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SEMINAR. 

REAL ESTATE 

ANALYSIS



Proposed Outline 
Real Estate Training Seminar 

CHEMICAL NATIONAL BANK 
November 30-December 2, 1978 

Thursday, November 30, 1978 (Graaskamp) 

9:00-10:30 Basic Definitions and Concepts , 

A. Real Estate, Real Estate Enterprise, Real Estate Process, 

and Land Defined 
B. Enterprise Concept and Cash Solvency Test 

C. Risk and Enterprise Management Defined . 
D. Strategic concepts of a.mortgage | 

E. Strategic Elements of Equity Investment 

10:30-10:45 Coffee Break 
0 ; 

10:45-12:00 Elements of Feasibility Analysis 

A. Real Estate Management as an Art 
B. Real Estate Enterprise as an Industrial System 
C. Feasibility Defined . 
D. Feasibility Report Formats 

E. Feasibility as a Pre-Architectural Program 
F. Feasibility and Appraisal Compared 

Lunch 

1:00-2:00 Systematic Analysis of Site and Structure to Define Alternative 

Uses 

A. Physical Attributes 
B. Legal-Political Attributes 
C. Linkage Attributes 

D. Dynamic Attributes 
E. Environmental Attributes 

F. Financial Limits on Alternative Uses 
G. Most probable use sinartios 

2:00-3:00 Market Analysis and Absorption Rates 

A. Market Data Models 
B. Definition of Market Opportunity Groups 

3:00-3:15 Coke Break 

3:15-4:30 Merchandise Planning and the Capture Rate 

A. Identification of Sales Unit | 
B. Naming and Profiling Prospect Group 

C. Survey Research to Profiel Competitive Standard 

D. Survey Research of Consumer to Identify Competitive Edge 
E. Survey Research of Political Constituency 

F. Pre-Architectural Merchandise Plan



4:30-5:00 Basic Financial Planning With Ratios 

| A. Rent Required by Specified Capital Budget 

B. Capital Budget Justified by Market Rents 

C. Sensitivity Ratios 

D. Elements of Total Financial Planning 

Friday, December 1 (Graaskamp & Robbins) 

9:00-9:30 Introduction to Neighborhood Shopping Center Case 

9: 30-10: 30 Introduction to Computer Terminal With BFCF* 

10:30-10:45 Coffee Break 

10:45-12:00 Preliminary Sensitivity Analysis With BFCF and DAP 

Lunch 

1:00-3:00 Structuring Loans on After Tax Cash Flows Using IMV 

3:00-3:15 Coke Break 

3:15-5:00 Introduction to MR. CAP 

Saturday, December 2, 1978 

9:00-10:15 MR. CAP Continued 

10:15-10:30 Coffee Break 

10: 30-1:00 Selected Case Applications of MR. CAP



CONTEMPORARY REAL ESTATE ANALYSIS 
Training Seminar ~- Chemical National Bank 

November 30-December 2, 1978 

instructors: James A. Graaskamp 

Michael L. Robbins 

FIRST MORNING 

9:00 A.M.-10:30 A.M. 

1. Basic Concepts and Definitions 

A. Real estate is a tangible product - defined as artificially 
delineated space with a fourth dimension of time referenced tq a 
fixed point on the face of the earth. 

1. Real estate is a space-time unfit, room per night, apartment per 

month, square foot per year, tennis court hours, or a condominium 

for two weeks in January at a ski slope. 

2. To the space~time abstraction can be added special attributes . 

to house some form of activity. 

3. {tmprovements from survey market to city layouts to structures 

define space. . 
4, Legal contracts and precedents define time. 
5. Rights of use are defined by public values, court opinions. 
6. Private rights to use are those which remain after the public 

has exercised its rights to control, to tax, or to condemn. 

B. A real estate project is cash cycle business enterprise which combines 
a space-time product with certain types of management services to 
meet the needs of a specific user. It is the process of converting 

Space-time needs to money-time dimensions in a cash economy. 

I. A real estate business is any business which provides expertise 
necessary to relate space-time need to money-time requirements 

and includes architects, brokers, city planners, mortgage bankers, 
and all other specia! skills. 

2. The true profit centers in real estate are in the delivery of 
services and cash capital. Money is an energy transfer system. 

3. Equity ownership is the degree to which one enterprise controls 
or diverts cash from another real estate enterprise. 

k. Public has direct ownership to the degree real estate taxes 
take a percentage of tenant income in excess of service cost. 

5. Consumer must view space as a total consumption system involving 

direct cost, surface cost, transportation cost and negative in- 

come of risk. 
6. The best real estate project is the one which has the lowest net 

present value of cost as the sum of cost to the consumer prod- 
uction sector and public sector.
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C. The real estate process jis the dynamic interaction of three groups, 
Space users (consumers), space producers, and the various public 
agencies (infrastructures) which provide services and capital to sup- 

port the consumer needs. (See Exhibit 1) 

t. Each of these three decision groups represent an enterprise, 
an organized undertaking. All are cash cycle enterprises 
constrained by a need for cash solvency, both short and long 

term. 
2. A destrable real estate solution occurs when the process permits 

maximum satisfaction to the consumer at a price that he can afford 
, within the environmental limits of land while permitting the 

consumer, producer, and the government cash cycle to achieve 

solvency ~ cash break even at a minimum, after full payment for 
services rendered. 

3. Solvency of the total process, not value, is the critical issue. 

4. Land is an environmental constraint and not a profit center. 
5. Land provides access to a real estate business opportunity and 

is not the opportunity itself. Real estate business wants to 
control land to create a captive market for services. 

D. Land is the point where demand and supply forces find cash solvency. 
Location is a manufactured attribute. Site attributes are exploited 

to reduce outlays and to Increase receipts and include: 

I. Physical attributes 
2. Legal-political attributes 
3. Linkage attributes 

4k. Dynamic attributes 
mn, S. Environmental attributes 

“ w, Recognition of the fact that profit maximization must be limited by 

concerns for physical environment and community priorities for land 
use has resulted tn redefinition of the most basic concept in appraisal; 

T.e. highest and best use, in the authorized terminology handbook spon- 
sored by the American Institute of Real Estate Appraisers and the 
Society of Real Estate Appraisers. Compare the 1971 definition with 
that for 1975: 

Highest and best use concept- 
"A valuation concept that can be applied to either the land or 
improvements. It normally is used to mean that use of a parcel 
of land (without regard to any improvements upon it) that will 

maximize the owner's wealth by being the most profitable use of 

the land. The concept of highest and best use can also be applied 
to a property which has some improvements upon it that have a 
remaining economic life. tn this context, highest and best use 
can refer to that use of the existing improvements which is most 
profitable to the owner. !t is possible to have two different 
highest and best uses for the same property: one for the land 
ignoring the improvements; and another that recognizes the presence 

of the improvements.: 
p. 57, Real Estate Appraisal Principles and Terminology, Second 

Edition, Society of Real Estate Appraisers 1971.
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"Highest and Best Use: That reasonable and probable use that will 
support the highest present value, as defined, as of the effective 
date of the appraisal. Alternatively, that use, from among reason- 
ably probable and legal alternative uses, found to be physically 
possible, appropriately supported, financially feasible, and which 

results in highest land value. The definition immediately above 
applies specifically to the highest and best use of land. It is 

to be recognized that in cases where a site has existing improve- 
ments on it, the highest and best use may very well be determined 
to be different from the existing use. The existing use will con- 
tinue, however, unless and until land value in its highest and 
best use exceeds the total value of the property in its existing 
use. Implied within these definitions is recognition of the con- 

tribution of that specific use to community environment or to 

community development goals in addition to wealth maximization of 

individual property owners. Also implied is that the determination 

of highest and best use results from the appraisers judgement and 
analytical skill, fi.e., that the determined from analysis represents 
an opinion, not a fact to be found. ‘!n appraisal practice, the con- 
cept of highest and best use represents the premise upon which value 
is based. In the context of most probable selling price (market 
value) another appropriate term to reflect highest and best use 
would be most probable use. In the context of investment value an 
alternative term would be most profitable use.!! 
Real Estate Appraisal Terminology, Edited by Byrl 11. Boyce, 
Ph.D. SRPA, Ballinger Publishing Co., Cambridge, Mass. i975 

F. The purchase of a piece of real estate today involves the acceptance 
of a great many assumptions about the future. Those who take care 
to validate these assumptions in a period of transition as to pub- 

lic land use control tend to have the most successful investment. 

| 1. Business decisfons today make explicit recognition of their 
assumptions and the need to act under conditions of uncertainty. 

2. Business risk is the difference between assumptions about the 
future and realizations, the proforma budget and the end of 
the year income statement. 

3. Risk management is the control of variance between key assum- 
ptions and realizations. 

4, An appraisal is a set of assumptions about the future prod- 
uctivity of a property under conditions of uncertainty. 

_ G. The concept of highest and best use of land was a commodity concept 

which did not consider externalities adequately. It is being replace 
be concepts of most fitting use and the concept of most probable use. 

1. The most fitting use is that use which is the optimal reconcil- 

jation of effective consumer demand, the cost of production, 

and the fiscal and environmental impact on third parties. 

2. Reconciliation involves financial impact analysis on 'who 
pays'' and 'who benefits!’ - thus the rash of debate on how to 
do impact studies.
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3. The most probable use will be something less than the most fitting 
use depending on topical constraints imposed by current political 
factors, the state of real estate technology, and short term sol- 
vency pressures on consumer, producer, or public agency. 

4. Most probable use means that an appraisal is first a feasibility 
study of alternative uses for a site in search of a user, an 
investor, and in need of public consent. 

~ H. In seeking the most fitting and most probable use, the inner city 
“ planner and private property appraiser must Interact to determine how 

community objectives and consumer - production sector solvency can be 
_ achieved simultaneously. 

1. A real estate decision has only two basic forms. Efther a site 
is in search of a use and consumer with the ability to pay, or a 
consumer, need or use with a defined ability to pay is seeking 
some combination of space-time attributes he can afford. 

2. The individual consumer with needs and a budget is the drive wheel. 
3. The pubfic sector represents the community owned consumer service 

delivery system, seeking to minimize marginal cost to the consumer 
and average cost to the community at large. 

4. The production sector responds to a derivative demand for engineering 

and management expertise. ‘ 

[. Crittquing the form and adequacy of a real estate solution is analogous 

to the artistic concept of judging the success of an art object by re- 
lating form of the solution to the context to which it was created. . 

1. Context includes those elements which are fixed, given, or objec- 

tives and to which any solution must adapt. 
2. Form giving elements are those variables within the artists control, 

i.e. options or alternatives at a particular time. 

3. A solution is judged for its correctness or success in terms of 
the degree of fit of the form proposed to the context. 

4, Feasibility analysis is concerned with the degree of fit or the 
extent of misfit between a proposed course of action and the 
context within which it must operate or fit. 

5. Success therefore depends on how appropriately the problem ifs 
defined; testing feasibility depends primarily upon accurate and 
comprehensive definition of the context. 

J. An enterprise is any organized undertaking, and a real estate problem 
or project always begins from the viewpoint of some enterprise relative 
to [ts environment. 

1, The systems engineer sees the eventual form of an enterprise, fn 

terms of both tts configuration and behavior, as representing a 
negotiated consensus between two general sources of power--the 

power of the environment to dictate form and behavior of the organi- 

zation on one hand and the power of the organization to decide for 
itself what its characteristics and behavior wil] be on the other. 

2. The system engineer uses "power of the environment'!' as a dynamic 
alternative to the static implications of context and adds dynamic 

element of behavior to the elective responses of the form giver.
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I!. Financial Management and Risk Management 

Investment is a real estate enterprise as mortgage lender or equity investor 
is simply buying a set of financial assumptions about the interaction of 
the project to its context, of the firm to its environment. Real estate 

analysis is to control the variance between expectations and realizations, 
between proforma prospects and historical balance sheets and profit and 

loss statements. 

A. Analysis is risk management, control of variance. 
B. There are essentially two types of risk exposures: 

1. Static risks (uncontrollable, or external events) are those 
which can only cause a loss due to surprise upset of a plan. 

2. Dynamic risks (partially controllable internal events) can 
produce profit or loss and are best controlled by the finesse 
of management execution of a plan. 

C. Risk evaluation or comparison grows out of the function of risk 
management for an enterprise. 

1. Risk management has two objectives: 

a. First priority - conservation of existing enterprise 
assets despite surprise events. 

b. Second priority - realization of budgeted expectations 
despite surprise events. 

2. The process of risk management involves systematic and continuous: 

a. Identification of significant exposures to loss 
b. Estimation of potential loss frequency and severity 
c. Identification of alternative methods to avoid loss 
d. Selection of a risk management method 
e. Monitoring execution of risk management plan 

3. The risk management process is both a philosophy of inquiry or 

analysis and a checklist of management concern, which jis attempt- 

ing to answer systematically ''WHAT IF...?'' questions, to antici- 
pate surprise and to provide for a response or adjustment in 

advance of the contingency. 

D. Identification of significant exposures to loss can begin by using 

Standard business documents as reminders, such as: 

I. Review of balance sheet accounts 
2. Review of profit and loss statement accounts 
3. Review of business organization or function chart 

4. Review of elements of financial feasibility analysis 

E. Significant has to do with potential loss frequency, loss severity, 
and degree of uncertainty. 

1}. Very frequent and minor become expense accounts 

2. Less frequent but predicatable and major become reserves or 

budget allowances.
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3. Infrequent, uncertain but very severe become issues of risk 

management. 

4. A 50/50 probability is the most uncertain outcome. 

F. The alternative methods of avoiding loss which everyone sub- 

consciously uses include: 

1. Eliminate risk exposure 
2. Reduce frequency or severity of loss (diversification or 

mortgage loan closing process) 
3. Combine risks to increase predictability (reserves for expense) 
4. Shift risk by contract (subcontracts or escalator clauses) 
5. Shift risk by combination (diversification) by contract (insurance) 
6. Limit maximum loss (corporate shell or limited partnership) 
7. Hedging (sale and leaseback, options, contingent sales) 

G. Risk management concepts leads to understanding of the true essence 

of a mortgage contract and an equity commitment 

1. A mortgage is a classic straddle tn two markets for the borrower; 

it is a call on a space-time commodity in a rising market and 

a put to the lender in a falling market. [It is also a straddle 
in the money market. The mortgage contract is a risk management 

agreement to provide coverage of static risks and an imperfect 
straddle on the dynamic risks. Protection for the lender is 
revenue to the borrower, negative incentives, and salvage. 

2. Equity ownership is the degree to which you can divert cash flow 
and maintain control within an acceptable level of risk avoidance. 

lll]. Feasibility Analysis 

A. The concept of feasibility is elusive and much abused. Combining the 

systems concept of enterprise under conditions of uncertainty and the 
physical design concept of fit leads to the following definition: 

'A real estate project ts 'feasible' when the real estate analyst 
determines that there is a reasonable likelihood of satisfying 
explicit objectives when a selected course of action is tested 

for fit to a context of specific constraints and limited resources. 

B. The problem of defining objectives and measuring success depends almost 
entirely on correctly defining the problem and values of the client. 

The majority of enterprises are not solely interested in rate of return 

on investment or lowest cost. 

Most decisions must fit a combination of success ''measures'' with each 
decision maker weighting the overall! importance of each item differently. 
Examples of such measures would be: 

1. A check list of physical attributes 

2. A check list of critical linkage attributes 
3. A check list of dynamic behavioral attributes
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4. A check list of attributes or services (given weighted point 

scores) 
S. Financial ratios measuring risk, such as cash break-even, rate 

of capital recapture, loan ratios or sensitivity to specified 
contingencies 

6. Probability distributions of alternative outcomes and standard 
error of the estimate 

7. Pshychological gratifications 
8. Specified legal attributes 
9. Measures of impact on environment 

C. The definition also implies uncertainty - a reasonable likelihood 
of succeeding. That statement is deliberately short of a statistical 
probability statement. However, analystical judgments can produce 
some verbal probability statements (that horse is a nag while the 
black stallion Is an odds on favorite) so that the measures of success 

should. tend themselves to explicit recognition of the degree of 
uncertainty with which success might be achieved. 

D. The general theory of the management process for any enterprise can 
be converted to real estate semantics for feasibility: 

Values, objectives, policy Strategic format 

Search for opportunity alternatives Market trend analysis 

Selection of an opportunity Merchandising target with 

monopoly character 
Program to capture opportunity Legal-political constraints 

Ethical-aesthetic constraints 
Physical-technical constraints 

Financial constraints 

Construction of program Project development 
Operation of program Property management 

Monitoring and feedback Real estate research 

E. The analyst must also identify and measure or define the limited 

resources of the client in terms of personnel, expertise, available 

cash resources, and the time line of expectations and commitment 
Since time available to achieve the solution jis often a critical 

resource and constraint relative to alternative choices. 

F. These basic elements and definitions then lead to a correct title for 
the report required. Most feasibility reports go wrong on the title 
page because the analyst did not clearly understand to which elements 
of context and form his report was to be addressed. Seidom does the 
analyst do a complete feasibility study as a single report on his own. 
Components may be provided by others and the sequence of sets may 
differ in each case depending on how the consultant understands the 
client. Therefore, a report should be entitled as one of the following: 

1. Strategy study: selection of objectives, tactics, and decision 
criteria. 

2. Market analysis: economic base studies or other related aggregate 

data review. 

3. Merchandising studies: consumer surveys, competitive property 

analysis, marketability evaluation, etc. 

4, Legal studies: opinion on potential legal constraints, model con- 

tracts or forms of organization, and political briefs.
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5. Compatability studies of project to community planning, conser- 
vation standards, or other public policies. 

6. Engineering, land planning, and architectural studies. 
7- Financial studies: economic modeling, capital budgets, present value 

and discounted cash flow forecasts, rate of return analysis, 
financial packages. 

iy. What is the Problem as Perceived by the Client? 

. The original problem as perceived by the client is seldom the 

real issue of feasibility analysis that will need to be examined by 

the analyst. | 

A. The appraiser Is conditioned to having the client specify 

the function of the appraisal, such as for fire insurance or 

eminent domain and then having the client's attorney or the 

court jurisdiction define the definition of fair market value, 

the question which the appraiser then begins to answer. 

8. However, the client may ask for an appraisal when he needs 

a feasibility study. He may ask what he should pay for a 

olece of property before he has determined that his strategic 

needs are best met by purchase rather than by leasing by 

avoiding ownership of additional space altogether (by sub- 

contracting certain functions of others by the way in which 

he purchases services and supplies). 

1. Since everyone is an expert on real estate the client 

will probably presume that a certain procedure will be 

- followed. 
2. The architect will presume that the real estate expert 

will show the financial implications of a final design, 

when in fact the real estate expert should first assist | 
in the pre architectural program of design objectives. 

3. Almost every client will overlook some of tne basic 

issues because of the natural bias of his position. 

4k. The consultant must begin by attempting to discover 
what is taken for granted and that search will continue 

to condition his relationship ith his client. 

C. When the client first contacts the consultant the question 

provided by the client will conceal some implicit client 

preferences and assumptions. The consultant will need to 
interview his client by asking him explicitly about: 

1, His concept as to the “essence'’ of his business 

. 2. His preferred method of meeting entrepreneurial risk 

3. His preferred method of personnel compensation 

| 4. His style of value decision trade-offs between 
qualitative and quantitative issues. 

S. His perception of his risk position and his risk 

utility ‘'curve.' 
6. His personal non-business objective. 
7. His reasons for being involved with real estate (a 

simple question revealing in most cases tremendous 

naivete and lack of indepth preparation by the client). 

D. The client ts often skeptical of the ability of the consultant 

to contribute anything new since he may regard the consultant 

as one ‘who tells him the time by reading the client's own watch."
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1. Moreover, he may be using the consultant to double 
check another source of information and therefore 
expects a consultant to begin from scratch as a way 

of confirming the original source. 
2. Nevertheless, the feasibility analyst must eventually 

extract from the client, preferably in writing, an 

agreement as to what the stated objectives of the study 

: are and the input which will be provided by others 
than the analyst. 7 

3. This step will probably only be accomplished after the 
consultant has come to a better understanding of the 
real problems faced by the client. 

V. What is the Problem as Understood by the Consultant? 

The problem as perceived by the client almost always must be 
converted into a sequence of problems as understood by the consultant. 
The perceived question of "How much should ! pay for the land,’' 

may come to be understood as 'Why do | need to invest in lJand''? 

‘A. The feasibility analyst should be the devil's disciple for 
in order to define what needs doing, he must first discover 
what has been done, what assumptions have been made, and 

whether those who made the assumptions knew what they were dotng. 

I. A useful technique is to reverse the question or the 

alternative in order to have better perspective on 
the assumed area of solution. If asked to organize 
a non-profit partnership to create a counseling 
facility, approach the problem as how to dissolve a 
partnership of non-profit contributors. Jf asked 
the feasibility of restaurant expansion, investigate 
the possibility of reducing the size of the kitchen 
instead. — 

2. To gain perspective, one creative think system (Synectics) 
recommends conversion of the familiar to the strange 
and the strange to the familiar by analogy. Thus any 
multicuser real estate becomes analagous to a retailing 
model while any single user real estate decision becomes 
an industrial location modei. 

3- Statement of the problem as a ''comoressed conflict'' by 
describing it in two words which appear to be mutually 
exclusive or contradictory may be useful in understanding 
a problem. For example, customer control as ''channeled 
freedom'' or land use control has ''fixed state of flux’! 
can then lead to discovery of more remote analogies. 
Analogies serve as reiliminary models suggesting 
Opportunity areas for a solution.
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B. In search of the real problem as opposed to the initial 

problem perceived by the client, the analyst should retreat | 
to some basic classification and task identification check- 
lists. First there are only three alternative feasibility 
situations: 

I. A site or a project owned by a specific client in 

search of a market. 
2 An identified market segment or use in search of 

the site and project to be provided by a specific 
client. 

3. A specific client desiring to search for an opportunity 
in real estate enterprise. 

C. Next the analyst must know the viewpoint of the audience 
for his report, written or oral, because the elements 
considered important by a mortgage lender may be significantly 
different than those of a general partner or those of a 
limited partner or those of a large tenant. 

D. Since there are so many facets to the context of a real 
estate project and measurement of its success, not to mention 

the assumptions on which the determination of feasibility 
depends, it is important to have the client agree on what 

elements of feasibility are to be provided by which expert 
or analyst. 

}. Analyst should be an expert on experts 
2- {t is useful to include a standard checklist of 

components with a letter or proposal as that checklist 
later becomes the really significant portion of the 
Statement of limiting conditions (hold harmless 
agreements) which are part of the final report. 
A sample of one such checklist is provided in Exhibit 2. 

E. With a review of which elements are to be provided by which 
experts it then becomes possible to assist the client in 
choosing which report title or titles are properly the 
responsbility of the real estate analyst. (See 1.360) 

F. With definition of the report expected and the information 

to be provided by others, the analyst can prepare a budget 
and a schedule for staging the report so that he and the 

| client can begin to establish priorities both in time and 
money available for research to define the feasibility 
assignment on which the analyst is to proceed. . 

G. Despite the necessity of defining the assignment in light of 
the clients problem, it is necessary for the analyst to recal} 

that he is to remain an independent analyst an advocate of 
his own opinion: 

1, There is a difference between a justified feasibility 
opinion about the total project and the more limited 
feasibility of justifying a mortgage loan from a credit 
source not generally known for its analytical ability.



Reprinted with permission of Feasibility Research Group, Ltd. 

EXHIBIT 2 Feasibility Assignment and Accountability Worksheet 

XYZ Appraisal Company 
xxx Street Anywhere U.S.a. 

Name of Client Date 

Assignment Description 
Sequence and 

Feasibility Iaput Provided by | Aporoved by | date available 

1. Definition of questions and strategic 

objectives 

2. Definition of success criterion 

3. Ranking of criteria by priority 

4. Definition of specific site 

5. Definition of market opportunity 

6. Space user profile . 

7. Space consumer preference survey | 

8. Space product definition 

9. Aggretate and market forecast and 
absorption rate 

10. Merchandising capture rate by 
product mix 

ll. Legal and political constraints 

assume” for user and investor 

12. Site constraints and site 
development plan 

13. Architectural constraints and plans 

14. Environmental impact assumptions 

18. School district impact assumption 

16. Municipal infrastructure and revenue 

impact 

17. Aesthetic and social impact 

i8. Land cost assumptions 

19. Improvement cost assumptions 

20. Indirect cost assumptions ; 

2i. Operational cash-flow budget 

assumptions 

22. Income tax liability assumptions 

23. Financing and refinancing assumption 

24. Other | 

Accepted by Client 
(Dace) 

Worksheet suggested in part by John Rasmussen, Feasibility Research Group, 

210 Michigan Theater Building, Ann Arbor, Michigan 48108.
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2. The analyst must be careful not to be a subcontractor to an 

architect, engineer, or other service organization where he 

cannot make his own report directly to the client, critical of 

his professional associates as it may be. It is recommended 

that the feasibility analyst as a generalist have a primary 
contract with his client. 

H. Correctly defining the context in all its basic dimensions requires 
a generalist; an appraiser is a generalist. A feasibility study 
produces a set of parameters, a set of predesigned or preoperational 
specifications within which a program proposal should work. The 

analyst and his client should always remember that the second stage 

of the feasibility study will be confirmation of the feasibility 
assumptions and parameters by technical analysis and planning by the 
specialists. 

[. An appraisal is a forecast of productivity of a property relative to 
the needs of a certain buyer group and a prediction of the price at 
which it would sel] to the most probable buyer. 

\ 

1. Anticipation of an economic behavior by the buyer leads to the 
highest price he would be willing to pay. 

2. Anticipation of the behavior of the seller leads to an estimate 

of the least he would be willing to accept. 

3. Analysis of the influence of outside factors affecting price 
supply and demand leads to an estimate central tendency between 

buyer and seller maximum. 

4, The upper and lower ranges specify a transaction zone within 

which a most probable price will occur. The most probable sales 
price does not need to be at the center of the zone nor do the 

alternatives need to follow a normal distribution curve. The 
zone and the distribution most typically are statements of 
verbal probability. 

J. An appraisal is therefore a feasibility study of alternative courses 
of action and these alternatives are matched to the most probable 
user/investment group to be seeking such a property opportunity at 

that time. 

The appraisal process as a feasibility study lends itself to the 

following logical process; 

1. What is the problem for which the appraisal is to serve as a 
benchmark? 

2. Which definition of value would best serve the decision process? 

3. What does an inventory of site attributes reveal as to the posi- 

tive and negative contributions of the site to alternative uses? 

4, What does an inventory of improvement attributes existing on the 

site reveal as to the positive and negative contributions of the 
improvements to alternative uses?
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5. What basic alternative use programs or scenarios may be consid- 
ered as plausible alternatives motivating buyers as of the date 
of the appraisal? 

6. Which alternative use appears to be the most probable use when 
screened by external factors including effective market demand, 

political controls, forecasting risk, and potential profita- 
bility as perceived by investor/buyers. 

7. What is the profile of the most probable buyer/investor for the 
most probable use to the degree that the profile can define the 

search for comparable transactions? 

8. Could the appraiser simulate the purchase guidelines of a most 
probable buyer group if therewereno sales whichwere thought to 

be comparable and appropriate to the subject situation? 

9. What is the value to be justified by the appraiser using norma- 
tive, traditional measures of what a buyer should do, such as 
the cost approach or conventional income approach? 

Vi. Property analysis to determine alternative uses 

A. Elements of analysis are approached as an inductive research 
problem moving progressively from on-site facts to external con- 

ditions. The appraiser needs to examine the following elements in 

sequence: (See Exhibit 3) 

]. Physical attributes of site and improvement. 

2. Legal-political constraints on alternative uses. 

3. Basic financial parameters of alternative uses. 

4. Existence of effective market demand for remaining alternatives. 

S. Comparative risk and return evaluation of alternatives for which 

there may be demand. 

B. A physical analysis of inventory of site and improvement attributes 
should include the five following subsets: 

1. Physical attributes (static) include site dimensions, soils, 
" geology, topography, site improvements and capacity, and on- 
site flora and fauna. 

2. Legal-political attributes include not only zoning and sub- 

dividing codes at the local level but also relevent federal, 
state, or private controls which might direct or restrict site 

use. AS appropriate, the appraiser should note administrative 

patterns relevant to application of law to use of subject site.
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3. Linkage attributes identify relationships of site to networks, 
populations or activities centers that might generate potential 
demand for the subject property. 

4k, Dynamic attributes are those attributes which exist In the mind 
of others in terms of status, anxiety, beauty, imagery, senti- 

mentality or other perceptions which attach to the subject 
property to the degree that these are economically significant. 

5. Environmental attributes of the site concern with off-site 
natural systems of which the subject property may be a part 
such as riparian rights, pollution down wind, storm water runoff, 
etc. Even the shadow cast by the structure off-site may become 
significant in the era of solar energy. Impacts on others may 
be perceptual (i.e. dynamic) or fiscal (legal-political) as well. 

C. Static site attributes which begin to narrow the potential market 
to alternative uses should include both the facts and their impli- 
cations for productive use in such topic areas as: 

1. Size, shape, and lot area 

2. Topography, soils, geology, slope stability, bearing capacity, 

| septic suitability, potential for subsidance, etc. 

3. Water table, wells, streams, ponds, storm water swales, shoreland 

edges, and bulkhead lines, flood plain designations, etc. 

kh, Flora and fauna which enhance marketability or which might cause 

environmental impact litigation 

5. Concealed utility easements, old foundations, etc. 

6. Existing on-site utility services and capacity 

7. Access points to public thoroughfares or private right-of-ways 

8. Site improvements such as paving, retaining walls, pedestrian 
paths, culverts, etc. 

9. Landmark attributes or historical site features 

D. An inventory of legal attributes should move from specific site 

controls imposed by local zoning ordinances to state and federal 

regulations as well as private controls which may Intervene. The 

appraiser has an obligation to report foreseeable attitues or future 

legislation which will affect administration of these ordinances 

relative to future uses of the site. 

1. All alternative setback lines and building envelope interpre- 

tations relative to site 

2. Legal uses under applicable zoning and critical limitations of 

each relative to FAR, bulk, parking requirements, DU count, etc.
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3. Special zoning options which may be available at owners option 
such as rezoning, downzoning, PUD zoning, etc. 

k, Special controls imposed by extra-territorial zoning, tax 
conservancy commitments, subdivision process, urban renewal 
districts, tax increment districts, etc. 

5. Special state or federal constraints under airport approach 

zone districts, harbor commissions, coastal zones, Office of 
Environmental Protection Agency, etc. 

6. Public attitudes of public commissions for sewer, water, highway, 
planning, or building administration 

7. Public and planning premises of community master plans relative 
to sprawl, restoration, redevelopment, and other land use 

priorities as these attitudes will affect administraion of the law 

8. Existing or impending legislation relative to such matters as: 

a. Septic tank installation 
b. Water quality for ground water, water recharge areas, storm 

water runoff, salt water encroachment, etc. 

c. Air quality standards relative to use, HVAC performance, 
micro-climate interference, etc. 

d. Conservation of envrionmental edges, prime agricultural land, 
wet lands 

9. Define physical system sub-systems 

a. Foundation system 
b. Structural system 
c. Floor system 
d. Ceiling system 
e. Roof system 
Ff. Exterior wall system | 
g. tnterior wall system 
h. Horizontal circulation sytsem (provacy, interaction, congestion, 

confusion) 
i. Vertical circulation system (handicapped code, cost, economy of 

scale and height) 

10. Delineation of functional systems 

a. Bay spaces 

b. Module unit 
| c. Ceiling heights | 

d. Visual codes - such as mass, entrance, claustrophobic signals 

1}. Public controls on possible alternative special uses such as 
restaurants, places of public assembly, schools, etc.
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F. Analysis of the static and legal/political attributes of site and 

structure should be summarized in terms of competitive advantages 
and disadvantages of plausible alternative uses for costs, pricing, 
marketing, and political administration of compatibility. 

1. Some static attributes may help identify most probable user 
types (Ex. special display window sizes may be suitable for 
antique or art display) while attributes will make certain uses 
unlikely (Ex. floor load limitations of fire proofing weights 

required of places of public assembly). 

2. Some static or legal attributes can provide monopoly advantages 

because suitability fs unique relative to lands all around it, 
because of exemption from certain regulations, or existing 

approvals of development plans, including licenses for dredging, 

building code variances, etc. 

3. Some attributes lead to higher cost which the front door approach 
may reveal as leading to excessive rents or prices. 

G. Linkage attributes relate to subject property to both networks of 

supporting infra-structure which contributes toward effective demand 

for the property as economic space time or the supply and demand 
impact of related activity centers which may interact with the subject 

property. 

]. Analysis moves best from the borders of the subject property 

outward to expanding zones of potential demand or competitive 

Supply. 

2. Utility services are network linkages in terms of: 

a. Limitations on sewage processing, storm water retention 
or runoff constraints 

b. Community energy supplies, priorities, and capacity 
c. Water processing and chemistry as applicable 
d. Possible dependency on resources such as wild game and fish, 

underutilized labor pools, fire department coverage zones, etc. 

3. Street, sidewalk, rail, and public transit systems including 
access points, traffic department controls, etc. 

4. Relationship of subject site to contiguous properties, balance 

of city block, and neighborhood layout pattern. : 

5. Relationship of subject site to generators of potential needs 
and uses for the subject site, such as: 

a. Employment centers 
b. School system alternatives 
c. Retail services 
d. Complimentary existing nearby uses 
e. Recreational services 
f. Health care systems 

g. Security systems 
h. Waste disposal services
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6. Neighborhood demographics (population, age, employment, income, etc.) 

7. Relationship to competitive alternative and estimate of supply | 
of available space, competitive ranking, and exposure of subject 
site to competitive interception of potential demand. 

H. Dynamic attributes are those characteristics which exist in the 
minds of the beholder, which are mental or emotional responses 

which a site or project stimulates and which affect decisfon making 
behavior. 

1. mage conditioning of the approach zone 

2. Visual factors in terms of prominence of the site, views 
from the site, potential for controlled sight lines, etc. 

3. Prestige and status 

4h, Anxiety factors of access and security 

5. Noise as a function of traffic count (FHA noise pollution manual) 

6. Prevailing air currents and airborne pollution (phosphate 
plants or sulphite paper mills, for example). 

7. Political tmages established for a site by the public positions | 
of local politicians or vested interest groups. 

8. Historical community reputation and values attached to the 
project site and structures. 

1. Environmental attributes of the site recognize that the real estate 
product today must respond not only to the needs of the individual 
consumer in the marketplace but to the collective community of 
consumers represented by the community political administrators. 
Land use must be sold to both 'markets.'' If the proposal won't 
sell at City Hall, there will be little opportunity to market the 
product individually. Pre-architectural programs must not only 
consider physical factors of environmental impact off-site, but 
in addition: 

1. Silhouette of social impact in terms of public perceptions of: 

a. Displacement of existing residents and neighborhood units 
b. Contribution to social integration or mobility barriers 
c. Contribution to land use heterogeneity 
d. Contribution to regional and community master plans 

2. Fiscal impact on the community where appropriate: 

a. Direct impact on real estate tax revenues 
b. Direct impact on other governmental revenue 
c. Direct impact on incremental government 

d. Secondary contributions to local government revenues 

e. Secondary cost burdens created for local communities 

3. Social factors in the ethical environment; 

mh
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a. Impact on supply/demand equilibrium 
b. Stamina of project sponsor in the face of public pressure 
c. Vulnerability of potential project buyers to secondary 

political pressures and counter attack 

d. Potential uses requiring unique political resources or 
private/public consortiums 

nan =e 

J. For the experienced real estate analyst systamatic narrowing 

of alternative uses from study of the attributes leads to a 
limited series of alternatives which can then be given a final 
screening in terms of preliminary financial analysis and effective 
demand. The analyst may review these attributes to identify 

. alternative uses by emphasizing one or more of the following 

angles of inquiry. 

1. Does any site of site attributes suggest a special] space/time - 
to money/time configuration? For example, a high floor area 
ratio but little parking may suggest a building with a low 

person occupancy, such as a switchboard building or luxury 
apartment with minimum number of dwelling units. 

2. What attributes of the subject site provide monopoly 

characteristics or are inferior to alternative sites? 

3. What patterns in adjacent or competitive structure represent 

a trend to which the subject property should adapt? 

4, What patterns of use is revealed by transactions in similar 
properties on nearby locations? 

K. A program of use or reuse can be called a scenario and may be 

suggested by physical characteristics of the property, 
contiguous property trends and conditions, or known supply 

shortages with which the appraiser fs familiar. Some examples 
of scenarios are provided in Exhibit 1. 

L. Ranking of these scenarios for economic power is accomplished 
by means of the Back Door approach, i.e., the revenue justified 

investment for the property, as is alternative whrksheets 

for this approach using the default point and the debt cover 

ratio as the critical conversion of income to capital are 

provided fn Exhibits 4-10. 

M. Economic power has to be qualified in terms of marketing risks 
and capital budgeting risks of each of the alternative uses 
before alternative uses can be ranked in summary fashion as 

in Exhibit 6. 

1. Note that Exhibit 6 integrates the basic elements of prel- 
iminary feasibility analysis. 

2. Remaining disucssion will emphasize market risk which is 

the primary cause of misleading appraisal conclusions
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Exhibit 8 

FRONT DOOR - MINIMUM RENT REQUIRED 

$20/sq. ft. — 

X 

20,000 sq. ft. | 

| $400,000 | 

$200,000 

$600,000 

- (80% LTV) 

$480,000 | x {1025 constant) pos $49 , 200 

+ 

$120,000 = | $8,400 

$57,600 
Default ratio: 

+4 

Debt service + expenses 

Gross rent $2,400 | 

$49,200 + 50,000 + 

$116,000 = 86% 
$50,000 

Payback before taxes: + 

Equity cash investment $6,000 
Equity dividend 

120,000 
3 hoo = ‘l4+ yrs. $116,000 90% 

: NLA 

Debt cover ratio: : 

Net operating income* $18,000 
Debt service — 

60,000 _ 1.22 $6.44-6.50/sq. ft. 

49,200 — ° 

* NOI = gross rent - vacancy - expenses
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BACK DOOR - MAXIMUM JUSTIFIED BUDGET 

Exhibit 10 

$6.75/sq. ft. 

X 

| $6,000 | | 

- $47,200 

Pe 
So Toes =P s60, 500 ] 

+ 

$592,500 

Default ratio = 
$200,000 

47,200 + 50,000 _ 80 
121,500 ~ = 

Payback ratio: 
$392,500 

132,500 _ 
° “15,900 ~ 8.33 yrs. 

