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The information contained in this overview and the initial plan is considered
confidential and is solely for the use of educating prospective investors to
determine their level of interest in Apartment Investing.

While the information contained in this overview, plan, and model has been
compiled from various sources, we believe it to be reliable based on the data
used but neither Ascending Avenue Investments, Divya Smith, or its
representatives make any representation or warranties as to the accuracy or
completeness herein.

All financial information and projections are provided for reference only and are
based on assumptions relating to the general economy, market conditions, and
other factors beyond our control. All prospective investors are encouraged to
conduct their own independent due diligence investigation, review, financial
projections, and consult with their legal, tax, and other professional advisors
before making any investment decisions.

All potential investors are to be sophisticated and or accredited and have a prior
substantive relationship with Ascending Avenue, or its representatives.

Under no circumstances should any material at this site be used or considered as
an offer to sell or a solicitation of any offer to buy an interest in any investment.
Any such offer or solicitation will be made only by means of the Confidential
Private Offering Memorandum relating to the particular investment.

Access to information about the investments are limited to investors who either
qualify as accredited investors within the meaning of the Securities Act of 19383,
as amended, or those investors who generally are sophisticated in financial
matters, such that they are capable of evaluating the merits and risks of
prospective investments. You should always consult certified professionals
before making decisions regarding your individual financial situation. Divya Smith
is not a financial professional, and Ascending Avenue Investments is not a
brokerage, dealer, or SEC-registered investment advisory firm.
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WHY INVESTORS
ARE DIVERSIFYING
INTO MULTIFAMILY

Recession-Resistant

Reduce the stress of
the stock market
n rollercoaster.
— We strategically source

% multifamily properties

that are designed to

= 4 performwellinall
market cycles.

Apartments are recession-resistant
because people always need
somewhere to live. If they lose their
home or decide to downsize due to
economic stresses, they're typically
moving into Apartments.

Rewarding Returns B““_n & PH“TEGT
Multifamily offers

rewarding returns so vnun WEAI-TH

you can grow your

wealth, without
exposing yourself to THROUGH APARTMENT INVESTING
unnecessary volatility

most investors
experience with

Too many people are anxious about their retirement.

trad|t|onal investments and stock Through exclusive and specialized
market risk. We source investment investments like apartments, we help you
opportunities with projected returns protect and grow your wealth so you can retire

at 90 to 100% over 5 to 6 years, and
annual cash-on-cash returns of 9 to
12% per year.

with confidence.

You don't have to worry about your life
Tax Benefits savings riding the stock market rollercoaster. 2

over time so you can

reclaim your time & freedom.

. through accelerated _
depreciation and cost- for underperforming mutual
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segregation, possible funds or investments that barely beat inflation.
1031 exchanges into ) ]
new projects, and tax- Build more life balance and

= free returns of your satisfaction without worrying about another market

initial investment. crash.
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IMPORTANT INVESTING TERMS &
DEFINITIONS

ﬂ-l SYNDICATION - A syndication is a group of investors who pool their money together to jointly
purchase large real estate properties - i.e. apartments.

ACTIVE INVESTOR - Also known as “General Partner” or “GP." This is us.

The General Partnership team is responsible for sourcing the deal, negotiating, underwriting,
raising capital, securing property management/staff, and ultimately executing the business

02 plan so projected returns can be achieved. This teamis basically in charge of the deal from
start to finish.

éctilve investors (also known as General Partners) typically own 30% of the equity splitin a
ea

PASSIVE INVESTOR - also known as “Limited Partner” or “LP." This is you.

If you want to enjoy the rewarding returns and tax benefits of investing in real estate, but you
don’t want to ever deal with tenants or property management, you invest passively.

03 Your investment, along with other passive investors, provides a portion of the equity to
acquire and operate the property. In return, you'd receive portions of the cash flow and
proceeds from a refinance and/or sale.

(Fj’aslsive investors (also known as Limited Partners) typically own 70% of the equity splitina
eal.

ACCREDITED INVESTOR - You qualify as an accredited investor if your individual income has
been $200,000 or more for the past two years, and you have a reasonable expectation of
reaching the same income level this year.

04 OR your joint income with your spouse has been $300,000 or more for the past two years,
and you have a reasonable expectation of reaching the same income level this year.

OR your individual net worth (or joint net worth with your spouse) exceeds $1,000,000,
excluding your primary residence

SOPHISTICATED INVESTOR - You qualify as a sophisticated investor if you have sufficient
05 knowledge and experience in financial and business matters to make you capable of
evaluating the merits and risks of the prospective investment.

