PHOTO ALBUM

Insert up to eight additional property photos. cKlon the Insert Picture button
and the open file dialog will open. You can alstee a description for each
photo.
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MAP/AERIAL VIEW

You can easily insert a map into your presentatibryou do not already have a
map image, then you will need to create one. GB8dogle, MapQuest, Bing or
a similar search engine and type in the addresiseoproperty. Once you have
the map of choice on your screen, take a scredro$lyour monitor.

In Windows, simply press the “Print Screen” key on your kegitsb Open a
picture editor such as “Paint” (“Start”, “All Pragms”, then “Accessories”) and
then choose “Edit” and “Paste.” Crop the pictusenaeded and save the file as
an image file such as .jpg or .gif. Note: You n&go want to add place
markers to mark comparative properties (comps}lgrdandmarks.

Insert this newly saved image into the softwaregighe insert picture button
located near where the picture is to be insertedter a description of the map
such as Satellite View, Zoom View, Front View, Noktiew, Street View, etc.

For the Mac, Press Command-Shift-3. This will save the scrieen$o your desktop
labeled "Picture #" (with # representing a numbesr-example, if it's the 5th screenshot
on your desktop it will be labeled "Picture 5").
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PROPERTY DESCRIPTION

Click on the Insert Picture button and the opea dilalog will open. You can
also enter text to describe the subject property.
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NOTES & DISCUSSION

a1



ABOUT US
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Sales, In Escrow, On-Market, and Rent
COMPARABLES with MAPs
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HISTORICAL REPORT

Enter up to three previous year’s financial infotima plus the year-to-date
amounts. The software automatically annualizesyger-to-date amount and
presents all data in per unit and percentage farmat
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Sample Reports, Graphs & Charts

1. Cover
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2. Executive Summary
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3. 20-Year Cash Flow Analysis Report
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4. Rent Roll Summary

5. Expense Summary
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6. Tax Analysis Report
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7. The software prints three separate amortization scbdules
(up to 30 years) for each loan.
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8. Annual Property Operating Data (APOD)
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9. Graphs & Charts
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FLIPPER'S® & REHABBER'S ® SOFTWARE

Short-Term Analysis

NAVIGATING THE PROGRAM

Once the program is opened, the main navigatiotr@es will appear. This
screen contains navigational buttons which help yoove throughout the
program. Using your mouse, click on the buttommimve to the screen of your
choice.
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INPUT DATA SCREEN

To begin your analysis, click the "Input Data Safedutton on the main
navigational screen. The Input Data Screen is dividnto five sections:

l. Purchase Price,

Il. Rehab Input,

1. Rental Income & Expenses,
V. Financing, and

V. Income Taxes.

Start your analysis by typing the name, case dasmni and address of the
property you wish to analyze.
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Purchase Price

1. Purchase or Asking Price:

Enter the cost of the property in this section.isTib the amount you have
paid or plan to pay for the property. Either entee amount in the
"Purchase or Asking Price" or enter multiple amauntthe various input
lines as indicated. The program will add all afgh amounts together and
treat them as the cost of the property. The pweharice is used to
compute your down payment and rate-of-return.

2. Estimated Initial Improvements:

Enter the cost of improvements that you will makemiediately to the
property. These are amounts needed to repair rihygegy which are not
included in the "Property Purchase Price or Aslnige."

3. Closing Costs:

Enter the closing costs you expect to incur.

4. Other Initial Costs:

Enter any other initial costs that you expect tmim

5. Projected Selling Price / After Repair Value (ARV):

Enter the expected selling price or re-sale valexpécted value after
repairs have been made to the property.) This ameulifferent than the
purchase price. This amount is used as the sHtEsqf the property in the
property re-sale analysis.

6. Projected Future Selling Expenses (as a % of SellirPrice)

Enter the amount your plan to incur in selling theperty once the
renovation is completed. The amount is expressed percentage of the
sales price. An example of a selling expense wbala@ real estate agent's
commission, or the buyer’s closing costs you eeqay.
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.  Rehab Input

Rehab or renovation expenses can be entered infdn® ways. You can enter
your projected project costs using either tQeiitk Rehab Input" or the seven-
page Detailed Rehaly input screen. You can enter costs on both serdaut
input from only one screen is used at any one tilBdoose which screen you
want the program to use by toggling eitheisé Quick Rehab Input Screehor
"Use Detailed Rehab Input Screehfrom the drop down menu.