Debt cover ratio: . 

65,500 _ 

19.5/sq.ft.
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A. With a preliminary hypothesis as to the prospect, survey 
questions may be intended to provide: 

1. Key ratios necessary for segmentation of market data already 

broken down by trade area, demographics, employment, etc. 

2. Key indicators of anxieties or preferences or tradeoffs of 
the prospect. 

3. Key indicators of the anxieties or preferences of non- 
prospects who feel a vested interest in the impace or 
have a significant part in the purchase process. (for 
example - the members of the Public Housing Authority have 

a different set of needs than the ultimate user, but the 

product is ''bought'' by the Board). 

B. Consider the elderly housing market chart in Exhibit Il. 
Notice that the ratios required for market segmentation follow 
a logical reduction pattern. The analyst has made several 
working assumptions - namely that his market is over 65 and over- 

whelmingly from Dane County because these assumptions are both 
reasonable and conform to break-out points in the raw data. 

C. The ratio sought by the survey follow a precise reduction 
pattern: 

1. How many will consider moving? 

2. Of those, how many would consider staying fin town? 

3. Of those, how many would consider an apartment? 

4k. Of those remaining who would consider an apartment in town, 

how many would consider a specific location? 
5. Notice the recution process defines a subset of the elderly 

market - a micro-market. 

D. Each of these ratios suggests a specific calculation or perhaps 

a short table of statistics. The specific title on the table of 

data and its sub-columns should be written before the questions 

are drafted and the collection of data begun. Notice the research 
begins with careful definition of the questions to be answered. 

All answers become relevant and all unnecessary questions are 

avoided. These types of questions depend on knowing the precise 

character of secondary data available to which the ratios must 
be applied in the systematic mode] devised for the problem. 

1. Confine vocabulary to basic 1000 words; avoid lingo. 

2. Structure questions to permit check-off, or branching to 
set up subsets. (See Exhibit 16) 

3. Always test the questionnaire on half a dozen prospects 

or friends to reveal misunderstandings before using on 
the market. 

4, Questions may take different formats. 
(See Exhibit 14)



EXHIBIT 14 

Simple Survey Formats 

for Classification of Subsets & ileasurement of Preference 

I'd ike to esk you ea few questions about the place you Lived just before 
you moved into this apartzrent. 

5. About how many years did you Hive in your former hana? 

. . ess than } year _. '0 ta 1S years 
~~» year e L.T. 2 years _ more than {5 years, 

2 to L.T. 5 years 
—_? to L.T. 19 years , 

6. Did you live in « house or {nf an apartment building just before your sove hers? 

house —_ apartment —- other, pence aeenencteepntcronpenaa 

Lpabout how many apartments, Including yours 

were there in the bul lding? 

_b-T. & _. 17 to 2h 
k to 8 __ 24 to 32 

~_ 9 to 16 _, More than 32 

About how tuch rent did you pay per mocth, including 
utilities but not telephone? $F 

L.T. $50 __ $100 to L.T. 5125 
— $50 to Lt. $75 ___ $125 ta Sits0 

909 to LT. $100 _— sore thar 4}56 

Old you own. or rent the house? 

_- oA —_— rent 

. Vv 
Did you rant a room, a flat or Floor, or entire 

‘ouse? 

| _.roon — flat/floor = __ eat ire 
* how cuch rent did sou pave per sosth, iselndics 

utilities but not teleptore? $ 

_ l-T. $50 __ $100 to Le 7. $225 
~_ $50 to L.T. $75 S125 to S150 
___ $875 to LT. $100 more thas Slog 

Now I'd like to ask you some gereral questions about your decision to 20re 

to this apartment. 

7. Row did you first find out sbout them? 

_.. fanily _. newspeper 

_.. friends _ radio 
a. church _ *eilervision 
~. Housing authority other, 

26. How important are the following items to vcu? 

Very ' Somewhat Somewhat Mot 

Important important Endiiferent Unimcortant Imocrtan 

Private Balconies ( ) ( } ( ) ( ) ( 

or patios 

Laundry facilities ( ) { ) ( ) : ( 3} ( ) 

in each building 
Washer/dryer connecticn ( } ( } ( } ( ) { ) 

in your apartment 

Extra storage space ( ) ( ) ( ) ( ) ( ) 

More than lL bath ( ) ( ) ( ) ( ) ( ) 

Carpeted stairwavs & ( ) ( ) ( ) ( ) ( ) 
hallways in common 

areas of ant. bldg, 

(Areas shared py all residents) 

Master T.V. Antenna { ) ( 3 ( ) { ) ( ) 

System : . 

Children's day care ( ) ( ) ~'¢ ) { ) ( ) 

center ard/or 

nursery school nearby



EXHIBITI4 cont'd. 

14. What type of bullding features would you prefer in the layout of the condominium, 
unit? (choose only one of each of the following sets of alternatives) 

{ ) Two bedrooms with larger Ilving area or/ 
( ) Three bedrooms 
= —— ci =e GEE [eee —— os eam =a? Gene —E_ 6 —o_ Wapeee 

{ ) Three bedrooms, or/ 

| ( } Four bedrooms, or/ 
( ) Large master bedroom and two 4-bed bunk rooms 

( ) Two-story living room with inside balcony, or/ 
{ ) Living room with beamed cathedral ceiling 

—_—e sme —_ oo oun — ‘ime om -_—_ = —__ anew jen re muse 

( ) Full dining room, or : 
( ) Dining "L'' plus family-sized kitchen 

( ) Sundeck balcony for living room or/ | 
( )} Qutdoor patio at ground level 

( ) Walk-in closets in each room or/ 
( ) Large work room plus laundry room in each unit & standard closets 

( ) One car garage attached to unit or/ 
{ ) Two car garage in group parking complex, or/ 
( ) Carport and lower price 

( ) Central air conditioning or/ 
( ) Woodburning masonry flreplace or/ 
( ) Gas-log fireplace and window air conditioning unit | 

( ) Contemporary natural decor with wood and rock materials, or/ 

( ) Maintenance-free modern masonry and aluminum exteriors, or/ 
( ) Well styled colonial detailing 

( ) Extensive outside landscaping, or/ 
( ) More floor space In each room
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E. The second type of question is generally attempting to measure 

either anxieties or preferences. Both are dangerous survey 
areas for amateurs as well as professionals and it is often 

cheaper to subcontract these particular functions to consumer 

research specialists. Nevertheless, a little common sense can 

generate considerable useful information on the competitive edge. 

1. Probe for dissatisfaction with existing space or life style. 

2. Probe for anxieties about uncontrollable trends and events. 
3. Probe for desired social structure ties, rea] or imagined. 

F. The real estate analyst can choose between systematic telephone 
interviews, direct mail questionnaires, and personal interviews 
tn depth. 

1. The telephone interview may be less expensive per question 
and fastest but is limited in the type and amount of quesions 
which can be asked. Rifled to a project known to the analyst, 
it tells much about the user profile for a good comparable 
without having to ask about the product which the analyst 
can inspect for himself. (See Exhibit 15) 

2. A telephone survey is also useful to disaggregate census data 
or to estimate market penetration of a competitor (such as 

a retail store) into an area. 

3. Direct mail questionnaires may cost from 5¢ to $3 or more for 

each successful question; they take at least a week to prepare 

and test and perhaps three weeks before cutoff of additional 

responses. The type of question is broader andcan be graphic 

such as alternative site maps and simple floor plans; response 

depends on careful construction of the mailing list, a very 
time consuming process. Consider the following types of 

questions: 

4, The double barreled question occurs when two or more questions 

are combined In one so that the answer is always ambiguous as 

to the significance of each ttem but often occurs in the effort 
to shorten an Interview or a question. 

a. Would you be at all uneasy if people of a different 
religion or race were to move in next to your home? 

b. As you see it, what are some of the good points and 
the bad points of the present Governor of this State? 

5. Personal interviews in depth permit questions using photographs 

with colors and styles. Expensive and time consuming, it 

assumes precious qualification of the interviewee as a typical 

prospect. 

G. Processing of surveys can involve simple tallies or counts, simple 

subdividing of responses into subcategories, or preferably organi- 

zation of the questionnaire to permit key punching or cross tabbing 

or statistical analysis by computer processing. The problem of 

identification requires:



Reprinted with permission of James R. DeLisle 

EXHIBIT #15 

Telephone survey Script - Elderly Housing 

Prepared and executed by 

James R. DeLisle, June, 19; 

: ‘ Survey 

rRe- Surevev lero : Turnkey Elderly Housing 

Triangle Project 
Madison, Wis. 

Code of Interviewer GPFi. 2 _ 4 4 5 

2 Dsect Cove Code of Project fy Braxton | 

. ronnes 
— Tenney Park 

Sex of Respondent __ Male em} Yemale 
HH HHH HIE TE HE HE JE EE EH EK HE SEE ENE EH ERE IIE HE IIE EH EE EK IR EOE HE EH RK KEE EK BE EK EK HEHE RE EE OH 

Torro Hello, my name is . We are conducting 
° a survey of residents of elderly housing epartments so that 

we may identify those features of apartment design and planning 
thet are satisfying to residents, as well as those that sre 
irritations. 

The purpose of seeking yvur responses to these questions, is 
to provide a base of information from you --the real experts 

on housing for the elderly-- upon which we can nake specific 
recommendations ts developers of the provosed elderly housing 
project on the Triangle Urben Renewal area, here in Madison. 

This information will result in an improved living environ- 
ment in the proposed housing project. Your responses are 

confidential and you’will not be identified as an individual. 

would you mind enstering a few questions ? Thank you. 
HEHE ET EE ME EE ERE EE IE EE EE HE EE IEE HE HE SO IE EE EE EE EE EEE EE SEE FE RE IEE HEE SE FE IK RE HE HK IE 

FRioR, Livine Ex Pmiaxe 
SETS EET OE a TS FY TT RI RITE YEE LT Te 

1. When did you move into your present home ? 
Nore: 

(xead options (_) 1960 to 1965 1971 to 1972 
only when arrow 1966 to 1968 1973 to 1974 

is shorn as in 23) 1969 to 1970 : 
question # 2) 

2. What type of home did you live in before moving to your present 
home ? 

<3) one family house 1 to 4 unit apgertment bldg. 
(___.) two family house 5 or more unit apt. bidc. 
(__) other other 

3. %$How long did you live in your forner home ? 

less than 6 month cic? 2 - 5 Years 
6 mo, to 1 year ( _) 5 -10 years 
i - 2 years \ ) Over 10 years



4, Was your previous home: 

(__) owned by you ( or you and your spouse) 
(_) owned by your family ( or your spouses! family) 

~(_) occupied without cash rent 
fay rented by you (Or you and your spouse) 

i 

LL — How much was your rent each month ? 

| less than $50 (_) $100 to 125 
| $50 to 75 P=) $125 to 175 
| $75 to 100 C_) $175 or more 
y 

. Did your rent include: 

v Electricity yes - 900 / 
Heat : 

/ Water Gud > 
“ Gas C_) ~~) PR DNA 

ve 

Feeserr Livi clYouR RESPONSES TO THE FOLLGTING QUESTIONS WILL TELL US YHA 
YOU FESL IS EIPORTANT DF AN APARTMENT SPECIFICALLY DESIGNED 

&\Peasaoc e\FOR THE ELDERLY 

S. Which of the rooms in the apartment should be the largest, 
second largest, and third largest ? 

Second Third 
Largest Largest Largest 

Kitchen-Dining area (_) 
Living Roon a 

Bedroom en | — 

6. Is your present home: 

(_} too large for your needs 
(_.) too small for your needs 
@iczge just right for your needs 

7. How many people live with you in your apartment ? 

Fn ap mone three 
() one four 
._) two five or more



If you could change your present avartment by making one 
room larger and one room smaller; 

8. Would you make your: 

'C") LR larger; BR smaller or/ 
(__) BR larger; LR smaller or/ 

| ef leave them like they are 

9. Would you make your: 

() LR larger; KE-D area smaller or/ 
( _) K-D area larger; LR smaller or/ 
k=") leave them like they are 

OPrioaac Ls T 
° If you had to select one of the following: 

FEA THES 
10. Would you prefer: 

pas A dining area in the kitchen or/ 
A dining area next to the kitchen 

11. Would you prefer: 

| A bathroom door opening to bedroom only ox / 

A bathroom door opening to living room area only 

12. Vould you prefer: | 

) A large closet area in the bedroom or/ 
A large closet area in the living-dining-kitchen area 

13. Would you prefer: 

A balcony or : 
Slightly larger apartment size 

14. Would you prefer: 

Larger closet space or 
(___) More open space in your apartment



OPTiowar veeseer FEA FURIES 

15, If you had the choice, rould you want: 

(s } A larger apartment and less community space or/ 
\._.) A smaller apartment and more community space oxr/ 
«way make no change 

If you had to select one of the followine: 

{6,Would you prefer: 

Gf One large room with a music area, T.V. area, conversation 
area, and a small library or/ 

(_)Several smaller separate rooms for each of these activities, 

in addition to a central lounge 
17,.%ould you prefer: 
= special lounge area for children of guests or/ 
eA larger main lounge 

enna eet ec Ec A 

48, Should there be a separate lunge for yomen only and 
a separate lounge for men only (yesu—g No 

No 

i9s Is there a craft or hobby room in the building you live in now ? 

no o7™~ | 
~e 

i —~ 20. Would you like a crafts room ? 

r -— no 
is yes 

! ‘a 
| 21. For what crafts would you use the eraft room ? 

| ( _)Pottery woodworking 

| | ( —Shl)knitting and crocheting sewing 

| (_)painting copper enamiling 
| Fenian) WEGVING other ee 

| () photography other 
Y ——_* __, 

| 22, How many times a week would you (do you) use the roon ? 

| | 
less than once a neek More than 3 times 

| once Never 

| twice 
| \ fr 3three 

L_ —» 23, Should the crafts room be: 

one large room for all cratits or/ 

several snaller rooms for each craft



rQesecr Mass / See em Mise, 

THE FOLLOVING QUESTIONS WILL PROVIDE US WITH INFORMATION AS TO 

| WHAT YOU FEEL IS ESSENTIAL IN A HIGH RISE BUILDING FOR THE ELDERLY, 

WHILE WE REALIZS THAT SOME PEOPLE DO NOT LIXE HIGH RISE STRUCTURES 

IT IS ESSENTIAL THAT WE FIND OUT HOW WE CaN BEST DESIGN SUCH A 

BUILDING TO WINDHIZE THE IRRITATIONS AND MAKIMIZE THE BENEFITS 

TO THE RESIDENTS, 

a a a Po Ss PrP al rl sc gee Pt pr sD 

if you had to live in a high rise building: 

| 24, Would you prefer: 

G2) A six story building with 16 apartments and neighbors 
on each floor or/ 

(_) A ten story building with 10 apartments and neighbors 
On each floor 

25. Would you prefer: 

A six story building with less open space outside or/ 
| _) A ten story building with more oven space outdoors 

26. Would you prefer: 

fp a large laundry room with adjacent bathrooms on one 
| floor or/ 

C) smaller laundry facilities (one washer and dryer) on 
each floor - 

27. Would you prefer: 

| (_) Smalllounges on each floor or/ 
iige a larger main lounge 

. 2&8. Would you prefer: . 

(_) An enclosed roof top sun deck or/ 
cng a larger patio area outdoors 

SA aren a a a ence ree en ae pT A AIO ce 

ADDITIOLAL 
ARE THERE ANY ADDITIONAL SUGGESTIONS YOU WOULD LIKE TO MAXL ? 

LOM E27 . ; 

THANK YOU FOR YOUR HELP. GOODBYE,



-24- 

}. Coding by colored paper, colored return envelope, stamp 

on self-addressed stamped envelope to reflect geographic 
area, building address, type of respondent, original mailing 
list source, etc. Careful organization before mailing solves 
most processing problems. 

2. Beware of code numbers if you promised anonymity; give them 
the option of identifying the respondent, etc. 

3. Always identify yourself as an analyst (but not the project 

or the client), providing a phone numer or an address where 

the interviewee can find you. It will generate both pre- 
sale prospect lists and some primary unexpected political 

participation by others.



CASH FLOW PRO FORMA USING PARAMETER NORMS 

SENSITIVITY APT. DEMG 

Ue We REAL ESTATE DEPT. 

DATE: 2/14/1977 
BLDG: L 
RUN 3 i 

GROSS SQUARE FEET IN BUILDING: 700. 
BUILDING EFFICIENCY : 85-60 PCT 
NET LEASEASLE SQUARE FOOTAGE : 595. 

LAND AND CONSTRUCTION COST: S 19500. 
LGAN TG COST RATIG : 75<0 PCT 
ORIGINAL LGAN AMOUNT : Ss 14625- 

EQUITY REQUIREMENT 2 487S- 

PERMANENT INTEREST RATE : 9.000 PCT 
TERM GF LZAN 30+ YEARS 

ANNUAL DEBT SERVICE 2 § 1412. 

, ANNUAL DOLLARS 

GROSS INCOME : 595. SQ FT AT S$ 6-00 3570. 

LESS: VACANCY @F 3-00 PCT 1796 

GROSS ADJUSTED INCOME 3392. 

PLUS: PARKING INCOME 150. 

PLUS: OTHER INCOME 24. 

GROSS EFFECTIVE INCOME ~ 3566. 

LAND LEASE EXPENSE 100. 

@PERATING EXPENSES: 595. SQ FT AT S$ 2676 1642. 

NET @PERATING INCOME 1323. 

DEBT SERVICE ¢ 9-66 PCT CONSTANT? 1412. 

PRO FGRMA CASH FLOW All. 

RETURN GN EQUITY 8e43 PERCENT 

DEBT SERVICE COVERAGE: 16291 

DEFAULT RATIG : $3.48 PERCENT



LOAN DATA FOR EACH SET OF FINANCIAL CONDITIONS 

AAGUNT FINANCED $ 146256 EQUITY §$ 48756 

LOAN RATI2 75-00 PCT — 

INTEREST TERM CONSTANT DEST SERVICE 
ANNUAL PER SQ FT PER UNIT 

9-000 30-90 9°6355 14126 223733 

9.250 3020 9-8721 14440 2426S 

9-500 30-06 10.0903 14766 2.4802 
8-500 30.0 9.2270 1349. 222680 
8-000 30-9 8.80582 1288.6 221643 

AMOUNT FINANCED §$ {$600.- EQUITY §$ 39006 

LOAN RATI@ 80-00 PCT 

INTEREST TERM CONSTANT DEBT SERVICE 
ANNUGL PER SQ FT PER UNIT 

9-000 306-0 9.6555 1506-6 2e5315 , 

9-250 36-8 9.8721 18A0~ 225883 

9-S00 30.0 10-0903 15746 226455 
8e5SO00 30<«0 922270 1439 ¢ 224192 

8-000 30-8 6«30S2 13746 23086 

AMSUNT FINANCED $ 16S7S6 EQUITY S$ 2925-6 

LOAN RATIG 85.00 PCT 

INTEREST TERM CONSTANT DEBT SERVICE 
ANNUAL PER SQ FT PER UNIT 

9-000 30-0 9246555 1600-6 266897 
9.250 30-0 9-<8721 ° 16366 2.7501 
9-500 30-0 1020903 16726 2.8109 
8-«S00 30-9 92-2270 1529. 2e«5704 

$2000 30-90 8e30S2 1489 6 2e 4529 

AMGUNT FINANCED S$ 175506 EQUITY $ 19S06 

LGAN RATIG 90-00 PCT 

INTEREST TERM CONSTANT DEBT SERVICE 

ANNUAL PER SQ FT PER UNIT 
9-000 3020 9e6555 169 Se 208480 

92250 30-0 9.8721 17336 2091319 
9-500 30-0 10.0903 - 17746 2.9762 
8-500 30-0 9.2270 16196 2.7216 
3-060 320-0 8.8082 1545. 2+<5972 

AMOUNT FINANCED S i8$2Se EQUITY $ 975-6 

LOAN RATIG 95-00 PCT 

INTEREST TERM CONSTANT DEBT SERVICE 
ANNUAL PER SQ FT PER UNIT 

9.000 30-0 9.6555 1789. 3.0062 
9.2250 30-0 9.3721 1829. 320736 
9-500 30-8 10-0903 {869 - 3e1415 

$-S00 30-0 922270 17096 223725 
%-000 30.0 38052 1631-6 2.7414



PRO FORMA CASH FLOW TABLE 

SENSITIVITY APT. DEMG 

Ue We REAL ESTATE DEPT. 

FIAED PARAMETERS PAGE } #£é/{ OF 12 

SITE 2 2000~+« SQUARE FEET DATE 2-14-1977 

BUILDING 3 700. SQUARE FEET BLOG } 

EFFICIENCY: $5.00 PCTC $9S.- SO FT) 

LOGAN RATIS: 75.00 FCT GF §S 19S00- 

LGAN 3 S 14625 

EQUI TY 3 S$ 438 750 

FINANCING 2 3O00« YEARS 93-000 PCT 

OTR INCZME: $ l74e ANNUALLY RUN i 

EXPENSES 3 $§ 2@e76 PER S@ FT 

LAND LEASES: 3 1006< ° 

ANNUAL CASH FLAWS 

VACANCY ALLOWANCE 

3e00 PCT 4-00 FCT 5-00 PCT 7-60 FCT 10-00 PCT 

RENTAL RATES 

ANNUAL S/SG FT 

$ 4-89 -2106 “239-6 “267.6 “324. -410.« 

s 3e¢ 40 1356 104. T26 Se “896 

$ 600 48 Se 4A7 Alle 3406 2336 

S$ §&«6Q S2S9« 79O-6 780. 672 5S4- 

$s 7220 1175-6 1132. 1089 - 1004-6 875. 

. BREAKEVEN RENTAL RATES 

. VACANCY ALLGWANCE 

3e0O0C0 PCT 4 00 PCT 9eO00 PCT 7.00 PCT 10.00 PCT 

. RENTAL RATES 

ANNUAL S/SQ FT 

2°16 9°22 9027 5-39 5°57



PRO FORMA CASH FLOW TABLE 

SENSITIVITY APT. DEMO . : 

Ue We REAL ESTATE DEPT. 

FIXED PARAMETERS PAGE 2 OF 12 

SITE : 2000. SQUARE FEET DATE 2°14°1977 
BUILDING 3 700. SQUARE FEET BL DG ! 
EFFICIENCY? 85.00 PCT¢ S95. SQ FT) 
LOAN RATIG?: 75e00 PCT OF §& 19500- 
LOAN 2 Ss 14625-6 

EQUI TY : $ 48 7S 
FINANCING : 30° YEARS 9-000 PCT : 
VACANCY : 5.00 PCT OF LEASEABLE 
OTR INCGME: $ 174e ANNUALLY RUN 1 
LAND LEASE: S$ 100. | 

| ANNUAL CASH FLOWS 

ANNUAL EXPENSE RATES PER S@ FT 

§ 240 BS 2464 S 2.76 $ 3.00 S$ 3-36 

RENTAL RATES 
ANNUAL S/SQ FT 

s 4080 -53- -196. “267. - 410. ~62 4. 

$ 5-2 a0 28 Ge 143 72e -“T1e “285-6 

$ 6-20 625-6 48 3 Ali. 268 « S46 

$ 6260 965-6 822. 750. 608 « 393. 

$s 720 1304. 11616 1089. 9476 7326 

. BREAKEVEN RENTAL RATES 

ANNUAL EXPENSE RATES PER SO FT 

S 2-40 § 2.64 S$ 2076 $ 3.00 S$ 3.36 

RENTAL RATES " 
' ANNUAL S$/SQ FT | 

4.89 Se15 5.27 5.53 5.90



PRO FGRMA CASH FLOW TABLE 

SENSITIVITY APT. DEMS 

Us We REAL ESTATE DEPT. 

_ FIXED PARAMETERS PAGE 3 OF 12 

SITE 3 200056 SQUARE FEET DATE Q@-14-1977 
BUILDING : 700+ SQUARE FEET BLDG i 
EFFICIENCY: 85-00 PCTC $95. SQ FT) 
LOAN RATIG: 7500 PCT OF S$ 19500. 
LOAN : $ 146256 
EQUITY : Ss 4875 
VACANCY : 5.00 PCT GF LEASEABLE 
@TR INCOME: S 174e ANNUALLY RUN i 
EXPENSES 3: §$ 2676 PER SQ FT 
LAND LEASE: S$ 1006 

ANNUAL CASH FL&WS | 

FINANCING PARAMETERS 

30. YEARS 30+. YEARS 30+. YEARS 30« YEARS 30+ YEA 
Ss R 

9.00 PCT 925 PCT 9-50 PCT 8.50 PCT 8.00P 
T Cc 

RENTAL RATES 
ANNUAL S/SQ FT | . 

| $ 4080 =-267- -299. “331. ~2046 -143¢ 

$ Se 40 72s 40 ¢ Se 1358. 1986 

Ss 6200 Alle = +: 380-6 348 6 AT Ae S366 

S$ «60 7506 7196 6&8 7 Side 8756 

s 7220 1089+ 1058 1026. 1152.6 1214. 

BREAKEVEN RENTAL RATES 

FINANCING PARAMETERS 

. 30. YEARS 30. YEARS 30+ YEARS +30. YEARS 30. YEA 
S : R 

9.00 PCT 9-25 PCT 9.50 PCT 98.850 PCT 8.00P 
T Cc 

RENTAL RATES 
ANNUAL S/S® FT 

5.27 $.33 5.39 5.16 $.05



. PRO FGRKMA CASH FLOW TABLE 

SENSITIVITY APT. DEMG 

Ue We REAL ESTATE DEPT. 

FIXED PARAMETERS PAGE 4 OF 12 

SITE 2 2000- SQUARE FEET DATE 2-14-1977 

BUILDING 3: 7004 SQUARE FEET BLDG 1 
LZAN RATIGC:3 75200 PCT GF S 193500- 
LZAN 3 $ 146256 

EQUITY : $s 48756 

FINANCING ¢ 30-4 YEARS 9-000 PCT 

VACANCY 3 S$e00 PCT OF LEASEABLE 

OTR INCOME: 3 174e ANNUALLY RUN. } 
EAPENSES 3 $ 2ce¢76 PER SQ FT 
LAND LEASES S$ 10064 

ANNUAL CASH FL&WS 

BUILDING EFFICIENCY CPCT OF GROSS) 

735-00 PCT 78-00 PCT 80-00 PCT 82.00 PCT 85-00 PCT 

LGAN T@ COST RATIO 

75-00 PCT $0-00 PCT 85-00 PCT 90.00 PCT 95-00 PCT 

RENTAL RATES : 

ANNUAL S/SO FT | 

S 4-80 -3936« -“355- “33064 ~3056 2676 

$ 52 40 “9 ae = 4k “dle Ele 726 

$s 6-900 20S LET 308 e BAG « 4141. 

$ 6-60 SOS. $73 « 6276 677. 750-6 

$s 7-20 B04. _ 890-6 FAT 1004. 1089. 

BREAKEVEN RENTAL RATES 

BUILDING EFFICIENCY CPCT GF GRGSS) 

75200 PCT 78-00 PCT 80.00 PCT 82.00 PCT 85-00 PCT 

LGAN TO CGST RATIG 

. . 75-00 PCT 80-00 PCT 85-00 PCT 30-00 PCT 95.00 PCT 

RENTAL RATES . 

ANNUAL S$/SQ FT | 

| 5.59 50 49 5-42 $36 5227



PRG FORMA CASH FLOW TABLE 

SENSITIVITY APT. DEMO | 

Ue We REAL ESTATE OEPT. 

FIXED PARAMETERS PAGE S OF 12 

SITE ; 2000. SQUARE FEET DATE 2-14-1977 
BUILDING ? 700+ SQUARE FEET BLDG 1 
EFFICIENCY: 85-00 PCTC 595. SQ FT) 
FINANCING ? 30° YEARS 9000 PCT 
VACANCY : 5.00 PCT GF LZASEABLE . 
OTR INCOME: $ 174e ANNUALLY RUN ! 
EXPENSES : S$ 2e76 PER SQ FT 
LAND LEASE: S$ 100. 

ANNUAL CASH FLOWS 

LGAN TG COST RATIG : 

75.00 PCT 80.00 PCT 85-00 PCT 90.00 PCT 95-00 PCT 

RENTAL RATES 
ANNUAL $S/SQ FT 

$s 4-80 ~267.6 -361. - 455. -S50- “6446 

s 5.40 72s ~22, “1160 ~210- -305. 

5 6200 Alle 3176 223. 129k 35. 

S 6<&Q 730¢ 656.« S62-< 468 « 37 4e 

S 7220 1089. 995. 901. SO7- 7136 

BREAKEVEN RENTAL RATES 7 

LGAN TS C2ST RATIG 

75.00 PCT 80.00 PCT 85-00 PCT 90-00 PCT 95-00 PCT 

RENTAL RATES 
_ ANNUAL S/SQ FT 

$-27 | 54244 Se 6}? 5277 5294



PRO FGRMA CASH FL@W TABLE 

SENSITIVITY APT. DEMS 

Ue We REAL ESTATE DEPT. 

FIXED PARAMETERS PAGE 6 OF 12 

SITE : - 2000 SQUARE FEET DATE 2-14-1977 
BUILDING 3: 700+ SQUARE FEET BLDG ! 
EFFICIENCY: 85-00 PCT¢ 595. SQ FT) 
LGAN RATIG: 75.00 PCT GF § 19500. 
LOAN >; #6S 14625. 
EQUITY : § 4875 
FINANCING 3: 30¢ YEARS 9-000 PCT 
REVENUE 3 $ 600 PER SQ FT 
@TR INCOME: $ 174e ANNUALLY RUN { 
LAND LEASE: S$ 100- 

ANNUAL CASH FLaWS 

| , ANNUAL EXPENSE RATES PER SQ FT 

S 2.40 § 2.64 S 2.76 S$ 3-00 $ 3.36 

VACANCY RATES 

3e¢00 PCT 69 7. 5546 48 3 340 ¢ 12686 

4.00 PCT S61. 518. AdTe 30 46 90. 

$<00 PCT S825 48 3 411. 268 « S4e 

7200 PCT SS 46 4ile 340 6 197. -17- 

1000 PCT 4AT7 « 304e 2336 90-< “124s 

BREAKEVEN RENTAL RATES 

ANNUAL EXPENSE RATES PER SQ FT 

$ 2.40 $ 2464 S$ 2.76 $ 300 S$ 3-36 

VACANCY RATES 

3e¢00 PCT 4079 5-04 Sei6 5.4} 5-783 

| 4.00 PCT 4084 5.09 5.22 5.47 5.84 

5.00 FCT 4.89 5.15 5.27 $253 5.90 

7200 PCT | 5.00 5.26 5.39 5.64 6.03 

10.00 PCT 5017 5.43 5.57 5.83 6023



. PRO FORMA CASH FLOW TABLE 

SENSITIVITY APT. DEMO 

Ue We REAL ESTATE OPT. 

FIXED PARAMETERS | PAGE 7 OF 12 

 $ITEe : 2000. SQUARE FEET DATE 2+14-°1977 
BUILDING : 7006 SQUARE FEET BLOG 1 
EFFICIENCY: 85.00 PCTS $95. SQ FT) 
LOAN RATIG: 75-00 PCT @F S$ 19500. 
LGAN 3 $ 146256 

EQUITY 2: 86§ 4375 
REVENUE : SS 60600 PER S@ FT 
OTR INCOME: § 174. ANNUALLY RUN { 
EXPENSES 1 $ 2¢76 PER SQ FT 
LAND LEASE: $ 100. 

| ANNUAL CASH FLOWS 

FINANCING PARAMETERS 

30< YEARS 20+¢ YEARS 30+ YEARS 230¢ YEARS 30+ YEA 
s , R 

9.00 PCT 9225 PCT 99¢80 PCT 8650 PCT 8-00P 
T Cc 

VACANCY RATES | | 

3.00 PCT 48 36 451. A19.« S456 607. 

4.00 PCT AAT « 415. 33 36 $106 S7le 

-$.00 PCT alle 380. 348. AT Ae S366 

1<00 FCT 340. 3086 276 402. Ab 4e 

10.00 PCT 2336 2016 169. 295. 357. 

BREAKEVEN RENTAL RATES 

FINANCING PARAMETERS 

30. YEARS 30+. YEARS 30.6 YEARS 30+ YEARS 30. YEA 
S R 

92.00 PCT 9625 PCT 9650 PCT 98-50 PCT 98-00 P 
T ° Cc 

VACANCY RATES 

34600 PCT §eié6 §.22 $27 $206 4e385 

4.00 PCT 5.22 $.27 §.33 Set 5.00 

5.00 PCT $227 5.33 $2.39 5.16 5.05 

7.00 PCT $39 5.44 5.50 $.27 5.16 

{000 PCT S057? 5-62 5468 5.45 5.33



PRS FORMA CASH FLOW TASLE 

SENSITIVITY APT. DEMO. 

Us We REAL ESTATE DEPT. 

FIXED PARAMETERS PAGE 8 OF 12 

SITE 3 20004 SQUARE FEET DATE 2-14-1977 

BUILDING : 700- SQUARE FEET BLOG i 

LOAN RATIGC?: 78.00 PCT OF §$ 19S0Q0-4 

LOAN 3 $s $4625. 

EQUI TY 3 $s 48756 

FINANCING 3 30-« YEARS 9-000 PCT 

REVENUE z S$ 6.00 PER S8 FT 

VACANCY g S3e80 PCT GF LEASEABLE 

GTR INCOMES $s 174e ANNUALLY RUN } 

LAND LEASE: S$ 100-< 

ANNUAL, CASH FLOWS 

BUILDING EFFICIENCY (PCT GF GROSS) 

7$<00 PCT 78.00 PCT 80-00 PCT 82.00 PCT 85-00 PCT 

LEAN TG C&ST RATIG 

735-00 PCT 80-00 PCT 85-00 PCT 90-00 PCT 95-00 PCT 

EXPENSE RATES 
ANNUAL $/7SQ9Q FT " 

$ 2eAO 39 4e 4640 $10. $56-< 625-6 

3 224 . 268 « 333-< 375-6 418. 48 36 

3 2276 20S- 267 ¢ 308 « 349 ile 

$s 3<¢00 TJ 1366 17 46 2126 263 

$s 3¢36 -110< -60- “28 - Se Sae 

BREAKEVEN RENTAL RATES 

BUILDING EFFICIENCY (PCT @F GRASS) 

"75200 PCT 78-00 PCT 80-00 PCT 82-00 PCT 85-00 PCT 

LOAN TS COST RATIO 

753000 PCT 80-00 PCT $5.00 PCT 90.00 PCT 95.00 PCT 

EXPENSE RATES 

ANNUAL S$/S9 FT 

s 2246 $-2) $ei1 §.-04 4-98 4-289 

$s 2e64 $e 46 $236 5429 §$-23 $215 

$ 2:76 5.59 §- 49 §< 42 $236 $.27 

$ 3209 5$«84 $074 $-67 5-6} $e 53 

b 3¢36 6e22 6012 6-05 $-99 §-90



PRG FGRMA CASH FL@W TABLE 

SENSITIVITY APT. DEMO | 

Ue We REAL ESTATE DEPT. | 

FIXED PARAMETERS PAGE 9 OF 12 > 

SITE t 2000+ SQUARE FEET DATE 2-¢14°1977 
BUILDING 3 700° SQUARE FEET SLOG ! 
LOAN RATIOE 75.00 PCT OF S 19S$00- 
LOAN : s {46256 
EQUI TY t 3 48756 
REVENUE 2 S$ 600 PER SQ FT 
VACANCY £ $.00 PCT OF LEASEABLE 
STR INCOME: s 174. ANNUALLY RUN i 
‘EXPENSES 3 $ 2e76 PER SQ FT | 
LAND LEASE? S 1300. 

ANNUAL CASH FLAWS 

BUILDING EFFICIENCY (PCT GF GRESS3 

| 75<00 PCT 78-00 PCT 80.00 PCT 82-00 PCT 83-00 PCT 
LOAN T3 COST RATIS 

75.00 PCT 80.00 PCT 85-00 PCT 96.00 PCT 95.00 PCT 

FINANCING 

30-eYR 9-COPCT 205-6 2676 30d « 349 e Ail. 

30eYR 9e2SPCT 174 23S 277. 3186 380< 

30eYR 9eSOPCT 142. 2046 245. 28 6« 348. 

30«YR 8-SOPCT 268 « 330. 371s 412. 47 46 

30e«YR 8§-O0OPCT 3006 3I9ie 433 ¢ AT Ae S366 

. BREAKEVEN RENTAL RATES 

BUILDING EFFICIENCY (PCT @F GROSS) 

"15000 PCT 78-00 PCT 80-00 PCT 82-00 PCT 35-00 PCT 
LOAN TA COST RATIGZ 

75000 PCT 80-00 PCT 85.00 PCT 90.00 PCT 95.00 PCT 

FINANCLNG 

‘ 30<YR 9-00 PCT §.S9 52 49 8. AZ §.36 §.27 

30¢YR 9-25 PCT $265 $.55 6.48 5S. 42 $.233 

30«eYR 9eS0 PCT ; §-72 $61 5-54 S$. 48 §.39 

30eYR §-eSO PCT §- 46 §$.-36 $2390 $3.24 $214 

SOeYR 8-00 PCT $334 §.25 $.19 S.13 §.35



PRO FORMA CASH FL@W TABLE 

SENSITIVITY APT. DEMG oO 

Ue We REAL ESTATE DEPT. 

FIXED PARAMETERS PAGE 10 OF 12 

SITE : 2000. SQUARE FEET DATE @-14°1977 
BUILDING 3: 70Q« SQUARE FEET BLDG 1 
EFFICIENCY: 85.00 PCT¢ 595. SQ FT) 
LOAN RATIG:. 7500 PCT @F S$ 19500. 
LAN : § 146256 
EQUITY >. § 4875. 
FINANCING : 30 YEARS 9-000 PCT 
VACANCY 3 5.00 PCT GF LEASEABLE 
STR INCOME: $s 174e ANNUALLY RUN ! 
EXPENSES 3 S 2.76 PER SQ FT 

ANNUAL CASH FL&WS 

LAND LEASE COST 

s 100. § 150. S$ 2006 $ 2506 § #4300. 

RENTAL RATES 
ANNUAL S/SQ FT 

S$ 4250 “267+ “317-6 “357+ “417. -~A467<« 

S 5.40 | 12. 226 -28. -7B.« ~ 128. 