Who can invest in a syndication?

Most real estate syndications will come in one of two designations, 506(b) or 506(c), as
06 defined by the Securities and Exchange Commission, (SEC).

506(b) entities are not allowed to solicit the investment, but in addition to having accredited
investors, it can have up to 35 non-accredited (sophisticated) investors. 506(c) entities can 3
advertise and market their deals, but all investors must be verified, accredited investors.

PPM (PRIVATE PLACEMENT MEMORANDUM) - The PPM (also referred to as "subscription
docs") is the official legal document you would evaluate and sign prior to committing any
capital into a deal.

07 This document can be more than 100 pages in length as it outlines every detail of the deal,
the organizational chart and sponsors bios, the deal structure, and business plan, operating
agreement, any known disclosures or risks, fees, and expected proforma returns.
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Approved investors can access and e-sign these documents through our private investor
portal.
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CHECKLIST TO
PROPERLY VET
A MULTIFAMILY
DEAL
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Whether you're a brand new to
multifamily, or a seasoned
investor, these questions will help
you gain the knowledge you need
to feel confident about your
investing decisions.

1

What is the term of the project?

Most multifamily opportunities are a5 to 6-
year hold to fully execute the business plan
and achieve projected returns. It's important to
understand how investor returns flow year by
year, and when you can expect to receive a
complete return of capital.

Is there a preferred return?

A preferred return means you (Limited Partner)
get paid a certain percentage return each year
before the General Partner (us) receives any
share of profits. Acommon preferred returnis
6% to 8%.

8 MUST-ASK QUESTIONS

What is the equity split
between Limited Partners
and General Partners?

Most of our investment
opportunities are split 80/20. This
means 80% of the equity is owned
by the Limited Partners (you), and
20% is owned by the General
Partnership (us).

As a limited partner, you get to enjoy
the cash flow and appreciation
without ever having to deal with the
headaches of property management.

Are the proj’ected returns 6
net of fees?

It's common to see an acquisition
fee of 2% to 4% of the purchase
price, an asset management fee of
2% of the property's gross revenue,
and a refinance fee or disposition
feeranging 1% to 3% each. The
projected investor returns should be
net of all fees.
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What types of contingencies and When can | expect the first
5 assumptions were made in the 6 distribution?

underwriting to enhance the . _ o
probability of this investment's Properties with a heavier renovation lift
with lower occupancy can take up to 18

2 i L

performance : months to stabilize and make their first

Conservative underwriting is crucial to investor distribution.

Elnsurlng an mvestmeTt is set up for success. The property could achieve stabilization
e Els e el |piEs = (90% occupancy) by months 12-14, but

Contingencies - Additional cash reserves are most lenders require occupancy at 90%

set aside to pay for unforeseen expenses. A or more for at least 90 days before the

healthy contingency fund would be 8 to 10% of General Partnership can make a

the capital raise. distribution.

Working capital - 8.33% of annual gross Properties already stabilized with 90%+

revenues to fund the operating account occupancy at acquisition can typically

make the first distributionin 4 to 9

Rent Increases - While the rents could be 10% months.

below market rents, it's difficult to make the ) S

full 10% jump versus gradual increases over After the first distribution, investors can 7

time. Leases need to expire to be able to bump expect quarterly distributions after that.

rent, and renovations need to be completed,
which typically takes ~18 months. Make sure
the underwriting is not front-loaded with full

It's essential to ask the lead sponsor if
the capital raise includes the first

: > Vear 1 distribution. If it does, this is a red flag. =
s IerEsiss I Vel dL Including the first distribution in the e
Real Estate Taxes & Insurance - Assume capital raise dilutes investor equity and is 2
80% of the purchase price for the tax valuation not an accurate indication of the property ‘Z&
and assume the insurance cost will go up as is performing according to the Hb

much as 25% to 30%. underwriting.
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7

What was the cap rate at purchase and assumed cap rate at the refinance and
sale? (Are you using a cap rate escalator?)

A Cap Rate is a way to benchmark a property's performance. It measures the return of a property if you
paid for it in cash. Cap rates fluctuate based on the market's supply & demand.

The formula to calculate a Cap Rate is to take the NOI (net operating income) and divide it by the

property's sales price.

Remember this - the higher the cap rate, the less expensive the property costs relative to its cash flow.
The lower the cap rate is, the more expensive a property costs relative to its cash flow.

For example, a property in California that generates $500K per year in net operating income (NOI) at a
3% cap rate would cost $16.6M.

