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Introduction

Welcome to the Chateau at Lake Saint Louis, an independent senior living
community ready for construction in the city of Lake Saint Louis, Missouri. The
Chateau is a full service, upscale community being developed for the active
senior lifestyle while offering a wide range of healthcare services at very
affordable prices. I invite you to visit the website at http://www.chateaulsl.com to
take a tour of the building and learn about the many services that will be offered
at the Chateau.

The City of Lake Saint Louis is about 35 miles west of St. Louis and started out
as a private, planned resort development in the 1960s. It is a scenic and serene
area, built for recreation and comfortable suburban living. Lake Saint Louis has
regularly appeared on "best places to live" and “best places to retire” lists.

Lake Saint Louis attracts families, empty nesters and retirees. In fact, 42% of the
population is age 45 or better. And, over the last decade, the Lake Saint Louis
population has grown 45% while managing to maintain the same peaceful quality
of life that brought the first families here nearly fifty years ago.

We have recently updated the development costs and the projected revenue. All
the data is supported by 3" party reports and information as of January 2014.

Executive Summary

» The Saint Louis Senior market is large, underserved and growing.

» The City of Lake Saint Louis was recently rated one of the “top 25 best places
to retire” and the “9" best place to live” by Money Magazine.

» We have acquired and control an exceptional site on which to build a
retirement community and have already obtained necessary zoning
approvals.

» The project has a low breakeven threshold and projects high returns.

» We have assembled a highly qualified Development Team with hands on
experience in over 200 communities.

» This project will produce an economic boost for the community by creating
over 400 construction jobs and over 100 permanent jobs when operational.
The development also projects to be the second largest taxpayer in the city
and fifth largest in the county and will generate an estimated $5mm annually
to the local economy.
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Building

Other Details

Size:

Average Unit
Size:

Building Height:

Reference:

Size:
Zoning:

Site Condition:
Soil Condition:

Environmental:
Infrastructure:

Cost to Complete:

Basic Facts

Approximately 320,000 square feet

» approximately 215,000 square feet: 197 Units

» approximately 105,000 square feet: Public Space
1,087 square feet

70 feet on two wings, 50 feet on third wing

Lot #7 Hawk Ridge Business Park,
Lake Saint Louis, MO

The land sits on a bluff, tree lined on the north and
east, overlooking a 9-hole golf course to the west.

12.69 acres

Zoning in place. Recent changes in city zoning will
result in minor modifications to existing building plans.

Site is basically level; no extraordinary site work
expected.

Excellent for construction of this type of building. Soil
test is available.

No issues. Land is virgin.

Water, sewer, curbs, gutters in place. Utilities are
curbside

Approximately $60,000,000

Expenditures to Date: Approximately $3,900,000

Estimated Time to Ground 90 to 120 days from first funding.

Breaking:

Estimated Construction 15 months

Time from Ground

Breaking:

Building layout and http://www.chateaulsl.com

apartment floor plans are
available on the website:
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Development & Operational Structure

A. Development Structure

1. The Chateau is being developed by Lake Saint Louis Senior Housing LLC,

an LLC registered in the state of lllinois, file # 0081237-4, established
November 25, 2002. (Certificate attached.) Its offices are located at:

21324 Long Grove Rd.
Kildeer, IL 60047
Ph:  847-550-4249
Cell: 847-471-8265
Fax: 847-550-4612
E-mail: Classsun@aol.com
Managing Member: Thomas F. Longeway

2. The LLC will oversee the construction, marketing, and contract out the

management of the community. The LLC will be the Borrower and remain
the owner of the building. The LLC will lease the building under a 99-year

triple net lease to the Chateau at Lake Saint Louis Cooperative Housing
Corporation. This entity is chartered under the Laws of the State of

Missouri 00725963 and was established on March 22, 2006. (certificate

attached)

Terms of the lease are triple net, which vests in the Chateau Association
full control of the building and responsibility for the repair and maintenance

of the building and grounds for 99 years.

B. Operational Structure

1.

2.

Upon receipt of an Occupancy Permit issued by the city the lease will kick in.

The LLC will control the Board of Governors until 92% of the units are
occupied.

The LLC will take a Master Management Contract for 10 years and will

contract out the day to day management to a qualified Senior Housing
Operator. The leading candidate is Life Care Services (LCS) of Des

Moines,

lowa, which currently owns and manages approximately 200

facilities across the Midwest.

LCS will provide day to day services, including meals, maid service,

building and grounds maintenance, cash management and report to the

Chateau Board of Governors through the LLC.
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10.