S 6000 Alle 3616 311. 261-6 21}. 

S 6260 750. 700° 650. 600-6 S50. 

Ss 7.20 1089. 1039. 989-6 9396 889. 

. BREAKEVEN RENTAL RATES 

, LAND LEASE COST 

S$ 1006 S$ 150. $ 2006. $§ 250. § £300. 

RENTAL RATES | 
ANNUAL S/SQ FT 

| 5.27 5.36 5.45 5.54 5.63



PRG FORMA CASH FLOW TABLE 

SENSITIVITY APT» DEMO 

Ue We REAL ESTATE DEPT. 

FIXED PARAMETERS PAGE 11 OF 12 

SITE : 2000+ SGUARE FEET DATE 2-14-1977 
BUILDING : 700. SQUARE FEET BLDG { 
EFFICIENCY: 85-00 PCTC S95. S@ FT) 
LGAN RATIO: 75-00 PCT GF § 195006 
LOAN : Ss 14625- 
EQUITY 2 26S 4875+ 
FINANCING : 306 YEARS 93000 PCT ) 
REVENUE .: S$ 6600 PER SO FT 
VACANCY 23 Se00 PCT GF LEASEABLE 
STR INCOME: S$ i74e ANNUALLY RUN ! 

ANNUAL CASH FL@WS 

LAND LEASE CST 

"$s 40056. S$ $80. S$ 2006 §S 2806 $ 300. 

EXPENSE RATES 
ANNUAL S/S9 FT 

§ 2e40 6254 : $756 5256 ATS 425-6 

S$ 2264 48 3 4336 28 3e B3aGe 2383. 

S$ . 2676 Al ls 361-6 311. 261. 211-6 

s 3200 268 218. {686 1186 686 

$s 3¢36 S Ae Be ~ 466 “96e ~3} 466 

BREAKEVEN RENTAL RATES 

LAND LEASE C3ST : 

S$ 100. S$ 180. S$ 200. S$ 250+ $ 300. 

EXPENSE RATES 
ANNUAL S/SQ FT 

$ 2.240 4<89 4498 5-07 5.16 5.25 

og 2264 5.15 5.23 $.32 3.41 5.50 

s 2076 5.27 $236 5.45 5.54 5.63 

s 3-00 5.53 5.61 5.70 5.79 5.88 

$ 3.36 5.90 5.99 6-08 6017 6226



SENSITIVITY TABLE 

SENSITIVITY APT+e DEMS 

Ue We REAL ESTATE DEPT. 

FIXED PARAMETERS PAGE 12 OF 12 

SITE 2 200054 SQUARE FEET DATE 2°31 421977 

BUILDING 3 7OQ« SQUARE FEET BLOG 1 

EFFICIENCY: 85-00 PCT OF GROSS 
LOAN RATI@: 735200 PCT OF §$ 19500. 
EQUITY : s 48 756 

FINANCING 3 3006 YEARS 9-000 PCT 

REVENUE : S 6-00 FER S@ FT 

VACANCY 2 3¢00 PCT OF LEASZABLE 

— PARK/OTHER: $ 174e ANNUALLY RUN i 

EXPENSES 3 S$ 276 PER SQ FT 
LAND LEASES: $ 100. ANNUALLY 
CONSTRUCTIGN AND LAND C3ST 19500- 

EFFECT @F SELECTED CHANGES IN PARAMETERS 
PARAMETER CHANGE INCREASE IN 

CASH FLOW 

INCREASE BUILDING EFFICIENCY 1{ PCT 2le 
INCREASE RENTAL RATE S «10 PER SQ FT S7e 

DECREASE VACANCY RATE 1IPCT 36 

DECREASE @FERATING RATE S «10 PER SQ FT 60 

DECREASE PERMANENT RATE «25PCT | Sle 

DECREASE PERMANENT LOAN TERM BY 1 YEAR “10-6 

DECREASE PERMANENT LOAN TERM BY 5S YEARS “61-6 
DECREASE THE LOGAN RATIG BY 3S PERCENT 9 4e 

DECREASE LAND LEASE BY 102 100. 

EQUIVALENT EFFECT TQ YIELD 
A S 100-4 INCREASE IN ANNUAL CASH FLOW 

INCREASE BUILDING EFFICIENCY BY 4e86 PCT 
INCREASE RENT RATE BY S$ QO«18 PER SQ FT 
DECREASE VACANCY BY 280 PCT 

DECREASE EXPENSE RATE BY S$ O.!7 PER S@ FT 
DECREASE PERMANENT RATE BY 0679 PCT 

INCREASE PERMANENT L@ZAN TERM BY 862 YEARS 
. DECKEASE LOAN RATIGC BY Se3 PERCENT 

DECREASE LAND LEASE BY S 100-6



Exhibit 15 

SYSTEMATIC ESTIMATION OF FORECAST ANNUAL INCOME FOR AN INCOME- 

PRODUCTNG PROPERTY | 

PART }. ANNUAL RETURNS TO INVESTOR 

. ESTIMATE POTENTIAL GROSS CASH INCOME: CASH INCOME FROM 
SPACE SALES 

B. DEDUCTIONS FROM POTENTIAL GROSS 
BASIC {. NORMAL VACANCY 
APPRAISA 2. SEASONAL INCOME LOSS 
ALA 3. COLLECTION LOSSES 
SRA 201 4, FRANCHISE FEES, DEPOSITS RETURNED, ETC. 

| C. ADD “OTHER INCOME FROM SERVICE SALES ) 

DO. OERIVE EFFECTIVE GROSS INCOME 

E. DEDUCT OPERATING EXPENSES (ON EXPECTED CASH OUTLAY WiITH- 
OUT ACCRUAL RESERVES) 
i. FIXED EXPENSES 
2. VARIABLE EXPENSES 
3. REPAIRS AND MAINTENANCE 
4, REPLACEMENTS - 

F. DERIVE NET OPERATING INCOME 

G. DEDUCT ANNUAL DEBT SERVICE 
MORTGAGE 1. CONTRACT INTEREST 
EQUITY 2. SUPPLEMENTARY VARIABLE INTEREST 
APPROACH 3. PRINCIPAL AMORTIZATION 

H. DERIVE CASH THROW--OFF 

1. ADD BACK PRINCIPAL PAYMENTS AND REPLACEMENTS 

| J. OEDUCT TAX DEPRECIATION ALLOWANCE 
PART | 
OF IMV K. DERIVE TAXABLE 1!NCOME 
INVESTMENT : 
VALUE L. DETERMINE MARGINAL INCOME TAX ON REAL ESTATE INCOME 
APPROACH 

M. DEDUCT INCOME TAX FROM CASH-THROW OFF (H) 

N. DERIVE AFTER-TAX CASH FLOW 

O. ADD TAX SAVINGS ON OTHER INCOME (!F K_ IS NEGATIVE) 

P. ADD SURPLUS FROM REFINANCING 

Q. DERIVE SPENDABLE AFTER-TAX CASH 

PART I}. RESALE RETURNS TO INVESTOR (OVER) 

| J. Graaskamp



PART it. RESALE RETURNS TO INVESTOR 

A. ESTIMATED RESALE PRICE 

6. DEDUCT BROKER'S COMMISSION AND OTHER TRANSACTION COSTS 

C. DERIVE EFFECTIVE GROSS PROCEEDS FROM SALE 

.D. DEDUCT ALL CREDIT CLAIMS 
1. SHORT AND LONG TERM NOTE BALANCES DUE 
2. PREPAYMENT PENALTIES 
3. DEDUCT EQUITY SHARES TO NON-OWNER INTEREST 

E. OERIVE PRE-TAX REVERSION TO EQUITY 

F, DEDUCT TAX CLAIMS ON OWNERSHIP INTEREST 
1. DEDUCT CAPITAL GAINS TAX 
2. ODEDUCT INCOME TAX ON DISALLOWED ACCELERATED 

DEPRECIATION 
3. DEDUCT SURTAX ON TAXABLE PREFERENTIAL INCOME 

G. DERIVE AFTER TAX RESALE PROCEEDS TO INVESTOR



Exhibit 16 

[. Elements of After Tax Synthesis 

A. Identification of profit center trade level 

B. Specification of the time line for outlays and receipts 

C. The capital budget (source & application) 
1. Construction costs 
2. Carrying costs 

D. Operating budgets (source & application) 
}. Pattern of sales revenues 
2. Fixed management costs 

3. General sales costs and investment 

E, Financing plan 
1. Credit amounts and terms 

2. Equity amounts and terms 

3. Holding power 

F. Profits classified as to type and tax 
1. Cash from operations 

2. Cash from capital gains 
3. Cash surplus from financing 
4. = =Cash from tax savings on other income 
S. Cash from reduction or shift of fixed outlays 
6. Indirect non-cash benefits 

G. Selected measures of profitability 
1. Measures of spendable cash 
2. Measures of change in net worth without sale 
3. Measures of change in net worth after sale
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fe re me Sede PN ODED 

yYOSOAS sass 

REF @ RT S zo T i CG th N UM BE R 3 PAGE iL 

MOMNTGAGE AMOIRTICATION SCHEDULE FOR FERMANENT MORTGAGE 

ene GG AMOURT L2rpsvuoc. TERM ee 

EPNTEREST RATE O.0962 MORTGAGE FACTOR O,Lo41 Cots 

Rea cul FAYMENT L3277°8,00 PAYMENTS PER YEAR 1 
EONS INTEREST O,0069 YY"E O GREATER THAN O+ 

SNMUAL INTEREST FRINCIFPAL BONUS INT 

Ve FAYMENT FAYMENT FAYSMENT BALANCE FAYMENT 

$  fG2r23. Lee7v7igs. T0009. 1264991, Oe 

© LSa723. LeLF7se. LOS73. 1254018. QO. 

3S LSeprs. i2oses. LROLZP. LA4lesse. Ce 

§ 222728. iteséi. L31is7. 1228903. om 

Go LS2728, Li827e2. 14456. 1214347. O-¢ 

6 henrea. 116881. 13847. 1198500. Oe 

, 432728, ZL5S56. 17372, Ligili2se. Oy 

GS 1132728. 122684. 17044. 1162083. Os 

S {S2728. ijLLLesi. LPVE7G. LIALeoé, 0. 
tO L3BSP?23. i69Sal. e2eOS7, LLiSBale?. O ¢ 

FoR Q FORMA 

INVESTMENT ANALYSIS QF 

CASE 4 —- BASIC ANALY 

| FOR 

ORVIL FF. ANIERSON



REF OR T SECTION NUMBER i PAGE i 

« GROSS RENT * 220893, % RATE OF GROWTH OF GROSS RENT ¢.0000 
“ EXPENSES @ 19457, oo RATE OF GRORTH OF EXFENSES .9000 
“ FOE TAXES & 24077. %* RATE GF GEGWTH OF & E TAXES ©.0000 

INCOME TAX RATE 6.3500 PROJECT VALUE GROLITH OF &.0089 
£ MACONCY RATE | o,0378 WORKING CAPITAL LOAN RATE O. 1.500 

EQUITY ETSCOUNT 90,1200 EXTRAORDINARY EXPENSES o 
RESALE COST 0.0500 REINVESTMENT RATE O,0406 
WEG CAPITAL RS ¢ O. COPITAL RESER INTEREST RATE 06.0600 
INITIOL COST # 1750000. INITIAL EQUITY REQUIRED % 475000, 

ALL ‘x VALUES ARE AVERAGE AMOUNTS FOR HOLDING PERIQU. OF i¢ YRE. 

PRO FORMA 

INVESTMENT ANALYSIS OF 

CASE 4 - BASIC ANALY 

FOR 

ORVIL F. ANIIERSON



REPORT SECTION NUMBER 2 PAGE i 

: COMPONENT SUMMARY 

TITLE PCT. BEGIN USEFUL DEFR 
DEFR USE LIFE METHOD COST SCH 

LAND 0.00 1 oO. Q $ 334004 0 
IMPROVEMENTS 0.95 1 30. 2 $ 1417600. Oo. | 

MORTGAGE SUMMARY 

TITLE INTR BEGIN END TERM ORIG FOT 
RATE YR. YR. RALC VALUE 

PERMANENT MORTGAGE 0.0762 i 27 28 8 <4275c00. 6.729 

PRO FORMA 

| INVESTMENT ANALYSIS OF 

CASE 4 - BASIC ANALY 

FOR 

GRVIL F, ANDERSON



mn PF OR T Ss & C T I QN NUM BRE R 3 FAGE I 

GASH FLOW ANALYSIS 
SOS SBOE SSO ES SOE SOS eS es ee ett cae eee ce ae et oe oe LE7S L977 L378 197? 

L GROSS RENT eeOS7a. 2208975. 220093. 220075. 
= LESS VACANCY SSS « G3a?. SSS Sas. 
J LeicsS REAL ESTATE TAXES | wAOF? « Z4OD7 ¢ 24OP 7 + AQP 7 « 
“a WSS EXPENSES F457 ¢ LP4S7. 19457. LP4a7 6 
2 NET INCOME 169000. T49700C. 169000. 147000. 
é LESS GEFPRECTATION 44991. 443891. 44371. 44391. 
Z LESS iNTEREST 1227496 W2i7SS. L20699. Lissa. 
S TAXABLE INCOME 1391. 234 ¢ BAL 4553. 
? PLUS DEFRECTATION 44891. 44991. 44991. S439l, 
@ BESS PRINCTPAL FAYNENTS LO00?, 10973. E2089. 13267, 
12 CASH THROW-OFF 36272. S4272. O6272 « S4E27 26 
12 LESS TAXES : 487. B24, 1134. L5e9, 
13 LESS RESERVES AT 3000.000 3000. 3000- SO00,. SO00- 
14 CASH FROM OQFERATIONS 22735 ¢ S2448. S2073 » S147 3+ 
25 WORKING CAPITAL LOANCCUM &) 0+ . Oe O- O-+ 
16 PISTRIBUTABLE CASH AFR TAX 5278S + 52448. 52075 ¢ 51473. 
17 TAX SAVING ON OTHER INCOME om om om Oe 
18 SFENDARBLE CASH AFTER TAXES S278S ¢ 52448. 520765 + S1LE73-¢ 

PR O FOR M A 

INVESTMENT ANALYSIS OF 

CASE 4 - BASTC ANSGLY 

. FOR 

ORVIL FP. ANDERSON



mR EF OR T S&C T —T QN NU MBE FR 4 PaGe 2 

VeSH FLOW ANALYSIS 
MMII meee mee 1976 1977 L978 1979S 

MARKET VALUE 
Ly BY METHOD - 6 - AT 0.01506 177462590. 18028694. 1829937, 1as7ses. 
eo LESS RESALE cast 20687556 LO8i74. 109796. 111445. 
oa LESS LOAN BALANCES L264991. L254CiS. 1241999, LezSacs. 
we FLUS CUM. C&SH RESERVES 3000. E180. FOGL Loa24. 

eS 8/748 TAX HET WORTH 407634. 4466552. 467792. SS302654. 

24 CAPITAL GAIN (Ir SOLE) —~35454- S4g02, 104815, i75506, 
a Car ITAl GAINS TAX ~GH201. 6HO0Sea, 138442, SOF LS. 
2G TeM PREPERENCE TAX om LO8d. oSSi. LiSsod. 
a7 SMCOME TAX ON EXCESS DEF O- om 0. Oe 
2 TOTAL TAX ON SALE -2170, L2G + 24703, 42S7E 6 

2? AFTER TAX NET WORTH 4O9385S+ 4359757. 462559. 46975ce. 

FR QO FORMA 

LNVESTMENT ANSLYSIS OF 

CASE + - ASIC ANALY 

POR 

ORVIL FP. ANDERSON |



REF O R TF S EC F § Q N NUM BER 7 FAGE I 

YESR OF ANALYSIS 
cris 20m gts tg 00 sats Sb corr eget sone sets ss ses coos soot ects ee os Lo97S 1977 97S L977? 

MODIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 

42 CUM. AFT TAX SPENDABLE CASH S27 B06 S/7/201. LOSSLT. L4liss. 
44 MOU. I.ReR. ON QRIG EQUITY ~O4F3L0 -O+-6229° ~-G.S986& ~—-0.2615 
45 MOU. IT-R-R. ON Cum. EQUITY “O.9310 -O-.6239 -O.59864 —-0.2616 

RETURN ANALYSIS WITH SALE 

46 CUM, CASH LESS ORIG EQUITY ~S4530, SLPS. PisioO. Lo4o71. 
4/7 CUM. CASH LESS CUM. EQUITY ~S4330. SLISS7 « 92310. LS4071. 
4€ MOL IT.R«R. ON ORIG EQUITY ~“O4O727 0.0351 0.0604 0+0728 
8 MON I.ReR. ON CUM. EQUITY ~O.O727 0.03531 0.90604 0.0726 

PRO FORMA 

INVESTMENT ANALYSIS OF 

CASE 4 ~ BASIC ANALY 

FOR 

CRVIL F. ANDERSON



REF OR T S Ec tT Ioan NUM BE R J FAGE 3 

Sasn FLOW ANALYSIS 
ot tog Rina st em ece se L380 L981 1332 1[?ess 

1 GROSS RENT eeOB9S. 220895. R20S8SS3. B2e0osges. 

a LESS VACANCY . 8339, B359. 83539. S337. 

3 LESS REAL ESTATE TAXES LAOS?» 24097. 24097. L4OP7 « 
4 LESS EXPENSES 19437, L9457. L?PASZ » L°457, 

og NET INCOME 169000. 167000, 259000. LEP OOO. 

6 LESS DEPRECIATION 44S9i. 44991, 4431, S439 1+ 

7 LESS INTEREST 118272, 11S891. 221453556. i218é604. 

8 TAXABLE INCOME JOS7 ¢ 728, 8754 » Lod2s. 

> FLUS DSPRECTATION 44991. 44591, 449971. A4B2l., 
10 LESS FRINCIFAL FPAYMENTS 14436. LS8a7, L7 372. LFOaAA, 

LL CASH THROW-OFF 36272 + SOn7 2 SER7 Rs S6n/72 4 

Le LESS TAKES ~wO4d,. ma + 3O&4, 34-4? 5 

13 LESS RESERVES AT 3000,.000 300. 53900. 2000+ SOOO. 

14 CASH FROM OQFRERATIONS SL229. 39742. 50208. 2FTGLS. 

to WORKING CAPITAL LOANCCUM 8) O. O. O. QO. 

16 DGISTRIBUTABLE CASH AFR TAX SL2RS9. SOV42. SOURCE. 2S SE23 6 

17 TAX SAVING OQN OTHER INCOME 0+ O. O. O-+ 

13 SFENDABLE CASH AFTER TAXES SLR227. ZO7 AZ. wO2O8. 2623. 

FR Q FORMA 

INVESTMENT ANALYSIS OF 

CASE 4 - BASIC ANALY | 

FOR 

OeVIb Ff. ANTERSON



REP ORT SECTION NUMBER 4 , PAGE 2 

CASH FLOW ANALYSIS 
coer ect aed Set eee tees eet et et ct ee ott et ee ee cet ce oe L380 Toei Le7SB2 LYBS 

MARKET VALUE 
19 BY METHOD - 6 ~ AT O.O0150 1885247. 1913526. 17942229. 1971362, 
20 LESS RESALE cost LLiBLid. 14812. 116534. 4118282. 
21 LESS LOAN BALANCES LOLAB47. LiSB8500. LiSii2s. 11462083, 
29 FLUS CUM. CASH RESERVES LS911. 20926, A519, AQ ES2, 

23 8/4 TAX NET WORTH «7469S. «= B1140. 669749, 720687. 

24 CAPITAL GAIN CIF SOLE) 246586. Zisose, Bepge2e, 4462205, 
O55 CAPITAL GAINS TAX AZ1L52, SESS. 62238. S0536. 
26 TAX PREFERENCE TAX 16994, NOZ54, O97 4%, 22165, 
27 INCOME TAX ON EXCESS DEP oO. 0. QO, O. 
2g TOTAL TAX ON SALE 60146. 730L5, SH999, LL4051. 

29 AFTER TAX NET WORTH S14550, S43i26. 373765. 606638, 

PRO FORMA 

INVESTMENT ANALYSIS OF 

CASE 4 - BASIC ANALY 

FOR 

ORVIL F. ANDERSON



moa F OQ RT S&C T | ON NUM ERE R 7 PAGE 2 

YEAR OF ANALYSIS 
s00p CSSD ENED Gict SOR SUD SSG GERD AGED G0 SSD Stet Stet caer coat scat ot oe: 19°80 1S8i 192 19783 

MOUIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANGLYSIS WITHOUT SALE 

42 CUM. AFT TAX SFPENTDABLE CASH 190883. 222478. 266035. si1420. 
44 MOl. IRR. ON ORTG EQUITY “O.1756 -O.11988 -O0.0795 -O.031¢ 
AS MOG. T.Rem. ON CUM. EQUITY “O,i756 -O.11E8 ~-0.9795 -0.,905135 

RETURN ANALYSIS WITH SALE 

46 CUM. CASH LESS ORIG EQUITY 220433, 290604, S64B801., 44anr3. 

" 47 CUM. CASH LESS CUM. caUurITy 220453. 290604. S64801. 443258. 
4S MON F.R«R. ON ORTG EQUITY Oe O7 PR 0.0828 0.0845 O.,O8R? 
AP MOO I.keRe ON CUM. EQUITY O,O0792 O.Q828 0.9848 0, 0859 

PR O FORMA 

INVESTMENT ANALYSIS OF 

CASE 4 - BASIC ANALY 

FOR 

QRVIL F. ANDERSON



REF OR T SEC fT I ON NUM EBE R 3 MAGE 3 

CASH FLOW ANALYSIS 
COE S002 SD NS So Set It et et tt es se oe et 1984 L?e5 L98s 1978 

£ GRCSS RENT 2oO8PS., 220895. 220893. 220993, 

m= LESS VACANCY 8339. S339. 8439, S339. 
3 LESS REAL ESTATE TAXES Z4OF7 + BIOS? « 24097. Z4aOP7 + 
4} LESS EXFENSES ’ 19437. L9457. L947. LY4a7- 

3 NET INCOME LE°QOO0. 1649000. LsF000. LSEP7OOQ0, 

6 LESS DEFRECTATION A4Soi. 44891. §4071. 44071. 

- LesS INTEREST LilSSi. 109841. 109841. 120699, 

Oo TAXABLE INCOME L2259., 1424¢. 14268. S410, 

? PLUS QEFRECIATION A4BSel. 4AASei. S4a9l, s4O91, 

10 LESS FRINCIFAL FAYMENTS 20373. eeel87s ee 7 + L202, 

ZL CASH THROW-OFF 362724 S346272. SEhR272 4 36272, 

Le LESS TAXES A291. AOPA, APO, Li?4, 

13 LESS RESERVES AT 3000.000 3000. 3000, 3000. S000. 

14 CASH FROM OQFERATIONS 23orei. 2273. eos 32078, 

£5 WORKING CAPITAL LOANCCUM &) QO, OQ. QO. O+ 

Ls MISTRIBUTABLE CASH AFR TAX ~B9S1. 28273, 282793. DL078. 

Lf TAX SAVING ON OTHER INCOME 0. Oe QO, 0, 

18 SPENDABLE CASH AFTER TAXES 2981. 29278. ~Ooe7B, 32073, 

PR 0 FORMA 

INVESTMENT ANALYSIS OF 

CASE 4 - BASIC ANALY 

CRS 

QORUTIL fF. ANTERSON



RK EF OR T 5 —E C T ION NUM BE R 4 FAGE 3 

CASH FLOW ANALYSIS 
cist S00 S020 So tet tt aes oe et te ee at ce et ee ot 19°84 L985 Less 1S78 

MARKET VALUE 

19 BY METHOD - 6 - AT 0.0150 ROOOSS2. 2OSO0946. 2030946. 1829757, 

20 LESS RESALE COST L2005S4. L2iSs7. 1213857. LO?P79S- 

2i LESS LOAN BALANCES 1241206. LLLSsile. 1118319, 1e4irses. 

awe FLUS CUM. CASH RESERVES 34474, SP B42 6 S754. PUL + 

23 B/4 TAX NET WORTH 7741435. 8380313. 830213. 4877602. 

24 CAPITAL GAIN CIF SOLID DoIBP2. GOFPSS. 4607976, ic4Sis. 

2 CAFITAL GAINS TAX 93h0S- LO6399. LO6399. L3G42. 

26 TAX PREFERENCE TAX 385617. +4100, 44109. SOG61L¢ 

md INCOME TAX ON EXCESS [IEF QO. Oe O- Oe 

28 TOTAL TAX GN SALE LS2223,. LSO0499. L3O493., 24703. 

29 AFTER TAX NET WORTH 641922. &79314. 679814. AELOSD. 

FP R Q FORMA 

INVESTMENT ANALYSIS OF 

CASE 4 ~— BASIC ANALY 

FOR . 

ORVIL Fe. ANDERSON



REF OR T S Ec TION NUMBER 7 FAGE 3S 

YEAR OF ANALYSTS 
cibd SET SAS SOAS SEE ST SS ed sg SOS Set Snag nt So oe ce ote 13784 LSS 1985 19783 

} 

MOQYIFIED INTERNAL RATE QF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 

4i CUM, AFT TAX SFPENDABLE CASH 359298. 409134, 409134. LOGali. 
44 MOOD, I.R«R. ON ORIG EQUITY “O.,0305 ~-O,01498 -0.O01498 -0.4996 
45 MOO. IRR. ON CUM. EQUITY “O,0205 —-0.0148 -9.0245 -G,3796 

RETURN ANALYSIS WITH SALE 

46 CUM, CASH LESS ORIG EQUITY weoeed+ GLlSPFaP., S§13949. PL3LO. 
47 CUM, CASH LESS CUM. EQUITY weOeeOd., GIZP4HY, SLS94?. PLSLO, 
43 MOO T.a.Re ON ORTG EQUITY 0.0964 0.908355 C4005 0.004% 
49 MOU I.R.R. ON CUM. EQUITY 040864 0.0845 OCS 4a 249604 

STOR -~ 

needy



BUN MEA 
ENTER INPUT FILE NAME 
XCASE4,554 : 

REP OR T SECTZaN MUM BE R ° mS Oer 

QEPRECIATIGN SCHEDULE FOR SHELL. 

TNITIAL COST 644385, | 
CEPRECTATION METHOX 4 PERCENT DEPRECTASLE 0.990 
USEFUL LIFE 30. HEGINNING YEAR i 

ONNUGL CUMULATIVE CUMULATIVE 
YR ner, STR. LINE ACCELERATER ExMCESS 

1 F3949, 19332, B2O19, teeee, 
2  soses, 29443. 62928, aaiga, | 
Zz 29078, E7GOR, O1005, ZEPL1, 
$ 274824, PIB2S. LLO529, 42003, 
§ 2462423, 94458, LAEP72. Ayia, 
4 Rapa. 115999, LTOFOS, SAF LL, 
7 23584. 135321. 19AZO?, MOCE 4, 
Q pneoo. 154652. 2142897, ENE3B4, 
9 35575, 175934, 2732482, SALTER, 

2o 0 6 RoS06. LOSSLG. 259552, SEQER, 

DEMSECTATION SCHEDULE Fom ELECT 

ZENITIAL cast 247992, : 
ZESRSOTATION METHOL 3 SSR CENT TERR ECLABLIE O,°36 
UGETiL LIFES 3, SEGINNING YEAS 2 

AMMUAL CUMULATIVE CUMULATIVE 
vn CEP, STR, LINE ACCELERATED EXCESS | 

L =ant4e, Zigo4a, eOoae, Leapda, 
2 49827, oz648, SL9O75, Ova, 
S  orrire, DEAT, Loso47, 26775. 
4 43782, woroes, L5L19, Oto g, 
s 25248. L59L00, LT Sts. ~TOnT, . 
5 88ase, ~2ogasg, QDs , “425 
7 RER4e, reors3. Snar4s, ES™ Ss, 
2 fmeag, SEIE9D, AEGIS , a 
; on De De poe 

Le Q, Q, Cy o,



R Er OR T S&— CQ T IT QN N UM BOE R FAGE 2. 

REPRECTATION SCHERULE FOR HEAT & AIK CONE. 

INITIAL COST mGd374. 

MEPRECTATICN METHON 4 PERCENT DEFRECTABLE 0,959 

USiPuUL LIFE LS BEGINNING YEAR i 

ANNUAL CUMULATIVE CUMULATIVE 

YR QEF,. STR. LINE ACCELERATED EXCESS 

Lt 2883. 1S8i3ec. 28639. LOSOL. 

5S 24193. otb1 Se 77015 6 2OL9d. 

4 S073. fad ¢ PS4ASL. waPae s 
w LBS POs FOSSIL, Li7281. moO De 

& 14911, LOSSao. L341¢3. Loaoés. 

7 LS320. L26968. L4e°a1s. Ra end “had 

GS Log20+ Lasios, L464033, Lea ¢ 

GF 25520. 160243. LQQLSS., BGP OY? - 

ZO Las2o. L91L1SE3. LSS473. LqOeo, | 

UEPRECTATION SCHEDULE FOR CETLING & FLOCA 

PSNTTIAL CGST 1O381i8, 
MEPRECLTATION METHOL 4 PERCENT DERFRECTAGLIE O, P80 

PoEPUL LIFE 10. BEGINNING YEAR A 

ANNUAL CUMULATIVE CUMULATIVE 
YR Nik, STR. LINE ACCELERATED EXCESS | 

L Loo72. F363. 1SS73. mF be 4 

me LS2S7. LP725. wBso?. FOS4, 
S ii2sil. aPI38d. . 490061, LOAP Se 

4 PUGS. ordi. APb624, PULP S. 

a Gilsé?. 47ita. wr/ Pl, mA Pe» 

3 SL 67. weld. SUP SP + 6SP3R. 

7 Sis?. SPOS, 742s. 3037 » 

3 S257. 7O902. S229 8. OoPl, 

° Olé? , c3/8h4. 90450. L&96,; : 

19 CLS? + PEGA? + PEGL ¢ pe



mE F OR T SEC T I 2 Rk ye oU M BE OR 9 Peg S 

DES REOCIATION SCHSMULE FOR FAVING 

Bivd LOL COST POO. 

DeESRECIGTION METHOD A PoROENT DERPRECIABLE 0-949 
VSErUl Lire Lo. FEGIANNING YsoSirs t 

ANNUAL CUMULATIVE CUMULATIVE 
YR MEE STR. LINE ACCELERATED EXCESS 

1 LSsee,. 7689+ LeoOo. we + 

eo il47s. LoGOO. mAG7S 4 POPS 
2 Pas ma POO « SAP? . LLP 7S 
at S291. 30600, AGOLS, TR4AL?. 

al 7O4?/ « SE L25O. wuOG? + Lisi’. 

& uP POs ABP QO. WOOT? « LOLS?7. 

7 aia BO 6 61147. 7517. 
2 wiide : 1200. 66278 + wO7R. 
? wid ke S850. 7LOSF » a? ¢ 

10 while AEGOOD « 7OSO0» Ce 

TEPRECTATION SCHEDULE FOR ROOF 

ENITIAL COST LAasi?. 
MEPRECIATION METHOD 4 PeRCENT GEPRECTASLE 1.000 

USEFUL LIFE Loe REGINNENG YEAR 3. 

ANALES LL CUMULATIVE CUMULATIVE 

YR DEF + STR. LINE ACCELERATED EXCESS 
i L432. Pe L4a2. ATT? + 
=x L289. LEO?. wha Sit. 

3 1240. 2oG4. SOO. LOL. 
4 O44, 4318. AGL 4. 1106. 

os PBS. 4V7S + WoO» 1091. 

b S46. 3/286 &709, PBR + 
7 S4é, 6632+ Pde ¢ 873+ 

S464 7O37 6 8400. 7O4 + 
? B45. Gal. FLAS. 654, 

LQ B46, PB4é,. LOO9l,. 4S «



REPORT SECTION NUMEER. 3 RAGE 4 

“NEERECTATION SCHEDULES FOR FEMCE & SIGNS 

IMITIAL Cast LABLP. 
NESRECTATION METHSE 4 PERCENT TEFRECIABLE 0.960 
USESUL LIFE L5. BEGINNING YEAR ‘ 

ANNUAL CUMULATIVE CUMULATIVE 
YR DEF, STR, LINE  ACCELERATEE EXCESS 

L 1432. QE, 1422, FS, 
2 4 f2ee, LFS, O71, L002, 
o 1160. ser Te SOL L308. 

4 LO44. SADT AGA 4. 14908, 

cy O39, BIPS, 5064. L468, 
S B4ds. SSeS. EPO , Say 

7 PG1 6014, 74879. 1456. 

Bp 685. | 6873. S155, 1292, 
9 676. 2732, 8831. L089, 

10 EFS. S594. S507. — 945. 

NEPRECTATION GSCHELULE FOR FAREING LOT LIGHTING 

THITIAL COST LO7F40. . 
QEPRECTATION METHGE a PERCENT DEPRECTABLE 0.900 
USSEUL LIFE 45. REGINNING YEAR 1 

AHNUGL CUMULATIVE CUMULATIVE 
VE TIE, STR. LINE ACCELERATED EXCESS 

1 LO74. S44, L074, 430, 
2 O47, L299, DOAL. 752, 
3 870, L933, 2941. O77, 
4 VOR, 25°78 , ZE9Z, Liié. 
5 FOS. BI22, AZPS, L176. 
é 634, ZBG6. BOSD, L166. 
7 S71. 4asl., S603, L092, 
5 Bia, eis. ALL, Pie 

9 SOF. EGOO. E624. Q04, 
40 SOP, 6444, 7LBie 6O7-



REP OR T S&C fF I aN NUM BER 8 FAGE 1 

MORTGAGE AMORTIZATION SCHEDULE FOR PERMANENT MORTGAGE 

MORTGAGE AMOUNT 1275000. TERM 2g 
INTEREST RATE 0.0962 MORTGAGE FACTOR O-.LOsTOCGS? 
PFERTOO FAYMENT 132728,.00 PAYMENTS PER YEAR i 
BONUS INTEREST 0.0000 TYFE O GREATER THAN Ce 

ANNUAL INTEREST PRINCIPAL BONUS INT 
YR PAYMENT FPOGYMENT PAYMENT BALANCE FAYMENT 

1 122728. Lsae2719. LOOOF. 12449791, Oe 
ae LSe/728. L2i7ss. LO973- L2G4013. QO 

S$ 132729. 120699. 12029, L1241°8%,. on 
4 132728. 119541. 13187. Lee28eos,. + 
3 132728. %Lis2e7e. 144354. 1214347. 0+ 
6 132728. 116831. 15847, LiPasoo. Oe. 
F 232723, L1iSsss. 17372. LLi8liss. Oy 
8 132723. 112634. 19044, Lieeoes. C, 
9 232729. Liles. 203738. Lisi2cs. oe 

1G 6 SR7RSB. | CULL OPE4L. 2eGor, LLISaie. Se 

PR Q FORM A 

INVESTMENT ANALYSIS OF 

CASE STULY 4 

r OR 

CRYVIL FP ANDERSON



REPORT SECTION NUM EER 1 PAGE f 

* GROSS RENT % 220993, % RATE OF GROWTH OF GROSS RENT o.cent 
“ EXPENSES ¢ 19457, & RATE OF GROWTH OF EXPEMSES O.0cen 
x R E TAXES # 24097. x RATE OF GRGNTH GF FR E TAXES o.¢n7¢ 

INCOME TAX RATE ©.3500 PROJECT VALUE GROWTH OF BO00C 
£ VACANCY RATE 9.0278 WORKING CAPITAL LOAM RATE 9.15C3 

EQUITY DISCOUNT 0.1200 EXTRAQREINARY EXPENSES : oy 
RESALE COST 0.0600 REINVESTMENT RATE | 0.0600 
WNG CAPITAL RE ¢ CO. CAPITAL RESER INTEREST RATE 0.040 
INITIAL COST € 1764347. INITIAL EQUITY REQUIRED  & 49367. 

ALL Ok’ VALUES ARE AVERAGE AMOUNTS FOR WOLEING PERIOD. OF 10 YRE. 

FRO FORMA 

INVESTMENT ANALYSIS OF 

CASE STUnY 4 

FOR 

ORVIL F ANDERSON



PEP OR T SECTION NUM EF " PAGE 4 

COMPONENT SUMMARY 

TITLE PCT, BEGIN USEFUL DEFR 
| NEPR USE LIFE METHOS cosy SoH 

LAND 0.00. i O, Q # Srr4g0. 0 
SHELL 0.90 | 30, 4 $ £44385, 0 

| ELECT 0.95 it 3, 4 h 247990, O 
HEAT & AIR COND. 0.95 | 15, 4 b 296394, © 
CEILING & FLOOR 0.95 | 10, 4 6 103918. ¢ 
PAVING 0.35 tf LO, 4 & 90000. 9 
ROOF 1.00 ft 15. 4 8 LAB19, O 
FENCE & SIGNS 9.90 | L5. 4 " A819, 0 
PARKING LOT LIGHTING 0.90 1 15, 4 % LOF40. © 

MORTGAGE SUMMARY 

TITLE INTR BEGIN END TERM Je@rg POT 
RATE YR. YR. ALC VALUE 

SERMANENT MORTGAGE 0.0962 i 28 28 & 4275000. 0.723 

PRO FORMA 

INVESTMENT ANALYSIS oF 

CASE STuny 4 

OST AMT rm say



REP GR T sk&—C T ©§ ON NUM BER 3 FAG ft 

CASH FLOW ANALYSIS : . 
fete doon ear deve Seventh son vee Rovedicerdpvendpver ors Bree posed one Rove loner L977 Lo79 1°83 L>38s 

1 GROSS RENT enQ89S. 2203973, 220875. 220875. 
a LESS VACANCY 8339. BUGS. S33, SoS? 
3 LESS REAL ESTATE TAXES 24097. w24tO97 « BAOP 7. BAOP7. 

LESS EAPENSES LP457-. 194576 LPAS?, L?457 > 
(5) NET INCOME 169000. 167000, 167000. 1697000. 

4 LESS DEFRECTATION 144118. 109642, SO408. JOSS. 
7 LESS INTEREST L22719. 1aoegse9. 1293856. Lo38sEedsl, 
8 TAXABLE INCOME “97835. ~“GLlS4$2. -26663. Gad. 
? PLUS DEPRECIATION L441i8. 1G?s42. SOgOo, SO? RS. 