Finance Rehab Costs?

When incurring costs to rehab your property, yon pay these costs out of
pocket or finance them through your lender. Iluymlan to pay for them
yourself, then select “No” to “Finance Rehab Costtherwise, choose the
amount of financing that is applicable. Interestomputed on these amounts
based on the month incurred as inputted on the d&Rdhput” screen. The
“Cash Needed for Investment” is also updated adaglyl

Quick Rehab Input

On the "Input Data Screen," click oQuick Rehab Input" to begin entering
the rehab costs you plan to incur over the nexiveveonths.

1. Enter Rehab Description:

The descriptions are pre-populated, but you cah @dichange these as
needed.

2. Project Costs:

Enter the rental expenses that you expect to imgwan annual basis.
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3. Select Month of Expense Outlay:

Select the month the cost of the rehab projectheilincurred.

Detailed Rehab Input

On the "Input Data Screen," click oétailed Rehaly to begin entering the
rehab costs you plan to incur over the next twehemths.

1. Enter Rehab Description: The descriptions are pre-populated; however,
you can edit or change these as needed.

2. National Avg.: The program is pre-populated with national costing
averages and is offered only as a guide to helmat the cost of repairs.
Actual costs will depend on your local area and ty@e of labor and
materials used.

3. Enter Sqg. Ft or Quantity: Enter the square footage of the area to be
repaired or quantity of items needed.

4. Cost Estimate: Enter the cost estimate for the item.
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5. Total: The total is automatically calculated by multiplgithe inputs from

the "Cost Estimatée' and the Sq. Ft or Quantity."

6. Select Month of Expense Outlay:Select the month the cost of the rehab

project will be incurred.

lll.  Rental Income & Expenses

70

A. Rent Roll

Generally, an investor does not receive rental imeowhen flipping a
property. However, there are circumstances in wtdn investor received
rental income during a renovation such as whenwvaimg one side of a
duplex while renting out the other unit.

For these special circumstances, seléctter Rent Roll" from the "Input
Data Screen."

1. Lease Description: Enter the lessee's name or description of the lease



2. Monthly Rent: Enter the monthly amount per lease in the column
provided.

B. Other Expenses & Holding Costs

From the "Input Data Screen,” click on thEérter Expense$ button to enter
your monthly expenses that you expect to incur evienovating the property.
The expenses entered in this section are the ngrpasts (non-rehab) of the
property such as property taxes, insurance, atitiasti

1. Enter Expense Description: The descriptions are pre-populated, but you
can edit or change these as needed.

2. Monthly Amount: Enter the expenses that you expect to incur on a
monthly basis.
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V.
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Financing

If you are borrowing money from more than one seurhis program
allows you to enter up to two different loans (newassumable).Please
note that this is not a loan comparison.



Debt Borrowed or Assumed: Enter the amount borrowed.

Interest Rate: Enter the interest rate

Interest Only?: Select 'Yes' for interest-only loans.

Pay Monthly or Accrue? If you will be making loan payments per month,
select “Pay Monthly”. If not, enter “Accrue” anatérest expense will
accrue each month and assumed paid when the pyépadld and the loan

balance paid.

Term or Remaining Term of Loan (Months): Enter the term or length of
the loan.

Loan Origination Points: Enter the loan origination points (if any). This
amount is treated as additional cost and is ansattiaver the life of the
loan.

Prepayment Penalty Percent (if any):Enter the prepayment penalty
percentage if the loan is subject to a penalty.
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V.
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Initial Investment or Down Payment: The initial investment or down
payment is automatically calculated. The prograkes$ the cost of the
property and subtracts the debt entered above. diffegence is treated as
the down payment and is used to calculate theafateturn.

“Total Cash Needed for Investmeritis the initial down payment plus
amounts you have paid out of pocket by the mondicated from the drop
down menu. This amount is also reflected on thechtive Summary.