11.

12.

Residents will come into the building by acquiring shares in the
Association. This share purchase will give them the sublet leasehold
rights to this specific apartment unit. These rights are similar to owning
a unit in a condominium. They may be sold at any time for any price the
resident is willing to accept. Subject only to an age 55 restriction for
residents.

Proceeds from the share purchase go to the Chateau Association, who
in turn will loan the proceeds to the LLC to retire the development costs
of the project. (See Cash Flow Exhibit.)

In addition to the “Entrance Fee” residents will be charged a monthly fee
to pay the operating costs of the building. Much the same as country
club members incur monthly dues and costs for services.

These fees will generally be lower than monthly rental fees charged by
the rental communities whose operating costs include debt service on
their mortgages.

In addition the monthly service fees will be lower because the Resident
Association is a not-for-profit housing corporation so there will be no
need to add on profit margins above the actual cost of the delivery of
goods and services.

As an example, a couple renting a 1,255 square foot unit at Gatesworth
(the #1 community in the market) would pay $7,100 per month in rent. A
couple living at the Chateau in a Devonshire unit of 1,350 square feet
would pay $3,350 per month and receive the same services.

A couple living at Fairwinds in a 975 square foot unit will pay $3,750 per
month. A couple living in a 1,020 square foot unit at the Chateau will
pay $2,750 per month and receive additional services not offered by
Fairwinds.

Perhaps more important than the financial differential is the fact that
Chateau residents:

a. Self govern the building through their elected Board of Governors
b. Build up equity in the unit
c. Have control of their lives and choose to come and go as they please.

There are many additional facets to the concept of resident control that favor
the resident and the building ownership, which | will be pleased to discuss
with you at your convenience.




Cash Flow Chart

Share Purchase Chateau
$75.5m Association

Loan/Mortgage 99 year lease
$74.5m

$60m Loan LLC Developer

Residents

Funding
Sources <

Rent 99 years

Chateau
Association <

LLC Developer

Repay $74.5 m Loan




Exit Strategy

Any investor will have a single most important question in their minds from the
moment that you are introduced to the project.

How do | get repaid?

There is a Primary Plan to repay the development costs. In addition, we have
two back up plans in the event that the economy does not cooperate.

Plan A:

The Cash Flow Chart illustrates the Primary Plan to repay the development
costs.

e Estimated cost to complete the development: $60,000,000.

e Resident share purchases: $75,500,000

e Proceeds from the share purchases, less $1,000,000 operating reserve will
be loaned to the LLC to pay off the development costs.

e Upon repayment the Association will take a 2" mortgage until the entire
senior debt is retired, approximately 80% occupancy.

e At this time the Association will hold the 1% mortgage on the building, which
the LLC will repay as a 40 year term using the existing HUD interest rate.

e Each month the Association pays rent and the LLC makes a return mortgage
payment.

e This sets up the LLC with a self-liquidating 40 year mortgage with its tenant.

e At a very conservative absorption rate of five units per month we expect the
development costs to be retired in 33 months from first funding.

Considering that a similar development in the marketplace, Park Place, filled at
roughly 8.5 units per month, we believe that five units per month is a very
conservative projection, and if we allowed for 170 units to fill in 60 months that
would be at a rate of 2.8 units per month.




Plan B:

In the event, only have half the building filled in 36 months, we would undertake
the following contingency plan.

- 50% of the units occupied
— Revenue = $37,750,000
— Balance of the loan = $22,250,000

e We would then fill a predetermined number of units in a Rental Option Plan.
This would be done to reach the operating breakeven level of roughly 58% to
maintain operating cost levels.

e Renters would pay market rate prices, roughly $1,000 to $1,500 per month
higher than “owners.”

e At this point in time, we would have a building with an as-built value of
$86,000,000+ (See Site Inspection Report and As Built Appraisal) and a loan
balance of $22,250,000 that is operating at breakeven.

e We would then approach several lenders seeking a first mortgage to take out
the remaining costs.

e Witha LTV of 26%, | expect that we could secure a first mortgage at
reasonable terms.

Plan C:

In the very unlikely event that circumstances render Plan A infeasible, we still
have the flexibility to adapt the community to a market rate rental senior property.

e We would apply for a conventional mortgage of $60,000,000 with an as-built
value of $86,000,000 or 70% LTV.

e Based on market rate rents of upscale senior communities, scaled down
amenities to levels comparable to other local senior communities, we expect
to fill the building and maintain very healthy profit margins.

e Estimates of the DCR will vary depending on the rates, terms, length of the
mortgage that you choose to apply, but the last time we engaged in a math
exercise the DCR ranged from 1.35 to 1 to 1.60 to 1, well within any lending
guidelines existing today.