10 LESS FRINCIFAL FAYMENTS LO009,. L2029. 17372. eeaas + 
Li CASH THROW-OFF SbR27 24 SE272. S6n72. SOF ae 
12 LESS TAXES 6728. LoS? . Oe B37? . 
Ls LESS RESERVES AT 2000.000 SO0O0% JOGO + 3OO0% 3000. 

L4 CASH FROM OFERATIONS 2G544, SL/15- SbeS ee 30393. 
1S WORKING CAPITAL LOANCCUM RB) O- om + OQ. 

146 DISTRIBUTABLE CASH AFR TAX Hoo44- SL71LS- Bee? 2, SO3e3, 

X TAX SAVING ON CTRER INCOME Stead. wha. F332. Oe 

SPENDABLE CASH AFTER TAXES 6S0/7o7, wliSs,. 42EO48, SOSPS + 

PR QO F OR M&A 

INVESTMENT ANALYSTS OF 

CASE STUY 4 

FOR 

DRYVTIL F ANDERSON



REPORT SECTION NUMBER 4 PACE | 

CASH FLOW ANALYSIS 
Stor ttt emcee 1977 L379? {SES 19eS8s 

MARKET VALUE 
19 RY METHOD - 6 - AT 0.0150 1790833. 1944940. 1958174. 2047620, 
20 LESS RESALE COST LO7450. 2410673. 117570, 122857. 
21 LESS LOAN BALANCES 1264991. 1241989, L1Sli2s. iLiszie, 
22 PLUS CUM. CASH RESERVES ZOO0, C551, REi92. 39542, 

B/4 TAX NET WORTH 421392, SO1824, 484737, 345986. 

24 CAPITAL GAIN (IF SOLE) Q280. E740. FOLLS9. GEP3SS. 
25 CAPITAL GAINS TAX 1449, 41594. 122705, i7si4a, 
25 TAX PREFERENCE Tax S01. 27827, Strat,  72BSa, 
27 INCOME TAX ON EXCESS DEF 19199. 3901, cazee, 29822, 
23 TOTAL TAX ON SALE 21269, 99a2s, CIOPaa, 27agLy. 

AFTER TAX NET WORTH 400123. 403400, 473993, S71a7O. 

PRQ FORMA 

INVESTMENT ANALYSIS OF | 

CASE STULY 4 

FOR | 

CRVIL FP ANDERSON



REF OR T SEC tT I QN NUM BE R J FAGE 1 

Year QF ANALYSIS 
wt SB a et ae ete ee ett ee ce Ler? Lory 139e3s L986 

BEFORE TAX RATIO ANALYSIS . 

30 RETURN ON NET WORTH B/4 TAX -0.90649 9 2¢2&73 O.1338 O,1174 

Si CHANGE IN NET WORTH B/4 TAX <-S7973, QiGa? » AVEIS0. 96499 

~ CASH RTN QN ORTG CASH EQUITY QO.0741 o.O741 O07 44. O,0741 

rERCENT QRIG EQUITY FPAYSACK 0.90542 O17 FO 0. FOS Oo. 54467 

34 PRESENT VALUE OF FPROJECT T468S62R2P, LPLSZOG. LFSO2P?. L7SSsco.



CEP OR T SECTION NUM REE R é PASE 

‘ 

YEAR OF ANALYSIS 
cosy S05p SOx SEE SoS GOOD SSO ove set ses omy et SE ott tes ce at {977 1979 t9QS T7es 

AFTER TAX RATIO ANALYSIS | 

3 RETURN ON NEW WORTH AFT TAX -0.0582 0.14465 0.1456 0.41269 
34 CHANGE IN MET WORTH AFT TAX -88623. ‘3799. i583. 43649. 

CASH BTN ON ORIS CASH EQUIY 0.1242 9.1087 0.987! ec.0621 
PERCENT ORIG EQUITY FAYSACN 0.1242 ©,34839 C.7227 99,7340 

37 §ESENT VALUE OF PROJECT L586527. LSPPATF, 1726324, 17BUSZ. 

MET IMCOME-MARKET VALUE RTC 0.0944 ©.0915 0.0863 O.O8R2% 
eY LENDER BONUS INTEREST RATE 0.0900 3.9000 9.0093 a.9e90 

E>» SEFAULT RATIC 0.7980 0.7980 9.7960 90.7930 

PRO FORMA 

INVESTMENT ANALYSIS OF 

CASE STUDY 4 

To 

SRUTL PF ANTERGOM



REP OR T SECTION NUM EER ? FACE 4 

YEAR OF ANALYSIS 
Sot G00 So StI So Stet Me ee ecm a se tt eet oo ott | 1977 197 FS LeS3 ° L3&s 

MOEIFIEN INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSTS WITHOUT SALE 

44. CUM. AFT TAX SPENUABLE CASH 60787. 181607. 430079. 4é22477. 
44 MOD. IVR.R. ON ORIG EQUITY ~-0.875E -G.2814 ~-0.0183 0.0244 
45 MOD. IRR. ON CUM. EQUITY -0.8758 ~-0.2614 -O,0183 ¢.0244 

RETURN ANALYSIS WITH SALE 

46 CUM. CASH LESS ORIG EQUITY ~-28457, 95641. 414705. 704780. 
47 CUM. CASH LESS CUM. EQUITY -28457. 95641. 414705. 704780. 
42 MOD I.R.R. ON GRIG EQUITY -0.05@2 0.04613 6.0916 0.0932 

CP) MOU IT.R«R. ON CUM. EQUITY ~-0.0582 0.0613 0,0916 0,093 

STOF -- 

Ready



Reorinted with oermission of Dr. Michael L. Robbins. CRE. President GRAASroot Real Estate Counselina. Inc. 

| 47f0uT Forms 
a we 

Project Title User Name 

tree 10, Sree ee oEeenegeeEerrnerms |OCf eee ene ee | eg ees | C ir, é i 

Starting Year Data Sets Classification % Owned Yr. 1 Holding Period Units/Year 

ry 20, eaten  f re eerie Cf es ep ees CE eT } ‘ 

Back-Door Back-Door Loans Investment Default B/4 Tax Beginning Year End Year 

30, ‘ . . eo eee CO 3 8 eeeeryee rennet rcp Default Ratio Cash-On-Cash Year % Change Equity B/4 Tax Reserve B/4 Tax 

vesewen ane ranmnemernamnamyanenind, 40, i eens | fl erence fF ieee,  & er rr dneaatententaie ayy yTERANiatamemednepenaeins pp eee mariner cee 
Fixed Income 2 3 4 5 

eee rere 41, on pipiens Of ervey OL SE EEeepeieserenerenseny 2 «F inte oF ye eres eee per 
6 7 8 9 10 

42, 4 t an — ee are ntaptncineenincnsieysemepwerumianemnemeemramapemisis fea cep ges 
22 12 13 14 15 

43, . # « _. ee wee 8 ee . pena Cf pn ence 8 
16 17 18 19 20 

engin er de 44, er rete OCF ert ree CC rrr eet ernereesmemnng  & nr rs FL 

21 22 23 24 25 

gegen eee 350, re re nye yearemnantro Ghee é pp ‘ re cy S —er—e é i re gare reereneere a reer tener gree, 

Variable Income 2 3 4 5 

eee Sl, ea Feet ernie fe, rns Fe 
6 7 a 9 10 

ae $2, rte emenens  f neeerenerneceee fee  , t a ctrerercrecnntreetemmmny Fe ee ee 
11 12 13 14 15 

ee $3, rrr ettreerenricntitteremarmnam Fe it erences fe 
16 17 18 19 20 

54 : a a percents mae rere eee, Serer eres tent emnaetetentemaraenpreseremsaitepsagie peace rr reer nr 21 22 23 24 . 25 

jes G0, REEL Cf rrr fe eee | errr recent ttttinteteecmeremmeneme Fate er 

Vacancy Rate 2 3 4 5 

eg eee 61, eteattataetatattfyattaaensatrmimeeierenammrmrrmatenmmemmmra Fc area ree | neal ences terererentamemmmmammetme Fe cy ee 

6 7 8 9 10 

re 62, rrr a, it nner ven ca pe 
a1 12 13 . 14 15 

aera rere 63, a neeaenemeemennccneemmeee Foot er nerretiereesereiremenrmmmememements fe ge, rr gg pe eee ee 

16 17 18 19 20 

cere cetacean 64, eee yeiteeene, Ff erties eircom Cf etsy  & greater eres re cederpntnt dy eerun EL 

21 22 23 24 25



ar 70, Pt PATE Berne ernie re at lp ED err cere er Fenty pC are re sp re ee i cS 

Real Estate Tax 2 3 4 5 

eterna Ti, renee rereenenteninerenrimanernaapreemccmceercerns Ff pais tateemnraeieemarenrpineyirnsnere nena S Oe errnnenn eeeennnemnemscinaners — §  Seeppenepceeninrnirs OA SNS ane cr sn n 

6 7 8 9 10 

72 a . oF nmrsmrnmasenmennmermcerenmnenrinreenemncemcancanmey — F Serinreentaiiatentnh EL AED Ft eeennmeeepememremimrnareiemimaaiearsapremcmmmae — f_piendeendeenpen ears Pest 

ll 12 13 14 15 

73 e peettceanererevitacearsammnntiraanescpmresiiy, Faun rarer are SPSS Fetter nero Parr EP 0 eeereiinpeeirriencinimenccineammmmanremavem — § — auangarennarn-emreassirSe erate arene rN 

16 17 18 19 20 

74, a secrete pert peewvvssnmmmm  §  empanrewrenreaenmarerpeinannmnrrerranammamammearamncmirecrarmmmmarices |) ntamaneeenarenppaneeanntf Sarr SCOR ee 

21 22 . 23 24 \ 25 

Oc a Fn 
Fixed Expenses . 2 3 4 5 

. Sl, eens (Femme renyenenivaceimepanmamainmmnas  §  ntbennente nen se Rt er OF etrrereenarineienercenmemecreincammeimmcrepciemmamams ff dapngieeniqmmentesrry letra nen er A 

3 7 8 9 10 

etme 62, rte neeee (§  eewnmmanenaenwninnterrementemainrensrrecerccresceas  §  eeemareenenenane natant ent erence mmemememctesceents Ferenc renin retains SOOASASPR 

11 12 13 14 i5 

83, a f _ —_ re a peepee ikea rete ie fet d EIEN tnneSPSSAD 

16 17 18 19 20 

84, a . é . maa ean Center pemmnnceemmernmmyemrvemmmmmren, cite emrerrsemn A A 

21 22 23 24 25 

eee reorenpeiaeanasnaieema 90, per eerecannnennnnpenetiaaatntemeevammremmimereemniinis — FqemshemntedSSOAmNdr rupnarain SPSS errr ertnmmannene—meeamnamanmmiicicemaccssmmmances fF gimmmmnienpifsed nin rrr ee POST PESO peter hase lO 

Variable Expenses 2 3 4 5 

qeesteeerenanenrenemrererfenieeiante 91, rr venernrnrenenasavscveramemmany — foeanreeemnyningeseepetnies renames RP F eerenmenareenennenreerrerricinmncnnrseinmrenmimns 6 Sana TERRA Ran ARPES a pp reserpine 

6 7 8 9 10 

eee 92 * ” ne enmpmarenarentereenammrinpmraeraimamcecseainsieearanass 8 | (aA irEpyS.riAtA PSP SPAS OF cperemeptgetenge npg cement saeennanenemeqcinemensemrenrsasicimmraamm © Shgvanggunsa hirer rr PAS te eer re Pa yD 

ll 12 13 14 15 

93, pmemgeennnanamareevenee fae pe pent preening —eeemeeprumenemmemnverucines | qemubennenenensneenapnnsonnrin thas STAAL Pn tera A ps i eee 

16 17 18 19 20 

94, a ere ereepeenemreticeniiianaies Femme eS NED mre eeeermninrerennencmeme Ff ermsemeneememenrnete emery rnereneenarn ene PI Becerra peer an er a OS OED 

21 22 23 24 25 

| 100, po 
Discount Rate Income Tax Rate Feinvestment Rate 

101, deerme een mm Ore rt 

Extraordinary Exp. Project Growth Rate Prcject Growth Type 

eerie 102, rete ererereeareieranetaeermemaprictarcanrsiamymncrerearetecetests femmes neni err Nr ED er er eenccnrereemrece—semmpermctte 6 aasenengmemype cums psitieysntye annGhPPPI Siar 

Working Capital Loan Ownership " Rkesale Cost Rate Charge New Capital 

103 e we 0 eee sence nanceseemncnsentpennamaiaarnrnds f= Savin SYRIA gn far PP ES Open ant rE 

Reserves Bitheld Equity Reserves Equity Reserve Rate Reserve Maximum



PARTNERSALPS 

110, 1, 
eee ee EE eee 

Ticle(290 charactar maxzmum) 

lli, ol, ’ prereentcementerntsewmereeereemnecinene (|) ~apemnpeemnpngnpn teenagers 
Income Tax % ot Spendable % Equity Conceribut:ion 

122, 2, , , | 
% Equity Reserve % Tax Loss % Tax Payment Discount Rata 

113 : lL ' . met ee 

R@elnvestment Rare % Mortgage Liability General Partner 

110, 2, pa ne 
Ticle 

lll ' 2 , umantstndemiemntiorhcimmniamntoptateranitonts é ge geen deg ‘ rie * 

Income Tax % of Spendabis % Equity Contribution 

11lz, 2, ' ‘ , 
% Equity Reserve % Tax Loss % Tax Payment Discount Rate 

Lil2, 2. exrppenttaptpatntatrtrratenetaatiatat Per PPO: <= eh sp eer 

Reinvestment Rate 3% Mortgage Liability General Partner 

110, 3, Sh A 
Title | 

Lil. 3. aan tateterreneneecencvnnemminis | —emempeemarien eee tester 
Income Tax % of Spendable % Equity Contribution 

L12 t 3, i fr ‘ 

% Equity Reserve % Tax Loss “eo Tax Payment Discount Rate 

113, 3, , —_~ en 
R@invastment Race % Mortgage Liability General Partner 

LlO, 4, ne cg neds 
Title 

Lil, 4, apps dy rc ip rmmrenres fh i pp ri ss 

Income Tax % of Spendable % Equity Contribution 

1i2, 4. , , , 
% Equity Reserve % Tax Lass % Tax Payment Discount Rate 

. ion 113 r 4 r t = . ‘ ’ 

Reinvestment Race % Mortgace Liability General Partner 

110, 3, 
Title 

lll, 5. ' . ' 
Income Tax % of Spendable % Equity Contribution 

112, S s é ohne . aemeemnevcnnetienimemnns OCU EEE 

“™ Equity Reserve % Tax Loss % Tax Payment Discount Rate 

113 ’ S ’ pee cecal . ‘ NN , ee 

Reinvestmen= Race %@ Mortgage Liability General Partner 

119, 6, . 
Title ; 

Li: 4 6 ‘ ' f 

Income Tax % or Spendable % Equity Contribution 

112 t 5 ' _ ‘ dp ae nigh Pres, ——«*=—«=—S/SPE Sh ssGSSSSSPSPVSSSSSSSSSSVSPm:, «f= =o Uri Th hp ota cP rs PS 

% Equity Reserve % Tax Loss % Tax Payment Discount Rate 

=. LL3, 4, ' ’ 
Reinvestment Rate % Mortgage Liability General Partner



Lid, 7, ponerse oS Pe 
Title 

lil, 7, ' , 
Income Tax % Of Spendable % Equity Contributzroa 

a 112, 7, , ' ' 

% Equity Reserve % Tax Loss % Tax Payment Discount Rate 

ll3, 7, >? menegeeetnnaatnrtenrantenastecncnenenee | -mrmesasunnnpenpnairenjegututunrsniunpiihnansrarnacesi 
Reinvestment Rate % Mortgage Liability General Partner 

110, 8, Prt rene 
Ticie 

ili. 8, ' ' 
Income Tax “ Of Spendable % Equity Contribution 

ne = 8s, , ' , 

% Equity Reserve % Tax Loss % Tax Payment Discount Rate 

113, 4&8, ‘ a ne 
Reinvestment Rate % Mortgage Liability Geseral Partner 

i19, 9, 
Title 

ll+, 3, oe vevstecereteecmnmces fF eeennenegetenetageegrererstaee-neenenae 
incoma Tax % of Spendable % Equity Contribution 

LL2, 9, ; nc 
% Equity Reserve % Tax Loss % Tax Payment Discount Rate 

1i3, 3, + eeangeeeneneninamenegunearrenemareewcue /_seanaeemmmmspeapne ne gerne 
Reinvestmant Rate % Mortgage Liability General Partner 

L110, 10, ee re 
Ticle 

liz, 10, ‘ pe tp 
income Tax %” 3£f Spendable % Equity Contribution 

— Li2, 19, ‘ em mee mentee epee nonvenaennem 
% Equity Reserve % Tax Loss % Tax Payment Discount Rate 

113, 10, ‘ rte 
Reinvestment Race % Mortgage Liability General Partner 

120, Li, er 
Title 

Lil, Li, , . peters ern 
Income Tax % Of Spendable “% EQuLty Contripution 

Li2, Ll, : ' ' . 

% Equity Reserve % Tax Loss % Tax Payment Discount Rate 

113, ll, + peers erences 
Reinvestment Rate % Mortgage Liability General Partner 

110, 12, Linea 
Title . 

Lhd, 22, , ' 
Income Tax % Of Spandable % Equity Contribution 

112, 12, ' ‘ ae ee 
% Equity Reserve % Tax Loss % Tax Paymenc Discount Rate 

113, 22, ¢ aepnenemnennntatiireenrentreerrnisitusenmemn | maperevanrsnenanenpenenperenneanrsterervarentrouth 
Reinvestment Rate % Mortgage Liability General Partner



-— 110, 13, aN 
Ticle 

L1ll, 13, , , 
Income Tax % Of Sdendable % 2quity Contribution 

Lit, LB ce errr Fe eg 
™% Equity Reserve % Tax Loss % Tax Payment Discount Rate 

113, 13, ' ' 
Reinvestmenc Rate % Mortgage Liability General Parsner 

110, 14, PS 
Title 

Lili, 14, F peeenatetesneeciereeeeteaeremnemamnee ¢ —enpeetapnamnteretrmerete=—eteiet spp 
Income Tax % of Spendable % Equity Contribution 

112, 14, ’ . eee mp inercnernemeremmceemeens _cnenemeetnynrenen rege ne 
% EquLlty Reserve % Tax Loss % Tax Payment Discount kate 

113, l4, ween ens fee reeiere een 
Reinvestment Rate % Mortcaga “Liability General Partner 

110, 15, 
Title 

lili, 45, ’ pr ere 
Income Tax % of Spendable % Equity Contrisucion 

112, LS, : ann pr cen etre 
“a Equity Reserve % Tax Loss % Tax Payment Discount Rate 

113, 15, ‘ , 
Reinvestment Rate % Mortgage Liability General Partner



COMPONENT ENTRIES 

— 200, tl, etree 
Title(20 character maximum) 

201, L, panel SE 
ee 

Original Cost % Depreciable Depreciation Method 

202 r lL, ‘ teh LO ’ a ggg remind ch ‘ EEE 

Starting Year Useful Life Switching 

200, 2, 
Title 

201, 2, ' ' 

Criginal Cost % Depreciable Depreciation Method 

202 # 2 s Siriaas ‘ ee ’ a] 

Starting Year Useful Life Switching 

200, 3, 
Title 

20 L ’ 3 ‘ peices ‘ he pg rnb rm I a ar ‘ ee 

Original Cost % Depreciable Depreciation Method 

202 t 3 e ateerenmnen, ’ na rc ph egestas <== AD tet ie cg A 

Starting Year Useful Life Switching 

200, 4, 
Title 

201, 4, 2 ‘ mut . 

Original Cost % Deprec:rable Depreciation Metnod 

202, 4, anemaen, a A PP PUPSSSPcurOnms, F_un SS rrp fe 

Starting Year Useful Life Switening 

200, 5, 

Title 

201, 5, — ?¢ Aa ede Aaemaraeyiapepcigsammnacsonhsaenpnnene * 

Original Cast % Depreciable Depreciaticn Method 

202, 3, ' _ rere 
Starting Year Useful Life Switching 

200, 6&, 
Title 

201, 6, german Femme ppm pepissmnphencnngeecS mcs smerny dnd VUaapqusciy pps li tr 

Original Cost % Depreciable Depreciation Method 

202, &, © etn ninerreenieerrererncncemeee fmenpempeptanypge een geen 
Starting Year Useful Life Switocning 

200, 7, 
Title 

ee 7  L, 
Original Cost % Depreaciable Depreciation Method 

202, 7, ' , 

Starting Year Useful Life Switching 

200, 8, 
Title 

201, 8, , neem eeeemernmecneeeen, 6 cena peer rrrertrereenepnmeenans 
Original Cost % Depreciable Depreciation Mechod 

202, &, , , 

starting Year Usetul Life Switening



200, 3, 
Title 

201, 9, a 
Original Cast % Depreciable Depreciation Method 

202, 3, Fee PAP: ama repeated nn Err a SD 

Starting Year Useful Life Switching 

200, 19, eter Pn 
Ticile 

201, 10, ’ ’ 
Original Cast % Deprec:able Depreciation Metnod 

202, 10, , ' ' 
Starting Year Useful Life Switching . 

200, Li, eee? 
Title 

201, iil, ' Fs 
Original Cost % Depreciable Depreciation Method 

202, Ill, ‘ t 
Starting Year Useful Life Switching 

200, 12, a 
Title 

201, 12, ‘ rrr a 
Original Cost % Depreciable Depreciation Mechod 

202, 12, ' 6 
Starting Year " Useful Life Switching 

200, 13, 

Title 

201, 13, a a 
Original Cost % Depreciabple Depreciation Method 

202, 13, ‘ pnts freee 
Starting Year Useful Life Switching 

200, 14, 

Ticle 

201, 14, Fem 
Original Cose % Depreciable Depreciation Mecnod 

202, 14, , a 
Starting Year Useful Life Switching 

200, 15, 

Title 

201, 15, ' eee! 
Origanal Cost % Depreciablea Depreciation Method 

202, 15, , perce 
Starting Year Useful Life Switching



MORTGAGE ENTRIES 

300, UL, a nearest 
Ticle(20 character maximum) 

39021, lL, f ne le ceipderededsianabamshriariemde EG ‘ pc egg AGS ‘ a ei gp 

Principal Amount annual Interesc Payment Period Tern 

392 ' L, f gg em le de ey a pi SSF Ar POUSSPPUGGSSSSPUSgm hogy Bn it creer en er SSS 

Payments/ Year Year degan Year end Refinanced by # 

303, tL, $ eteretnconneeerennnnmmencemens !  eemmepeeieniereentceneecmnerermemnrmens 9 —enpmepnennenrnunsstventensnrtrenrennsnsentenenyenneste 
Bonus Interest Base Amount Base Type Mortgage factor 

300, 2, PE Se  S 
Title 

301, 2 ’ ‘ 0 ‘ reer A, Fr gu tepid 

Principal Amount annual Interest Payment Period Term 

302, 2, 2 rnnereeeneeneneennes /  spemmcennmirecmntnemeneeencanesemnamaneeemes !mrerreepnensprettentgnerenmnenemneetemeneseennens 
Payments/Year Yaar Began Year End Rafinanced by * 

303, 2, 7 t . —_ ‘ = 

Bonus Interest Base Amount Base Tyve Mortgage Factor 

3C0, 3, en NC 
Tircle 

30 L t 3 f jnsamadniarial ant spatiale - r on eet per f maqepiaann arms gn gad ndaadee aren 

Principal Amount Annual Interest Payment Period Term 

302 ' 3 ‘ 2 NN EERhermremeicicioes | «_—-snppeanetictenacieyenteeesenieneedeemianeres  ' . ammetieee 

Payment3/Year Year Began Year End Ratinanced by 2 

203, 3, ' we eevee memenimcnacemammecrmina | vuteremmmremnmn aetna 
Bonus Interest Base Amount Base Type Morigage Factor 

300, 4, rr 
Title 

301, 4 ' ’ —_ - —_ . ‘ irene SP OPOPOSPSPPSSSSGSGSg ||| sreaee PhP pits br eh capSS 

Principal Amount Annual Interesc Payment Period Term 

302, 4, 0 eneeerricieannnesinenenemnanaes (| mmmmmmnmenuenseyinneiniieemccemenemesiny fete peepee 
Payments/Year Year Began Year End Refilnanced cy # 

303, 4, , ‘ peers Fee 
Sonus Interest Base Amount Base Type Mortgage Factor 

300, 5, re 
Title 

30 L ' 5 ' ‘ ? m ——— , “ sa 

Principal Amount Annual Incerest Payment Period Term 

302 t 5 ' ’ t SPORE Pcs npr PP fend SSS 

Payments/Year Year Began Year End Refinanced by # 

a 08, | 
Bonus Interest Base Amount Base Type Mortgage Factor 

300, 6, tetany ee 
Tizle 

201, 6, ene ' . ' , 
Principal Amount Annual Interest Payment Period Term 

302 r 6 ' pumaianpii som . ‘ py ared ' - samt patent “ a t hr nie es 

Payments/Year Year Began Year End Refinanced by *# 

363 ’ 6, ’ pata capmrar meh aP amr amarmmnenpepmrurarti POSS SG SGSESenm? frente serra 

Bonus Interest Base Amount Base Type Mortgage Factor



290, 7, ein EP 
Title 

0k, 7, Le 
Prinezpal Amount Annual Interest Payment Period Term 

“ 302, 7, i i png PS ‘ terete " im s —_ , 

Paymencs/ Year Year Began Year Enc Rertinanced by = 

303, 7, ot teen ' , 
Bonus Intsraest Base Amount Bage Type Mortgage Factor 

300, §&, gr A pC 
Title 

301, 4, ' ‘ ‘ : 
Principal Amount Annual [Interest Payment Perlod Tern 

302, &, ’ ' , 
Payments/Year Year Began Year End Refinancec by # 

303, 8, ' ’ , 
Bonus Interest Base Amount Base Type Mortgage Factor



OUTPUT OPTIONS (Enter "0" to suppress report printing; Enter "1" to permit report printing) 

400 
Oe I I Sa 

1 2 3 4 5 6 7 8 9 10 

Report Field Identifiers 

Field # Report Title Field # Report Title 

1. Summary of Income & Expense 6. After Tax Ratios 

2. Component Summary 7. Modified Internal Rate of Return 

3. Cash Flow 8. Mortgage Amortization 

4. Market Value 9. Depreciation Schedules 

5. Before Tax Ratios 10. Partnership Report 

* = Position #1 of Card 400 

5S <= Auto 1, 2, 3, 4, 5, 6, 7, 10 

9 = Auto All 

3. = Select Specific Line #'s (10 maximum) 

GRAPHIC OUTPUT (Enter output line 1[.D. numbers 1-48, in any order) 

— 40l 
i 

I T 

402 a i 

PRINT YEARS (Enter any year number 1-25, in any order) 

403 r ’ ee Ua
e 

404 et i ee
 IT 

ss 405 ss
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SOURCE OF DATA 

FOR 

CHEMICAL BANK SEMINAR 

All data used in this demonstration case was taken from 
James A. Graaskamp's hypothetical case studies and are 
intended for educational purposes only.



CHEMICAL 

BANK 

SEMINAR



CHEMICAL BANK REAL ESTATE LENDING SEMINAR 

Wednesday 

1:00-2:30 The Real Estate Process and Risk Management Systems 

2:30-3:15 Formatting Traditional and Contemporary Financial Approaches 
to Income 

1. Revenue required by stated capital investment 
2. Revenue justified capital investment 
3. Relationship of before tax and after tax approaches 

3:30-5:00 Financial Ratio Approaches 

]. First level risk ratios - demonstrations 
2. Second level incentive ratios - demonstrations 
3. Third level regulatory ratios - demonstrations 

Hand out Shopping Center Case for evening reading 

Thursday 

9:00-10: 30 Systematic Analysis of a Project 

10:45-12:00 Initial Financial Analysis With Basic Ratio Approach Applied 
to Shopping Center 

1:00-2:00 Residential Lending - Shift of Risk to Institutional Specialists 

Income Property Lending - A Commodity Market Risk System 

2:00-3:00 Projections Over Time - Shopping Center Case Demos 

1. The Ellwood concept applied - before tax (computer service output) 
2. Mortgage equity approach applied - after tax (computer service 

output) 

3:15-5:00 Sensitivity Analysis for Shopping Center Case Study 
(Using computer outputs on EDUCARE DAP) 

Friday 

9:00-9: 30 A Systematic Approach to Income Property Mortgage Loan Analysis 

9: 30-10: 30 Analysis of Shopping Center Design Proposals 

10:30-12:00 Shopping Center Financial Analysis Ala MR CAP 

1. Financial contributions of each lease 
2. Reorganization of proposal 
3. Conditions of mortgage loan 

1:00-2:30 Alternative Shopping Center Financing Solutions 

1. Partnership solution 
2. Land-leaseback solution 

2:30-3:15 How to Critique an Appraisal Report or Feasibility Study 

3:30-4:15 The Ethics of Real Estate Finance



REAL ESTATE FEASIBILITY SEMINAR 

Presented by Professor James A. Graaskamp, SREA, CRE 
University of Wisconsin School of Business 

}. Baste Concepts and Definitions 

A. Real estate is a tangible product ~ defined as artificially 
delineated space with a fourth dimension of time referenced to a 

fixed point on the face of the earth. 

1. Real estate iS a Space-time unit, room per night, apartment per 

month, square foot per year, tennis court hours, or a condominium 
for two weeks in January at a ski slope. 

2. To the space-time abstraction canbe added special) attributes 
to house some form of activity. 

3. Improvements from survey market to city layouts to structures 

define space. 
4, Legal contracts and precedents define time. 
5. Rights of use are defined by public values, court opinions. 

6. Private rights to use are those which remain after the public 
has exercised its rights to control, to tax, or to condemn. 

B. A real estate project is cash cycle business enterprise which combines 
a space-time product with certain types of management services to 

meet the needs of a specific user. It is the process of converting 
Space-time needs to money-time dimensions in a cash economy. 

1. A real estate business is any bustness which provides expertise 
necessary to relate space-time need to money-time requirements 

and inclues architects, brokers, city planners, mortgage bankers, 

and all other special skills. 

2. The true profit centers in real estate are in the delivery of 
services and cash capital. Money is an energy transfer system. 

3. Equity ownership is the degree to which one enterprise controls 

or diverts cash from another real estate enterprise. . 

4, Public has direct ownership to the degree real estate taxes 
take a percentage of tenant income in excess of service cost. 

S. Consumer must view space as a total consumption system involving 
direct cost, surface cost, transportation cost and negative 
income of risk. 

6. The best real estate project is the one which has the lowest net 
present value of cost as the sum of cost to the consumer prod- 

uction sector and public sector.
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C. The real estate process jis the dynamic interaction of three groups, 
Space users (consumers), space producers, and the various public 

agencies (infrastructures) which provide services and capital] to sup- 

port the consumer needs. (See Exhibit 1) 

1. Each of these three decision groups represent an enterprise, 
an organized undertaking. Ali are cash cycle enterprises 
constrained by a need for cash solvency, both short and long 

term. 

2. A desirable real estate solution occurs when the process permits 
maximum satisfaction to the consumer at a price that he can afford 
within the environmental limits of land while permitting the 

consumer, producer, and the government cash cycle to achieve 
solvency ~ cash break even at a minimum, after full payment for 
services rendered. 

3. Solvency of the total process, not value, is the critical issue. 

4, Land is an environmental constraint and not a profit center. 
5. Land provides access to a real estate business opportunity and 

is not the opportunity itself. Real estate business wants to 

control land to create a captive market for services. 

D. Land is the point where demand and supply forces find cash solvency. 
Location is a manufactured attribute. Site attributes are exploited 

to reduce outlays and to increase receipts and tnclude: 

1. Physical attributes 

2. Legal-political attributes 
3. Linkage attributes 

4. Dynamic attributes 
5. Environmental attributes 

E. Recognition of the fact that profit maximization must be limited by 
concerns for physical environment and community priorities for land 
use has resulted in redefinition of the most basic concept in appraisal; 
i.e. highest and best use, in the authorized terminology handbook spon- 
sored by the American Institute of Real Estate Appraisers and the 
Society of Real Estate Appraisers. Compare the 1971 definition with 
that for 1975: 

Highest and best use concept- 
"A valuation concept that can be applied to either the land or 
improvements. It normally is used to mean that use of a parce] 

of land (without regard to any improvements upon it) that will 
maximize the owner's wealth by being the most profitable use of 
the land. The concept of highest and best use can also be applied 
to a property which has some improvements upon it that have a 
remaining economic life. In this context, highest and best use 
can refer to that use of the existing improvements which is most 
profitable to the owner. It is possible to have two different 
highest and best uses for the same property: one for the land 
ignoring the improvements; and another that recognizes the presence 

of the improvements.: , 
p. 57, Real Estate Appraisal Principles and Terminology, Second 

Edition, Society of Real Estate Appraisers I9/lI.
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"Highest and Best Use: That reasonable and probable use that will 
support the highest present value, as defined, as of the effective 

date of the appraisal. Alternatively, that use, from among reason~ 
ably probable and legal! alternative uses, found to be physically 

possible, appropriately supported, financially feasible, and which 
results in highest land value. The definition immediately above 
applies specifically to the highest and best use of land. It is 
to be recognized that in cases where a site has existing improve- 

ments on it, the highest and best use may very well be determined 
to be different from the existing use. The existing use will con- 
tinue, however, unless and until land value in its highest and 
best use exceeds the total value of the property in its existing 
use. Implied within these definitions is recognition of the con- 

tribution of that specific use to community environment or to 

community development goals in addition to wealth maximization of 
individual property owners. Also implied fs that the determination 
of highest and best use results from the appraisers judgement and 
analytical skill, f.e., that the determined from analysis represents 
an opinion, not a fact to be found. ‘!n appraisal practice, the con- 
cept of highest and best use represents the premise upon which value 

is based. In the context of most probable selling price (market 
value) another appropriate term to reflect highest and best use 
would be most probable use. In the context of investment value an 

alternative term would be most profitable use." 
Real Estate Appraisal Terminology, Edited by Byrl II. Boyce, 

Ph.D. SRPA, Ballinger Publishing Co., Cambridge, Mass. 1975 

F. The purchase of a piece of real estate today involves the acceptance 
of a great many assumptions about the future. Those who take care 
to validate these assumptions in a period of transition as to pub- 
lic land use control tend to have the most successful investment. 

1. Business decisions today make explicit recognition of their 
assumptions and the need to act under conditions of uncertainty. 

2. Business risk is the difference between assumptions about the 

future and realizations, the proforma budget and the end of 
the year income statement. 

3. Risk management is the control of variance between key assum- 
ptions and realizations. 

4, An appraisal is a set of assumptions about the future prod- 
uctivity of a property under conditions of uncertainty. 

G. The concept of highest and best use of land was a commodity concept 

which did mot consider externalities adequately. !t is being replacec 
be concepts of most fitting use and the concept of most probable use. 

Il. The most fitting use is that use which is the optimal reconcil- 
fation of effective consumer demand, the cost of production, 
and the fiscal and environmental impact on third parties. 

2. Reconciliation involves financial impact analysis on ‘who 
pays'' and 'who benefits'' - thus the rash of debate on how to 
do impact studies.
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3. The most probable use will be something less than the most fitting 
use depending on topical constraints imposed by current political 
factors, the state of real estate technology, and short term sol- 
vency pressures on consumer, producer, or public agency. 

4. Most probable use means that an appraisal is first a feasibility 
study of alternative uses for a site in search of a uSer, an 
investor, and in need of public consent. 

H. In seeking the most fitting and most probable use, the inner city 
planner and private property appraiser must interact to determine how 
community objectives and consumer - production sector solvency can be 
achieved simultaneously. 

}. A real estate decision has only two basic forms. Either a site 
is in search of a use and consumer with the ability to pay, or a 
consumer, need or use with a defined ability to pay is seeking 
some combination of space-time attributes he can afford. 

2. The individual consumer with needs and a budget is the drive wheel. 

3. The public sector represents the community owned consumer service 
delivery system, seeking to minimize marginal cost to the consumer 
and average cost to the community at large. 

4, The production sector responds to a derivative demand for engineering 
and management expertise. ‘ 

If. Critiquing the form and adequacy of a real estate solution is analogous 
to the artistic concept of judging the success of an art object by re- 
lating form of the solution to the context to which it was created. 

}. Context includes those elements which are fixed, given, or objec- 
tives and to which any solution must adapt. 

2. Form giving elements are those variables within the artists control, 
i.e. options or alternatives at a particular time. 

3. A solution ts judged for tts correctness or success in terms of 
the degree of fit of the form proposed to the context. 

4. Feasibility analysis its concerned with the degree of fit or the 
extent of misfit between a proposed course of action and the 
context within which it must operate or fit. 

5. Success therefore depends on how appropriately the problem js 
defined; testing feasibility depends primarily upon accurate and 
comprehensive definition of the context. 

J. An enterprise is any organized undertaking, and a real] estate problem 
or project always begins from the viewpoint of some enterprise relative 
to its environment. 

|. The systems engineer sees the eventual form of an enterprise, in . 
terms of both its configuration and behavior, as representing a 
negotiated consensus between two general sources of power--the 
power of the environment to dictate form and behavior of the organi- 
zation on one hand and the power of the organization to decide for 
itself what its characteristics and behavior will be on the other. 

2. The system engineer uses ''power of the environment! as a dynamic 
alternative to the static implications of context and adds dynamic 
element of behavior to the elective responses of the form giver.
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ll. Financial Management and Risk Management 

investment is a real estate enterprise as mortgage Jender or equity investor 

is simply buying a set of financial assumptions about the tnteraction of 
the project to its context, of the firm to its environment. Real estate 

analysts is to control the variance between expectations and realizations, 
between proforma prospects and historical balance sheets and profit and 

loss statements. 

A. Analysis ts risk management, control of variance. 
B. There are essentially two types of risk exposures: 

1. Static risks (uncontrollable, or external events) are those 
which can only cause a loss due to surprise upset of a plan. 

2. Dynamic risks (partially controllable internal events) can 
produce profit or loss and are best controlled by the finesse 

of management execution of a plan. 

C. Risk evaluation or comparison grows out of the function of risk 

management for an enterprise. 