Income Taxes

Federal Marginal Income Tax Rate: From the drop-down menu, select
the federal marginal income tax rate.

Federal Long-Term Capital Gains Rate:From the drop-down menu,
select the capital gain income tax rate.

State Marginal Income Tax Rate: From the drop-down menu, select the
state marginal income tax rate.

Capital Losses Subject To $3,000 Limitation?

A loss from a sale of real estate is either annangi loss or a capital loss
depending on whether you are classified as a 'dealéinvestor' for tax

purposes. If you are considered an investor, therloss from the sale of
real estate is considered capital. A capital tass only be offset by other
capital gain plus $3,000. Any remaining capitaslds carried forward on
your personal tax return.

Thus, if the sale of your property generates a tlhasexceeds $3,000, and
you do not have enough capital gain to offset thes,| and you are
considered an investor for tax purposes, then ydl net receive an
immediate tax benefit for the loss on a sale opprty. By selectingy'es;
you are stating that you are subject to this litiota and the program will
not calculate a tax benefit for losses on the pitgEale beyond the $3,000
limitation.



Tip: If the program shows that you are generatingsa,|then you most
likely will not be investing in the property. Thuke question of receiving
a tax benefit from a capital loss becomes a moottpdNe recommend
selecting "Yes" to be conservative.

Please consult your tax advisor for a completeanation of these rules and
how they apply to your specific circumstances.

GOAL SEEKING / SENSITIVITY ANALYSIS

After your initial input, you will want to perforfwhat-if" scenarios. You can
do this by returning to the various input screemd @hanging your input. When
you change your input, e.g. property appreciatiate,rthe output is updated
immediately. You can view the new results by dlickon the respective reports
or graphs.

You can also perform goal seeking by entering aired or preferred return and
solve backwards to obtain the Selling Price, Pwetrice, or Maximum Rehab
Expenses. To begin goal seeking after you havenalysis inputted, click on
the “Goal Seek button.

The Goal Seek input screen will already be pre-faipd with the existing input
and output from your analysis. To solve for a ahlé, simply enter the desired
rate of return in the yellow input cell, select thear in which you want the
cumulative return to be achieved, enter the prgpappreciation rate, and click
"Seek Answer! The Goal Seek will calculate the purchase prieeded to
achieve the desired rate-of-return.
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PARTNER REPORTS

Creating a report that calculates a partner's sbfgpeofit is easy. On the "main
navigational screen," click thé$hip" button to view the input screen.

Enter the partner name,

Enter the partner's ownership percentage,

Enter the partner's preferred return (if any),

Enter the managing partner's ownership percentage,

Enter theRequired Partner Cash Investment(amount you are trying
to raise from the investor).

arLONE
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SEVEN-PAGE DETAILED HOME INSPECTION
REPORT

BUDGET, REHAB & PERFORMACE TRACKING

Tracking your budget and performance is easy. rBhee actual expenses that
you incurred and compare them to the projected stehat you previously
entered. Choose which month you want to compargelgcting the month from
the drop-down menu. You can keep track of youreeggs and determine what
your actual cash-on-cash return. The report can bé used to help organize
your records for income tax preparation.
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Budget items are
automatically filled
from the analysis.

Your actual
return is
calculate:
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PROJECT & TASK SCHEDULER

The Project & Task Scheduler allows you to entajemt tasks descriptions,
start date, end date and the percent completecki@ on ‘Make/Update
Chart” creates a Gantt chart listing the scheduled taskkdates accordingly.
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Cover

Sample Flipper's®
Reports, Graphs & Charts
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Executive Report
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Property Description
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Photo Album
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Map & Aerial
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Up to 24-Month Profit Projection

86



Rehab Expenses — Quick Input
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Rehab Expenses — Detailed Input
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Other Expenses & Holding Costs

Up to 24 Month Income Tax Analysis
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Graphs
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Sales Comparables
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Sales Comparables Map
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Partner Report
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Notes and Discussion
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INSERTING PICTURES & LOGO

To insert picture on the Cover and Photo Albumgkclthe “Insert Picture”
button. To insert a company logo, click the “Lagap Info” button and follow
the prompts.