In Summary:

Plan A should get the job done in a timely fashion. Unlike other parts of the
country, St. Charles County is still a viable market for the resale of residential
housing, albeit not at the overly inflated prices of four years ago. The fall back to
Plan B would allow us to repay the costs with a 60 month loan term even with the
extremely low absorption. Plan C offers the lender the most traditional method of
repayment and at a 70% LTV could be structured at any time after the receipt of
the Certificate of Occupancy that a lender may deem appropriate.




Development Team

Any project is only as good as the team that is involved in the work. | am quite proud of
the team we have assembled to bring the Chateau to completion.

ALTMAN CHARTER - General Contractor

Founded in 1985 when the 37 year old J.J. Altman Co. and 25 year old Charter
Construction Co. merged. Their brochure lists 41 senior housing related projects,
including remodeling and upgrades of the two Friendship Village properties in the St.
Louis Metro area and a new group of villas for Friendship West. They will G-Max the
price and bond the building. Among their references is Life Care Services of Des
Moines, IA, our selection as operator. Please visit their website at:
www.AltmanCharterSeniorLiving.com

LIFE CARE SERVICES — Management

Headquartered in Des Moines, IA, Life Care Services is considered by many as the
finest contract operator in the market today. LCS owns and/or operates close to 200
communities across the country, including three communities in the St. Louis metro
area, two Friendship Villages and Gambrell Gardens. Ask any knowledgeable senior
housing financier, and they will tell you LCS is their first choice of management
companies. Please visit their website at: www.LCSnet.com

AEDIS — Architect

Although a small firm, Aedis has a long list of satisfied customers and a strong track
record with the City of Lake St. Louis. Their brochure lists several senior, retirement, or
healthcare related facilities. Aedis had a long relationship with St. Louis Design Alliance,
a specialty consultant in senior communities.

Aedis, Altman Charter and LCS have teamed together on additions to Friendship Village
South County. Please visit their website at: www.Aedis.net

ST. CHARLES ENGINEERING

St. Charles County based civil engineering firm conducted various soil tests, detention
studies, tree studies, and works under the architect on all civil engineering issues. St.
Charles engineering is a preferred vendor of the City of Lake Saint Louis.

BECKER, DUFOUR & YARBOROUGH

Charles DuFour, St. Louis is an attorney with an outstanding reputation and a long
history with land development, municipal law and contracts.

In addition to the above the team will add specialists in the areas of interior design,
landscaping, environmental amenities, security, and public relations as these needs
arise, under the guidance of the above group of experts.

I would be pleased to introduce each of the team members during any site visit that you
may care to take.
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Market Strenqgth

The obvious question is “if we build it, can we fill it"? The answer in this case is a

resounding YES.

» The St. Charles Country Senior population is rapidly growing and is
projected to increase 21.3% by 2018.

» The population for Seniors in St. Charles and St. Louis Counties is
186,803 and projected to grow to 203,672 (plus 9%) by 2018.

> There are more than 40,500 Seniors 65+ within 15 miles of the site.

» The target customers have incomes well-above the national average and
have a much higher rate of home ownership than the national average.

The Economic Development Center of St. Charles County has provided us with
32 pages of demographic data for St. Louis County and St. Charles County.
Their sources of this data are: Experian, Alteryx and Demographics Now.com

The following are Key excerpts from the report:

2013 St. Charles County | St. Louis County Total
Total Population 372,538 1,001,507 1,374,045
Households 138,816 406,404 545,220
Seniors 65+ 43,587 143,216 186,803
% of Seniors 11.3% 14.3% 13.6%
2018 Projections St. Charles County | St. Louis County Total
Total Population 406,824 1,005,237 1,412,061
+9.2% +0.4% +2.8%
Households 138,816 406,404 545,220
Seniors 65+ 52,887 150,785 203,672
+21.3% +5.3% +9%
Current St. Charles County | St. Louis County U.S.
Houshold Units 80.5% 71.9% 64.2%
Owner Occupied
Avg Household $83,456 $84,686 $74,349
Income
Median $69,126 $56,709 $53,015




Market Strenqgth (cont.)

Lake St. Louis is a large market and is growing rapidly.

