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Merchants Grove
Waukesha, Wisconsin
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Merchants Grove
Waukesha, Wisconsin

2420 Floor Plan

Carpentier & Associates
(Veterinary Hospital)

c
|

Dog Grooming
by Charmaine
(sub-tenant)
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Merchants Grove
Waukesha, Wisconsin

2422 First Floor Plan

Dispensing

First floor is occupied by Professional Recovery Network.
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2422 Second Floor Plan

Merchants Grove
Waukesha, Wisconsin

Suite 202
Professional
Recovery Network

Suite 201
Visionary
Impressions

To Deck

To Deck

Suite 203
Wipro GE
Medical Systems

’l Suite 204
Rylie
Corporation
(Home Instead)
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Merchants Grove
Waukesha, Wisconsin

2424 Floor Plan
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2426 Floor Plan

Merchants Grove
Waukesha, Wisconsin

First Fidelity Home Mortgage
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2428 Floor Plan

Merchants Grove
Waukesha, Wisconsin

|| Unit E

Vacant
(former Doenier)
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Parking
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Unit D
Dr. Grant, D.D.S.

rivate Entry

Suite 101 Suite 102
\Vacant Vacant

J

Common Entry
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Fastlane Foods
“§(Seattle Sutton)

Parking
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2430 Floor Plan

Merchants Grove
Waukesha, Wisconsin

X-Ray

Lounge

Waiting

100% occupied by Thomas Pietrocarlo (Podiatrist)
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Merchants Grove
Waukesha, Wisconsin

Investment Summary

Offer Price $2,900,000
Square Feet 24,284
Price/SF $119.42

In-place Potential
Net
Operating Income  $159,393 $276,714
Cap Rate 5.5% 9.2%

1. Note: The Prospective cap rate assumes an additional investment of $122,000 (approximately $15/SF on the vacant
square footage) for a total investment of $3,022,000.

Financial Analysis

Merchant’s Grove presents the investor with an opportunity to acquire a portfolio of six buildings
located less than one half mile south of the 1-94/Grandview Boulevard interchange in Waukesha,
WI.

Investors could consider the following three scenarios when evaluating the opportunity to acquire
the property:

1. Office condo-conversion- sell individual units
2. Acquire and sell individual buildings to tenants/users.
3. Continued operation as an office complex.

A brief summary of each approach follows:

Office Condo Conversion- Sell Individual Units

The property is currently operated as a multi-tenant rental office project, and it features 18 tenant
suites totaling 24,284 total square feet.

Assuming a retail sale price of $160.00 per square foot, the potential gross sales revenue would be:
$160.00/SF x 24,284 SF = $3,885,440.
Revenues to ownership (in addition to unit sales revenues) would include rental income from

existing tenants which would significantly reduce the cost to carry the project through the
condominium marketing phase.

Siegel-Gallaghe
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Merchants Grove
Waukesha, Wisconsin

A brief summary of office condominium sales follows:

Address DgzﬁeOf Sale Price | Price/SF Comments
N63 W23524 Silver Spring Dr. Unit included the entire
Sussex, WI 6/04 $295,000 $129.39 second floor of the building.
Recently constructed office
67;&5:;2?3\2?”1" 5/06 | $4,200,000 | $210.00 | condo. Class A space with a
' $40/SF build-out allowance.
5/06 $500,300 $122.62
N28 W2300 Roundy Drive 2/06 $175,000 $163.86 Former Roundy’s office
Pewaukee, WI 2/06 $800,000 $142.12 complex.
12/05 $247,100 $175.00

Various units available with

21075 Swenson Drive Comparable listing an average square footage of
Waukesha, WI 2,900 SF and an average

listing price of $137.38/SF

Sell Individual Buildings

A second strategy is to acquire the entire project and sell whole buildings to tenants, users, or
investors on an opportunistic basis. In effect, an investor would be “buying at wholesale and selling
at retail.”