A property in a smaller Texas market with the same NOI of
$500K per year would only cost $10M at a 5% cap rate.

These properties have the same NOI, but investor returns
can be much higher because the property in Texas with
the higher cap rate (5%) costs substantially less.

Here's where the cap rate escalator comes into play:

We typically underwrite our deals using a cap rate
escalator of .10% per year.

This would mean that if we purchased the property at a
5.0% cap rate, we're assuming that by Year 3, when we
refinance it, the cap rate would have increased to 5.3%.

By Year 3, we've likely increased the NOI by 20% to $600K
per year. If we assumed cap rates have not changed, at a
5% cap rate, the property would be valued at $12M.

Instead, our conservative approach assumes a 5.3% cap
rate, valuing the property at $11.3M at the Year 3
refinance.

Bottom Line: Steer clear of investments that assume cap
rates will remain the same or compress as this is
aggressive underwriting.

Cap rates dramatically impact investor returns. We prefer
to remain conservative with plenty of hedges in place to
be able to achieve or exceed our projected investor
returns.

8 What is the lead sponsor's level of
experience in Multifamily?

A solid lead sponsor should have a track record of
acquiring and managing multiple deals, ideally in the
same market where you're evaluating an
investment. Be sure to ask about their performance
track record compared to their projected returns
and how they handled any unforeseen deviations
from the business plan.

Investor communication is critical - make sure you
understand how often you'll hear from the lead
sponsor(s) and what reports you'll receive.
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INVESTOR RETURN MODEL

Below is an example of the investor return model for a multifamily investing opportunity. A model just
like the one below is provided for investors to review when they're evaluating a deal.

You'll typically see 3 primary ways of evaluating projected investor returns - the Total Return over
the full term of the project, the average annual "cash-on-cash" (COC) return, and the Internal Rate of
Return (IRR).

Notice there are 2 key capital events where a larger amount of capital is returned to the investor -
the Year 3refinance, and the Year 5 sale. Some properties will refinance again at Year 6 and hold the
property instead of selling - it always depends on the current market conditions.

IRR- 16.0%

Equity Multiple - 2.02 X
Avg Cash Flow- 5.1% Return Model Based on $100K Investment

Annualized Returns- 20.3%

LP - Equity Member Investment Total Year2 | Year3 | Year4
Return -Sale -

Cash Flow % 3.6% 4.0% . 5.6% 6.6%

Cash Flow™ $100.000 $25411 $3575 | $3980 @ $5.658 & $5.645 = $6553

Return on sale $0 $176.221 $0 $0 $0 $0 $176.221

TOTALRETURN $201.623 $3575  $3980  $5.668 $5.645 EIRYNFL

NOTE 1: Investors will receive an 8% Preferred Return, then a 80/20 LP/GP Split

NOTE 2: All Numbers are Net Returns - Net of Debt Service, 2% Acquisition Fee, 2% Asset
Management Fee, and 30% GP Split

Most deals that we source will fall within the 90% - 100% total return range, with cash-on-cash
returns of 4% to 7% per year. These rewarding returns are how investors have the opportunity
to double their wealth over time while mitigating their risk through recession-resistant assets
like apartment complexes.

~ ASCENDING AVENUE

We generally accept both accredited and non-accredited investors. Investors are able to invest as an
individual, joint-registration (with a spouse), through an LLC, Trust, and/or Self-Directed 401Ks and
IRAs.
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It's Free to Join & Ensures You Never Miss an Investment Opportunity

Divya is a technology executive who turned to
real estate investing for broader impact and
purpose. Her goal is to help busy professionals
build a passive income stream through real estate
that allows them to achieve financial freedom and
focus on what matters to them most.

Since starting Ascending Avenue Investments,
Divya and her investors have invested in multiple
deals in Arizona and Texas, resulting in a portfolio
size of 1293 units with a total of $174M Assets
under Management.

Divya has an extensive corporate background and
has worked in multiple Fortune 100 companies in
executive leadership roles. She brings the same
rigor, strategic mindset, and execution abilities
that helped her succeed in the corporate world
into real estate. She currently resides in Dallas,
Texas, with her husbhand, Aaron, and their two
boys, aged 12 and 10.

Connect with Divya
* LinkedIn: Divya Smith

= Facebook: Divya Smith
= Instagram: @investwithdivya



https://www.linkedin.com/in/divyasmith/
https://www.facebook.com/divya.smith
https://www.instagram.com/investwithdivya/
https://ascendingavenue.com/subscribe/