ENABLING MACROS

To use all of the great features of our software, software requires the use of
macros. Macros are basically mini-programming thakes using our software
much easier... such as drop down menus, printssréesertion of pictures and
logos, etc.

Since macros can also be used by people who wamtotdvarm to your
computer, Microsoft has a built-in security featuteat warns you of the
existence of macros.

We have a "digital certificate" that allows us tsigh" the macros we have
created, so all you need to do is "accept” themtagsted publisher.

Please review the instructions at the following pasde:
http://www.rentalsoftware.com/enable_macros.html

SAVING A FILE

In Excel 2003, go toFile" and chooseSave As..". Enter the name of the file,
choose the directory in which you want the fileesivand click OK."

In Excel 2007, click on the Excel circle and chedSave As..". Enter
the name of the file, choose the directory in whyolu want the file saved, and
click "OK." Be sure the file is saved a®/&acro-Enabled Workbook.

In Excel 2010, go toFile" and chooseSave As..". Enter the name of the file,

choose the directory in which you want the fileesivand click OK." Be sure
the file is saved asMacro-Enabled Workbook.
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PRINTING

The Cash Flow Analyzer (CFA) Reports menu allows yo specify which of
the many reports you wish to print. Click theriht" button and a print menu
screen will appear. Select which reports you wanrint by clicking the box
next to the report name. When you have selected ngports, click thePrint
Report(s)" button and the printer selection screen will open.

INSTALLING THE PDF WRITER & PRINTING
IN PDF

If you do not already have the capability of pmgtiin PDF format, we have
included a PDF writer that you can install. Cliwk "Print Reports," then on
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the print menu, click Ihstall Free PDF Software" This will launch the two
programs required to install a new printer call€dite PDF Writer."

Print reports in PDF by printing normally but chowsthe Cute PDF printer.
You will be prompted to save the file. You canrtl@mail or fax the saved file
to a client or investor.

USING RULES OF THUMB

One of the frequent requests we receive is forsiimate or 'rule of thumb' for
certain input items such as vacancy rate or prg@gpreciation rate.

While using estimates is common in the beginnireges of an analysis or
screening, you must do your homework and own legwor find out for
yourself what those items will realistically be fgour area, region, and property

type.

Relying on someone else's estimate when that pelses not know you, know
your risk tolerance, know your experience levelyryarea and region, or have
any information about your specific property is darous to say the least.

A DISCUSSION OF FINANCIAL RATIOS

The following is a brief discussion of various fircéal ratios
and concepts. For a more in-depth discussion edettratios
and an over view of the decision-making processags
consult The Complete Guide to Real Estate Cash Flow
Analysis which is available for purchase from owbsite.

NET OPERATING INCOME (NOI)

Net operating income (NOI) is the net cash gendrh&fore mortgage payments
and taxes. NOI is calculated by adding the prgfgegross rental income to any
other income (such as late fees or parking incoam] then subtracting
vacancies and rental expenses.
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DEBT COVERAGE RATIO (DCR)

Debt Coverage Ratio (DCR) is also known as the Bsivice Coverage Ratio
(DSCR). The DCR measures your ability to pay thepprty's monthly

mortgage payments from the cash generated by thal ygroperty. Bankers and
lenders use this ratio as a guide to determine véinghe property will generate
enough cash to pay rental expenses and whether Wiirbe enough money
remaining to pay back the money borrowed.

The DCR is calculated by dividing the property'swaal net operating income
(NQI) by the property's annual debt service. Anrietht service is the annual
total of all mortgage payments (i.e. the principad accrued interest but not
escrow payments).

EXAMPLE:

Assume a net operating income of $20,000 and djohpnts of $15,000. The
DCR is 1.33 ($20,000 + $15,000 = 1.33).

A debt coverage ratio less than one (e.g. .75ratds that there is not enough
cash flow to pay the property's rental expenseshmigss the mortgage

payments. Obviously, a lender will not be willirglban you money to purchase
a property that does not generate enough cashythipgher back. In the above

example, the DCR of 1.33 means that the property geinerate 1.33 times

(33%) more cash required than what is requirecatothe mortgage.