Assuming a sale price of $155.00 per square foot for the individual buildings, the potential gross
sales revenue would be:

$155.00/SF x 24,284 SF = $3,764,020.

This strategy could appeal to existing tenants at the property, single-tenant users who wish to
purchase an entire building, other users who want to own their building, and may want to lease out a
portion of the space to defray their costs, and speculative investors who are seeking smaller
investment properties.

Continued Operation

Merchant’s Grove has historically enjoyed high occupancy levels, averaging 95%. In recent
months, ownership has allowed several units to open up so that a condo conversion development
would be more easily executed. However, an investor may consider the possibility of continuing to
operate the property as a multi-tenant office complex.

The following exhibits contain our financial analysis. The Expense Analysis exhibit shows actual
expenses for 2005 and 2006 as well as the 2007 Budget. We also project pro-forma expenses for
the upcoming year. The Rent Roll and Income Analysis shows each of the 18 tenant suites and the
in-place or prospective income from each suite. The Income and Investment Returns Summary
displays cap rates and Leveraged Return on Equity of both In-Place Income and Prospective
Income.

Siegel-Gallagher
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Merchants Grove
Waukesha, Wisconsin

Expense Analysis

2005 Actual 2006 Actual 2007 Pro-Forma

Expenses Expenses Budget Op. Expenses (2)
Electric $8,345 $8,994 $9,425 $9,661
Gas 1,788 960 1,053 $1,079
Sewer/Water 3,221 3,593 3,701 $3,794
Rubbish 1,763 2,006 2,004 $2,054
RE Taxes 41,883 43,047 46,822 $47,993
Insurance 3,040 4,360 4,578 $4,692
Supplies 1,006 958 900 $923
Repairs & Maintenance (1) 18,887 18,628 16,545 $16,959
Lawn/Landscaping 7,389 10,996 8,080 $8,282
Snow Removal 13,750 7,461 10,500 $10,763
Management Fee 11,319 11,579 9,848 $10,094
Total $112,390 $112,582 $113,456 $116,292
$/SF $4.63 $4.64 $4.67 $4.79
1. Repairs and Maintenance includes $6,193 for HVAC Repair in 2005 and $5,054 in 2006.
2. Pro Forma Operating Expenses have been calculated by increasing 2007 Budget amounts by 2.5%.

Siegel-Gallagher 2
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Rent Roll & Income Analysis