>

The senior market in St. Charles County is 43,587, of which 40,520 live
within 15 miles of the site.

The 2018 St. Charles Country Senior population is projected to grow
21.3%.

St. Charles County projects a 9.2% overall population growth from 2013 to
2018

The total market for seniors is 186,803 projected to grow to 203,672 (plus
9%) by 2018.

The 10 year stabilized market stability factor is even larger. If you want to
project stability for 20 years, the 55+ population is 85,056 for St. Charles
County.

Because the Chateau will house on estimated 350 seniors when filled, we
need only 0.8% of the 15 mile residents or 0.19% of the total market.

The market is also currently underserved as all quality service
communities are full and the better ones have wait lists.

The target customers have incomes above the national average.

>

>

The average household income of St. Charles County residents in 12.3%
above the national average.

The St. Charles median income of $69,126 is 30.4% above the national
average of $52,018.

72.2% of St. Charles County seniors have incomes above $30,000, which
is the projected resident cost to live at the Chateau.

St. Charles County’s household units are 80.5% owner occupied
(vs.64.2% nationwide). This is significant since our residents will be selling
homes to acquire shares in the Chateau building.

Because the Chateau is focused on active seniors, our initial marketing
generated a much younger population than most senior communities draw. In
addition, we use 65+ since our focus is not only today but for the initial 5 year
stabilization period.

The entire 32 page report is available if the reader seeks more data.

10
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Exhibit List

Plat of Lot #7

Site Plan

Local Area Map

County Map

Building Rendering

1% Floor Plan

Terrace Level Plan

LLC Certificate

Chateau Certificate

Sources and Uses—to be revised for lender
Construction Loan Estimates

Contractor Estimates—to be updated upon commitment
Unit Mix and Pricing—will be modified
Estimated Population, Monthly & Annual Fees
Monthly / Annual Fee Schedule

10 Year Operating Study - Notes

10-year Operating Cash Analysis—LCS Study
As Built Appraisal - Notes

Site Inspection Report—As-built value page
City of Lake St. Louis Official Brochure
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File Number 0081237-4

To all to whom these Presents Shall Come, Greeting:

I, Jesse White, Secretary of State of the State o Iilnois, do
N Yo ,

'eveby certify that
LAKFE. SAINT LOUIS SENIOR HOUSING L.L..C.,
HAVING ORGANIZED IN THRE STATE OF ILLINOIS ON NOVEMBER 25, 2002,
APPEARS TO HAVE COMPLIED WITH ALL PROVISTONS OF THE LIMITED
LIABILITY COMPANY ACT OF THIS STATE RELATING TO THE FILING

OF THE ARTICLES AND PAYMENT, AND IS ORGANIZED TO TRANMSACT
BUSINESS IN THE STATE OF TLLINOTS.

In Testimony Whereof, 1 hereto set

my hand and cause to be affixed the Great Seal of

the State of Illinois, this 14TH
MARCH 2005

day of A

SECRETARY OF S1ATE

C-2602 4D
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Robin Carmahan
Secretary of State

CERTIFICATE OF INCORPORATION
WHEREAS, Articles of Incorporation of

CHATEAU AT LAKE ST. LOUIS COOPERATIVE HOUSING CORPORATION
00725963

have been received and filed in the Office of the Secretary of State, which Articles, in alt
respects, comply with the requircments of General and Business Corporation Law.

NOW, THEREFOKE, I, ROBIN CARNAHAN, Sccretary of State of the State of
Missouti, do by virtue of the authority vested in me by law, do hereby certify and declare
this culity a body corpornte, duly organized fhis date and that it is entitled to all rights and
privileges granted cotporations organized under the General and Business Corporation
Law.

IN TESTIMONY WHEREOF, 1 have sct
my hend and imprigted the GREAT SEAL
of the State of Missouri, on this, the 22nd
day of March, 2006.
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Sources & Uses

Sources
New Funding Sources
Uses
Hard Costs
Land

Construction
Construction Reserve
Architect

Marketing

Overhead

FF&E

Legal & Audit
Operating Reserve

Pre Operating Expense

Sub Total

Soft Costs

Accounts Payable

Short Term Loans
Construction Interest (6% est.)
Origination Fees (2%)
Finders’ Fees (2%)

Sub Total

Total
Project Reserves

Total

$60,000.000
$60,000,000

2,800,000
42,000,000
2,000,000
900,000
800,000
900,000
900,000
50,000
1,000,000
70,000

$51,420,000

1,407,343
1,196,856
3,400,000
1,200,000
1,200,000

$8,404,199

$59,824,199
175,801

$60,000,000
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Construction Loan Estimates

Two years ago, we asked Altman Charter to “hard bid” the project based on the
building plans prepared by Aedis. As we started this year’s review, we asked
them to provide updates

Based upon recent bids for current jobs and a review of the data from the last
bid, it is their estimate that the costs would increase between 4% and 5% across
the board. Most of this is in materials as the labor costs have not increased.