1. Risk management has two objectives: 

a. First priority - conservation of existing enterprise . 
assets despite surprise events. 

b. Second priority - realization of budgeted expectations 
despite surprise events. 

2. The process of risk management involves systematic and continuous: 

a. tdentification of significant exposures to loss 

b. Estimation of potential loss frequency and severity 
c. Identification of alternative methods to avoid loss 
d. Selection of a risk management method 
e. Monitoring execution of risk management plan 

3. The risk management process is both a philosophy of inquiry or 

analysis and a checklist of management concern, which Its attempt- 

ing to answer systematically "WHAT IF...?'' questions, to antici- 
pate surprise and to provide for a response or adjustment in 
advance of the contingency. 

D. Identification of significant exposures to loss can begin by using 
standard business documents as reminders, such as: 

1}. Review of balance sheet accounts 

2. Review of profit and loss statement accounts 
3. Review of business organization or function chart 

4. Review of elements of financial feasibility analysis 

E. Significant has to do with potential loss frequency, loss severity, 
and degree of uncertainty. 

1}. Very frequent and minor become expense accounts 
2. Less frequent but predicatable and major become reserves or 

budget allowances.
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3. Infrequent, uncertain but very severe become issues of risk 
management. 

4. A 50/50 probability is the most uncertain outcome. 

F. The alternative methods of avoiding loss which everyone sub- 

consciously uses tnclude: 

1. Eliminate risk exposure 
2. Reduce frequency or severity of loss (diversification or 

mortgage loan closing process) 
3. Combine risks to increase predictability (reserves for expense) 
4. Shift risk by contract (subcontracts or escalator clauses) 
5. Shift risk by combination (diversification) by contract (insurance) 
6. Limit maximum loss (corporate shell or limited partnership) 
7. Hedging (sale and leaseback, options, contingent sales) 

G. Risk management concepts leads to understanding of the true essence 

of a mortgage contract and an equity commitment 

1. A mortgage is a classic straddle in two markets for the borrower; 
tt is a call on a space-time commodity in a rising market and 

a put to the lender in a falling market. It is also a straddle 

in the money market. The mortgage contract is a risk management 

agreement to provide coverage of static risks and an fmperfect 

straddle on the dynamic risks. Protection for the lender is 

revenue to the borrower, negative incentives, and salvage. 

2. Equity ownership its the degree to which you can divert cash flow 

and maintain control within an acceptable level of risk avoidance. 

ltl. Feasibility Analysis 

A. The concept of feasibility ts elusive and much abused. Combining the 
systems concept of enterprise under conditions of uncertainty and the 

physical design concept of fit leads to the following definition: 

"A real estate project is 'feasible' when the real estate analyst 
determines that there ts a reasonable Jikelihood of satisfying 

explicit objectives when a selected course of action is tested 

for fit to a context of specific constraints and limited resources. 

B. The problem of defining objectives and measuring success depends almost 

entirely on correctly defining the problem and values of the client. 

The majority of enterprises are not solely interested in rate of return 

on investment or lowest cost. 

Most decisions must fit a combination of success ‘'measures'’ with each 
decision maker weighting the overall importance of each item differently. 
Examples of such measures would be: 

1. A check list of physical attributes 
2. A check list of critical linkage attributes 
3. A check list of dynamic behavioral attributes
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4. A check list of attributes or services (given weighted point 
scores) 

5. Financial ratios measuring risk, such as cash break-even, rate 

of capital recapture, loan ratios or sensitivity to specified 
contingencies 

6. Probability distributions of alternative outcomes and standard 
error of the estimate 

7. Pshychological gratifications 
8. Specified legal attributes 
9. Measures of impact on environment 

C. The definition also implies uncertainty - a reasonable likelihood 
of succeeding. That statement is deliberately short of a statistical 
probability statement. However, analystical judgments can produce 

some verbal probability statements (that horse is a nag while the 
black stallion is an odds on favorite) so that the measures of success 
should lend themselves to explicit recognition of the degree of 
uncertainty with which success might be achieved. 

D. The general theory of the management process for any enterprise can 
be converted to real estate semantics for feasibility: 

Values, objectives, policy Strategic format 

Search for opportunity alternatives Market trend analysis 
Selection of an opportunity Merchandising target with | 

monopoly character 
Program to capture opportunity Legal-political constraints 

Ethical-aesthetic constraints 

Physitcal-technical constraints 

Financial constraints 
Construction of program Project development 
Operation of program Property management 
Monitoring and feedback Real estate research 

E. The analyst must also identify and measure or define the limited 
resources of the client in terms of personnel, expertise, available 
cash resources, and the time line of expectations and commitment 

since time available to achieve the solution is often a critical 
resource and constraint relative to alternative choices. 

F. These basic elements and definitions then lead to a correct title for 
the report required. Most feasibility reports go wrong on the title 
page because the analyst did not clearly understand to which elements 
of context and form his report was to be addressed. Seldom does the 
analyst do a complete feasibility study as a single report on his own. 
Components may be provided by others and the sequence of sets may 
differ in each case depending on how the consultant understands the 
client. Therefore, a report should be entitled as one of the following: 

1. Strategy study: selection of objectives, tactics, and dectsion 
criteria. 

2. Market analysis: economic base studies or other related aggregate 
data review. 

3. Merchandising studies: consumer surveys, competitive property 

analysis, marketability evaluation, etc. 

4. Legal studies: opinion on potential legal constraints, model con- 

tracts or forms of organization, and political briefs.
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5. Compatability studies of project to community planning, conser- 
vation standards, or other public policies. 

6. Engineering, land planning, and architectural studies. 
7. ‘Financial studies: economic modeling, capital budgets, present 

value and discounted cash flow forecasts, rate of return analysis, 

Financial packages. 

G. Correctly defining the context in al] its basic dimenstons requires 
a generalist; af appraiser is a generalist. A feasibility study 
produces a set of paramters, a set of predesigned or preoperational 
specifications within which a program proposal should work. The 
analyst and his client should always remember that the second stage 
of the feasibility study will be confirmation of the feasibility 
assumptions and parameters by technical analysis and planning by the 
specialists. 

H. An appraisal is a forecast of productivity of a property relative to 
the needs of a certain buyer group and a prediction of the price at 

which it would sel! to the most probable buyer. 

I. Anticipation of an economic behavior by the buyer leads to the 

highest price he would be willing to pay. 

2. Anticiaption of the behavior of the seller leads to an estimate 
of the least he would be willing to accept. 

3. Analysis of the influence of outside factors affecting price 
supply and demand leads to an estimate control tendency between 
buyer and seller maximum. 

4. The upper and lower ranges specify a transaction zone within 

which a most probable price will occur. The most probable sales 
price does not need to be at the center of the zone nor do the 

alternatives need to follow a normal distribution curve. The 
zone and the distribution most typically are statements of verbal 
probability. 

!. An appraisal is therefore a feasibility study of alternative courses 
of action and these alternatives are matched to the most probable 

user/investment group to be seeking such a property opportunity at 
that time. 

The appraisal process as a feasibility study lends ttself to the 

following logical process: 

}. What is the problem for which the appraisal is to serve as a. 
benchmark? 

2. Which definition of value would best serve the decision process? 

3. What does an inventory of site attributes reveal] as to the posi- 
tive and negative contributions of the site to alternative uses? 

4. What does an inventory of improvement attributes existing on the 

stte reveal as to the positive and negative contributions of the 
improvements to alternative uses?
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5. What basic alternative use programs or scenarios may be consid- 
ered as plausible aiternatives motivating buyers as of the date 
of the appraisal? 

6. Which alternative use appears to be the most probable use when 
screened by external factors including effective market demand, 

political controls, forecasting risk, and potential profita- 
bility as perceived by investor/buyers. 

7. What ts the profile of the most probable buyer/investor for the 
most probable use to the degree that the profile can define the 

search for comparable transactions? 

8. Could the appraiser simulate the purchase guidelines of a most 
probable buyer group if therewereno sales whichwere thought to 

be comparable and appropriate to the subject situation? 

9. What is the value to be justified by the appraiser using norma- 

tive, traditional measures of what a buyer should do, such as 

the cost approach or conventional income approach?



[V.. Introduction to Financial Analysis | 

Review of property attributes and identification of alternative uses 
which have potential for effective demand typically narrows the alternative 
for further consideration to those where potential revenue can support 

reasonable capital budget parameters. Initial financial analysis 
does not involve present value theory but rather progressive refinement 

of ratios and risk characterisitcs for consumers, producers, and the 
public infrastructure. Analysis which follows is concerned with 
only the private production and finance side of the equation. 

A. There are two points of departure for analysis: 

I. Given the capital budget, it is necessary to convert to the 
required rents necessary to support the project and cash return 
objectives. Specified budgets converted to required rents 
is often called the front door approach. 

2. Given market rent per unit, it Is necessary to establish 
themaximum justified capital budget. Targeted market rents 
converted to justified investment can be allocated to various 
development budgets and is called the back door approach. 

B. Refer to the front door approach exhibit and example, oversimplified 
for purposes of illustration. 

C. Refer to the back door approach exhibit and example 

1. The back door approach is the preferred response to the market 
although lenders typically enter the scene after the capital 
budget is set. 

2. Note that the back door approach can be driven by a default 
ratio or a debt cover ratio which are dynamic risk concepts 
rather than loan to value ratio which is a static regulatory 
concept. 

C. The back door approach is the essence of the FHA 2013 form, state 
housing finance approach to projects where revenue is defined by 

the FMR rules, or even purchase of an existing property subject to 
long term rents, renovation, etc. 

1. {tt fs possible to detail the back door approach for any type 
of project by simply setting up tabs in a flow chart fashion 
as suggested by the example for a 236 project. 

2. Another way to view the flow charts is in the nature of two 
basic programmable formulas: . 

Gross rent = TRC “fl. * MC) + (1 - LTV * cc) 
} - (ER + RET + VR + RR 

Justified project budget = GR 
(LTv_* Mc)+ (i - LTV * CC) 

1 - (ER + RET + VR + RR 
Where: 

TRC = Total replacement cost; LTV = loan to value ratio 
MC = mortgage constant; CC = Cash on cash for equity cash 
ER = expense ratio; RET = real estate tax ratio 
VR = Vacancy ratio; RR = reserve ratio 

| eu 
a
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Demo Problem 

I. Data 

A. Site 

1. 14,560 Sq. Ft. = Land Under Building 

2. 48,438 " "= Parking Lot 

3. 4,159 " “ = Open Space 

67,157 " " = Total Site Area 

B. Cost 

Ll. 67,157 * 1.30 = 87,304 Land Cost 

2. 14,560 * 20.415 = 297,236 Building Cost 

3. 14,560 * 1.238 = 18,031 Intangibles 

4. 48,438 * -50 = 24,219 Parking Lot 

5. 48,438 * .0597 = 2,890 Parking Lighting 

429,680 Total Cost 

C. Cost Summary 

lL. 87,304 = Land = .2032 

2. 342,370 = Improvements =  .7968 

429,680 = Total = 1.000 

D. Financial 

1. Mortgage 

a. 075 = Maximum Loan To Value Ratio 

b. .09625 = Annual Interest Rate 

Cc. 27 = Term 

d. .1040699 = Constant 

2. Equity 

a. .085 = Land Component * 8.2032 = .017272 

b. .100 = Improvement Component * _.7968 = .079680 

Cc. Total 1.0000 -09695 

E. Income Allocation 

1. 2,688 S.F. * 5.60/S.F. = Financial = 13,404 = .1807 

2. 1,344 #" * 6.25 " = Liquor = 8,400 = .1130 

3. 1,000 " *4.05 " = Cleaners = 4,050 = .0544 

4, 1,000 " * 5.00 " = Beauty Shop = 5,000 = .0672 

5. 670 " * 6.25 " = Barber = 4,188 = .0563 

6. 7,858 ”" * 5.00 " = Miscellaneous = 39,290 = .5283 

Total 74,368 1.0000



F. Vacancy Allocation 

Ll. 13,404 * .03 = 403.20 Financial = .0788 

2. 8,400 * .03 = 252.00 Liquor = .0493 

3. 4,050 * .04 = 162 Cleaners = .0317 

4. 5,000 * .04 = 200 Beauty Shop = .0391 

5. 4,188 * .04 = 168 Barber = .0328 

6, 39,290 * .10 = 3,929 Miscellaneous =  .7683 

74,368 5,114 1.0000 

G. Net Operating Income : 

L. 74,368 = Gross Income = 1.0000 

2. 75,114 = Vacancy = -—.0688 

3. —-5,868 = Real Estate Taxes = -.0789 

4, -4,738 = Operating Expenses = —-.0637 

5. - 730 = Cash Reserves = ~.0098 

57,918 = Net Operating Income =  .7788



It. Parameter Estimate - Cost Basis (Cost = Value) 

A. Mortgage Estimate 

L. 429,680 = Total Cost 

2. * _/5 = Maximum Loan To Value 

3. 322,260 = Mortgage Amount 

B. Estimated Annual Mortgage Payment 

1. 322,260 = Mortgage Amount 

2. *.,1040699 = Annual Constant 

3. 33,538 = Annual Debt Payment 

C. Equity Estimate 

1. 429,680 = Total Cost 

2. —-322,260 = Mortgage Amount 

3. 107,420 = Equity Contribution 

D. Return On Equity Estimate 

1. 57,918 = Net Operating Income 

2. - 33,538 = Debt Payment 

3. 24,380 = Cash Throw-Off 

4. +4 107,420 = Equity Contribution 

5. -22696 = Return Rate On Equity 

Iii. Parameter Estimate - Capitalized Basis (Improvement Residual) 

A. Capitalized Return 

LT. .085 = Land 

2. .1L00 = Improvements 

B. Land Estimate 

Ll. 87,304 = Land Cost 

2. * .085 = Land Return 

3. 7,421 = Return On Land 

C. Improvement Estimate 

1. 97,918 = Net Operating Income 

2. 7 7,421 = Return On Land 

3. 50,497 = Return On Improvements 

4. + -10 = Rate On Improvements 

5. 504,970 = Improvement Estimate 

D. Project Estimate 

1. 87,304 = Land Cost 

2. 504,970 = Improvement Estimate 

3. 592,274 = Project Estimate



E. Mortgage Estimate 

1. 592,274 = Project Estimate 

2. * -75 = Maximum Loan To Value 

3. 444,206 = Mortgage Amount 

F. Estimated Annual Mortgage Payment 

1. 444,206 = Mortgage Amount 

2. *.1040699 = Annual Constant 

3. 46,228 = Annual Debt Payment 

G. Equity Estimate 

L. 592,274 = Project Estimate 

2. ~444,206 = Mortgage Amount 

3. 148,068 = Equity Contribution 

H. Return On Equity Estimate 

Ll. 57,918 = Net Operating Income 

2. - 46,228 = Debt Payment 

3. 11,690 = Cash Throw-Off 

4. +4 148,068 = Equity Contribution 

>. -07895 = Return Rate On Equity Contribution



IV. Parameter Estimate - Band Of Investment 

A. Mortgage Factor 

Ll. 75 = Maximum Loan To Value Ratio 

2. *  .1040699 = Annual Mortgage Constant 

3. 078052425 = Annual Mortgage Payment As A Function Of 

Project Estimate 

B. Equity Factor 

1. Land Component 

a. -25 = Indicated Equity Contribution 

b. * .2032 = Percent of Project Cost Attributed To Land 

Cc. -O05080 = Percent of Equity Return From Land 

d. * -085 = Desired Return On Land 

e. -004318 = Annual Equity Return On Land As A Function 

Of Project Estimate 

2. Improvement Component 

a. -25 = Indicated Equity Contribution 

b. *_.7968 = Percent Of Project Cost Attributed To Improvements 

c. -1992 = Percent Equity From Improvements 

qd. * -10 = Desired Return On Improvements 

e. 01992 = Annual Equity Return On Improvements As A 

Function of Project Estimate 

3. Total Land And Improvements 

a. .004318 = Land Component 

b. 019920 = Improvement Component 

c. .024238 = Annual Equity Payment As A Function Of 

Investment Estimate 

C. Total Factor - Mortgage + Equity 

1. .078052425 = Mortgage Factor 

2. .024238000 = Equity Factor 

3. 102290425 = Composit Capitalization Rate 

D. Project Estimate 

L. 57,918 = Net Operating Income 

2. #.102290425 = Composit Capitalization Rate 

3. 566,21]. = Project Estimate 

E. Mortgage Estimate 

Ll. 566,211 = Project Estimate 

2. * -75 = Maximum Loan To Value Ratio 

3. 424,658 = Mortgage Amount 

FF. Mortgage Payment Estimate 

Ll. 424,658 = Mortgage Amount 

2. *.1040699 = Annual Constant 

3. 44,194 = Payment Estimate



G. Check Of A-3 Above 

lL. 44,194 = Annual Payment 

2. 566,211 = Project Estimate 

3. .0780524 = Approx. Same As A-3 Above 

H. Equity Estimate 

L. 566,211 = Project Estimate 

2. * -25 = Indicated Equity Contribution Ratio 

3. 141,553 = Indicated Equity Contribution Amount 

LT. Equity Payment Estimate 

Ll. 597,918 = Net Operating Income 

2. -44,194 = Annual Debt Payment 

3. 13,724 = Cash Throw-Off 

J. Check Of B-3-c 

1. 13,724 = Equity Payment (Cash Throw-Off£) 

2. %37566,211 = Project Estimate 

3. 2024238 = Same As B-3-c 

K. Check Of I-D-2-c 

1. 13,724 = Cash Throw-Off 

2. #141,553 = Equity Contribution 

3. -09695 = Cash-On-Cash Rate Check



V. Summary 

Mortgage Equity 
Method Project Amount Amount Cash-On-Cash 

Cost 429,680 322.260 107,420 -2269 

Capitalized Net 

Operating Income 592,274 444,206 148,068 ~-07895 

Band Of Investment 566,211 424,658 141,553 -09695



Demo Problem 

Parameter Development - Itemized 

I. Default Ratio = Cash Breakeven (DF) 

DF = Real Estate Taxes+Operating Expenses+Cash Reserves+Debt 

Gross Income 

DF = 5,868 + 4,738 + 730 + 33,538 

74,368 

DF = 44,874 

74,368 

DF = .6034 

It. Loan To Cost Ratio (L/C) 

L/C = 322,260 = Mortgage Amount 

429,680 = Project Cost 

L/C = .7500 

IIIT. Debt Coverage Ratio (DC) 

DC = 57,918 = Net Income 

33,538 = Annual Debt Payment 

DC = 1.7269



Analysis of Default Ratio 

Utilizing Band Of Investment Project Estimates 

IL. Default Ratio 

DF-= 5,868 + 4,738 +730 + 44,194 

74,368 

DF = 55,530 

74,368 

DF = .7467 

Il. Effective Cash Cushion 

A. 1.0000 = Potential Gross Income 

-~.7/467 = Default Ratio 

-2533 = Potential Cash Surplus 

-.0688 = Vacancy 

-1845 = Effective Cushion 

B. 74,368 = Potential Gross Income 

*.1845 = Cushion 

13,721 = Effective Cash Cushion 

Iti. Variation Estimate 

A. 74,368 = Potential Gross Income —- .1845 

B. -5,114 = Vacancy + 2.6831 

Cc. -5,868 = Real Estate Taxes + 2.3383 

D. -4,738 = Operating Expenses + 2.8960



What Is A Good Default Ratio? 

The default ratio as a risk index can and does vary for a variety of 
reasons; as does the preception of risk associated with a project. As 

the preception of risk increases the default ratio should decrease. 
It is inconsistent to refer to a project as being "risky" and then 
allow a default ratio of 90%. 

Ideally the analyst would prefer to derive a default ratio depending 
on the relationships of Use, Lease Type, Lease Term and Space Rented. 
For example the Demo Problem indicates that the subject property in- 

cludes a Financial Use, Liquor Store and a Barber Shop. On a scale 

of 1 to 5, 1 being good and 5 being bad, an analyst could evaluate 
each use relative to its market potential and develop the following 
table: 

Financial = 1 

Liquor = 3 

Barber = 4 

But further analysis might indicate the following lease structures: 

Financial = Net Net Net Lease, Market Rent, 5 year term 

Liquor = Net Net Lease, Market Rent, 5 year term 

Barber = Gross Lease, Market Rent, 1 year term 

With this additional information the risk estimates might result in 

the following: 

Financial = lL 

Liquor = 3 

Barber = 4 

Finally a comparison between space allocation and regional averages 
may show the following: 

. Use - . Allocated -.:Average *-rBifference % Difference 
Financial 2,688 2,594 94 -0350 
Liquor 1,344 2,400 -~1,056 -.7857 

Barber 670 620 50 075 

With this information and no supportive data to the contrary, the 
risk estimates might result in the following: 

Financial = 1 

Liquor = 4 

Barber = 4



Note that this entire analysis is centered around the Property component 

of the analysis process. The People and the Financing will be dealt 

with later. The emphasis here is the relationship between the Space 

User and its possibility of default. Without the Space User any pro- 

ject will eventually default regardless of how strong the investor or 

how sweet the financing. 

Default Ratio Index ~ Suggested Only 

Low Avg. High 
I. By Use 

A. Good Strong - Major National Chain 85 ~90 -93 

B. Local User - Established Trade 2/5 -80 85 

C. New Local User - New Location ~65 -70 -75 

D. Miscellaneous - Undefined ~45 ~50 ~65 

It. By Lease Type 

A. Gross Lease -65 -70 0/5 

Lessor Pays 

Property Tax 

Insurance 

Maintenance 

B. Net Lease 275 -80 .85 

Lessor Pays 

Insurance 

Maintenance 

C. Net Net Lease -80 ~85 -90 

Lessor Pays 

Maintenance 

D. Net Net Net Lease 85 .90 ~93 

Lessor Pays



Default Ratio Weighted - By Use Category 

I. Local Use Established Trade 

Financial 2,688 = .1846 * .87 = .1606 

Liquor 1,344 = .0923 * .80 = .0738 

Cleaners 1,000 = .0687 * .80 = .0550 

Beauty Shop 1,000 = .0687 * .80 = .0550 

Barber Shop 670 = .0460 * .80 = .0368 

6,702 -4603 - 3812 

Alternative To Above 

6,702 = Total Category 2 

¢ 14,560 = Total Building Area 

-4603 = % Category 2 

* .80 = Average Category 2 

-3682 = Weighted Default Ratio - Category 2 Use 

IIT. Miscellaneous Use 

7,858 = Total Category 4 

+ 14,560 = Total Building Rentable Area 

5397 =% in Category 4 
* -090 = Average for Category 4 

-2699 = Weighted Default Ratio - Category 4 Use 

Tit. Building Default Ratio 

-3812 = Weight Category 2 

-2699 = Weight Category 4 

-6511 = Total Building 

Alternative Method 

-3682 = Weight Category 2 

-2699 = Weight Category 4 

-6381 = Total Building



- REVENUE JUSTIFIED CAPITAL BUDGET 

DEFAULT RATIO APPROACH 

al Gross 74,368 Pea, 

RISK VARIABLES | 48,421 CUuUTLAYS | 

25,947 Seaiires 7 
- Ee [ 4,738 ExPeNses | 

~ iiiemmana rst 5,868 TAXES 

CASH AVAILABLE see ee = 

| ee 37,085 
+ SIRE DEBT SERVICE 

siotesssenneiireesesd + 
-09695 EES: 

DISTRIBUTION RATE . 1040699 CONSTANT 

JUSTIFIED CAS#H | JUSTIFIED MORTGAGE ' 

214,884 356,347 

| TOTAL 571,231 

0 

IMIPROVEMENT BUDGET 

571,231 

PROPERTY PURCHASE “as is” 

ey 

Loan To Value = .6238 

Debt Coverage Ratio = 1.5618



REVENUE JUSTIFIED CAPITAL BUDGET 

DEFAULT RATIO APPROACH 

Gee _OROS® 74, 368 eh 
36. - x SER SRR x 164 

RISK VARIABLES _ A7.A54 OUTLAYS 

26,914 ieecitane 0 O 
~ ae ae ae 4,738 EXPENSES 

5,114 eee Rae 
- inorinnrissti! 5 868 TAXES 

CASH AVAILABLE st eediaunenoren = 

ae, — | 36,118" 
+ SS DEST SERVICE 

Sioenisseenencesesd + 
~09695 Seether a ceee es ton 

DISTRIBUTION RATE .L040699 CONSTANT 

JUSTIFIED CASH JUSTIFIED MORTGAGE ‘ 

224,856 347,057 

TOTAL 571,913 

IMPROVEMENT BUDGET 

| 571,913 | 
PROPERTY PURCHASE “as is” 

ay 

Loan To Value = .6068 

Debt Coverage Ratio = 1.6036



Assignment 

Solve for alternative Project Estimates by replacing the default ratio 

of the miscellaneous space with: 

A. The average value for Category 2 - this means that the miscellaneous 

space will eventually be leased to the same type of tenants as 

currently exist in the building. 

B. The average value for Category 3 - this means that the space will 

be rented to tenants somewhat different than existing tenants, i.e. 

new enterprises. 

With the forms provided derive the Project Estimation and note the 

Shift occurring in the parameters.



- REVENUE JUSTIFIED CAPITAL BUDGET 

PEFAULT RATIO APPROACH 

ai{__ cross Eee, 
x SEER PTE, 

= 

CASH AVAILABLE He ESLER = 

= pissiaitstetieeieles rater ae eteasee ec et he “ 

has s hoe 
. "a eteeleetecens: “6 - é Sees s ‘3 ° 

PROPERTY PURCHASE “as 13" | 

‘ere 
ree?



- REVENUE JUSTIFIED CAPITAL BUDGET 

DEFAULT RATIO APPROACH 

at Gross Eee 
x REE POSER x 

= 

e a ° *, so ay 
teeta sec cce re ttes ret? 

CASH AVAILABLE SHEN seen ~ 
‘ Cele cette fesse een et 

, Set 

= (ee elesiteis ene resets = 

Nes tets tw ecese one Sesseateoeetseatoee 
ROD p aR ESTE + Seiten 

Sets: HHI 
. weeee ee ge sceset - leoseeetes : : ° 

eel



- REVENUE JUSTIFIED CAPITAL BUDGET 

DEFAULT RATIO APPROACH 

ae GROSS E Sei, 

x SEES Sees ERE x 

en 

| CASH AVAILABLE SEE eee = 

weeness satreiefeciess * 
. Pa seneede coe eee. “es 2%.‘ . 

= eseetectteceties sigecsstssesr eee = 
Bese see see e ee ees ROA Re ee a 

. | TOTAL ° . | 

| IMPROVEMENT BUDGET | 

SEES [BREE 

Teese ee



Exhibit 16 

[. Elements of After Tax Synthesis 

A. Identification of profit center trade level 

B. Specification of the time line for outlays and receipts 

C. The capital budget (source & application) 
I. Construction costs 
2. Carrying costs 

D. Operating budgets (source & application) 
1. Pattern of sales revenues 
2. Fixed management costs 
3. General sales costs and investment 

E. Financing plan 
}. Credit amounts and terms 
2. Equity amounts and terms 
3. Holding power 

F. Profits classified as to type and tax 
]. Cash from operations 
2. Cash from capital gains 
3. Cash surplus from financing 
4, Cash from tax savings on other income 
5. Cash from reduction or shift of fixed outlays 
6. Indirect non-cash benefits 

G. Selected measures of profitability 
1. Measures of spendable cash 
2. Measures of change in net worth without sale 
3. Measures of change in net worth after sale



Exhibit 15 | 

SYSTEMATIC ESTIMATION OF FORECAST ANNUAL INCOME FOR AN INCOME- 

PRODUCTNG PROPERTY 

PART 1. ANNUAL RETURNS TO INVESTOR 

. ESTIMATE POTENTIAL GROSS CASH INCOME: CASH INCOME FROM 
SPACE SALES 

8. DEDUCTIONS FROM POTENTIAL GROSS 
BASIC 4. NORMAL VACANCY 

APPRAISA 2. SEASONAL INCOME LOSS 
ALA 3. COLLECTION LOSSES 
SRA 201 4, FRANCHISE FEES, DEPOSITS RETURNED, ETC. 

| C. ADD “OTHER'' INCOME FROM SERVICE SALES : 

D. DERIVE EFFECTIVE GROSS INCOME 

E. DEDUCT OPERATING EXPENSES (ON EXPECTED CASH OUTLAY WITH- 
OUT ACCRUAL RESERVES) 
|. FIXED EXPENSES 
2. VARIABLE EXPENSES 
3. REPAIRS AND MAINTENANCE 
4, REPLACEMENTS | 

F. DERIVE NET OPERATING INCOME 

G. ODEDUCT ANNUAL DEST SERVICE | 
MORTGAGE 1. CONTRACT INTEREST 
EQUITY 2. SUPPLEMENTARY VARIABLE INTEREST 
APPROACH 3. PRINCIPAL AMORTIZATION 

H. DERIVE CASH THROW--OFF 

{. ADD BACK PRINCIPAL PAYMENTS AND REPLACEMENTS 

J. DEDUCT TAX DEPRECIATION ALLOWANCE 
PART | 
OF IMV K, DERIVE TAXABLE !NCOME | 
INVESTMENT : 
VALUE L. DETERMINE MARGINAL INCOME TAX ON REAL ESTATE tNCOME 
APPROACH 

M. OEDUCT INCOME TAX FROM CASH-THROW OFF (H) 

N. DERIVE AFTER-TAX CASH FLOW 

O. ADD TAX SAVINGS ON OTHER INCOME (IF K_ 1S NEGATIVE) 

P. ADD SURPLUS FROM REFINANCING 

Q. DERIVE SPENDABLE AFTER-TAX CASH 

| __- PART 11. RESALE RETURNS TO INVESTOR (OVER) 

J. Graaskamp



PART If. RESALE RETURNS TO INVESTOR 

A. ESTIMATED RESALE PRICE 

B. DEDUCT BROKER'S COMMISSION AND OTHER TRANSACTION COSTS 

C, DERIVE EFFECTIVE GROSS PROCEEDS FROM SALE 

| 'D. DEDUCT ALL CREDIT CLAIMS | 
1. SHORT AND LONG TERM NOTE BALANCES DUE 
2. PREPAYMENT PENALTIES 
3. DEDUCT EQUITY SHARES TO NON-OWNER INTEREST 

E. DERIVE PRE-TAX REVERSION TO EQUITY 

F. DEDUCT TAX CLAIMS ON OWNERSHIP INTEREST 
1. DEDUCT CAPITAL GAINS TAX 
2. DEDUCT INCOME TAX ON DISALLOWED ACCELERATED 

DEPRECIATION 
3. DEDUCT SURTAX ON TAXABLE PREFERENTIAL INCOME 

G. DERIVE AFTER TAX RESALE PROCEEDS TO INVESTOR



CAPITAL BUDGET | Exhibit 7 

eae FRONT DOOR Sa ARCHITECTURAL PROGRAM 
| mene gag lo mf ae wee ee ne ny APPROAGH 

' CONSTRUCTION: COST . E BUILDING COMPLEXITY jf . 
2) PER SQ. FTES SSS : AND QUALITY | 

; | BUILDING DESIGN AND | | [reanoene a] 
| BUILDING BUDGET | | 

MARKET CHECK 
ne ogy oe | . (—_——_— { 

a nr FEES, CARRYING CHARGE { 
BUILDERS PROFIT | : [ as { 

onc weeet =e 
vorrnoe wom [aftSfuoricnee constan [=a] anwar oenrsennce 

Se 

[[ecresrnon | — [ooreee wer [Io 
' -_ post sa seat | | 

} 

| [aancineoae | 8 ray 

j 7) ! } ee 

oem | ae 
[=| 8 

| 

+ ' 

| aemnorer 
= a 

| [Serena eo Ji | wer teasean.s ne 
TAX SUBSIDY | 7 | ofS Hee 

|| Rene perso. FR Tt 
=. 

mE 
MARKET ea a ft TARGET 

. , 7 ‘ aes : 

ESF: 

A 

OPERATING BUDGET



Exnibit & 

FRONT DOOR - MINIMUM RENT REQUIRED 

| $20/sq. ft. | 

K 

| 20,000 sq. Fe. | 

| $400,000 | 

| $200,000 | | 

| $600,000 | 

; | (80% LTV) 

| $480,000 x [(.1025 constant) } = } $49,200 
| + 

[120,000 = | __ 88,400 

$57,600 

Default ratio: ; | 

Debt service + expenses : : 

Gross rent $2,400 

$49,200 + 50,000 9, + 
$116,000 = 99% 

$50,000 

Payback before taxes: + 

Equity cash investment $6,000 

Fquity dividend 

120,000 ! 

Shoo = ‘lt yrs. $116,000 90% 
7 NLA 

Debt cover ratio: . 

Net operating income* $18,000 

Debt service = 

60,000 | » ~ $6.44-6.50/sq. fk. 
49,200 — * 

* NOI = gross rent - vacancy ~- expenses



OPERATING BUDGET cehibie 9 
—— So ——~ BACK DOOR , Q 7 MARKET SURVEY 

| { | RENT / SQUARE FT. MARKET RENT/SPACE UNIT] [ E 

| | 3 lk 

| i NET LEASEABLE AeA | = [ ancer carture rare | 
| rab Gna — rs | Ll 

| fs | Ream } : SPACE UNIT DEMAND 

; POTENTIAL —s_—«#w” rae POTENTIAL 
| GROSS INCOME | * DEFAULT POINT | FL SRoss INCOME 

«oo g _ § 

| : a. if  -. | & _) VACANCY,R.E.TAXES & | fraceawoonas fo | (SSeS || Se, ae . SPAS 4 { aw 

it ~ 
G1 cat estare raxes | pf! NET 7 CASH MARGIN REALE pL OPERATING INCOME 

Ji | 
, Agee ~ | NET 

. eee _] Np LINCOME MULTIPLIER 
/ ee CASH AVAILABLE FOR cavene ee anjhiu eam aoe axe one 

REMC DEBT SERVICE | Bommasz saneiecnaces | 

RESERVES —_ oe 

| : 
([exen raron-ore [Ff feasnon exon ware FEET cour | | 

| a 
{ + { , _ feet ; 

[Principat REPAYMENT ! TOTAL PROJECT VALUE 9% 
aa es 

: { ~ { eae | 
v ' [ ; bcidtaine ee . 

\ | DEPRECIATION lt ; mae waren Crane vs aa 
q 

{ = { BUILDERS PROFIT , 
{ oe ean zs " ; 

' | i ere | 

eee 
t . - . 

j | TAX RATE i ; mec oy | | 
i = {| GROSS BUILDING AREA | f 

t _ i t =e )])!CC~ 
( |-TAX LIABILITY,OR | i ner ee yo 

| + TAX CREDIT | Serr ON oh eae 
\[cosrmcesrhsdge|! | + pe 

moe EO 5 
! [_ cast THRow-oFF li ARCHT. fazace] PROGR. 

on Saimiaeaanemat 

= NG 
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RA °K ANOR - MAXIMUM JUSTIFIED BUDGET 
Exhibit 10 

| $6.75/sq. ft. ] 

xX 

| $18,000 ] 

$6,000 | 

Ln 
[s2,400 | * 

| Lb tors 460,500 SR rrr ROR a TTI: 
+ 

$592,500 

Default ratio = | $200,000 } 

47,200 + 50,000 _ 80 
121,500 ° ~ 

Payback ratio: $392,500 

132,500 _ “ . 

$20,000 
Debt cover ratio: _ 

7,200 " 
19.5/sq.ft.



HHHH 

U#=WCE97120, 

PASSWORD 

BEREPSIXARLM 

IDSMIKE 

EBUCARE COMPUTER NETWORK O3/11/79 13:51C5T 

USED -98 UNITS 

TYFE 6 

READY 

page ¥/ not fons.



RUN ELLWOOD 

ELLWOOD 13sS51CST 03/11/79 

REVISED 6/17/75 

1 EQ YLU? ? 
EQUITY YIELD RATE DESIRED 

1 EQ YLD? .09695 
2 PROJ PD? 7? 

PROJECTION PERIOD OF FORECAST IN YEARS 
2 PROJ PO? 1 

NORTGAGE 1 DATA 
4 MTG INTR? ? 

MORTGAGE INTEREST RATE; IF ALL MTGS ENTD PRESS RETURN 
4 MTG INTR? 110408499 
3 MTG PU? ? 

TERM OF MORTGAGE IN YEARS, IF UNKNOWN PRESS RETURN 
o MTG PDR? 
6 MTG CON? ? 

MORTGAGE CONSTANTS RATIO TOT.ANN.PMTS TO ORIG.MTGE AMT. 
& ATG CON? 110404699 
7 PMT PDS/YRK? ? 

NUM OF PAYMENT PERIODS PER YEAR, EG 4=QUARTERLY 
? PMT PHS/YR? 1 
10 MY ? 

MORTGAGE AMT AS A Z GF VALUE, IF UNKNOWN PRESS RETURN | 
10 4? 1.625823 

MORTGAGE 2 DATA 
14 MTG INTR? 
v2 ADEPR(-APPR)? 7? 

% HEPREC. OF CURRENT VALUE OVER PROJ. PD; ENTER APPR NEG 
u2 ADEPR(-APPR)? 0 
ve INC? ? 

NET ANNUAL INCOME BEFORE R.E. TAXES 
vo INC? 37918 
03 2 INCR INCOME? 7? 