Merchants Grove
Waukesha, Wisconsin

Initial Lease Monthly Other Total Rent Asking Potential
Tenant Building Unit SF Lease Expiration Rent Charges Rent Per SF Rent/SF Income
Carpentier & Associates #1 2420 3,499 9/1/1993  2/28/2009 $ 3,615.63 $ 1,279.82 $ 4,895.45 $ 16.79
Visionary Impressions, LLC #2 2422-1 565 1/1/2007  12/31/2007 $  750.00 $  750.00 $ 15.93
Professional Recovery Network #2 2422-2 565 11/1/2001 M-T-M $  760.00 $ 760.00 $ 16.14
Wipro GE Medical Systems #2 2422-3 565 1/15/1998  12/31/2007 $  700.00 $  700.00 $ 14.87
Rylie Corporation #2 2422-4 565 1/1/2001  12/31/2007 $  715.00 $ 71500 $ 15.19
Professional Recovery Network #2 2422-A/B 2,238 4/1/1997 3/31/2008 $ 3,525.00 $ 3,525.00 $ 18.90
Vacant #3 2424 2,346 $ -8 - $ 17.00 $ 3,324
First Fidelity Home Mortgage #4 2426-A 1,100 5/1/1996  8/31/2008 $ 1,020.00 $ 40225 $ 142225 $ 15.52
Vacant #4 2426-B 1,385 $ -8 - $ 17.00 $ 1,962
Eye Clinic of Waukesha, LLC #4 2426-C 2,047 9/1/2005  8/31/2010 $ 2,106.70 $ 74855 $ 285525 $ 16.74
Vacant #5 2428-101 517 $ -8 - $ 17.00 $ 732
Vacant #5 2428-102 776 $ -8 - $ 17.00 $ 1,099
Fastlane Foods, Inc. #5 2428-103 517 9/1/2005  8/31/2008 $  775.00 $ 77500 $ 17.99
Vacant #5 2428-104 517 $ -8 - $ 17.00 $ 732
Vacant #5 2428-A 1,417 $ -8 - $ 17.00 $ 2,007
Jeffrey D. Grant, DDS #5 2428-D 999 1/1/1986  12/31/2011 $ 1,027.93 $ 36495 $ 139288 $ 16.73
Vacant #5 2428-E 1,160 $ - 8 - $ 17.00 $ 1,643
Thomas A. Pietrocarlo #6 2430-B/C 3,506 1/1/2000  11/30/2008 $ 3,857.01 $ 1,325.93 $ 518294 $ 17.74
Totals 24,284 $ 22,974 $11,501
Square Footage Summary Prospective Income Analysis
Occupied Square Feet 16,166 66.6% Monthly Gross Rent (In-Place) $22,974
Vacant Square Feet 8,118 33.4% Additional Potential Rent $11,501
Total Square Feet 24,284  100.0% Total Potential Monthly Gross Rent $34,474
Multiplied by 12 months 12
Total Potential Annual Gross Rent $413,691
In-Place Income Analysis Less 5% Vacancy Factor ($20,685)
Monthly Gross Rent (In-Place) $22,974 Effective Gross Income $393,007
Multiplied by 12 months 12 Less Pro-Forma Expenses ($116,292)
Total Annual Gross Rent $275,685 Potential Stabilized NOI $276,714
Less Pro-Forma Expenses ($116,292) Asking Price $2,900,000
In Place NOI $159,393 Additional Investment (1) $122,000
Asking Price $2,900,000 Total Investment $3,022,000
Cap Rate 5.50% Cap Rate 9.16%

1. Note: We have assumed $15/SF for T1 and
Leasing Commissions on the 8,118 SF of vacancy.

Siegel-Gallagher
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Merchants Grove
Waukesha, Wisconsin

Income & Investment Return Summary

Analysis of In-Place Income

Total In-Place Income $275,685
Less Pro-Forma Expenses $116,292
In-Place Net Operating Income $159,393
Sale Price $2,900,000
Cap Rate on In-Place Income 5.50%
Debt Assumptions:

First Mortgage 80.00% $2,320,000
Interest Rate 7.00%
Amortization Period (years) 25
Annual Payment $196,767
Cash Flow After Debt Service ($37,374)
In-Place Return On Equity -6.4%
Analysis of Potential Income

Total In-Place Income $275,685
Total Potential Additional Income $138,006
Total Potential Income $413,691
Less 5% Vacancy Factor ($20,685)
Less Pro-Forma Expenses ($116,292)
Total Potential Net Operating Income $276,714
Sale Price $2,900,000
Additional Investment (1) $122,000
Total Investment $3,022,000
Cap Rate on Potential Income 9.16%
Debt Assumptions:

First Mortgage 76.8% $2,320,000
Interest Rate 7.00%
Amortization Period (years) 25
Annual Payment $196,767
Cash Flow After Debt Service $79,947
Potential Return On Equity 11.4%

1. Note: We have assumed a cost of $15/SF for Tenant Improvements and
Leasing Commissions for the 8,118 SF of vacant space.

Siegel-Gallagher
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Merchants Grove
Waukesha, Wisconsin
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Pewaukee

Pewaukee, Hartland, Delafield, Oconomowoc, Northwest Waukesha

The Pewaukee/Waukesha submarket continues to make strides, reducing vacancy by almost 5% over
the last two years. Once yielding vacancy rates in excess of 20%, the submarket is now among the top
performing in the area.

