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Case Summary

Trail Distribution Center

« Seller: Lonestar Bank

+ Potential Buyer: Holt Lunsford

+ Location: Dallas, TX (west side)

- Project Specs:

+ 5 years old

+ 120,000 sq. ft., industrial warehouse
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Types of Entity to Use

« Members have limited liability

« An LLC structure allows for limited and general partners
within the partnership agreement, some who can be
passive investors

« An LLC files a tax return as a reporting function only (all
income, gains, are reported on individuals' tax returns)

- It is a "pass-through" entity - it is not taxed twice, rather
just at the partners' level.

+ An LLC files an informational tax return the title of the
property is held on the name of partnership each partner
owns an interest in the partnership

« Its management structure can be one of two: a member-
managed, or a manager-managed, thus providing
flexibility for the partners



Caseism.com

Lunsford Experience &

d his friends

Skill Set



Caseism.com

Underwriting Assumptions

Original Scenario

Revised Scenario

Probable Scenario

Base Rent $3.90 $3.90 53.23
Vacancy 0% 5% 8% 1
Terminal Cap Rate 9.00% 9.00% 9.00%

Lease Renewal Y Y N
Structural Reserve S0 $15,000 $15,000
Tenant Improvements S0 SO $120,000
Leasing Commissions SO S0 $276,755
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Underwriting Issues

- 70% financial leverage carried
potential downturn risk

« Lunsford puts both his and his
friends' equity at risk

+ Annual market rent levels were

lower than the $3.9 psf used, and

$3.25 was a more realistic number

for assessment

= Revised NOI substantially lower

due to the change in rental rate
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managed, or a manager-managed, thus providing
flexibility for the partners
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Recommendation =~

1) More Due Diligence
Tenant Analysis/Competitor Analysis
- More research on Market Rents and Sales Comparables
2) Develop Business Plan with defined Exit Strategy
- Renew Leases
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