CASH-ON-CASH RETURN

Cash-on-Cash Return is probably the most importatio needed when
evaluating the long-term performance of a rentapprty. Cash-on-Cash Return
is the property's annual net cash flow divided liy het investment, expressed
as a percentage.

EXAMPLE:

If the net cash flow from a property is $10,000 ahd cash invested in the
property is $100,000, the Cash-on-Cash returnl@itzed to be 10% ($10,000
+ $100,000). The net investment in the propertyhis cost of the property
minus the amount borrowed.

An easy way to understand the ratio is to compiat@ & return on a certificate
of deposit. If the bank pays you an annual retfinsay 5%, the 5% is the
Cash-on-Cash return on the deposit.

Please note that the Cash-on-Cash return doesiclatie property appreciation
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which is a non-cash flow item until the year ofesal Therefore, if you are
evaluating a property on a long-term basis, youdnie focus more on the
annual cash flow as it relates to your investmemt ocus less on property
appreciation.

CAPITALIZATION RATE (CAP RATE)

The Cap Rate is a ratio that places a value onopepty based on the net
operating income (NOI) it generates which allows f@ comparison of

properties with different fair market values (FMVThe Cap Rate is computed
by taking the rental NOI and dividing it by the pesty's FMV. The higher the

Cap Rate, the better the property is said to béopeing. Note that the Cap
Rate is not a computation of an investment retuat tather a way of

understanding how a property will generate NOIltstan be compared to other
properties.

Cap Rate - Practical Use #1

You can use the Cap Rate to value your propelttet's say that your property
generates $10,000 of annual net operating incoMmur real estate agent tells
you that the Capitalization Rate in your area iprapimately 4%. That would

mean that the approximate fair market value of ypuwperty is $250,000

($10,000 + .04).

Cap Rate - Practical Use #2

Assume that you are comparing two properties. Titet property has a

projected NOI of $20,000 and an asking price of8600. The second property
has a NOI of only $10,000 with an asking price 81®,000. Which one would

the Cap Rate suggest is a better investment? &peRate would suggest that
the second property is a better investment sineeCdp Rate is 9% ($10,000 +
$110,000) versus 4% ($20,000 + $500,000).

If you are able to obtain reliable capitalizatioster data, you can use this
information to compare to the output that the Landis Cash Flow Analyzer
Pro calculates, based on your input. This wilphgbu to gauge whether or not
the asking price for a property is over or underpghoperty's fair market value.

LOAN-TO-VALUE RATIO (LVR)

The Loan-to-Value Ratio is the amount of a secuoath or mortgage divided
by the fair market value of the property. For exémf your property is worth
$100,000 and you have a mortgage balance of $50t660.0an-to-Value ratio
on your home would be 50%. The LVR helps you dlyiadketermine how
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leveraged your property is based on the fair maraite of the property versus
your cost. You can also use the LVR to deterntimeamount of your equity.

If you have more than one loan secured against goyverty, add together the
outstanding value of each loan in order to caleuthe Loan-to-Value ratio. For
example, if your home is worth $100,000 and youehavnortgage balance of
$50,000, the Loan-to-Value ratio on your home wdwgd50%. However, if you

also have a second secured loan on your home ®0@@, the Loan-to-Value

ratio on your home would be 75% ((50,000 + 25,afigided by 100,000).

GROSS RENT MULTIPLIER (GRM)

The Gross Rent Multiplier (GRM) is another way talue and compare
properties. Used mostly in the apartment indugtrg, GRM is much like the

Capitalization Rate except the gross rental incoatieer than the net operating
income (NOI) is used to determine the value of apprty. The GRM is

calculated by dividing the fair market value of theperty by the annual or
monthly gross rental income.

EXAMPLE:

If the sales price for a property is $200,000 areldannual gross rental income
for a property is $25,000, the GRM is equal to 30000 + $25,000).

INTERNAL-RATE-OF-RETURN (IRR)

When an investment creates differing amounts ouahoash flow, a rate-of-
return can be determined by calculating the InteR@de-of-Return (IRR). The
formula for computing the IRR is very complicatadt lpssentially an IRR is the
rate needed to convert (or discount) the futurevenecash flow to equal your
initial investment or down payment.