Notable second quarter leases include Team Spine, 3,336 SF, at One Riverwood Place, and Grady, Hays
& Neary, 5,500 SF and The Mortgage Guys, 3,689 SF, both at Stone Ridge II.

Pewaukee & Suburban Vacancy

30.0% :
Pewaukee/Waukesha Profile
‘Multi-tenant Office Buildings 35
Class A 21
20.0% + Class B 14
Total Square Feet 1,656,205
Class A 1,093,296
Class B 562,909
10.0% + % of Total Office Market 5.7%
%of Total Office Vacancy  3.7%
"~ Vacancylndex = 065
0.0% - Pewaukee Vacancy 10.4%
05Q3 05Q4 06Q1 06Q2 06Q3 06Q4 07Q1 07Q2 Current Lease Averages
Class Size Yrs Init Grs Escal
Pewaukee Class A Pewaukee Class B T A 5955 34 $141l  32%
e Suburban Class A e Suburban Class B B nocurrentlease activity
In theWorks
Pewaukee Vacancy & Absorption DeVry University will move its Waukesha
campus to the Stone Ridge Corporate
30,000 16.0% Center at N14 W23833 Stone Ridge Drive,
to accommodate the addition of
-+ 15.0% undergraduate degree program offerings.
The new 10,000 SF facility is scheduled to
10,000 A -+ 14.0% open in September 2007.
- 13.0% Pabst Farms Development Inc. has
received approval for the Village Crossing
(10,000) - + 12.0% at Pabst Farms from the Oconomowaoc Plan
Commission.  The 144-unit condo
-+ 11.0% development will include 72 buildings
spread out over 32 acres.
(30,000) 10.0%
Class A Absorption Class B Absorption Tofal Vacancy
Class A Class B Class A Class B
Quarter Vacancy Vacancy Vacancy Absorption Absorption Absorption
05Q3 15.2% 13.8% 17.8% (20,083) (17,861) (2,222)
05Q4 14.5% 13.8% 15.8% 11,840 - 11,840
06Q1 12.1% 14.2% 8.0% 13,000 (4,107) 17,107
06Q2 11.2% 13.8% 6.0% 14,704 3,904 10,800
06Q3 11.6% 14.4% 6.0% (6,729) (6,816) 87 ===
0, 0, 0, . ——
T TR TR R TE sl ll Sicgel-Gallagher ———
07Q2 10.4% 12.2% 6.9% 11,186 12,688 (1,502) ===
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DISTRIBUTED BY WISCONSIN REALTORS ASSOCIATION
WISCONSIN REALTORS ASSOCIATION

Southeastern Wisconsin

Commercial Association of Realtors

DISCLOSURE OF REAL ESTATE AGENCY -C

THIS DISCLOSURE IS BEING PROVIDED BY: Siegel-Gallagher ONCOR International Worldwide Real Estate Services . and

Firm’s Name
Patrick Gallager, Jack Arnett WHO IS WORKING AS: [X] Owner’s Agent [] Buyer’s/Tenant Agent
Wisconsin Statute 452.135 requires that brokers provide a written agency disclosure form containing a disclosure of duties owed to all parties,
the duties owed to the broker’s client, a statement regarding confidentiality and a statement of which party(ies) the broker represents, before
providing brokerage services to a party. This form is being provided to comply with that requirement.

DUTIES TO ALL PARTIES
Wisconsin Statute section 452.133(1) states that in providing brokerage services to a party to a transaction (including both clients and
customers), a broker shall do all of the following:

(a) Provide brokerage services to all parties to the transaction honestly, fairly and in good faith.

(b) Diligently exercise reasonable skill and care in providing brokerage services to all parties.

(c) Disclose to each party all material adverse facts that the broker knows and that the party does not know or cannot discover through
reasonably vigilant observation, unless the disclosure of a material adverse fact is prohibited by law.