As such, we are increasing the Construction Costs by 5%, from $40mm to
$42mm and adding a Construction Reserve category of $2mm. These increases
would allow for a total increase of 10% in the construction costs, which is twice
the projected cost.

Also, please note that there is a provision for $255,000 if a Performance Bond is
required by an investor/lender. The bond cost will remain at $255,000 and
probably be issued by Safeco Insurance.

As a general note, the bidding will be “open book”. All subcontractors will be fully

vetted and supply full insurance coverage. Investor/Lender representatives will
be welcome to participate in the bid process.
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The Chateau at Lake St. Louis
Cost Estimate Breakdown

is Building

2-Oct-09

. Excavation & Grading $ 428,800
. Paving & Walks 416,500
. Site Utilities 419,000
. Fencing, Gates, Signage 55,000
. Modular Block Retaining Walls 1,600
. Landscaping, Lawns and Imigation 233,900
. Structural Concrete Work 8,661,400
. Masonry 499,100
. Structural and Miscellaneous Steel 463,100
. Expansion Joint Assemblies 65,300
. Rough Carpentry, Gauge Metal Framing 3,167,700
. Finish Carpentry - Millwork & Trim 1,008,100
. Waterproofing 102,100
. EIFS & Fiber Cement Wall Finish Systems 951,800
. Shingle Roof Systems & Trim 623,000
. EPDM Roofing Systems 316,100
. Architectural Sheet Metal Trim 455,700
. Joint Sealants/Fire Caulking 139,900
. Doors/Frames/Finish Hardware 554,400
. Overhead Doors/Shutters 46,700
. Aluminum Entrance Work, Windows, Glazing 784,400
. Interior Glazing, Art Glass, Mirrors 41,600
. Drywall, Metal Stud Framing and Taping 2,667,100
. Acoustical Panel Ceilings 133,900
. Finish Flooring 1,088,000
. Painting and Wallcovering 751,700
. FRP Wali Panels 17,400
. Miscellaneous Specialties 269,900
. Commercial Laundry Equipment 35,000
. Commercial Kitchen Equipment 200,000
. Trash Chute 9,500
. Residential Appliances 511,200
. Theater Seating & Projection Screen 21,800
. Kitchen Cabinets, Vanities and Tops 828,600
. Window Treatment 71,200
. Swimming Pool/Sauna/Steam 175,000
. Greenhouse System 10,700
. Elevators 587,400
. Fire Sprinkler System 1,244,500
. Plumbing 2,263,400
. Heating, Ventilation and Air Conditioning 2,139,300
. Electrical Systems 3,832,800
Subitotal $ 36,294,700
General Requirements $ 2,017,100
Building Permits 240,000
Subtotal $ 38,551,800
Contractor's Fee $ 1,445,700
ESTIMATE TOTAL $ 39,997,500
Payment/Performance Bond ADD § 255,000
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Chateau at Lake Saint Louls
Forecasted Unit Size, Mix, Revenues

Unit Name # of # of Avg | Total SF Avg Avg Est Total
BR | Units SF $P/SF | Price P/lU | Revenue
A Ashford Al |1 5 780 3900 350 273,000 273,000
A2 |1 23 810 18,630 350 283,500 6,520,500
A3 |1 17 832 14,444 350 291,200 4,950,400
A4 |1 4 849 3,396 350 297,150 1,188,600
B Bordeaux B-1 |1-2 35 1020 | 35,700 350 357,000 12,495,000
C Cambridge [C-1 |2 24 1080 | 25,920 350 378,000 | 9,072,000
C-2 |2 12 1140 | 13,680 350 399,000 | 4,788,000
C3 |2 34 1146 38,964 350 401,100 13,637,400
D Devonshire | D-1 |2 10 1340 | 13,400 350 469,000 | 4,690,000
D-2 |2 17 1350 | 22,950 350 477,500 | 8,032,500
D-3 |2 16 1465 | 23,440 350 512,750 | 8,204,000
Totals 197 214,124 $74,943,400
Parking Spaces 40 15,000 600,000
Total Projected Revenue $75,543,000

Unit Mix Notes:

The current unit count of 197 will most likely be modified to accommodate the
city’s recent change in setbacks. Any modification will slightly increase the unit
count, but will not reduce the count or the 214,124 residential floor areas. As
such, the Estimated Revenue will only increase from $75,343,400.