2 INCR IN INCOME DURING PROJ +3, IF CONST ENTER ZERO 
oS Z INCR INCOME? 0 
O8 EF.R«ELTXR.? 7? 

EFFECTIVE REAL ESTATE TAX RATE (PART OF QAR), OR USE 0 
OG EFLRETX.R.? 9 

~.O077199 = MTG 1 C 
~10139146 = BASIC RATE 
~1013916 = OVERALL RATE 

371230 = VALUATION 
MODE? P



MORTGAGE! 62% 3546347 AT «1041 37084 
EQUITY 38% 214883 AT .0970 20833 

TOTAL 571230 57918 INCOME 

571230 ORIGINAL PRICE 
0 LESS OY DEPRECIATION 

571230 PROPERTY REVERSION, DEFERRED t YEARS 
354347 MORTGAGE | 

356347 0 LESS 1 YEAR ANORTIZA. LON: (0) 

214883 EQUITY REVERSION, DEFERRED 1 YEARS 

PRESENT VALUE OF EQUITY INCOME AND REVERSION AT 9.495% 

18991 INCOME, 20833. X 0.911619 | 
195892 REVERSION, 214884. X 0.911619 

214883 TOTAL



MODE? C 
#,NEWVAL? 1,.0975 
#,NEWVAL? 
~.0065699 = MIG IC 
.1015985 = BASIC RATE 
.1015985 = OVERALL RATE 

570047 = VALUATION 
MODE? C 
#,NEWVAL? 1,.10 
#,NEWVAL? 
~,0040699 = HTG 1C 
.1025389 = BASIC RATE 
.1025389 = OVERALL RATE 

544839 = VALUATION 
MODE? C 
#,NEWVAL? 1,.0950 
# ,NEWVAL? 
~.0090699 = HIG 1C 
.1006580 = BASIC RATE 
.1006580 = OVERALL RATE 

575393 = VALUATION 
MODE? C 
#,NEWVAL? 1,.0925 
#,NEWVAL? 
~.0115699 = MTG IC 
0997176 = BASIC RATE 
.0997176 = OVERALL RATE | 

580820 = VALUATION 
MODE? C 
H,NEWVAL? 1,.09695 
#,NEWVAL? 10,.60 
# ,NEWVAL? 
~,0071199 = MIG IC 
61012219 = BASIC RATE 
.1012219 = OVERALL RATE 

572188 = VALUATION 
MODE? C 
#,NEWVAL? 10,.45 
#,NEWVAL? 
~,0071199 = MTG 1C 
.1015779 = BASIC RATE 
.1015779 = OVERALL RATE 

570182 = VALUATION 
MODE? C 
H,NEWVAL? 10, .70 
#,NENVAL? 
~,0071199 = HIG 1C | 
.1019339 = BASIC RATE 
.1019339 = OVERALL RATE 

548191 = VALUATION 
MODE? C 
#,NEWVAL? 10,.75 
#,NEWVAL? 
~.0071199 = MTG IC 
.1022899 = BASIC RATE 
.1022899 = OVERALL RATE 

546214 = VALUATION 
MODE? @



Summary Table 

Equity Yield Mortgage % Value 

1. .09695 623823 571,230 

2. 0975 " 570,067 

3. .1000 " 564,839 

4. .0950 " 575,393 

5. .0925 " 580,820 

6. .09695 ~60 572,188 

7. " .65 570,182 

8. " 70 568,191 

9. " 75 566,214



USED 4.80 UNITS 
/COST OFF 

ACCRUED CHARGES SINCE SIGNIN 
$ 0.84 COMPUTER 

1.46 CONNECT 
0.41 CHARACTERS 

~{.05 EDU DISC 
$ 1.87 TOTAL 
EFFICIENCY = 24.7 
000046.52 CRU 0000.12 TCH 0003.13 KC 

OFF AT 13:s98CST 03/11/79



All MRCAP forms reprinted with permission of Dr. Michael L. Robbins, CRE, President GRAASroot Real Estate 

Counseling, Inc. 

|B Demo Bob 1, mic . OQ em _ 
Peojece Title User Name 

10, 19749 e OO . am foe de _ e fe ? _5 ‘ 14, 3@Q. 
| Starting Year Data Sets Ciassification % Owned ¥r. 1 Holding Ceriod Units/Year 

40, 74 3268 e ___ * © cern 8 errewmereeepnermctc Fagen nen 

Pixed “Income 2 3 4 S 

60, el e _ * Cees (8 eeeeeeperprmepeeemmpeycmpmipeemmeree cee 

Vacancy Rate 2 3 4 5 

70, 5 ROS e ee aut ere etree Ota © ret ere 

Real Estate Tax 2 3 4 5 

80, = L, 25 names e ore _# punmemnetetatenr aun © emcees 8  gepeeeereeeeeeneeeeee 8 rree 

Fixed Expenses 3 4 5 

100, if O VEGS. wunenen @ _ -9QO. ° _ -O7 
Discount Rate Income Tax Rate Reinvestmint Rate 

101, . C em |e _. O ee & —_ Sf 

Extraordinary Exp. Project Growth Rate Project Growth Type 

102, 4 | } . 1 e é Og bS a ( 7 

Working Capital Loan Ownership Resale Cost Rate Charge New Capital 

COMPONENT RIES 

200, i, L . 

Tiecle(20 character maximum) 

201, 1. 7 . e-, ? QO e  O. 

Original Cost % Depreciable Depreciation Method 

202, i. l a cee eer QO peiuintm  # OO ._ 

Starting Year ee Life Switching 

200, 2. YoucMen>rs 
Title 

201, 2. 3 { Z 370. e _.9GO s YY 

Original Cost % Depreciable Depreciation Methad 

202, 2, | Se 33 ¢ _  O.. 

Starting Year Useful Life Switching 

200, 3. 
Title 

201, 3, ee | 
Original Cost % Depreciable Depreciation Method 

202, 3, eeeemneeneme 8 eee energie cient gencmmcmemmmmepsemrenman — -eaeqeg agg nerni ereretemennr rer pa aS 

Starting Year Useful Life Switching . 

MORTGAGE Py , 

so, 1, Fiyst Moy 
Title (296 character maximum 

301, i, a 15 sen 0 me 09625 * _ OO  . ° _27 
Principal Amount Annual Interest Payment Period Term 

302, i, 2 af ee { ’ _ 27 ‘ _ QO 
Payments/Year Year Began Year End Refinanced by # 

363, i, apacen . Beemer ererteecryretremictarmmrivemuasmarenaapmarmmmmmmy «9 quebec USP arenes SPSSAICUSASPSPSSSes> FE Sharp ep eg 

Bonus Interest Base Amount Base Type Mortgage Factor 

300, 2. 
Titie 

301, 2, . penreranetevee—mintrmmemmenemianirece, — eanegm pears suerte pac re sre PS 

Principal Amount Annual Interest Payment Period Term 

302, 2. seymgmmmmemneymyas, (© spacmmmnpememenmieesrtemmrmmereeneiremnartsmnacen aerials rarest rere g S 

Paywents/Year Year Began Year End Refinanced by # 

303, 2. oa _ a a pene Fc ee nes 
Bonus Interest Base Amount Base Type Mortgage Factor 

400 |, |, e oc i 0 me 

“jy 2 / / 5 6 7 8 9 10 

403, | 2... 4 

997,949 

fase > 48 ~ 53 
net Ffound—



20, , = a a ee | eee 8 enews 8 eee 

Back-Door Back~Door Loans Investment Default B/4 Tax Beginning Year End Year 

=: Back Door 

0 = Do Not process through Back Door 
lL = Derive value based on Default Ratio 

2 = Derive value based on Loan-to-Value Mortgage 
3 = Derive value based on Debt Coverage Ratio 

30, = . wate © erememeem, a eee e e 

Default Ratio Cash~On-Cash Year % Change Equity B/4 Tax Reserve B/4 Tax 

103, T] 3 O e. o O e ° O ‘ ° O 
Reserves Witheid Equity Reserves Equity Reserve Rate Reserve Maximum 

Field #5 = Depreciation Method 

QO = no depreciation 
1 = sum of the years digits 

2 = straight line 
| | 3 = 125% declining balance 

= Bonus Basis Type 4 = 150% declining balance 

5S = 200% declining balance 
ears digits 

1 = fixed income - base amount 6 = mouite oe oem ann 3 
xz 

2 * gross rent - base amount 9 ene ¥ mo eauit 
-~ x= 

3 = effective gross rent ~ base amount ean nad ec oa ¥ 
= ro on 

4 = fixed income - fixed expense ~ base amount a CGUScY 

5 = net income - base amount 

6 = cash throw — base amount * bonus interest rate 

7 = market value - base amount * bonus interest rate 

8 = B/4 net worth - base amount * bonus interest rate 
$9 = after tax net worth - base amount * bonus interest 

rate 

Report Field Identifiers 

Field # Report Title Field # Report Title 
1. Summary of Income & Expense 6. After Tax Ratios 
2. Component Summary 7. Modified Internal Rate of Return 
3. Cash Flow 8. Mortgage Amortization 
4. Market Value 9. Depreciation Schedules 
5. Before Tax Ratios 10. Partnership Report 

* = Position #1 of Card 400 

5 # Auto 1, 2, 3, 4, S, 6, 7, 10 

9 Auto All 

3 = Select Specific Line #'s (10 maximum) 

PRINT YEARS (Enter any year number 1-25, in any order) 

BOS i Oe i 

99 = first entry line 403 means 10 year wide carriage output option.



1,CHEMICAL BANK, DENO.PROBLEM 
10,1979,0,1,140,5,14560 
40,74368,+* 
60,5114,% 
70,5868, # 
80,4738, 4 
100, 09695, .50,.07 
101,0,.0,5 
102,.12,1,-065,0 
103,730,.0,.0,.0 
200,1,LAND 
201,1,87304,.0,0 
202,1,1,0,0 
200, 2, IMPROVEMENTS 
201,2,342370,.90,4 
202,2,1,33,0 
300,1,FIRST MORTGAGE 
301,1,.75,.09625,0,27 
302,1,12,1,27,0 
A001 tylgtyly 
403,1,2,3,4 
999,99 
i



PRQ FQOQRAA 

INVESTMERT ANALYSIS OF 

CHEMICAL BANK 

FOR 

DEMO.PROBLEM 

REPORT SECTIOQR NUMBER 1 PAGE 1 

* GROSS RENT $ 74368. * RATE OF GROWTH OF GROSS RENT 0.0000 
* EXPENSES $ 4738. * RATE OF GROWTH OF EXPENSES 0.9009 
* RE TAXES $ 3868. * RATE OF GROWTH OF R E TAXES 9.0000 
* INCOME TAX RATE 0.95000 PROJECT VALUE GROWTH OF 320009 
* VACANCY RATE 0.0488 WORKING CAPITAL LOAN RATE 9.1200 

EQUITY DISCOUNT 0.0970 EXTRAQRDINARY EXPENSES $ 0. 
RESALE COST 0.0650 REINVESTMENT RATE 0.07700 
WKG CAPITAL KS $ 0. CAPITAL RESER INTEREST RATE 0.0000 
INITIAL COST € 429674. INITIAL EQUITY REQUIRED ¢ 107419. 

ALL “’*° VALUES ARE AVERAGE AMOUNTS FOR HOLDING PERIOD. OF 5S YRS. 

REPORT SECTION NUM BER 2 PAGE | 

COMPONENT SUMMAMARY 
; 

TITLE PCT. BEGIN USEFUL DEPR 
BEPR USE LIFE METHOD COST SCH 

LAND 0.00 | 0. 0 $ 87304. 9 
IMPROVEMENTS 0.90 1 bd. 4 $ 342370. 9 

MORTGAGE SUMMAMAARY 

TITLE INTR BEGIN END TERM ORIG POT 
RATE YR. YR. BALC = VALUE 

FIRST MORTGAGE 0.0942 14 27 27 $$ 322256. 0.7506
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INVESTMENT ANALYSIS OF 

CHEMICAL BANK 

FOR 

DEMO. PROBLEM 

REPORT SECTIOR NUM BER 3 PAGE 

CASH FLOW ANALYSIS 
tetcmscnressosssseen 1979 1986 1984 1982 

1 GROSS RENT 74348. 74368. 74368. 74348. 

2 LESS VACANCY g114. oi14. oit4. oti4. 

3 LESS REAL ESTATE TAXES 3948. 2848. 3848. 0968. 

4 LESS EXPENSES 4738. 4738, 4738. 4738, 

o NET INCOME 38648. 08448. 38648. 39648, 

§ LESS DEPRECIATION 15962. 14855. 14180. 13535. 

? LESS INTEREST 30903. 30638. 30346. 30025. 

8 TAXABLE INCOME 12183. 13155. 14122. 15098. 

9 PLUS DEPRECIATION 15562. 14855. 14180. 13533. 

19 LESS PRINCIPAL PAYMENTS 26354. 2099, Si91. $312. 

11 CASH THROW-OFF 2olil. 2siii. 2olil. 2otti. 

12 LESS TAXES 6071. 6578. 7061. 7944, 
13 LESS RESERVES AT 730.000 739. 730. 730. 730. 

14 CASH FROM OPERATIONS 18290. 17803. 17320, 16837. 

15 WORKING CAPITAL LOAN(CUM B) 0. 0. 0. 0. 

16 DISTRIBUTABLE CASH AFR TAX 18299. 17803. 17320. 16837. 

17 TAX SAVING ON OTHER INCOME ), 0. 0. 0. 

18 SPENDABLE CASH AFTER TAXES 18299. 17803. 17320. 16837.



REPORT SECTION HUN BER 4 PAGE | 
RRKAAXATSKSESASHS Ase SAeeseeesleaettKectaRerstesrsenseren 

CASH FLOW ANALYSIS 
ammonnstoceteesstesss 1979 1980 1984 198? 

MARKET VALUE 

19 BY METHOD - 3 - AT 9.9000 429674. 429674. 429674. 429674, 

20 LESS RESALE COST 27929, 27929, 27929, 27929. 

21 LESS LOAN BALANCES S19621. 816722. S13531. 310019. 

22 PLUS CUM. CASH RESERVES 730, 1449, 2199. 2929. 

23 B/4 TAX NET WORTH 82854, 84483. 90404, 94646, 

24 CAPITAL GAIN (IF SOLD) ~{8591., ~9254, B3. 942i, 

Zu CAPITAL GAINS TAX -3718. ~{B851. 17. 1884. 

26 TAX PREFERENCE TAX 0. 0, 0. 0. 

2? INCOME TAX ON EXCESS BEP S112. 9871. 8292. 10391. 

28 TOTAL TAX ON SALE 1253. 4946, B309, {2275, 

2? AFTER TAX NET WORTH 81601. 81537. 82095. 82570. 

REPORT SECTION NUR RBER a PAGE | 

YEAR OF ANALYSIS 
ssosmsorasssssssses 1979 19890 178i 194? 

BEFORE TAX RATIO ANALYSIS 

30 RETURN GN NET WORTH B/4 TAX 0.900351 0.3469 0.3357 0.3247 

31 CHANGE IN NET WORTH B/4 TAX -24545. 3629. 3921. 4242, 

32 CASH RTN GN GRIG CASH EQUIY 0.2338 0.2338 0.2338 0.2338 

33 PERCENT ORIG EQUITY PAYBACK 0.17903 0.3360 O.4972 0.6340 

34 PRESENT VALUE OF PROJECT 420678. 437887. 493529. 467748.



REPORT SEtCTIaRN MUA BER 4 PAGE ! 
KRLKARSS SS SIRSHASSESSERSS SASS See aeeSesasassesezess . 

YEAR OF ANALYSIS 
sieertaerenscessesssc 1979 19890 1981 198? 

AFTER TAX RATIO ANALYSIS 

30 RETURN ON NEW WORTH AFT TAX -0.0701 0.2174 0.2193 0.2084 

346 CHANGE IN NET WORTH AFT TAX -25818. ~43. 50. 276. 

37 CASH RTN ON ORIG CASH EQUIY 0.1703 9.1657 0.1612 0.1567 

38 PERCENT ORIG EQUITY PAYBACK 9.1703 0.3360 0.4972 0.6540 

39 PRESENT VALUE OF PROJECT 443317. 421485. 429041. 435362. 

40 NET INCOME-MARKET VALUE RTO 0.1365 0.1365 9.1365 0.13465 

41 LENDER BONUS INTEREST RATE 0.0000 0.9000 0.0000 0.9000 

42 DEFAULT RATIO 9.5934 0.0936 0.5934 0.5936 

REPORT FECTIGQX NUR BER ? PAGE 1 

YEAR OF ANALYSIS 
soserscsscsssssssens 1979 19890 198i 1982 

MODIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 

4) CUM. AFT TAX SPENDABLE CASH 18290. 37373. 37309. 78158, 

44 MOD. I.R.R. ON ORIG EQUITY ~0.8297 -0.4102 -0.1889 ~-0.0764 

45 MOD. I.R.R. ON CUM. EQUITY -Q.8297 -0.4102 -0.1889 -0.0764 

RETURN ANALYSIS WITH SALE 

44 CuUMN. CASH LESS ORIG EQUITY ~7/328. 11492, 31985. o3t10. 

A? 6CUM. CASH LESS CUM. EQUITY “7528. 11492. 31985. S30, 
438 HOD I.R.R. ON GRIG EQUITY ~0.97901 0.90321 0.0908 0.1957 

49 MOD I.R.R. ON CUM. EQUITY ~0.0701 0.0521 0.0908 $.1057



-}3~- 

Vi. Property analysis to determine alternative uses 

A. Elements of analysis are approached as an inductive research 

problem moving progressively from on-site facts to external con- 

ditions. The appraiser needs to examine the following elements in 

sequence: (See Exhibit 3) 

1. Physical attributes of site and improvement. 

2. Legai-political constraints on alternative uses. 

3. Basic financial parameters of alternative uses. 

4, Existence of effective market demand for remaining alternatives. 

5. Comparative risk and return evaluation of alternatives for which 
there may be demand. | 

B. A physical analysis of inventory of site and improvement attributes 
should tnclude the five following subsets: 

1. Physical attributes (static) include site dimensions, soils, 

geology, topography, site improvements and capacity, and on- 
Site flora and fauna. 

2. Legal-political attributes include not only zoning and sub- 
dividing codes at the local level but also relevent federal, 

State, or private controls which might direct or restrict site 

use. As appropriate, the appraiser should note administrative 
patterns relevant to application of law to use of subject site.



~{4- 

3. Linkage attributes identify relationships of site to networks, 
populations or activities centers that might generate potential 
demand for the subject property. 

4. Dynamic attributes are those attributes which exist in the mind 
of others in terms of status, anxiety, beauty, imagery, senti- 
mentality or other perceptions which attach to the subject 

property to the degree that these are economically significant. 

5. Environmental attributes of the site concern with off-site 
natural systems of which the subject property may be a part 

such as riparian rights, pollution down wind, storm water runoff, 

etc. Even the shadow cast by the structure off-site may become 
Significant in the era of solar energy. Impacts on others may 
be perceptual (i.e. dynamic) or fiscal (legal-political) as well. 

C. Static site attributes which begin to narrow the potential market 

to alternative uses should include both the facts and their impli- 
cations for productive use in such topic areas as: 

1. Size, shape, and lot area : 

2. Topography, soils, geology, slope stability, bearing capacity, 
septic suitability, potential for subsidance, etc. 

3. Water table, wells, streams, ponds, storm water swales, shoreland 

edges, and bulkhead lines, flood plain destgnations, etc. 

4. Flora and fauna which enhance marketability or which might cause 
environmental impact litigation 

5. Concealed utility easements, old foundations, etc. 

6. Existing on-site utility services and capacity 

7. Access points to public thoroughfares or private right-of-ways 

8. Site improvements such as paving, retaining walls, pedestrian 

paths, culverts, etc. 

9. Landmark attributes or historical site features 

D. An inventory of legal attributes should move from specific site 
controls imposed by local zoning ordinances to state and federal 
regulations as well as private controls which may intervene. The 
appraiser has an obligation to report foreseeable attitues or future 
legislation which will affect administration of these ordinances 
relative to future uses of the site. 

1. All alternative setback lines and building envelope interpre- 
tations relative to site 

2. Legal uses under applicable zoning and critical limitations of 
each relative to FAR, bulk, parking requirements, DU count, etc.
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3. Special zoning options which may be available at owners option 
such as rezoning, downzoning, PUD zoning, etc. 

4. Special controls imposed by extra-territorial zoning, tax 
conservancy commitments, subdivision process, urban renewal 
districts, tax itncrement districts, etc. 

5. Special state or federal constraints under airport approach 

zone districts, harbor commissions, coastal zones, Office of 

Environmental Protection Agency, etc. 

6. Public attitudes of public commissions for sewer, water, highway, 

planning, or building administration 

7. Public and planning premises of community master plans relative 
to sprawl, restoration, redevelopment, and other land use 

priorities as these attitudes will affect administraion of the law 

8. Existing or impending legislation relative to such matters as: 

a. Septic tank installation 
b. Water quality for ground water, water recharge areas, storm 

water runoff, salt water encroachment, etc. 

c. Air quality standards relative to use, HVAC performance, 
micro-climate interference, etc. 

d. Conservation of envrionmental edges, prime agricultural land, 
wet lands 

9. Define physical system sub-systems 

a. Foundation system 
b. Structural system 

c. Floor system 
d. Ceiling system 

e. Roof system 
fF. Exterior wall system 
g. Interior wall system 
h. Horizontal circulation sytsem (provacy, interaction, congestion, 

confusion) 
i. Vertical circulation system (handicapped code, cost, economy of 

scale and height) 

10. Delineation of functional systems 

a. Bay spaces 

b. Module unit 
c. Ceiling heights | 
d. Visual codes - such as mass, entrance, claustrophobic signals 

ll. Public controls on possible alternative special uses such as 
restaurants, places of public assembly, schools, etc.



SITE IN SEARCH OF A USE Static Attributes 
SUES RO ee er cee EE 

Physical 
$ 

*~ Lega] 
@ ee 

wd 
> 

& : 
% ~@ Linkage - ae & 

eo — °& Environmental] 
gs 3 » $ & 

oe Market Attributes eo eo o 
= 

ey ge Sa at gy Q Sy 
= 

Building Envelope ¢' 4 2d eS 
ow 

& Orientation of General Market cS e & ne ~4 4 
Technica! Alternatives Patterns x 2" @ o & 2? <0 S x »” o s WW 

Micro Markets ‘ 2 Oe SD 
2 > & of 6 

we gS 
> « Neighborhood > Res os Expectations Re ge Kee ° % 

oO N° 9 Future Markets Solvency Tests 
SS 

@ Ras Cd 

Justified Private Capital 3 oo 6" Possible Alternative ~ Required Capital x o os Use Scenarios > Investment 
« 1 + Public Capital Subsidy ‘af So R, 

= Net Private Capital i tastructure Tests | aor Exposure . ® P Environmental Tolerance CoO | Pub Re i ; wi aS Acceptable Alternative uses b ublic Service Capacity es e 
S Fiscal tmpact + 

Public Priorities and investment Tests 
| Subsidy Investor Limitations 

& Objectives 12/1/78 

Financially Solvent § » Acceptable Risk Sensitivity 
Most Fitting Use Paramaters 

Most Probable Use of Site 
In Search of Use



-16- 

F. Analysis of the static and legal/political attributes of site and 
structure should be summarized in terms of competitive advantages 

and disadvantages of plausible alternative uses for costs, pricing, 

marketing, and political administration of compatibility. 

1. Some static attributes may help identify most probable user 

types (Ex. special display window sizes may be suitable for 
antique or art display) while attributes will make certain uses 
unlikely (Ex. floor load limitations of fire proofing weights 
required of places of public assembly). 

2. Some static or jJegal attributes can provide monopoly advantages 

because suitability is unique relative to lands al! around it, 
because of exemption from certain regulations, or existing 

approvals of development plans, including licenses for dredging, 

building code variances, etc. 

3. Some attributes lead to higher cost which the front door approach 
may reveal as leading to excessive rents or prices. 

G. Linkage attributes relate to subject property to both networks of 

supporting infra-structure which contributes toward effective demand 
for the property as economic space time or the supply and demand 

impact of related activity centers which may interact with the subject 

property. 

1. Analysis moves best from the borders of the subject property 
outward to expanding zones of potentia] demand or competitive 
supply. 

2. Utility services are network linkages in terms of: 

a. Limitations on sewage processing, storm water retention 

or runoff constraints 

b. Community energy supplies, priorities, and capacity 

c. Water processing and chemistry as applicable 

d. Possible dependency on resources such as wild game and fish, 
underutilized labor pools, fire department coverage zones, etc. 

3. Street, sidewalk, rail, and public transit systems including 
access points, traffic department controls, etc. 

4. Relationship of subject site to contiguous properties, balance 
of city block, and neighborhood layout pattern. 

5. Relationship of subject site to generators of potential needs 

and uses for the subject site, such as: 

a. Employment centers 
b. School system alternatives 
c. Retail services 
d. Complimentary existing nearby uses 
e. Recreational services 

f. Health care systems 
g. Security systems 
h. Waste disposal services
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6. Neighborhood demographics (population, age, employment, income, etc.) 

7. Relationship to competitive alternative and estimate of supply 
of available space, competitive ranking, and exposure of subject 
Site to competitive interception of potential demand. 

H. Dynamic attributes are those characteristics which exist in the 
minds of the beholder, which are mental or emotional responses 

which a site or project stimulates and which affect decision making 
behavior. 

1. Image conditioning of the approach zone 

2. Visual factors in terms of prominence of the site, views 
from the site, potential for controlled sight lines, etc. 

3. Prestige and status 

4h. Anxiety factors of access and security 

5. Noise as a function of traffic count (FHA noise pollution manual) 

6. Prevailing air currents and airborne pollution (phosphate 
plants or sulphite paper mills, for example). 

7. Political images established for a site by the public posttions | 

of local politicians or vested interest groups. 

8. Historical community reputation and values attached to the 
project site and structures. 

|. Environmental attributes of the site recognize that the real estate 
product today must respond not only to the needs of the individual 
consumer in the marketplace but to the collective community of 

consumers represented by the community political administrators. 

Land use must be sold to both ''markets.'' If the proposal won't 
sell at City Hall, there will be little opportunity to market the 
product individually. Pre-~architectural programs must not only 
constder physical factors of environmental impact off-site, but 
in addition: 

1. Silhouette of social impact in terms of public perceptions of: 

a. Displacement of existing residents and neighborhood units 
b. Contribution to social integration or mobility barriers 
c. Contribution to land use heterogeneity 
d. Contribution to regional and community master plans 

2. Fiscal impact on the community where appropriate: 

a. Direct impact on real estate tax revenues 
b. Direct impact on other governmental revenue 

c. Direct impact on incremental government 
d. Secondary contributions to local government revenues 
e. Secondary cost burdens created for local communities 

3. Social factors in the ethical environment:
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a. Impact on supply/demand equilibrium 
b. Stamina of project sponsor in the face of public pressure 
c. Vulnerability of potential project buyers to secondary 

political pressures and counter attack 
d. Potential uses requiring unique political resources or 

private/public consortiums 

J. For the experienced real estate analyst systamatic narrowing 
of alternative uses from study of the attributes leads to a 
limited series of alternatives which can then be given a final 
screening in terms of preliminary financial analysis and effective 
demand. The analyst may review these attributes to identify 
alternative uses by emphasizing one or more of the following 
angles of inquiry. 

1. Does any site of site attributes suggest a special space/time - 
to money/time configuration? For example, a high floor area 
ratio but little parking may suggest a building with a low 
person occupancy, such as a switchboard buflding or luxury 
apartment with minimum number of dwelling units. 

2. What attributes of the subject site provide monopoly 
characteristics or are inferior to alternative sites? 

3. What patterns in adjacent or competitive structure represent 
a trend to which the subject property should adapt? 

4, What patterns of use is revealed by transactions in similar 
properties on nearby locations? 

K. A program of use or reuse can be called a scenario and may be 

suggested by physical characteristics of the property, 
contiguous property trends and conditions, or known supply 

shortages with which the appraiser is familiar. 

L. Ranking of these scenarios for economic power is accomplished 
by means of the Back Door approach, i.e., the revenue justified 
investment for the property, as is alternative whrksheets 
for this approach using the default point and the debt cover 
ratio as the critical conversion of income to capital. 

M. Economic power has to be qualified in terms of marketing risks 
and capital budgeting risks of each of the alternative uses 
before alternative uses can be ranked in summary fashion as 
in Exhibit 6. | 

1. Note that Exhibit 6 integrates the basic elements of prel- | 
iminary feasibility analysis. 

2. Remaining disucssion will emphasize market risk which fs 
the primary cause of misleading appraisal conclusions



Case Study 

Neighborhood Shopping Center 

Preliminary Analysis



ELLUGQD 14:56C57 O3/12/79 

REVISED 46/17/75 

1 EG YLB? .094695 
2 PROJ PD? 3 

MORTGAGE 1 DATA 
A MTG INTR? 11040699 
Y HTG PD? 
6 MTG CON? .1040699 
? PAT POS/YR? 1 
10 MN? 75 

MORTGAGE 2 DATA 
14 MTG INTR? 
v2 ADEPR(-APPR)? 0 
od INC? 14646000 
uo Z INCR INCOME? 0 
08 EF.RETX.R.? 0 

~.9071199 = NTG 1 
»1022899 = BASIC RATE 
1022899 = QVERALL RATE 
1422838 = VALUATION 

MODE? P 

MORTGAGE? 75% 1217129 AT .1041 126664 
EQUITY 252% 405709 AT .09469 99333 

TOTAL 1622838 146000 INCOME 

1622838 ORIGINAL PRICE 
0 LESS OZ DEPRECIATION 

1622838 PROPERTY REVERSION, DEFERRED 3 YEARS 
1217129 MORTGAGE } 

1217129 0 LESS 3S YEAR AMORTIZATION; (0) 

405709 EQUITY REVERSION, DEFERRED 5S YEARS 

PRESENT VALUE OF EQUITY INCOME AND REVERSION AT 9.495% 

150274 INCOME, 39343.5 X 3.82051 
250435 REVERSION, 405709. X 0.629402 

405709 TOTAL



Under What Conditions Will Appraised Value Be Justified 

Equity Yield -09695 -078378 -L0159 -09695 

Projection Period 5 5 5 5 

Mortgage Interest - 1040699 - 1040699 -09625 -09695 

Mortgage Constant . 1040699 - 1040699 . 1040699 - 1040699 

Loan To Value 15 -75 2/5 2/5 

-~Appreciation or 

Depreciation 0 -O ~O ~-007365 

Income 166,000 166,000 166,000 166,000 

~~. Value 1,622,838 1,700,002 1,700,000 1,700,003 

A B Cc D 

A. Project "As Is", No Mortgage Amortization, No Appreciation. 

B. No Mortgage Amortization, No Appreciation, Reduce Equity Rate 

to achieve Appraised Value. 

C. Amortizing Mortgage, No Appreciation, Raise Equity Rate to 

achieve Appraised Value. | 

D. Amortizing Mortgage, Stated Equity Rate, Depreciate approximately 

.75% to achieve Appraised Value.



MOBE? | 
18 INCOME CONSTANT? YES 
ENTER OVERALL RATE FOR ANAL.? .09695 
ENTER 1 TO 4 PROJ. PRS? 1,2,4,5 
ENTER 1 TO 6 EQ. YLUS? .04,.08,.10,.12,.15, «20 

YIELD ANALYSIS WITH 
CONSTANT INCOME, 0.09469500 = R 

YRS 2 4 5 
YIELD 

0.0600 -0.0098 -0.0203 -0.0441 -0.0575 
0.0800 -0.0048 -0.0100 -0.0221 -0,0291 
0.1000 0.0002 6.0005 0.0013 0.0017 
0.1200 0.0052 0.0112 0.0260 0.0350 
0.1500 0.0127 0.0277 0.04658 0.0899 
0.2000 0.0252 0.0561 0.1399 0.1959 

MODE? Q



MOBEY C 
HYNEWVAL? S2,.04, 
#, NEWVAL? 
-O006891 = MTG 1 C 
00964332 = BASIC RATE 
1030250 = OVERALL RATE 
1611259 = VALUATION 

MODE? P 

MORTGAGE 792% 1208445 AT .1041 125762 
EQUITY 25% 402814 AT .0999 40237 

TOTAL 1611299 166000 INCOME 

1611259 ORIGINAL PRICE 
64450 LESS 4.4 DEPRECIATION 

1346809 PROPERTY REVERSION, DEFERRED S YEARS 
1208445 MORTGAGE 1 

T5118 37264 LESS 5 YEAR AMORTIZATION; (4.73861E-2) 

$99628 EQUITY REVERSION, DEFERRED 5 YEARS 

PRESENT VALUE OF EQUITY INCOME AND REVERSION AT 9.695% 

153726 INCOME, 40237.2 X 3.82051 
249088 REVERSION, 395428. X 0.629602 

402815 TOTAL



MODE? C 
#,NEUVAL? 32,.193 sta 
#,NEWVAL? 
0006891 = MTG 1 C 
9964332 = BASIC RATE 
~1282386 = OVERALL RATE 
12944461 = VALUATION | 

MODE? P 

MORTGAGE! 752 970846 AT .1041 101035 
EQUITY 252 S22415 AT .2007 64764 

TOTAL 1294461 146000 INCOME 

1294461 ORIGINAL PRICE 
249831 LESS 19.32% DEPRECIATION 

1044630 PROPERTY REVERSION, DEFERRED S YEARS 
9708446 MORTGAGE i 

724841 46005 LESS 3 YEAR AMORTIZATION, (4.73861E-2) 

119789 EQUITY REVERSION, DEFERRED 3 YEARS 

PRESENT VALUE OF EQUITY INCOME AND REVERSION AT 9.4952 

248196 INCOME, 64964.2 X 3.82051 
73419 REVERSION, 119790. X 0.629602 

$236135 TOTAL



MODE? C 
A,NEWVAL? 52,-.02 
#,NEWVAL? 
.0006891 = MTG 1 
0964332 = BASIC RATE 
.0931373 = OVERALL RATE 
1782315 = VALUATION 

MODE? P 

MORTGAGE! 75% 1334737 AT .1041 139114 
EQUITY 25% 445578 AT .0603 24885 

TOTAL 1782315 ~~ 164000 INCOME 

1782315 ORIGINAL PRICE 
~35446 LESS -2.% DEPRECIATION 

1817961 PROPERTY REVERSION, DEFERRED 5 YEARS 
1336737 MORTGAGE 1 

1273394 63343 LESS 5 YEAR ANORTIZATION; (4.73861E-2) 

544567 EQUITY REVERSION, DEFERRED 5 YEARS 

PRESENT VALUE OF EQUITY INCOME AND REVERSION AT 9.495% 

102717 INCOME, 26885.9 X 3.82051 
342840 REVERSION, 544548. X 0.629602 

445578 TOTAL 

MODE? Q



LIST 

RATES] 14:18CS1 03/11/79 

100 1,1,79,-425000 
110 12,30,79,33311 
120 12,30,80,33311 
130 12,30,81,33311 
140 12,30,82, 33311 
150 12,30,83,33311 
1460 12,30,83,384530 

READY 
REP 

READY 

Sf 75-77 
POUGSIOIF



LIST 

RATES2 16:19C8ST 03/11/79 

100 1,1,79,-142000 
105 1,1,80,-141000 
110 12,30,79,33311 
115 t,1,81,-142000 
120 12,30,80,33311 
130 12,30,81,33311 
140 12,30,82,33311 
150 12,30,83,33311 
160 12,30,83,384530 

READY 
REPLACE 

READY



OLD RATES 

READY 
RUN 

RATES 16:19CST 03/11/79 

NUMBER OF COMPOUNDING PERIGDS PER YEAR? | 

IF FILE INPUT, TYPE NANES ELSE TYPE “TERM’ 
? RATES! 

FILE INPUT: 
1,1,79,-425000 
12,30,79, 33311 
12,30,80,33311 
12,30,81,33311 
12,30,82,33311 
12,30,83, 33311 
12,30,83, 384530 

PERIOD OF 4 YEARS, {1 MONTHS, 30 DAYS 
FROX 1 1 797012 30 83 
TOTAL OUTLAYS 425000 
TOTAL RECEIFTS 551085 
INTERNAL RATE IS 6.15793 

ENTER COST OF CAP RATE? .09 
NET PRESENT VALUE AT 9.00% IS *-45422.867 
ADJUSTED RATE IS 6.56% 
ENTER COST OF CAP RATE? .10 
NET PRESENT VALUE AT 10.00% IS *-59865.559 
ADJUSTED RATE IS 6.712% 
ENTER COST OF CAP RATE? .11 
NET PRESENT VALUE AT 11.00% IS #-73594,.285 
ANJUSTED RATE IS 6.86% 
ENTER COST OF CAP RATE? .12 
NET PRESENT VALUE AT 12.00% IS *-84622.152 
ADJUSTED RATE IS 7.012% 
ENTER COST BF CAP RATE?



IF FILE INPUT, TYPE NAME; ELSE TYPE “TERN? 
? RATES2 

FILE INPUT: 
151479,-142000 
1,1,80,-141000 
12,30,79, 33311 
1,1,81,-142000 
12,30,80,33311 
12,30,81,33311 
12,30,82, 33311 
12,30,83,33311 
12,30,83, 384530 

PERIOD OF 4 YEARS, 11 MONTHS, 30 DAYS 
FROM 1 1 797012 30 83 
TOTAL OUTLAYS 425000 
TOTAL RECEIPTS 551085 
INTERNAL RATE IS 8.04058 

ENTER COST OF CAP RATE? .09 
NET PRESENT VALUE AT 9.00% 18 #-11299.223 
AUJUSTED RATE IS 8.36% 
ENTER COST OF CAP RATE? .10 
NET PRESENT VALUE AT 10.00% IS *-22402,752 
ADJUSTED RATE IS 8.70% 
ENTER COST OF CAP RATE? .11 
NET PRESENT VALUE AT 11.00% IS #-328461.499 
ADJUSTED RATE 1S 9.03% 
ENTER COST OF CAP RATE? .12 . 
NET PRESENT VALUE AT 12.00% IS #-42716.541 
ANJUSTED RATE IS 9.37% 
ENTER COST OF CAP RATE? .09,.10 
NET PRESENT VALUE AT 9.00% 15 #-11299.223 
USING DISCOUNT PCTS 9. FOR QUTLAYS, AND 10. FOR RECIEPTS 
ADJUSTED RATE 1S 8.51% 
ENTER COST OF CAP RATE?



IF FILE INPUT, TYPE NAME; ELSE TYPE “TERM~ 
? 

NOT ENOUGH INPUT--ADD MORE 
? 

USED 6.03 UNITS 
/COST OFF 

ACCRUED CHARGES SINCE SIGNIN 
$ 1.30 COMPUTER 

1.24 CONNECT 
0.44 CHARACTERS 

~0.84 EDU BISC 
$ 2.14 TOTAL 
EFFICIENCY = 35.2 
00009.83 CRU 0000.09 TCH 0003.33 KC 

OFF AT t6s22CST 03/11/79



Reprinted with permission of John H. Nabors, Jr. 