EXAMPLE:

Assume a cash flow of $10 in the second year. ,Adssume that in order to
generate that $10, you had to invest $50. Inekample, you have an outflow
of $50 the first year and an inflow of $60 in tlezand year ($10 earnings plus
the $50 return of your initial investment). To wert or discount the $60 back
to today's dollars to equal your initial investmeh$50, a discount rate of 20%
is required. Thus, your IRR is 20%.
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In other words, IRR is the discount rate at whisé tnet" present value of all
future cash flow is zero (discounted future casiwél = starting investment
amount). The "net" meaning you subtract yourahitivestment.

Please note that an IRR can't be computed if thestment is zero such as no-
money down investment, or an IRR can be astrondipidarge if the
investment (down payment) is very small in comgariso the cash flow and
profit.

MODIFIED INTERNAL-RATE-OF-RETURN (MIRR)

The Modified-Internal-Rate-of-Return (MIRR) is uséal correct a significant
inherent problem with the IRR calculation. The IRRmula assumes that you
are reinvesting the annual cash flow at the sareeas calculated by the IRR.
As a result, when you have a property that genersigmificant cash flow, the
calculated IRR will overstate the likely financiadturn of the property. The
MIRR allows you to enter a different rate that jpbed to the property's annual
cash flow. Using the MIRR will more closely mimibe real rate of return
since operating cash flow is rarely invested aighdr rate than a bank savings
rate.

The finance rateis the annual interest rate paid to borrow monesng
years the property experiences a negative cash flow

The reinvestment ratds the rate-of-return earned on the excess cash fl
that is generated by the property

CUSTOMER SERVICE

If you have any questions, need technical assistanaf you need to contact us
for any other reason, please call us toll fre@6&-290-4183.

Our address is:  RentalSoftware.com LLC
375 Rockbridge Rd Suite 172
Lilburn, GA 30047
Info@RentalSoftware.com
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NEED PERSONAL HELP WITH YOUR
ANALYSIS?

Our customer service is unmatched by our compatitM/e are here to help you
get started and answer any questions about ouwa@ft on our toll-free
line. But sometimes our customers want more hamdkelp understanding a
particular rental property analysis. Either wadrigbout making a mistake or
knowing the value of experienced professional chimgy many of our
customers seek our assistance to ensure they abyzimg real estate
properly. Thus, we offer ol@oaching and CPA Analysis Review Service.

Our Coaching & CPA Analysis Servicegoes beyond the normal customer
service. We actually review your rental propertyalgsis with you over the
phone and through email. We also explain theifsigimce of the calculations,
financial ratios, and their respective purposéd/e help you understand the
story the numbers are painting so that you carriehrte whether that property's
performance will meet your investment objectiv€ur customers not only gain
the confidence to begin investing sooner, but thelk away with an education!
There really is nothing like having a CPA firm oalldhat specializes in rental
property analysis.
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About the Software's Creator:

Douglas Rutherford is a nationally recognized CPA
practicing in the real estate industry. He is athar,
businessman, real estate investor, the founder of
Rutherford, CPA & Associates, P.C., and is the iBesd

and CEO of LandlordSoftware.com LLC.

Doug developed the Cash Flow Analyzer® software

series beginning in 1993 to assist his clientsnalyzing

real estate investmentsToday, over 30,000 real estate

investors, brokers, agents, bankers, mortgage lendg and others in the USA,
Canada, Australia, and other foreign countries useéhe Cash Flow Analyzer®
software.

The Cash Flow Analyzer® and Flipper's® software dhe leading investment
analysis software product on the market today.

Doug earned a Bachelor of Business AdministratiBBA) in Accounting and a
Master of Taxation (MTX) degree from Georgia Stdteversity, Atlanta, Georgia.

Doug is a member of the America Institute of Caxtif
Public Accountants (AICPA), the Georgia Society of
Certified Public Accountants (GSCPA), and the Nadio
Society of Tax Professionals (NSTP).
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