These projections use an average price per unit square feet of $350.00. We will
open the pricing at $325 for the first 1/3 of the units, $350 for the second 1/3 and
sell the last 1/3 at $375.

Currently the most recent “Entrance Fee” Community to open and fill, Aberdeen
Heights, is priced at $415 P/S/F. By opening at $325, we will offer a significant
price value to the market.

Unit price adjustments can be made at any time throughout the marketing plan.
24




Chateau at Lake Saint Louls

Estimated Population, Monthly & Annual Fees

Unit Est. Total Est. Monthly 2" person | Total Monthly Total Annual
Population | Population | Fees Fees Fees Fees
A-1 1.0 5 1,800 600 9,000 108,000
A-2 1.0 23 1,800 600 41,400 496,800
A-3 1.0 17 1800 600 30,600 367,200
A-4 1.0 4 1800 600 7200 86,400
B 14 49 2300 600 88,900 1,066,800
C-1 1.6 38.4 2400 600 66,240 794,880
Cc-2 1.8 21.6 2500 600 35,760 429,120
C-3 1.8 61.2 2650 600 106,420 1,277,040
D-1 2.0 20 2800 600 34,000 408,000
D-2 2.0 34 2800 600 57,800 693,600
D-3 2.0 32 2950 600 56,800 681,600
TOTAL 305.2 $534,120 $6,409,440
Fees @ 95% Occupancy $507,414 $6,088,968
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Monthly / Annual Fee Schedule

The Chateau Association will be responsible for the operating costs of the
community. These initial projections were used to establish a baseline projection
for the operating budgets and the 10 year Cash Flow Projections.

Since the Chateau Association is a not-for-profit housing corporation, their goal is
to raise adequate revenue to cover the operating expenses. In the event a
surplus is generated, it is allotted to an FF&E Reserve Account.

Should a deficit occur the Board of Governors can 1) call for an assessment to
the residents or 2) pull it from the FF&E Reserve Account.

The initial monthly fee schedule will be structured based on both anticipated
operating requirements and with an eye on other communities’ monthly fee
schedule. Local rental communities will, in general, charge $900 to $1,500 more
per unit than the Chateau will need to reach an operating breakdown due to their
3" party debt service needs.

In the case of Aberdeen Heights, their average monthly fee is $3,01 P/S/F. The
starting average Chateau fee is $2.16 P/S/F. If we simply match Aberdeen’s
monthly fee pricing of $3.01, we would add $182,000 monthly and $2,184,064
annually to the operating revenue.

The monthly fee pricing decisions will be made in conjunction with the
development team and the operator prior to the opening of the marketing office.

26




10 Year Operating Study - Notes

The following Chart is the last page of a Third Party Operations study prepared
by Life Care Services. The full study included staffing projections both on
personnel and wages. The Personnel Staffing levels are consistent with their
other managed projects in the “upscale” category. Wages and salaries are based
on pay scales at the LCS-managed Friendship Village communities in St. Louis.

The 10 year projections include COLA increases of 3.5% in most categories.
Here are some key factors:

» The Beginning Total Cash line reflects the $1mm operating revenue in the
Sources & Uses Page.

» This cash balance will run a deficit for the initial fill up period.

A\

Operating breakeven should occur at approximately 59% occupancy.

» Capital Expenditures reflect estimated maintenance and building upgrades
each year. We would expect the Chateau Association to spend $300,000 to
$400,000 per year under the triple net lease.

> “Second Person” Revenue begins to decline in the 4" year as historically
incoming couples become single.

» The Revenue item — Mortgage Payments becomes fixed in the third year as
the Association loan reaches full occupancy. This will remain stable for the
balance of the 40 year mortgage.

» The Expense category — Rent increases each year.

» The difference between the fixed mortgage payments and escalating rent
payments is the basis for the LLC’s operating profit.

» The building deprecation is not in this pro forma as it is retained by the LLC.

» The Association Net Operating Income line begins to decrease in year 6.
This results primarily from the differential between the mortgage income and
rent expense. At some point in time, perhaps year 7, the LLC will set a fixed
rent amount on a reduced COLA increase (probably pegged to cover real
estate tax increases). This should be done to keep monthly fee schedule
competitive with other senior communities.