INPUT FORM cs" ee oaR DAP 
CONSTRUCTION ANALYSIS 

100 4 , 3, 14  , 79 __ Bldg ID#, Mo, Day, Year 

102 ee ree Se tne (REEL 102 title {centered 

L103 C5549U8 Gross sq ft or Acreage in tract 

104 - 4 Run Number 

201 Q , ..O ___ Shell -Sq Ft, $/Sq Ft 
202 QO , —. OO... isInterior - Sq Ft, $/Sq Ft 
203 620242 , 19. bY Building - Sq Ft, S$/Sq Ft 

204 @6F455, 275 . ,850O Grade Parking-Sq Ft/space, spaces, $/sq ft 
205 QO _, O , —.Q Structured Parking- Ditto 
206 O Landscaping/Lighting Costs-$ or $/sq ft 
207 O ‘Furniture, Fixtures & Equipment-$ or $/sq ft 
208 OQ ; © Sq ft,, $/sq ft or O 

(209) Title (enter only if 208 is not O, 0) 
210 OQ 1 Q Sq ft, S$/sq ft or 0 

(211) Title (enter only if 210 is not 0O, 0) 
212 O ; OQ Sq Ft, $/sq ft or 0 

(213) Title (enter only if 212 is not O,.0) 
214 Boat. O , © Other Costs:0,$, or % cf lines 201+202+203 

(215) Title (if line 214, first value not =0) 
(216) Title (if line 214, 2nd value not = 0) 
(217) Title (if line 214, 3rd value not = 0} 
218 O Construction Contingency=0,$, or % of lines 201, or 

TR Rm me me we me te ee me me me me me ne we me en wn na nn we we on ne ne ae nn nn ne on ne nr ne nn oe ee ee 90D + 203 
301 © Architecture Fees “~ Enter 0, $ or 
302 OQ Engineering Fees % Of Subtotal 
303 COD00D _.. Loan Origination Fees of lines 
304 O Legal & Closing Fees 201-218 
305 O _. l©axesS & Insurance JD 

(A) (B) (C) 
309 {OG4O _, O ' O > Optionally titled 
(310) Leasing Fee S Title for Cost A fees and costs: 0O, S, 
(311) Title for Cost of or % of subtotal 
(312) Title for Cost c of line 201-218 

401 LO , $ Construction Interim Int.Rate(%)Constr.Period(Mo) 

(D) (E) 
402 — OQ , CQ) Other expenses O, S, or % of subtotal 
(403) — Title for Cost D (not interim 
(404) . Title for Cost E financed) 

500 O _.(0 or $) Cost of.Land (or use line 501) 
501 25569SF , 130 Cost of Land--square feet(or acres),$/sq ft{acre} 
502 FQ, Qs «Interim Interest: Rate (%), months 
504 O , © Interim Land Cost - $/month, months 
505 O Other land costs-S or % of Land Cost 

) NABORS COMPUTING SERVICES 

DALLAS 3-75



LIST BAPCST 

DAPCST 14:38C8T 03/12/79 

100 1,3,11,79 
101 CHEMICAL BANK 
102 SHOPPING CENTER CASE STUDY 
103 255498 
104 1 
201 0,0 
202 0,0 
203 60242,19.690 
204 654.55,275, 50 
205 0,0,0 
206 0 
207 0 
208 0,0 
210 0,0 
212 0,0 
214 74538,0,0 
215 RESTAURANT 
218 0 
301 0 
302 9 
303 20000 
304 0 
305 0 
309 10640,0,0 
310 LEASING FEES 
401 10,8 
402 0,0 
500 0 
501 255698, 1.30 
502 0,0 
504 0,0 
505 0 

READY



INPUT FORM Pap DAP 
CASH FLOW ANALYSIS 

100 1 O or 1 (O=lines 101-107 required; l=use construction data) 
(101) ; , , Building ID#, Mon, Day, Year 

(102) Title Line 1 

(103) Title Line 2 

Title Lines 1 and 2: up to 60 characters (centered). 

(104) Gross square footage in tract 

(105) ___Gross square footage in building 
(106) Total construction cost 

(107) Run number 

Lines 101-107 are entered only if value is O on line 100! 

200 5 Number of Rental Rates (1 to 5) 

201 3.67 ,3,75 _, U.00 ,3.§ ,3,25 Rental Rates ($ or S/sq ft or $/unit 

202 § Number of Vacancy Rates (1 to 5) 

203 3.77  ,_ 4.0 15.0 1_@.0 _, 3.90 Vacancy Rates in %(eg.10) 
204 O Annual Parking Income (0 or S$/year or $/unit) 
205 QO Qther Income (0 or $/year or $/unit) 

206 s Number of Operating Expenses (1 to 5) 

207 _.77 1» FO. 1-90 1.0 _, .70 Operating Expenses($ or $ sq ft or 
S/funit) 

208 5 Number of Financing Conditions (0 to 5) 

(209)9.625 ,9.75 ,/0.0 ,/0.25 , 4.590 Interest rRates(annual % eg. 9.5) 
(210) 27, 27 217 1.390 .,.2@5 Term in years 
212 5 Number of Building Efficiency Rates (1 to 5) 

213 60242 , 62000 , GY000, G42000, G000QEfficiency Rates (% of gross footage) 
214 LQ -Number of cash Flow Tables (0 to 15) 

Output Tables 

(215) 1 , 2 Enter parameters to be output 
(216) 4 ; 3 l Rental rate 

(217) 4 ; uf 2 Vacancy rate 

(218) 1 ,§ 3 Operating expense rate 
(219) 1 , 6 4 Financing conditions 

(220) 2 ; Y. 5 Building efficiency 

(221) 3 : uy 6 Loan to cost ratios 

(222) 3 ; 5 7 Land lease costs 
(223) 3 ,_& 2XX ROW ' COLUMN 
(224) Y _ GO 

230 5 Number of loan to cost ratios (1 to 5) 

231 75 LS ,_ 20 _ 12 ,_70 Loan ratios in % (eg. 85) 
240 1 1 or 2 (l=breakeven rental rates 2=return on equity) 

250 5000 Equivalent Cash Flow Amount, (eg. 5000 or 20000 dollars) 

260 l Number of units in project (1-9999) 
270 Number of land lease expenses (0-5) 

(271) Z ' : ' ' 
Land lease expenses (0, S$, or $ per unit) 

(280) Land cost variable (omit, O or S$) 

Footnote: For explanation of use of lines 260-280, see Feb 1975 Newsletter. 

NABORS COMPUTING SERVICES 

DALLAS 3°75



LIST DAPIN 

DAPIN 16:38CST 03/12/79 

100 1 
200 5 
201 3.67,35075 4000, 3p Se 25 
202 5 
203 3.774400) 500 pha 0,300 
204 0 
205 0 
206 5 
207 477, «80, «90,120, «70 
208 5 
209 9.625,9.75,10.0, 10025, 9250 
210 27,27,27,30,25 
212 5 
213 60242,42000, 64000 ,64000,40000 
214 10 
215 1,2 
216 1,3 
217 1,4 
218 1,5 
219 1,4 
220 2,4 
221 3,4 
222 3,5 
223 3,64 
224 4,4 
230 5 
231 75,78,80,72,70 
240 1 
250 5000 
260 1 
270 0 

READY



RUN DAP 

DAP 14s 39CST O3/12/79 

VERSION 5 APRIL 1, 1975 

THE PROGRAM DAP I5 THE PROPERTY OF: 
JOHN H. NABORS, JR. 
ROGERS & BABLER, INC. 
4607 E. TUDOR ROAD 
ANCHORAGE, ALASKA 99507 
(907) 333-5512 

ROYALTY CHARGE IS $ 3 PER EXECUTION AFTER #60+ 

ANSWER YES OR NO OR GIVE DATA FILE NAME 

QUESTION NO. QUESTION 

Qi: IS THERE A CONSTRUCTION DATA FILE (YES OR NOD?YES 

Q2: WANE OF CONSTRUCTION DATA FILE?DAPCST 

Q3: LIST THE CONSTRUCTION INPUT DATA (YES OR NO)?YES 

Q4: QUTPUT THE CONSTRUCTION COST SCHEDULE (YES OR ND)?YES 

Q5: IS THERE A CASH FLOW DATA FILE (YES OR NO)?YES 

Q4: NAME OF CASH FLOW DATA FILE: ?RAPIN 

Q7: LIST THE CASH FLOW INPUT DATA (YES OR NO)TYES 

G8: OUTFUT DEBT SERVICE CALCULATIONS (YES OR NO) ?YES 

Q?:;  GUTPUT THE CASH FLOW TABLES (YES OR NQ)PYES 

Q10: OUTPUT THE SENSITIVITY TABLE (YES OR NQ)?YES



INPUT BATA LISTING 

BUILDING ID 1 
DATE $3 dt 79 

TITLES CHEMICAL BANK 

TITLES SHOPPING CENTER CASE STUDY 

SQ FT IN TRACT 255698.00 

RUN NO. 1 

CONSTRUCTION-SHELL 0. SG FT AT $& 9. $ 
CONSTRUCTION-INTERIOR 0. SQFT AT S$ 9. $ 
TOTAL BUILDING COST 60242. 58 FT AT $ 19.49 $ 

GRADE PARKING 654.505QFT 275.005PACES @ $ 0.359 

STRUCT. PKING 0. SQFT 6. SPACES @¢$ 9. 

LANDSCAPING 0. 
FF AND E 0. : 

RESTAURANT 74558 2090 

FEES 
ARCHITECTURE 0. 
ENGINEERING 0. 
LOAN FEES 29000.00 
CLOSING COSTS 0. 
TAXES AND INS 0. 
OPTIONAL TITLE OPTIONAL EXPENSES 
LEASING FEES 10649.90 

CONSTRUCTION INTERIM RATE 190.000 PCT 
CONSTRUCTION PERIOD 8 MONTHS 
LAND INTERIN RATE I5 0. PCT 

209698.00 SQUARE FEET AT $ 1.39 

INTERIM RATE 0. PCT FOR 0. MONTHS 

COST PER MONTH 0. FOR 9. MONTHS 

OTHER LAND COSTS 0.



CONSTRUCTION COST ESTIMATE 

CHEMICAL BANK 

SHOPPING CENTER CASE STUDY 

BATEs 3/ft/ 79 

BLOG: 1 

RUN : j 

CONSTRUCTION COSTS DOLLARS 

TOTAL BUILDING COST 60242, 58 FT AT $ 19.49 $¢ 1186165. 

GRADE PARKING 275. SPACES AT $& 327. 90001. 

RESTAURANT 74538. 

SUBTOTAL CONSTRUCTION 1350704, 

LOAN GRIGINATION FEES AT 1.95 PCT 20000. 

LEASING FEES AT 0.8 PCT 19640. 

CUMULATIVE SUBTOTAL 1381344. 

INTERIM INTERKEST-CONSTRUCTION 

$ 1381344. AT 10.0 PCT FOR 8 MONTHS COMPOUNDED yeg20. 

TOTAL CONSTRUCTION COSTS 14341464. 

LAND COSTS 

200698. SQFT AT $€ 1.30 332407, 

INTERIM INTEREST-LAND 

TOTAL LAND COST 332407. 

TOTAL LAND AND CONSTRUCTION COST 1766571.



TMPUT BATA LISTING 

BUILDING ID 1 
DATE 3. (Od 7 

TITLES 
CHEMICAL BANK 

SHOPPING CENTER CASE STUBY 

SQ FT IN TRACT 2554698.90 
SQ FT IN BLDG 0242.0 

CONSTRUCTION AND LAND COST 1764571. 
BLDG. EFF. GREATER THAN 100% AND WILL BE INTERPRETED AS NET LEASEABLE 
SQUARE FEET 
BLUG. EFF. GREATER THAN 1002 AND WILL BE INTERPRETED AS NET LEASEABLE 
SQUAKE FEET 
BLDG. EFF. GREATER THAN 1002 AND WILL BE INTERPRETED AS NET LEASEABLE 
SQUARE FEET 
BLDG. EFF. GREATER THAN 1002 AND WILL BE INTERPRETED AS NET LEASEABLE 
SQUARE FEET 
BLOG. EFF. GREATER THAN 100% AND WILL BE INTERPRETED AS NET LEASEABLE 
SQUARE FEET 
KUN NO. { 

RENTAL RATES 3267 geld 4.00 3.30 3.23 

VACANCY RATES 3a7? 4.90 3200 6.09 3.09 

PARKING INCOME 0. 
OTHER INCOME 0. 

OPERATING EXPENSES 0.77 0.80 0.79% 1.900 0.70 

INTEREST RATES 9.625 PCT 9.750 PCT10.000 PCTI0.250 PCT 9.500 PCT 
LOAN LENGTH (YRS) a7. 27. 27. 30. 25. 

BLOG EFFICIENCIES 1909.09 102.92 104.24 107.36 97 60 

OUTPUT TABLES 
1 = RENTAL RATES 2 = VACANCY RATES 
3 = EXPENSE RATES 4 = FINANCING CONDITIONS 
5 = BLDG EFFICIENCY 4 = LOAN RATIOS 
7 = LAND LEASE EXPENSE 

1 2 
\ 3 
1 4 
} 3 
1 4 
2 4 
3 4 
3 a 
5 § 
4 é 

LOAN TO COST RATIOS 75290 78.09 80.00 72.990 79.90 

IFX=1, BREAKEVEN RENTAL RATES WILL BE OUTPUT 

EQUIVALENT CASH FLOW ANOUNT IS $ 5000.00 

UNTTS : 1. 
LAND COST VARIABLE: 332407.



AMOUNT FINANCED $ 1524929. EQUITY $ 441443. 

LOAN RATIO 75.00 PCT 

INTEREST TERA CONSTANT DEBT SERVICE 
ANNUAL PER SQ FT PER UNIT 

9.625 27.9 10.4070 137885. 2.2889 
9.750 27.9 10.5140 139303. 223124 

10,009 27.9 10.7292 142154. 2.359? 
10.250 30.0 10.7532 142472. 2.43650 
9,400 23.9 10.4844 138910. 223009 

AMOUNT FINANCED $ 13779264. EQUITY § 588646. 

LOAN RATIO 78.00 PCT 

INTEREST TERM CONSTANT REBT SERVICE 
ANNUAL PER SQ FT PER UNIT 

9.625 27.9 10.4079 143401. 2.3804 
9.750 27.9 10.5140 144875. 244049 

10.0090 27.0 10.7292 147840. 2.4541 
19.250 50.9 10.7532 148171. 204596 
9.900 23.0 10.4844 144467. 2.3781 

AMOUNT FINANCED $ 1413257. EQUITY $ 353314. 

LOAN RATIO 80.00 PCT 

INTEREST TERA CONSTANT DEBT SERVICE 
ANNUAL PER SQ FT PER UNIT 

9.625 27.9 10.4070 147078. 2.4414 
9.750 27.9 10.3140 148590. 2e4646 

10.009 27.9 10.7292 191631. aust ?d 
10.250 30.0 10.7532 151971. Ledee/ 
9.300 29.9 10.4844 148171. 224596 

AMOUNT FINANCED $ 1271931. EQUITY $ 494440, 

LOAN RATIO 72.00 PCT 

INTEREST TERA CONSTANT DEBT SERVICE 
ANNUAL PEK SQ FT FER UNIT 

9.625 27.9 19.4070 152370. 2219773 
94790 27.9 10.5140 133731. Bo2i dG 

10.000 27.0 10.7292 136448. 2.26353 
10.259 30.9 10.7532 136774. 242704 
74900 2329 10.4844 133354. 2.2136 

AMOUNT FINANCED $ 1256600. EQUITY $ sero? |. 

LOAN RATIO 70.00 PCT 

INTEREST TERS CONSTANT BEBT SERVICE 
ANNUAL PER SQ FT PER UNIT 

7.425 27.0 10.4079 128693. 2.1363 

9.750 27.9 10.5140 130014. 2.1582 
10.000 27.0 10.7292 132677. «2024 
10.250 30.0 10.7532 132974. 202073 
9.9500 25.0 10.4844 129650. 2.1521 |



PRO FORWA CASH FLOW TABLE 

CHENICAL BANK 

SHOPPING CENTER CASE STUDY 

FIXED PARAMETERS PAGE 1 OF 12 

SITE : 255698. SQUARE FEET DATE 3-1i- 79 
BUILDING : 60242. SQUARE FEET BLDG 
EFFICIENCY: 100.00 PCT( 60242. 8@ FT) 
LOAN RATIO: 75.00 PCT OF $ 1766571. 
LOAN s  $ «1324929, 
EQUITY +: ¢ 441643. 
FINANCING : 27. YEARS 9.625 PCT 
OTR INCOME:  $ 0. ANNUALLY RUN 
EXPENSES : ¢ 0.77 PER $Q FT 

ANRUAL CASH FLOWS 

VACANCY ALLOWANCE 

3.00 PCT 3.77 FCT 4.00 PCT 5.00 PCT 6.00 PCT 

RENTAL RATES 
ANNUAL $/S@ FT 

$ 3,25 5641. 4134, 3683. 1726. -232, 

$ 3.50 20250. 18626. 18142. 16033. 13925. 

$ 43.67 30184. 28482. 27973. 25762. 23551. 

$ 3.75 34859. 33119. 32600. 30344. 28081. 

$ 4,00 49467. 47612. 47058. 44648. 42238. 

BREAKEVEN RENTAL RATES 

VACANCY ALLOWANCE 

3.00 PCT 3.77 PCT 4.00 PCT 5.00 PCT 6.00 PCT 

RENTAL RATES 
ANNUAL $/SQ FT 

3.15 3.18 3.19 3,22 3.25



PRO FORAA CASH FLOW TABLE 

CHEMICAL BANK 

SHOPPING CENTER CASE STUDY 

FIXED PARANETERS PAGE 2 OF 12 

SITE : 295698. SQUARE FEET DATE S-fi- 79 
BUILDING : 60242. SQUARE FEET BLOG 1 
EFFICIENCY: $00.00 PCT( 60242. 58 FT) 
LOAN RATIO: 75.00 PCT OF $ 1766571. 
LOAN ¢  € 1924929. 
EQUITY >: $ 441643. 
FINANCING : 27. YEARS 9.425 PCT 
VACANCY 3.77 PCT OF LEASEABLE 
OTR INCOME: $ 0. ANNUALLY RUN 1 

ANNUAL CASH FLOWS 

ANNUAL EXPENSE RATES PER S@ FT 

$ 0.70 $ 0.7? $ 0.90 $ 0.90 $1.00 

RENTAL RATES 
ANNUAL $/SQ FT 

$ $229 8351. 4ig4. 2326. ~3698.. ~97 22. 

$ 3.50 22843, 18426. 14819. 10795. 4771. 

$ 3.6? $2698. 28482. 26674. 2046590. 14626. 

§ a7 3 37336. $3119. S13i2. 29298. 19244. 

$ 4.90 91829, 47612. 45805. 59780. 33756. 

BREAKEVEN RENTAL RATES 

ANNUAL EXPENSE RATES PER SQ FT 

$ 0.70 $ 0.7? € 9.80 $ 0.90 $ 1.09 

RENTAL RATES 
ANNUAL $/SQ FT 

aif 3.18 3.21 5.31 3.42



FRO FORMA CASH FLOW TABLE 

CHEMICAL BANK 

SHOPPING CENTER CASE STUDY 

FIXED PARANETERS PAGE 3 OF 2 

SITE > 255698. SQUARE FEET DATE 3-ti- 79 
BUILDING : 60242, SQUARE FEET BLDG | 
EFFICIENCY: 100.00 PET( 606242. 50 FT) 
LOAN RATIO: 75.00 PCT OF $ 1766571. 
LOAN 2 $ 1524929. 
EQUITY : & 441643. 
VACANCY : 3.7? PCT OF LEASEABLE 
OTR INCOME: $ 0. ANNUALLY RUN 1 
EXPENSES : $ 0.77 PER S@ FT 

ANNUAL CASH FLOWS 

FINANCING PARAMETERS 

27. YEARS 27. YEARS 27. YEARS 30. YEARS 25. YEAKS 
9,62 POT 9.75 PCT 10.00 PCT 10.25 PCT 9.50 PCT 

RENTAL RATES 
ANNUAL $/50 FT 

§ 3229 A134. 2716. “135. ~433. 3109. 

$ 3400 18426. 17208, 14358. 14039. 17401. 

$ 3.67 28482. 27063. 24213, 23894. 274356. 

$ be73 Sdtty. 31701. 28851. 285352. 52074. 

$ 4.00 47612. 46194, 43343. 43025. 446587. 

BREAKEVEN RENTAL RATES 

FINANCING PARAMETERS 

27. YEARS 27. YEARS 27. YEARS 30. YEARS 25. YEARS 
9.62 POT 9.75 PCT 10.00 PCT 10.25 PCT 9.50 PCT 

RENTAL RATES 
ANNUAL $/5@ FT 

ba18 3420 3.29 Baad 3.20



PRO FURAA CASH FLOW TABLE 

CHEMICAL BARK 

SHOPPING CENTER CASE STUDY 

FIXED PARAMETERS PAGE 4 OF 12 

SITE s 255698. SQUARE FEET BATE 8 3-fi- = 79 
BUILDING : 60242. SQUARE FEET BLOG | 
LOAN RATIO: 75.00 PCT OF € 1766571. 
LOAN = §$ 1324929. 
EQUITY : $ 441643. 
FINANCING = 27. YEARS 9.625 PCT 
VACANCY =: ge//7 PCT OF LEASEABLE 
OTR INCOME: §$ 0. ANNUALLY RUN 1 
EXPENSES =: $$ 0.77 PER 58 FT 

ANNUAL CASH FLOWS 

BUILDING EFFICIENCY (PCT OF GROSS) 

97.60 POTI0O0.00 PCTI02.92 PCTI06.24 POTIO?.546 PCT 
LOAN TO COST RATIO 

79.00 PCT 72.00 PCT 75.00 PCT 78.90 PCT 80.00 PCT 

RENTAL RATES 
ANNUAL $/S@ FT 

$ $625 17708. 12993. 55635. 4134. 8278, 

$ 3.59 33586. 28390. 17998. 18426. 23194, 

| $ 3467 44333. $8860. 27813. 28482. 33336. 

$ 3279 49464. 43787. 32432, S319. 38109, 

$ 4.00 63542. s?1B4. 46867. 47612. 55025 « 

BREAKEVEN RENTAL RATES 

BUILDING EFFICIENCY (PCT OF GROSS) 

99.60 PCTI00.00 POTIO2.92 POTTING. 24 PCTIO9.S46 PCT 
LOAN TO COST RATIO 

70.00 PCT 72.00 PCT 75.00 PCT 78.00 PCT 80.00 PCT 

RENTAL RATES 
ANNUAL $/5Q FT 

2.97 5.04 3.19 3.48 3.4]



PRO FORMA CASH FLOW TABLE 

CHEMICAL BANK 

SHOPPING CENTER CASE STUDY 

FIXED PARAMETERS PAGE 9 OF 12 

SITE : 259698. SQUARE FEET BATE 3-1li- 79 
BUILDING : 60242. SQUARE FEET BLIG 1 
EFFICIENCY: 100.00 PCT( 60242. SQ FT) 
FINANCING : 27. YEARS 9.425 PCT 
VACANCY = 5 3.77 PCT OF LEASEABLE 
GTR INCOME: § 0. ANNUALLY RUN | 
EXPENSES : $$ 0.77 PER S@ FT 

ANNUAL CASH FLOWS 

LOAN TO COST RATIO 

70.00 PCT 72.00 PCT 75.00 PCT 78.00 PET 80.00 PCT 

RENTAL RATES 
ANNUAL $/SQ FT 

$ e220 13326. 9649, 4134. ~1382. ~3059. 

$ 3.50 27819, 24142. 184264. 13itf. 9434, 

$ 346? 37674. 33997, 28482. 22966. 19289, 

$ $675 42312. 38635. 33119, 276404. 23592?. 

$ 4.00 36804. vd127. 47612. 42096. 38420. 

BREAKEVEN RENTAL RATES 

LOAN TO COST RATIO 

70.00 PCT 72.00 PCT 75.00 PCT 78.00 PCT 86.00 PCT 

RENTAL RATES 
ANNUAL $/SQ FT 

3.92 3498 3.18 bea? 3.54



PRO FORMA CASH FLOW TABLE 

CHEMICAL BANK 

SHOPPING CENTER CASE STUDY 

FIXED PARAMETERS | PAGE 4 OF 12 

SITE : 255698. SQUARE FEET DATE 3-11-79 
BUILDING : 60242, SQUARE FEET BLDG 
EFFICIENCY: 100.00 PCT( 60242. SQ FT) 
LOAN RATIO: 75.00 PCT OF $ 1764571. 
LOAN > § «1324929, 
EQUITY : $ 441643. 
REVENUE : $ 3.67 PER §Q FT 
OTR INCOME: $ 0. ANNUALLY RUN 
EXPENSES : $ 0.77 PER SQ FT 

ANNUAL CASH FLOWS 

FINANCING PARAMETERS 

27. YEARS 27. YEARS 27. YEARS 30. YEARS 25. YEARS 
9.42 PCT 9.75 PCT 10.00 PCT 10.25 PCT 9.50 PCT 

VACANCY RATES 

3.00 PCT 30184. 28766. 25915. 25597. 29159. 

4.77 PCT 28482. 27063. 24213. 23894. 27456. 

4.00 PCT 27973. 26555. 23704. 23386. 24948. 

5.00 PCT 25762. 24344. 21494. 21175. 24737. 

6.00 PCT 23551. 22133. 19283. 18964. 22526. 

BREAKEVEN RENTAL RATES 

FINANCING PARAMETERS 

27. YEARS 27. YEARS 27. YEARS 30. YEARS 25. YEARS 
9.62 PCT 9.75 PCT 10.00 PCT 10.25 PCT 9.50 PCT 

VACANCY RATES 

3.00 PCT 3.45 4.18 3.23 3,23 3.17 

3.77 PCT 3.18 3.20 3.25 3.26 3.20 

4.00 PCT 3.49 3.21 3.26 3.27 3.20 

5.00 PCT 3.22 3.24 3.29 3.30 3,24 

6.00 FCT be2Za 3.28 3.33 be 54 bei?



PRO FORA CASH FLOW TABLE 

CHEMICAL BANK 

SHOPPING CENTER CASE STUDY 

FIXED PARAMETERS PAGE 7 OF 12 

SITE 2 200698. SQUARE FEET DATE 3-fi- 79 
BUILDING ; 60242. SQUARE FEET BLUG ! 
EFFICIENCY: 100.00 PCT( 60242, SQ FT) 
LOAN RATIO: 75.00 PCT OF $ 1766571. 
LOAN = $ «1324929, 
EQUITY : $ 441643. 
REVENUE : ¢ 3.47 PER SQ FT 
VACANCY =: 3.7? PCT OF LEASEABLE 
OTR INCOME: $% O. ANNUALLY RUN 1 

ANNUAL CASH FLOWS 

FINANCING PARAMETERS 

27. YEARS 27. YEARS 27. YEARS 30. YEARS 25. YEARS 
9.62 PCT 9.75 PCT 10.00 PCT 10.25 PCT 9.50 PCT 

EXPENSE RATES 
ANNUAL $/S5Q FT 

$ 0.70 32698, 31280. 28430, 20111. $1673, 

$ 0.77 28482. 27063, 24213. 25894, 27456, 

$ 0.80 26674. 20256. 22406. 22087. 25649, 

$ 0.99 20650. 19232, 16581. 16063. 19625, 

$ 1.00 14626. 13208. 10357. 10039. 134601. 

BREAKEVEN RENTAL RATES 

FINANCING PARAMETERS 

27. YEARS 27. YEARS 27. YEARS 30. YEARS 25, YEARS 
9262 PCT 9.75 PCT 10.00 PCT 10.25 PCT 9.50 PCT 

EXPENSE RATES 
ANNUAL $/5Q FT 

§ 0.70 3.11 3.13 3.18 3.19 bel2 

$ 0.77 5618 3420 be25 be 2h 3.20 

4 0.89 b.21 bi2d $4.28 Jee? Ja2d 

$ 0.990 5.31 3.34 5239 3239 3.433 

$ 1.00 3.42 3.44 3.49 3.99 3.44



PRO FORMA CASH FLOW TABLE 

CHENICAL BANK 

SHOPPING CENTER CASE STUDY 

FIXED PARAMETERS PAGE 8 OF 12 

SITE > 209698. SQUARE FEET DATE 3-t1- 79 
BUILDING : 60242. SQUARE FEET BLUG I 
LOAN RATIO: 75.00 PCT GF $ 1766571. 
LOAN > $ 1324929, | 
EQUITY >: $ 441643. 
FINANCING : 27. YEARS 9.625 PCT 
REVENUE : $ 43.67 PER SQ FT 
VACANCY = : $o77 PCT OF LEASEABLE 
OTR INCOME: ¢$ 0. ANNUALLY RUN | 

ANNUAL CASH FLOWS 

BUILDING EFFICIENCY (PCT OF GROSS) 

99.60 PCTIO0.00 PCTIOZ.92 PCTI06.24 PCT109.56 PCT 
LOAN TO COST RATIO 

790.00 PCT 72.00 PCT 75.00 PCT 78.00 PCT 80.00 PCT 

EXPENSE RATES 
ANNUAL $/S5Q FT 

$ 9.79 49003. 43340. $2013. 32698. 3767/6. 

$ 0.77 44383, 38860. 27813. 28482. 33356. 

$ 0.80 42403. 56940, 26013. 26674, 31476. 

$ 0.70 35803. $0540. 20013. 20650. 252766 

$ 1.00 29203. 24140, 14013. 14626. 19076, 

BREAKEVEN RENTAL RATES 

BUILDING EFFICIENCY (PCT OF GROSS) 

99.60 PCTI00.00 PCTI02.92 PCTION6.24 PCTIO9.56 PCT 
LOAN TO COST RATIO 

70.00 PET 72.00 PCT 75.00 PCT 78.00 PET 80.90 PCT 

EXPENSE RATES 
ANNUAL $/58 FT 

$ 0.70 2.99 2097 3.12 3.11 3.04 

$ 0.77 2097 3.04 3.19 3.18 3.41 

$ 0.80 3.00 5207 band deal Sul 4 

$ 0.99 gett ga17 3.32 3.31 3.29 ; 

$ 1.00 3.2) 3.228 3.43 3.42 3.235



PRO FORMA CASH FLOW TABLE 

CHEMICAL BANK 

SHOPPING CENTER CASE STUDY 

FIXED PARAMETERS PAGE 7 OF {2 

SITE > 2095698. SQUARE FEET DATE = 3-t1- 79 
BUILDING : 60242. SQUAKE FEET BLDG j 
EFFICIENCY: 100.00 PCT( 60242. SQ FT) 
FINANCING : 27. YEARS 9.625 PCT 
REVENUE +: ¢$ 3.67 PER SQ FT 
VACANCY : b.77 PCT OF LEASEABLE 
GTR INCOME: § § QO. ANNUALLY RUN i 

ANNUAL CASH FLOWS 

LOGAN TO COST RATIO 

70.00 PCT 72.00 PCT 75.00 PCT 78.00 PCT 90.00 PCT 

EXPENSE RATES 
ANNUAL $/S5Q FT 

§ 0.70 413891. 8214, 32493. 27183. 23506. 

$ 0.77 37674, 33997, 28482. 22766. 19289, 

$ 0.89 30867, S2190. © 26674. 21159. 17482, 

$ 0.70 29842. 26165. 20650. 13155. 11458. 

$ 1.00 23818. 20141. 14426. 9110. 0434, 

BREAKEVEN RENTAL RATES 

LOAN TO COST RATIO 

79.00 PCT 72.00 PCT 75.00 PCT 78.00 PCT 80.00 PCT 

EXPENSE RATES 
ANNUAL $/S@ FT 

$ 0.79 2.95 3.01 3.11 3.20 226 

$ 0.7/7 3602 3.08 3.18 Sea? 3.34 

$ 0.80 3.05 3elt 3.21 3.31 3257 

$ 0.99 3.16 5.22 5.51 364] 3.4? 

$ 1.00 5226 bade 5442 Saal 3209



PRO FORMA CASH FLOW TABLE 

CHEMICAL BANK 

SHOPPING CENTER CASE STUDY 

FIXED PARAMETERS PAGE 10 OF 12 

SITE s 2033698. SQUARE FEET DATE S-fi- 7? 
BUILDING : 60242. SQUARE FEET BLDG 1 
EFFICIENCY: 100.00 PET( 60242. 58 FT) 
REVENUE =: $ 3.47 PER SQ FT 
VACANCY  : 3.77 PCT OF LEASEABLE 
QTR INCOME: $% O. ANNUALLY RUN 1 
EXPENSES : $$ 90.77 PER S@ FT 

ANNUAL CASH FLOWS 

LOAN TO COST RATIO 

70.00 POT 72.00 PCT 75.00 PET 78.00 PCT 80.00 PCT 

FINANCING OS 

27 -YR 9.62PCT 37674, 53797. 28482, 229 46 » 19289. 

276YR F.75PCT 36350. 32636. 27063. 21491. 17777, 

276YR 10.00PCT 33690. 27899, 24213. 18527. 14736. 

SO.YR 10.25PCT 33373. 29593. 23894, 18195. 14396. 

25eYR F.50PCT 36717. $d0ti. 27456. 21990. 18196. 

BREAKEVEN RENTAL RATES 

LOAN TG COST RATIO 

70,00 PCT 72.00 PCT 75.00 PCT 78.00 PCT 80.00 PCT 

FINANCING BE 

276YR 9462 PCT 3.92 3.08 3.48 3.27 3.34 

27.Y¥R 9.75 PCT 3.04 Bell 3.29 3.30 3436 

27.YR 10.00 PCT 5.99 3.13 be2d bad5 5642 

SO.YR 10.25 PCT 5.09 e416 $426 5434 3.42 

25eYR 9.50 PCT 3494 5.19 5.20 3.2? 3436



SERSITIVITY TABLE 

CHEMICAL BANK 

SHOPPING CENTER CASE STUDY 

FIXED PARAMETERS PAGE 11 OF 12 

SITE : 2554698. SQUARE FEET DATE $-fi- 79 
BUILDING : 60242. SQUARE FEET BLDG 1 
EFFICIENCY: 100.00 PCT OF GROSS 
LOAN RATIO: 75.00 PET OF $ 1766571. 
EQUITY = $ 441643. 
FINANCING : 27, YEARS 9.4625 PCT 
REVENUE :s $$ 3.67 PER SQ FT 
VACANCY =: 3.77 PCY OF LEASEABLE 
PARK/OTHER: §$ O. ANNUALLY RUN 1 
EXPENSES : $ 90.77 PER S@ FT 
CONSTRUCTION AND LAND COST 1766571. 
CONSTRUCTION INTERIM RATE 19.000 PCT 
CONSTRUCTION PERIOD 8 MONTHS 
LAND INTERIM RATE IS 0. PCT 

EFFECT OF SELECTED CHANGES IN PARAMETERS 
PARAMETER CHANGE INCREASE IN EFFECT ON 

CASH FLOW CONSTRUCTION 

DECREASE CONSTRUCTION COST $ 100,000 $ 11050. § -106179. 
DECREASE CONSTRUCTION $ 1.00 PER S@ FT 6657. -~63964. 
INCREASE CONSTRUCTION PERIOD {| MONTH “1798. HiSit. 
DECREASE CONST AND LAND INTERIW 1 PCT 090, “3674. 
DECREASE TOTAL LAND COST BY $ 332467. 34594. 
INCREASE BUILDING EFFICIENCY 1 PCT 1664. 
INCREASE RENTAL RATE $ .10 PER SQ FT se? 
DECREASE VACANCY RATE 1PCT Zeit. 
DECREASE OPERATING RATE $ .10 PER S@ FT 6024. 
DECREASE PERMANENT RATE .25PCT 2821. 
DECREASE PERMANENT LOAN TERM BY 1 YEAR ~1134. 
DECREASE PERMANENT LOAN TERM BY 5 YEARS “7252. 
DECREASE THE LOAN RATIO BY 3 PERCENT 9192. 

EQUIVALENT EFFECT TO YIELD 
A $ 5000. INCREASE IN ANNUAL CASH FLOW 

DECREASE CONSTRUCTION COSTS BY ¢$ 45249. 
DECREASE CONSTRUCTION COST BY $$ 90.75 PER SQ FT 
DECREASE LAND COST (NG INTERIM) BY $ 48045. 
DECREASE CONSTRUCTION PERIOD BY 4.2 MONTHS 
DECREASE INTERIM INTEREST BY 8.47 PCT 
INCREASE BUILBING EFFICIENCY BY 3.01 PCT 
INCREASE RENT RATE BY $ 9.09 PER SQ FT 
DECREASE VACANCY BY 2426 PCT 
DECREASE EXPENSE RATE BY $ 0.08 PER SQ FT 
DECREASE PERMANENT RATE BY 0.44 PCT 
INCREASE PERMANENT LOAN TERM BY $44 YEARS 

DECREASE LOAN RATIO BY 2.7 PERCENT



CASH FLOW PRO FORMA USING PARAMETER WORMS 

CHEMICAL BANK 

SHOPPING CENTER CASE STUDY 

DATE: S3/11/ 79 

BLDG: f 

RUN | 

GROSS SQUARE FEET IN BUILDING: 60242. 

BUILDING EFFICIENCY : 100.0 PCT 

NET LEASEABLE SQUARE FOOTAGE : 49242, 

LAND AND CONSTRUCTION COST : $& 1744571. 

LOAN TG COST RATIO : 7o00 PCT 

ORIGINAL LOAN AMOUNT : § 1324929. 

EQUITY REQUIREMENT : § 441443, 

PERMANENT INTEREST RATE “ 9.4625 PCT 

TERM OF LOAN 27. YEARS 

ANNUAL DEBT SERVICE 2 § 137885. 

ANNUAL DOLLARS 

GROSS INCOME : 60242. SQ FT AT $ 3.67 221088. 

LESS: VACANCY OF 3.77 PCT 8335. 

GROSS EFFECTIVE INCOME 212753. 

OPERATING EXPENSES: 460242. SQ FT AT $ 0.77 46396. 

NET OPERATING INCOME 164367. 

DEBT SERVICE (10.41 PCT CONSTANT) 137885. 

PRO FORMA CASH FLOW 28482, 

RETURN ON EQUITY 6.45 PERCENT 

DEBT SERVICE COVERAGE: {.207 

BEFAULT RATIO : 83.35 PERCENT 

PROGRAM STOP AT 17870 

USED 17.97 UNITS 

/COST OFF 

ACCRUED CHARGES SINCE SIGNIN 

$ 3.82 COMPUTER 

&.35 CONNECT 

3.70 CHARACTERS 

$15.87 TOTAL 

EFFICIENCY = 89.8 

00028.09 CRU 0000.46 TCH 0041.46 KE 

OFF AT 16:59€S8T 03/12/79



A SYSTEMATIC APPROACH TO [INCOME PROPERTY LOANS 

[. While the eventual mortgage loan negotiated should contain at least two 
of the pleasure, pain and bailout components to control dynamic risks, 
analysis begins with the property, the conversion of space time to money 
time, the parties in terms of development, tenant, and investor, and then 
finally the capital package proposed to finance the enterprise. 