(d) Keep confidential any information given to the broker in confidence, or any information obtained by the broker that he or she knows

a reasonable party would want to be kept confidential, unless the information must be disclosed under (c) or Wis. Stats. sec. 452.23
(information contradicting third party inspection or investigation reports) or is otherwise required by law to be disclosed or the party
whose interests may be adversely affected by the disclosure specifically authorizes the disclosure of particular confidential information.
A broker shall continue to keep the information confidential after the transaction is complete and after the broker is no longer providing
brokerage services to the party.

(e) Provide accurate information about market conditions that affect a transaction, to any party who requests the information, within a
reasonable time of the party’s request, unless disclosure of the information is prohibited by law.

()] Account for all property coming into the possession of a broker that belongs to any party within a reasonable time of receiving the property.

(9) When negotiating on behalf of a party, present contract proposals in an objective and unbiased manner and disclose the advantages

and disadvantages of the proposals.

DUTIES TO A CLIENT
Wisconsin Statue section 452.133(2) states that in addition to his or her duties under lines 8 to 24, a broker providing brokerage services to
his or her client shall do all of the following:

(@ Loyally represent the client’s interests by placing the client’s interests ahead of the interests of any other party, unless loyalty to a client
violates the broker’s duties under lines 8 to 24 or Wis. stats. sec. 452.137(2) (duties to all clients in multiple representation situations).
(b) Disclose to the client all information known by the broker that is material to the transaction and that is not known by the client or

discoverable by the client through reasonably vigilant observation, except for confidential information (see lines 14 to 19) and other
information, the disclosure of which is prohibited by law.

(c) Fulfill any obligation required by the agency agreement, and any order of the client that is within the scope of the agency agreement,
that are not inconsistent with another duty that the broker has under this chapter or any other law.

CONFIDENTIALITY NOTICE TO CLIENTS AND CUSTOMERS

A BROKER IS REQUIRED TO MAINTAIN THE CONFIDENTIALITY OF ALL INFORMATION GIVEN TO THE BROKER IN

CONFIDENCE AND OF ALL INFORMATION OBTAINED BY THE BROKER THAT HE OR SHE KNOWS A REASONABLE PARTY

WOULD WANT TO BE KEPT CONFIDENTIAL, UNLESS THE INFORMATION IS REQUIRED TO BE DISCLOSED BY LAW (SEE LINES

14 TO 19). THE FOLLOWING INFORMATION IS DISCLOSED BY LAW:

1) MATERIAL ADVERSE FACTS AS DEFINED IN SECTION 452.01(5g) OF THE WISCONSIN STATUTES.

2) ANY FACTS KNOWN BY THE BROKER THAT CONTRADICT ANY INFORMATION INCLUDED IN A WRITTEN INSPECTION
REPORT ON THE PROPERTY OR REAL ESTATE THAT IS THE SUBJECT OF THE TRANSACTION.

TO ENSURE THAT THE BROKER IS AWARE OF WHAT SPECIFIC INFORMATION YOU CONSIDER CONFIDENTIAL, YOU MAY LIST

THAT INFORMATION IN THE SPACE BELOW THAT IS MARKED “CONFIDENTIAL INFORMATION” AT A LATER TIME, YOU MAY

ALSO PROVIDE THE BROKER WITH OTHER WRITTEN NOTIFICATION OF WHAT INFORMATION YOU CONSIDER TO BE

CONFIDENTIAL.

IF YOU WISH TO IDENTIFY SPECIFIC INFORMATION AS CONFIDENTIAL PLEASE COMPLETE THE “CONFIDENTIAL

INFORMATION” SECTION BELOW AND RETURN TO BROKER.

CONFIDENTIAL INFORMATION:

disclos./original

Copyright 1994 by Wisconsin REALTORS Association

Drafted by: Attorney Richard J. Staff

No representation is made as to the legal validity of any provision or the adequacy of any provision in any specific transaction.