» Expenses - Management Fees are structured in the pro forma as a percent of
Gross Revenues. Our intent is to structure this as a fixed dollar amount
instead of a % of revenue.

The Operating Contract will be between the Chateau Association and the
Operator (LCS). The 99 year triple net lease is between the Chateau Association
and the building owner (LLC). The LLC will control the Chateau Board until 92%
of the units are occupied at which time all the development costs will be repaid.
The residents will then elect their own Board of Governors.

The entire study is available for your review.
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As Built Appraisal - Notes

The following page is the summary page of a 3" Party appraisal prepared by
Quaker State Investments as part of their due diligence review.

At that time, the projected apartment revenue was $62.5m. The re-evaluation of
the Revenue stream from resident share purchases is now projected at $75.5m.

As a result, the “as built value” of $86,075,280 should probably be increased as
well.

The entire report is available for your review.
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Chateau at Lake Saint Louis

Amenities area: $222.41 x 108,000 sq. fi. = $24,020,280.00

Living Units Area: $315,000.00 x 197 total units = $62,055,000.00
Total As Built Value: $24,020,280.00 + $62,055,000.00 = $86,075.280.00

Orderly Liquidation Quick Sale Discount: -25%
(-25%) x $86,075,280.00 = $64,556,460.00

Rounded Down Value: $64.500,000.00

Disclaimer: This report is not to be construed as an appraisal.

Jeffrey K. Little, Real Estate Manager and IT Manager, who joined Quaker State in 2006, camed an
Associate Degree in Real Estate from Bucks County Community College.  He has held a Real Fstate
License in the Commonwealth of Pennsylvania for over 20 vears.

Jeff was a Prudential Fox and Roach REO Specialist for various banks: valuation, managing and marketing
a portfolio o
and rehabbed and developed numerous residential and commercial properties.

left is Quaker State's in-house Site Inspector, and oversees all OSCF technolosy activities

ntial and commercial propertics. He has personally completed two subdivisions,
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Y 1SS OURT !
3 Major Highways
b - for Business Growth

" 1 Mationally Recognized
Community
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Welcome From the Mayor
and Board of Aldermen

O behalf af the Board a f Aldermen [wouwld [ike to
thank yau for considering Lake Saint Lows a5 a
potembial lnartion for youwr business. The ity of Lake
Saint Lowts staff and eleded afficials strive o create
am environment that is business frendly  We value
and apreciate the qualibies that o business @ bring
fo the oommumity.

Lake Saint Low's has experienced sigm ficant growth in
recent years, and a number of new businesses have
moved into the Gy, While it has always bean o great
place to bive, the (ity is now a great plare to do
business aswell. The Board and staff o= coymmitted
o wosking with new busine szes bo fielo ywau get star bad
imthe Gity. We try to make £he approval process as fair
and effioent as possible so there are no surrises in
the process. Imaddibion once you open your doors here,
staff is proadtive an trying to address any 5sues that
may anse with your business. e almays welmme your
input an haw we @n cantinue to improve and make the
City @ more welcoming place to do husiness.

The (ty of Lake Saint Louss & @mmitied to
mantoining a whrant busness community inowr Oy
and we will do ol we can to make sy your business i
a suaess. [ hope you mnsider Loke Saint Louts when
determining where to lacate pour husiness.

Sincersly,

Mayar Mike Potter on behall of the Lake Saint
Lowts Board of Aldermen

Home to over 700 businesses
3 major interstates & highways
Top 100 places to live

{2009 and 2011 by (NN/Money Magazine)

Lake Saint Lowts began as 3 planned community, centerad
around 3 &25 acre private lake, and offering a wealth of
residential amenities to 1is residents. Whike remalning

3 wonderfil place to 1ive, ower the years the Crty has ako
devedopad a thriving business community, with room o
grow well into the future.

MEADC
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ULTROR TR MR BT RGBT Our goal Is to be In the top 100 places
to have a business

-
&
. 7 k]
EEECREE NS
e & e |

o, e i

Ro3

~ Land, Lake, Location

The City Features a strong and dwerse business community. 3

The City s home to several corporate headguarters, inciuding rl\,l ?\
companies such as National Informatton Solutsons - o gt W
Cooperative (NISC), 3nd Medical Transportation M anagement w J .,.t..‘ g i
(MTM). In additson the City & home to 2 reglonal kospital, N,

55M 5t Joseph West 2 large Industrial park, and the Mational

Equestrian Center, an equestrian facitity bringing In wisthars . EF'T'""?
from around the Country. Finaly, there Is 2 wealkh of FL |

shopping In the City. The major shopping centers indsde the el

Meadows at Lake Saint Louts, anchored by the 5t Lows aneas | M

ol Von Maw department store, the Shoppes at Hawk Ridge, “x-‘,\\i | 3_-,- Poae.,
anchored by Super Wal Mart and Lowe's stores, and the W -";J' ""’-lu.-,.
Shompes ak Lake Saint Lowts, anchored by a Schnucks groceny [

shore. With ower 450 acres of commencially zoned Land £

howeser, Lake Saint Lowis 528 has 3 lof of reom o grow,
0ne of the malm reasons for the Cty's commerclal growth is
the City's locatlon in the fast growing St Charles Coumty.
Two majos intesstates go throwgh the Oity, 1-64-40, and 170
feaburing slgnitficant dally traffic counts_ In addstion, in
2014 Page Awenue mxtension will be compieted to Link with
Higireay M at the Intersection with I-64- 400 This
coridon Is atready a thriving commercial corridar
and the addition of this naw raad promisss to
make |t am Increasingly attractive place in
which to locate a business,

mhmmnmwmnfwm

== right ploce o grow yourbustness. Call
(636) £25-1200 or go to lokes ain o uis.com
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Business friendly with room for you to grow

F00 Cwic Center Drive
Lake S3int Louks, MO 63367
(636} 6251200
lakesaintlouis.com

Desplte an ever growing business commumity, the Ciey has plenty of
room bo grow 1ts commenclal comidor. I you are Looking to locate a
business, chances are the Clity can accommodate yow 'With available
sites ranging from large greenfield ocations to small existing
buildings. the Clew has a great location foryow

Recently mamed to CNN; Money Magazing's top 300 placss to lve for
the secomd consecuthes wear, the Oty of Lake Saint Louks & a great
place io Live. The Oy 2is0 prides fis=if on being a great place to do
business. Gome and sae all that this geat commu aity hos to affer?

Lake 539nt Learls Trada Area Damegraphis 2030
bk Aasfis  HMicEsdin  S-Mic Eadin

Fopulation 4587 HET ol
Tkl Popuistion Age 25+ EFEE . 1217
Tkl Housmahoirk: L&a? A 7RI

Fopulation ety (persguan mis)  L4EDL] LIEEE ETLE

Matitan Aga &1 EE 83

Tkl Housstng Uits i D E1382
Dvames Derupled Unfts EE B 5%
Average Housshold Tnooma FLE5ED SEEN §BEITS
Marttan Howshold Income FOOES §P0ETL 571346
FarCapita Income T 531518 53133
Total Avaraga Housahoid Bependiturn 1232 55430 SELED
Ammctates Degms (121 B Y

Eachaiors Dagrad =1 B 0%
Graducta Degras 200 L= Wik

Soror ApSesmogpircbbfo e Al e G

Majar Armual Expendiiures ia Laks S3aint Lowts Trade Area 200
1Mie Endin 3 Mike Regies Mike Rudinn

Food and Baverages JE0EIE  JRERE W= A
Food Away From Homa BEES FA004.28 A0S
Encartainmant B0 HEE HEEE
HaathCaro TLEIS 3 i Lxkink. 3
Haw iahicla Purthass WEIES FIRLEEE HaER
Uiseed et Fuschass BRI B T202LTE
Azl A BRES xR
B REHEAE s es EL

HotEawares and STl A ppltancas FLELs pRERER FLamIE
Ferraational Equipmant and Supplls  FLME86 s FLAZ009
Howschold Supsties: JLEE0L pple i g Lo
Soror ApSesmogpircbbfon be cdlew e Gorn

Laka Saint Lauts Trade Assa Business Semmary Majer Industry: Emplny 265
1BElciadin  3Mlcladin 5k Haha

Agrioukura Faresiny Fishiag 1 535 L2351
onstnuction 0E 17zE IWE
Finance. Insurance, Real Estats ns ZE3] BT
Manutfacturing 1 4T B255
Fublic Admrinisiration a5 511 ek, b ]
Ratil Trads 517 [:rl] 22502
Sarvioas 55 1060 257
Transporation, [ommuaication =17 LIE 3an
Whalasic Trade Iz 790 2196

Srvar ApeSEpogr Sraioa D S ARERE D G
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