A. The first question is how efficiently the proposed use exploits the 
positive attributes of the site and neutralizes the negative factors. 
If it doesn't work physically, it won't work to provide adequate 
security financially. There is no sense in increasing the probabil- 
ity of loss from failing to control variables that are management's 
to control when there are so many outside factors that cannot be 

adequately predicted or controlled. 

B. Given a shopping center, the analyst may review property attributes 
in the following order: 

l. Offsite linkages 

2. Site dynamics 
3. Physical site attributes 
4. Onsite access, parking, walking, and delivery 

5. Structural layout and basic revenue unit of space time 
6. Aesthetic compatibiltiy 
7. Environmental compatibility 

8. Legal-political constraints 

C. Note that a particular use as proposed is concerned with efficiency 
in the design and friction which it may create or must overcome in 
the movement of the goods and people on and off the site. Peak loads 
or frequencies for some uses may be cyclical in time of utilization. 

D. Efficiency of the concept as proposed not only measures financial 
possibilities, but is most revealing about the abilities and attitudes 

of the prospective borrower and his advisors. 

Il. Review of the physical product also suggests how well the borrower under- 
Stands the profile and specifications of his prospective customer. 

A. 'Who needs it?'' determines the fundamental revenue stream on which 
all else fs predicated. The profile suggests the scale of the project, 
the timing of the project, the rent levels, and the competitive stand- 
ard of facilities expected. 

B. While the competitive standard suggests minimum requirements, it is 

the competitive edge which creates some element of monoply for the 
project which is critical to its marketing success. Free enterprise 

is the art of creating a monopoly, if only in the mind of the buyer 
for a moment, which will protect against cutting margins or spreads 
as a competitive device.



2 

C. A competitive edge is found in location and physical features or 
services which reduce inconvenience, inefficiency, discomfort, or 

anxiety, i.e. friction between the consumer and his environment of 
sufficient trritation to overcome inertia, habit, or the status quo. 

[}'f. For many commercial buildings the stability of the revenue stream is 
inherent in the lease terms because beyond property description and 
price, a lease is nothing but a risk management approach to the 'what 
ifs'' down the road. 

A. What contingencies precedent to occupancy cancel the lease? 

B. What contingencies following occupancy abate the rents? 

C. What contingencies following occupancy terminate the lease? 

D. What penalties are provided for cancelation, overstay, or failure 
to pay rents on time or inappropriate amounts as adjustments are 
indicated? 

E. What contingencies trigger and adjust escalator clauses? 

F. What reporting mechanisms are required to monitor the basis for rents, 
cost allocation, or other financial adjustments required in the future? 

G. What is the measure of tenant performance - payment, minimum occupancy 
in operation, sales per quare foot, etc? 

H. Lease terms are also critical to determining budgets of expenses for 
the borrower/developer, in terms of capital improvements and operating 
expenses included fn base rent. 

1. All operating expenses with a tendancy to fluctuate should be 
laid off on the tenant through escalators or short-term leases or 
design to permit metering of services and utilities. 

2. Where appropriate, mechanical replacements or modifications for 
energy efficiency, etc. should also be shared with the tenant. 

3. Minor costs of management are presumably compensated by indexing 
of the base rent, renegotiation of short-term leases, or improv- 
ing price earnings ratios. 

IV. If the physical and legal project would be productive as presented, much 
has already been learned about the developer, his principle tenants, and 
perhaps some of the investors. The question remains whether they have 

sufficiently balanced personalities to review suggestions by the lenders 
and the financial resources to make good on their undertaking. 

A. Position of their profit centers in time will skew their attitude 
toward suggestions for design modification and their tolerance for 
extra cost in product development.
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B. Their expertence In previous projects should reveal their natural 
aptitudes and their learning curve. 

C. Analysis of the credit statements may reveal their needs for cash 
from various aspects of the project and therefore, the degree to 
which the vested interest of the lender and the borrower parallel 
each other in time. 

D. A project which has justified economic productivity and a good faith 
developer can always be financed with appropriate packaging regard- 
less of the net worth of the borrower/developer.



Project Title User Name 

Starting Year Data Sets Classification Owned Yr. Holding Period Units/Year 

wo, 2720493  » * 
Fixed Income 2 3 4 $ 

60, #339 ° __* ° eee es __ © rr 

Vacancy Rate 2 3 4 $ 

76, 2 C , . _¥ one . eee 8 oerreereens ae ee oe 

Real Patate Tax 2 3 4 3 

6c, _1494¢57 es _* * ae ’ ee eee . rgd PE 

Pixed Expenses 2 3 4 s 

200, et {2 s + FO. * _- -O7 

Discount Rate Income Tax Rate Reinvestment Rate 

101, . O a a O15 e _ ff. 

Extraordinary Exp. Froject Growth Rate Project Growth Type 

102, le ¢ Jf. 4 oo + C b e ( ) 

Working Capital Loan Ownership Resale Cost Rate Charge New Capital 

COMPONENT ENTRIES 

200, i, LU Qa nd 
Titie (20 character maximum) 

201, i, 3 3 CO. tOO _, _ .-.O ’ _ Oo 

Original Cost % Depreciadle Depreciation Method 

292 é i e 1 ¢ . oO _ aos | CO __ O._ 

Starting Year Useful Life Switching 

200, 2, Y S$ | 
Titie . 

261, 2, | u 4 | j bX e a // # 2. 

Original Cost % Depreciable Depreciation Method 

202, 2, i ee | 39 o _ OO . 

Starting Year Useful Life Switching 

200, 3, pep i 
Title 

2023 s 3 é peempemensmmerermmmmtie seria tigre —emmnatemmmnyenaeryeppemncncmmcme eran cae gpeeepeeygn ayer PD 

Original Cost % Deprectabie Depreciation Method 

202, 3, ee er a 

Starting Year Useful Life Switching 

MORTGAGE, ENTRIES | 

300, 1, Fivst Mortgage 
Title (20 character imiim) 

301, 1, 4 15 -tO94,25 Oo _27 
Principal Amount Annual Interest Payment Period Tecm 

302, i, } } we i wn eee? 27 ¢ _ Oe 
Payments/Year Year Began Year End Refinanced by # 

363, 12, ve perenne 8 eens 8 negra 
Bonus Interest Base Amount Base Type Mortgage Factor 

FOO ant nner 
Title 

301, 2. ms pment, cerned Aciinmniemmemnigmgeemmnpemnpgpcrcccmmcmmymypmreep Penmaes | hayemmnarerppenceryercieerere “SPSS epee cess EPPA 

Principal Amount Annual Interest Paymwent Period Tera 

$02, 0 2. i rrr 
Payments/Year Year Began Year End Refinanced by # 

303, 26 rarmeeneen 9  qemineEee  etegepeiemgermmamraneemnnmreeenrvmaamacemmarecremneimeracmmsmeereicns a epee rimerenmere eA pi chars 

Bonus Interest Base Amount Base Type Mortgage Factor 
~——_ 

400, Om ee Fm es Fe Fee FF eee 
i 2 3 4 5 6 7 8 9 10 

403, ee 

449 99



20, ees 8 ences 8 epimers teense 8 9 geyser gee 

Back-Door Sack-Door Loans Investment Default B/4 Tax Beginning Year End Year 

=z Back Door 

0 = Do Not process through Back Door 

lL = Derive value based on Default Ratio 
2 = Derive value based on Loan-to-Value Mortgage 

3 = Derive value based on Debt Coverage Ratio 

30, nee 98 eee 9 eeeeennecenerns Fe a 

Defauit Ratio Cash-On-Cash Year % Change Equity B/4 Tax Reserve B/4 Tax 

10}, oe 3000 re | _ »@QG e _-G? ° © eee 
Reserves Witheid Xquity Reserves Zquity Reserve Rate Reserve Kaximin 

Field #5 = Depreciation Method 

0 = no depreciation 

1 = sum of the years digits 
2= straight line 

3 = 125% declining balance 

4 = 150% declining balance 
= Bonus Basis e 

TYP &§ = 200% declining balance 
of years digits 

1 = fixed income - base amount 6 = reverse sum . Ys g 
9 = equity modification 

2 = gross rent - base amount “" = remove equit 

3 = effective gross rent - base amount tan ~ naa e ne Y 
= 

4« fixed income ~ fixed expense ~ base amount a d ¥ 

§ = net income - base amount 

6 = cash throw ~ base amount * bonus interest rate 

7 = market value - base amount * bonus interest rate 

8 = B/4 net worth — base amount * bonus interest rate 

9 = after tax net worth ~- base amount * bonus interest 

rate 

Report Field Identifiers 

Field # Report Title | Field # Report Title 
i. Summary of Income & Expense 6. After Tax Ratios 

2. Component Summary 7. Modified Internal Rate of Return 
3. Cash Flow 8. Mortgage Amortization | 
4. Market Value 9. Depreciation Schedules 
5. Before Tax Ratios 10. Partnership Report 

* = Position #1 of Card 400 

S$ = Auto l, 2, 3, 4, 5, 6, 7, 10 

9 m Auto All 

3 ™ Select Specific Line #'s (10 maximum) 

PRINT YEARS (Enter any year number 1-25, in any order) 

B03 i ce es Fe Fe ee fe 

99 = first entry line 403 means 10 year wide carriage output option.



{,CHEMICAL BANK SEMINAR,CASE PROBLEM ~ GEN. 
10,1979,0,1,1.0,5,60242 
40, 220893, +4 
60,8339, 4 
70,24097,% 
80,19457,+* 
100,.12,.50,.07 
101,0,-015,4 
102,.14,1,.06,0 
200,1,LAND 
201,1,332400,.0,0 
202,1,1,0,0 
200,2, INPROVEMENTS 
201,2,14319468,.90,2 
202,2,1,33,0 
300,1,FIRST MORTGAGE 
301,145.75, .09625,0, 27 
302,1,12,1,27,0 
103,3000,.0,.07,0 
400,5 
403,1,2,3,5 
999,99 

' i



REPORT SECTION NMUNBER PAGE 1 
KBLCLSSSSSOAST SSS CLLCLKLALSaSL LSS eSHVSLeRKSVtecsseeaeeseaea 

* GROSS RENT $ 220893. * RATE OF GROWTH OF GROSS RENT 0.0000 

* EXPENSES $ 19457. * RATE OF GROWTH OF EXPENSES 0.9900 

* K E TAXES $ 24097. * RATE OF GROWTH OF RE TAXES 9.0000 

* INCOME TAX RATE 0.5000 PROJECT VALUE GROWTH OF &.90009 

* VACANCY RATE 0.0378 WORKING CAPITAL LOAN RATE G.14909 

EQUITY DISCOUNT 6.1200 EXTRAGRDINARY EXPENSES $ 0. 

RESALE COST 0.94900 REINVESTMENT KATE 0.07090 

WKG CAPITAL RS $ 0. CAPITAL RESER INTEREST RATE 90.0700 

INITIAL COST & 1764348. INITIAL EQUITY REQUIRED $ 441092, 

ALL “#° VALUES ARE AVERAGE AMOUNTS FOR HOLDING PERIOB. OF 3 YRS. 

REPORT SECTION NUA BER 2 PAGE } 

COMPONENT SUMMARY 

TITLE PCT. BEGIN USEFUL DEPR 

DEPR USE LIFE METHOD COST SCH 

LAND 0.90 1 0. ) $ 332400. 9 
IMPROVEMENTS 0.90 { 33. 2 $ 1431948. 9 

NORTGAGE SUMMA MAR Y 

TITLE INTR BEGIN END TERM ORIG PCT 

RATE YR. YR. BALC VALUE 

FIRST MORTGAGE 0.0962 | af 27 = $ =$323276. 0.750



FRE FORWA 

INVESTMENT ANALYSIS OF 

CHEMICAL BANK SEMINA 

FOR 

CASE PROBLEM - GEN. 

REPORT SECTION NUMBER 3 PAGE 1 

CASH FLOW ANALYSIS 
Setar asessessercsss 1979 1986 1984 {993 

1 GROSS RENT 220893. 220893. 220893. 220893, 

2 LESS VACANCY 8339. 8339. 8539. 8339, 

3 LESS REAL ESTATE TAXES 24097. 24097, 24097, 24097. 

4 LESS EXPENSES 19457. 194357. 19457. 19497, 
o NET INCONE 1697000. 167000. 14697000. 1497000. 

4 LESS DEPRECIATION 39094. 39054, 37034. 37054. 

; LESS INTEREST 126896. 125808. 124610. 121841. 

8 TAXABLE INCOME $0590. 4138. 9556. 8105. 

9 PLUS DEPRECIATION 390354. 39054, 39054. 39054. 

19 LESS PRINCIPAL PAYMENTS 10817. 11905. 13103, 15872. 

11 CASH THROW-OFF 31287. 31287. 31287. 31287. 

12 LESS TAXES 1o20. 2069, 2648. 4033. 

13 LESS RESERVES AT 3000.000 3000. 3090. 3000. 3000. 

14 CASH FROM OPERATIONS 26762. 26218. 20619, 24254, 

15 WORKING CAPITAL LOAN{CUM &) 0. 0. 0. Q. 

16 DISTRIBUTABLE CASH AFR TAX 26762. 26218. 20619. 24234, 

17 TAX SAVING ON OTHER INCOME 0. 0. 0. 0. 

18 SPENDABLE CASH AFTER TAXES 26762. 26218. 261%, 24234.



REPORT SECTION HUA RE R 4 PAGE 1 

CASH FLOW ANALYSIS 
iatmsasnnasessasemsss 1979 1986 198] 1983 

MARKET VALUE 

19 BY METHOD - 6 - AT 0.0150 1790834. 1817696. 1844942. 1900725. 
20 LESS RESALE COST 107450. 109062. 110698. 114044. 
21 LESS LOAN BALANCES 1312459. 1300554. 1287452. 1257159. 
22 PLUS CUM. CASH RESERVES 3000. 6210. 9645. 17252, 

23 8/4 TAX NET WORTH 373924. 414290. 4546457. 546775. 

24 CAPITAL GAIN CIF SOLD) ~41931. 22374. 87057. 217582. 
20 CAPITAL GAINS TAX ~B386. 4475. 17411, 4356. 
26 TAX PREFERENCE TAX 0. 0. 0. 0. 

2? INCOME TAX ON EXCESS DEP 0. 0. 0. 0, 

28 TOTAL TAX OW SALE ~4193, 4475. 1741t. 43516. 

2? AFTER TAX NET WORTH S7B117. 409815. 439046. 503259, 

REPORT SECTION NUMBER 3 PASE 1 

YEAR OF ANALYSIS 
mmmammeaaansasszsaa=st 1979 17890 198] 1783 

BEFORE TAX RATIO ANALYSIS 

30 KETURN ON NET WORTH B/4 TAX -0.0613 0.19164 0.1773 9.1548 

31 CHANGE IN NET WORTH B/4 TAX -671648. 40364. 42167, 446208. 

32 CASH RIN ON ORIG CASH EQUIY 0.0799 0.9709 0.0709 0.907909 

35 PERCENT ORIG EQUITY PAYBACK 0.0607 0.41201 0.1782 0.2897 

34 PRESENT VALUE OF PROJECT 1685072. 1706422. 17235319. 1746313.



REPORT SECTIQN HUNDER 6 PAGE | 
See SS SLSAS GK ILLS SI Ss KATE AsI eeC SARS SARS TE 

YEAR OF ANALYSIS 
masa mansro sees seson 1979 1989 1981 1993 

AFTER TAX RATIO ANALYSIS 

39 RETURN ON NEW WORTH AFT TAX -0.0821 0.1532 0.1338 0.12296 
34 CHANGE IN NET WORTH AFT TAX -62975, 31498. 29230. odii?. 
37 CASH RIN ON ORIG CASH EQUIY 9.9607 0.0594 0.0581 0.90549 
38 FERCENT ORIG EQUITY PAYBACK 0.0607 0.1201 0.1782 0.2897 
39 PRESENT VALUE OF PROJECT 1484775. 1694773. 1698810. 1701483. 

40 NET INCOME-MARKET VALUE RTO 0.0944 9.0930 0.09146 0.0889 
4] LENDER BONUS INTEREST RATE 0.0000 9.0000 9.0000 0.0000 
42 DEFAULT RATIO 0.8206 0.8206 0.8206 0.8206 

REPQGURT SEC TIOR NUR BE R ? PAGE | 
RLLLLLLo ot AAeS SASL BAARAKATHASeST Assan Asati en skanrs 

YEAR OF ANALYSIS 
smmaneresrsrescomssss 1979 1780 1981 1983 

MODIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 

41 CUM. AFT TAX SPENDABLE CASH 26762. 34853. B43i2. 147479. 

44 MOG. I.R.R. ON GRIG EQUITY “0.9393 -Q0.6474 -0.4240 ~-06.1968 

40 MOD. I.R.R. ON CUM. EQUITY “0.9393 -0.6474 ~-0.4240 -0.1968 

RETURN ANALYSIS WITH SALE 

AG CUR. CASH LESS ORIG EGUITY -40406. 23976. 82269. 207647, 
47 (CUM. CASH LESS CUM. EQUITY ~40406, 2ou/ be 82269. 2094637. 

48 SOB I.R.R. ON ORIG EQUITY -0.9916 0.0264 0.0587 0.0809 
49 MOB I.R.R. ON CUM. EQUITY ~Q0.0916 0.0264 0.0587 0.9809



1,CHEMICAL BANK SEMINAR,CASE PROBLEM - GEN. 

10,1979,0,1,1.29,9,460242 

40, 220893,%* 

40,8339,+% 

70,24097,# 

80,19457,% 

100,.12,.50,.07 

101,0,.000,4 

102,.14,1,.04,9 

200,1,LAND 

201,1,332400,.0,9 

202,1,1,9,0 

200,2, IMPROVENENTS 

201,2,1367600, .90,2 

202,2,1,33,9 

300,1,FIRST MORTGAGE 

S01,1,.75, .909625,0,27 

302,1,12,1,27,90 

103,3000,.0,.07,0 

400,90 

403,1,2,3,5 

999,99 

Ready



REPORT SECTION WUMDER PAGE | 
SISSTOCSereCSrTSTBAaT ALS SSP RtSSSSEVsstas=sraVweselsteserssss 

* GROSS RENT $ 220893. * RATE OF GROWTH OF GROSS RENT 0.0000 
* EXPENSES $ 19457. * RATE OF GROWTH OF EXPENSES 0.0000 
* RE TAXES $ 24097. * RATE OF GROWTH OF RE TAXES 0.0000 
* INCONE TAX RATE 0.5000 PROJECT VALUE GROWTH OF 6.0000 
* VACANCY RATE 0.0378 WORKING CAPITAL LOAN RATE 0.1400 

EQUITY DISCOUNT 0.1200 | EXTRAORDINARY EXPENSES $ 0. 
RESALE COST 0.0600 REINVESTMENT RATE 0.0700 
WKG CAPITAL RS $ 0. CAPITAL RESER INTEREST RATE 0.0700 
INITIAL COST $ 1700000. INITIAL EQUITY REQUIRED $ 425000. 

ALL ’#° VALUES ARE AVERAGE AMOUNTS FOR HOLDING PERIOD. OF 5 YRS. 

REPORT SECTION NUNEER 2 PAGE | 

COMPONENT SUMHARY 

TITLE PCT. BEGIN USEFUL DEPR 
DEPR USE LIFE METHOD cost SCH 

LAND 0.00 1 0 0 $ 332400. 9 
IMPROVEMENTS 0.90 | 33. 2 $ 1367600. 0 

MORTGAGE SUKHARY 

TITLE INTR BEGIN END TERM ORIG = PCT 
RATE YR. YR. BALC = VALUE 

FIRST MORTGAGE 0.0962 1 27 27 $ 1275000. 0.750



PRG FORA 

INVESTMENT ANALYSIS OF 

CHEMICAL BANK SEMINA 

FOR 

CASE PROBLEM - GEN. 

REPORT SECTIaQN NUM BER 3 PAGE | 

CASH FLOW ANALYSIS 
Saimaasescastescesssoss 1979 1989 1983 1983 

| 1 GROSS KENT 220893. 220893. 220893. 220893. 

2 LESS VACANCY 83359. 8339, 8339. 8339. 

3 LESS REAL ESTATE TAXES 24097. 24097, 24097. 24097, 
4 LESS EXPENSES 19437. 19457. 19437. 19437. 

» NET INCOME 1699000. 1469000. 169000. 14697000. 

6 LESS DEPRECIATION 37298. 37298. 37298, 37298 . 

7 LESS INTEREST 1222467, 21218. 120064. 117396. 

8 TAXABLE INCOME 9435. 10483. 11638. 14306. 

9 PLUS DEPRECIATION 37298. 37298, 37298. 37299. 

10 LESS PRINCIPAL PAYMENTS 10422. 14/71. 12625. 15293. 

11 CASH THROW-OFF B63it. B463tl. Sé63tt. B46311. 

12 LESS TAXES 4717, v242. 817, 7133. 

13 LESS RESERVES AT 3000.000 3000. 3000. 3000. 3000. 

14 CASH FROM OPERATIONS 28594, 28069, 27492. 26138. 

13 WORKING CAPITAL LOAN(CUM B) 0. 0. 0. 0. 

16 DISTRIBUTABLE CASH AFR TAX 28594, 28069, 27492, 26138. 

17 TAX SAVING ON OTHER INCOME 0. 0, 0. 0. 

18 SPENDABLE CASH AFTER TAXES 29594, 280469. 27492, 26158.



REPORT SECTION RUA BER 4 PAGE | 

CASH FLOW ANALYSIS 
- mistesteereasesssces 1979 1989 19S! 1993 

MARKET VALUE 

19 BY METHOD - 6 - AT 0.0000 1700000. 1700000. 1700000. 1700000. 
20 LESS RESALE COST 102000. 102000. 102000. 102000. 
21 LESS LOAN BALANCES 1264578. 1253107. 1240483. 1211295, 
22 PLUS CUM. CASH RESERVES 3000. 6210. 9645. 17252, 

23 8/4 TAX NET WORTH 336422. 351103. 347162. 403957. 

24 CAPITAL GAIN CIF SOLD) -64702. -27404. 9995. S449. 
23 CAPITAL GAINS TAX ~12940. -9481. 1979. 146898. 
26 TAX PREFERENCE TAX 0. 0. 0. 0. 
2? INCOME TAX ON EXCESS DEP 0. 0. 0. 0. 
28 TOTAL TAX ON SALE ~6479. ~27490. 1979, 16898, 

29 AFTER TAX NET WORTH 342892, 353843. 345183. 3987059. 

REPORT SECTIaN NUMA BER 3 PAGE | 

YEAR OF ANALYSIS 
moatmerscesrrrsceses 1979 19°89 198] 1983 

BEFORE TAX RATIO ANALYSIS 

30 RETURN GN NET WORTH B/4 TAX -0.1230 0.1514 9.1492 0.1444 
31 CHANGE IN NET WORTH B/4 TAX -88578. 144681. 146059. 19225. 
32 CASH RTN ON GRIG CASH EQUIY 0.0854 0.0854 0.0854 0.9854 
33 PERCENT ORIG EQUITY PAYBACK 9.90673 0.1333 0.19890 0.3228 
34 PRESENT VALUE OF PROJECT 14607797. 1616264. 1623552. 1435109.



REPORT SECTION MUA BE R 4 PAGE {| 
RRAISCLSSSAKAAKAAARERKSS Ss ARsA se sete esr seesessestessey 

YEAR OF ANALYSIS 
wroecestessr esses ess {9/9 1989 198 19783 

AFTER TAX RATIO ANALYSIS 

35) 60 RETURN ON NEW WORTH AFT TAX -0.1259 0.1138 0.1097 0.1011 

36 CHANGE IN NET WORTH AFT TAX -82108. 10931. 11340. 11766. 

37 CASK RTN ON ORIG CASH ERUIY 9.0673 0.0640 0.0647 0.0415 

38 PERCENT ORIG EQUITY PAYBACK 0.0673 0.1333 0.1980 0.3228 

39 PRESENT VALUE OF PROJECT 14606684. 1604988. 1402405. 1594014. 

40 WET INCOME-MARKET VALUE RTO 9.0994 9.90994 O.0994 0.0994 

4{ LENDER BONUS INTEREST RATE 0.0000 9.9009 0.9000 0.9000 

42 DEFAULT RATIO O.7979 0.7979 0.7979 0.7979 

REPORT SEC TIGR RUM BER ? PAGE | 

YEAR GF ANALYSIS 
eacrrrerrrsessssses2 19793 $9806 198 1 1983 

MOBIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 

41 CUM. AFT TAX SPENDABLE CASH 20594. 98664. 99265. 158238. 

44 MOD. I.R.R. ON ORIG EQUITY “0.9327 -0.6285 -0.4034 ~-0.1793 

45 OD. I.K.R. ON CUM. EQUITY “0.9327 -0.6285 -0.4034 -0.1793 

RETURN ANALYSIS WITH SALE 

44 CUM. CASH LESS ORIG EQUITY -59984. -f9233. 30446. 120297, 

4? CUM. CASH LESS CUM. EQUITY -39984. -15233. 30446. 120297. 

48 MOB 2I.K.R. ON ORIG EQUITY ~“O.1441 -0.0181 0.0233 0.0513 

49 MOD I.R.R. ON CUM. EQUITY ~O.7471 -0.0181 0.9233 0.9511



Summary Table - Project As Whole 

L 2 

Cost L, 764,368 1,700,000 

Equity 441,092 425,000 

Mortgage 1,323,276 1,275,000 

Default - 1 -8206 .7979 

Default - 5 -8206 .7979 

NOI / MKT - 1 .0944 .0944 

NOI / MKT - 5 -0889 0994 

Before Tax C/c - l -0709 .0854 

Before Tax C/C - 5 .0709 .0854 

After Tax C/C - 1 .0607 .0673 

After Tax C/c - 5 .0549 -O615 

Payback - 1 -0607 -0673 

Payback - 5 ~2897 .3228 

M.I.R.R. - 1 -.0916 -.1411 

M.I.R.R. - 5 .0809 -O511



Observations Relative To Runs 1 and 2 

Run #1 

Loan 75% of Replacement Cost New, i.e. 1,764,373 and include 

an annual market appreciation of 1-1/2 compounding. 

Run #2 

Loan 75% of Appraised Value, i.e. 1,700,000 and do not include 

an annual market appreciation. 

Results Common To Both: 

lL. Default Ratio is below required level. 

This may indicate a sound project with reduced risk or 

an over optimistic estimate of income and expenses. 

2. N.O.I1./Market Ratio in #1 is going down. 

This indicates that the Market Value relative to the N.O.I. 

is increasing, meaning: 

a. An accumulation of value for a refinancing option. 

b. A possible index for estimating lease renewal options. 

c. Market demands are in fact changing over time. 

ad. The application of the relationship between income 

and value is inconsistent. 

e. All the above and more. 

3. Before and After Tax Cash-On-Cash rates are below what 

the appraisal indicates would be acceptable for this type 

of project. 

4. Equity Payback is very slow. 

5. The Modified Internal Rate of Return is very low.



‘{={ CHEMICAL BANK SEMINAR, CASE PROBLEM - CSH. 
3216, 1979,8,1,1.0,5,60242 
5=30,.83,1000,2,.05,.09695, .08 
4=40,220893,* 
5=60,8339,% 
b=70,24097,* 
7=80,19457,% 
8=100,.12,-50,.07 
9=101,0,.015,4 
10=102,.14,1,.06,0 
11=200,1,LAND 
12=901,1,332400, 20,0 
13=202,1,1,0,0 
14=200,2, IMPROVEMENTS 
15=201,2, 1431948, 90,2 
16=202,2,1,33,9 
17=200,3, ENTREPRENEURIAL SKILL 
18=201,3,-150000,.0,0 
19=202,3,1,0,0 
20=300,1,FIRST HORTGAGE 
21=301,1,1275000,.09625,0,27 
29=302,1,12,1,27,0 
23=103,3000,.0,.07,0 
24=400,5 
25=403,1,2,3,5 
26=999,99



REPGRT SECTIGN RUA DER f PAGE | 
BASSS SIRS OCS Ses SASSY OE SV LSS FESS SSS SSeSeSeSSEEx 

* GROSS RENT $ 220893. * RATE OF GROWTH OF GROSS RENT 9.90000 
* EXPENSES $ 19457. * RATE OF GROWTH OF EXPENSES 0.9000 
* RE TAXES $ 24097. * RATE OF GROWTH OF RE TAXES 0.0000 
* INCOME TAX RATE 9.5000 PROJECT VALUE GROWTH OF 6.0000 
* VACANCY RATE 9.0378 WORKING CAPITAL LOAN RATE 0.1400 

EQUITY DISCOUNT 0.1200 EXTRAQRBINARY EXPENSES $ 0. 
RESALE COST 0.0600 REINVESTMENT RATE 6.0700 
WKG CAPITAL RS $ 0. CAPITAL RESER INTEREST RATE 0.0700 
INITIAL COST $ 1614348. INITIAL EQUITY REQUIRED ¢$ 339369. 

ALL “#° VALUES ARE AVERAGE AMOUNTS FOR HOLDING PERIOD. OF 5 YRS. 

REPORT SECTION NUMBER 2 PAGE 1 
RABLARSSACASBBASDASSTASASSESSESBSSSLSSTRKSCSSRSSSISSSTSEseR 

COMPONENT SUMMARY 

| TITLE PCT. BEGIN USEFUL DEPR 
BEPK USE LIFE METHOD COST SCH 

LANE 0.00 | 0. 0 $ 332400. 9 
IMPROVEMENTS 0.96 | 3g. 2 $ 1431768. @ 
ENTREPRENEURIAL SKIL 0.00 = 1 0. 0 $ -150000. 90 

HORTGAGE SUMMA MARY 

TITLE INTR BEGIN END TERM ORIG PCT 
RATE YR. YR. BALC «VALUE 

FIRST MORTGAGE 0.0962 | 27 2? $ 1273000. 0.7799



PRO FORA#A 

INVESTMENT ANALYSIS OF 

CHEMICAL BANK SEMINA 

FOR 

CASE PROBLEM - CSH. 

REPORT SECTION NUMBER 3 PAGE | 

CASH FLOW ANALYSIS 
matamsstsccssscress 1979 1980 1991 1983 

1 GROSS RENT 220893. 220893. 220893. 220993. 

2 LESS VACANCY 8359. 83359. 8339. 9339, 

3 LESS REAL ESTATE TAXES 24097. 24097, 24097. 24097, 

4 LESS EXPENSES 19457. 19457. 19457. 19457. 

o NET INCOME 169000. 169000. 169000. 149000. 

6 LESS DEPRECIATION 39054. 39034, 39054. 39054. 

? LESS INTEREST 122267. 121218. 120064. 117396. 

8 TAXABLE INCOME 7679, 8728. 9882. 12950. 

? PLUS DEPRECIATION 39054. 39054. 39054, 39054, 
10 LESS PRINCIPAL PAYMENTS 19422. 11471. 12425. 15293. 

11 CASH THROW-OFF sagt. 346311, S45i1. 36311. 

12 LESS TAXES 3840. 4364, 494}, 6275. 

13 LESS RESERVES AT 3000.000 3000. 3000. 3000, 3000. 

14 CASH FROM OPERATIONS 29471. 28947, 28370. 27036. 

1S WORKING CAPITAL LOAN(CUM B) 0, 0, 0. 0. 

16 DISTRIBUTABLE CASH AFR TAX 29471, 28947, 28570. 2/7936. 

17 TAX SAVING ON OTHER INCOME 0. 0. 0, 0. 

18 SPENDABLE CASH AFTER TAXES 247i. 28947, 29370. 2/936.



REPORT SECTION WUNBDER 4 PREE | 
SESE csersr ceca eKRAIRESCSLSSNRSS se se eer eeaweseesee 

CASH FLOW ANALYSIS 
smtmsrrrssssesssss 1979 1989 1981 {983 

MARKET VALUE 

19 BY METHOD - 6 - AT 9.90150 1438584. 16631462. 1688110. 1739133. 

29 LESS RESALE COST 98315. 79790, 01287. 104348. 

21 LESS LOAN BALANCES 1264578. 1253107. 1240483. 1211295. 

22 PLUS CUM. CASH RESERVES 3000, 4210. 9645. 17252. 

23 6 B/4 TAX NET WORTH 278691. 316475. 355985. 440742. 

24 CAPITAL GAIN (CIF SOLD) ~35046. 27112. 89416. 215685. 

2u CAPITAL GAINS TAX ~/009., 0422. 17923. 43137, 

24 TAX PREFERENCE TAX Q, 0. 0. 0. 

2? INCOME TAX GN EXCESS DEP 0. 0. 0. 0, 

28 TOTAL TAX ON SALE -$505. 9422, 17923. 43137. 

29 AFTER TAX NET WORTH 282195. 311053. 338062. 397605. 

REPORT SECTION NUMA BER 2 PAGE | 

YEAR OF ANALYSIS 
summonses ersessssess 1979 19890 1981 1983 

BEFORE TAX RATIO ANALYSIS 

30 RETURN ON NET WORTH B/4 TAX -0.0718 0.2659 0.2394 0.2006 

31 CHANGE IN NET WORTH B/4 TAX -~60678. 37785. 39510. 43385. 

32 CASH RTN ON ORIG CASH EQUIY 0.1070 0.1070 0.10790 9.1079 

33 PERCENT ORIG EQUITY PAYBACK 0.9868 0.1721 9.2557 0.4171 

34 PRESENT VALUE OF PROJECT 1554251. 15884660. 1615596. §655982.



REPORT BECTIGN MUR BER é PAGE | 
HRLLACLCLACS LATS IS se tes te see sss SeaeesAsesASBZakhaweas 

YEAR GF ANALYSIS 
siamese scscesesessscs 1979 1989 1981 1983 

AFTER TAX RATIO ANALYSIS 

33 RETURN ON NEW WORTH AFT TAX -0.0814 0.2048 0.1780 0.1575 

36 CHANGE IN NET WORTH AFT TAX -57173. 29858. 27009, $0742, 

37 CASH RTW ON ORIG CASH EQUIY 0.0868 9.0853 0.0836 0.0797 

38 PERCENT ORIG EQUITY PAYBACK 0.0848 0.1721 0.2957 0.41771 

39 PRESENT VALUE OF PROJECT 1953274. 1572359. 1585207. 14603142. 

AQ NET INCOME-MARKET VALUE RTO 60.1031 0.1016 0.1001 0.90972 

4{ LENDER BONUS INTEREST RATE 0.9000 0.0000 0.0000 9.90000 

42 DEFAULT RATIO 9.7979 0.7979 0.7979 OP OFF 

REPORT SECTION WUABDER ? PAGE 1 

YEAR QF ANALYSIS 
SERSSSSeeeserszezn 1979 1980 1994 1983 

MODIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 

41 CUM. AFT TAX SPENDABLE CASH 29471. 60481. 93085. 163285. 

44 NOD. I.R.R. ON ORIG EQUITY “0.9132 -0.5778 -0.3503 -0.1361 

45 00. I.R.R. ON CUM. ERUITY “0.9132 -0.5778 +-0.3503 ~-0.1961 

RETURN ANALYSIS WITH SALE 

46 CUM. CASH LESS GRIG EQUITY -31206. 32166. 91779. 221522, 
47 CUM. CASH LESS CUM. EQUITY ~31206. 32164, 91779. 221522, 

49 MOD I.R.R. ON ORIG EQUITY -0.0929 0.0443 0.0831 0.105? 

49 MOD I.R.R. ON CUM. EQUITY ~0.0920 0.0463 0.0831 0.1057



REPORT SECTION 

SENSITIVITY ANALYSIS 

ANALYSIS YEAR IS 2 = 19890 

DEFAULT RATE - NEEDED - 0.8300 0.8500 0.8300 90,8300 
DEFAULT RATE - ACTUAL - 0.7979 0.7979 0.7979 9.7979 

DIFFER - 0.0321 9.0321 0.0321 90.0321 

TO CHANGE THE DEFAULT RATE .01 
CHANGE ANY ONE OF THE FOLLOWING 

CASH OUTLAYS 1979 1980 198i 1982 

REAL ESTATE TAXES BY 0.0717 0.0917 0.0917 0.0917 
TOTAL EXPENSES BY 0.1135 0.9135 0.1135 0.1195 
FIXED EXPENSES BY 0.1155 O.7135 0.1135 0.1135 
VARIABLE EXPENSES BY 0.0000 0.0000 0.0000 9.0000 
TOTAL INTEREST PMTS. BY 0.0181 0.0182 0.0184 0.0186 
TOTAL PRINCIPAL PMTS. BY 0.2119 0.1926 0.1750 0.1590 
WORKING CAPITAL LOAN BY 0.0000 0.0000 0.0000 0.0000 
GROSS INCOME BY <-0.0080 -6.0080 -0.0080 ~-0.00980 
FIXED INCOME BY ~0.0080 -0.0080 -0.0080 -0.0080 
VARIABLE INCOME BY 9.0000 0.0000 0.0000 06.0000 

COMPONENTS 
SRmessseas 1979 1986 198) 1982 

INITIAL INVESTMENT BY 9.0917 0.0717 0.0917 0.0917 

LAND BY 0.4452 0.4452 0.4452 0.4452 
IMPROVEMENTS BY 0.1033 0.1033 0.1033 0.1033 
ENTREPRENEURIAL SKIL BY -0.9866 -0.7866 -0.9866 -0.9944 

MORTGAGES 
saamsssss 1979 19890 1981 1982 

FIRST MORTGAGE BY 90.0166 0.0166 0.0166 0.01464



REPORT SECTION 

SENSITIVITY ANALYSIS 

ANALYSIS YEAR 15 2 = 1980 

TO CHANGE CASH RETURN BEFORE TAXES BY 1009. 
CHANGE ANY ONE OF THE FOLLOWING 

CASH GUTLAYS tF79 1980 198t 1982 

REAL ESTATE TAXES BY 9.0415 0.0415 6.0415 0.0415 
TOTAL EXPENSES BY 9.0514 9.0514 6.0514 9.0514 
FIXED EXPENSES BY 0.0514 90.0514 90.0514 9.0514 
VARTABLE EXPENSES BY 0.0000 9.0000 0.9000 90.0000 
TOTAL INTEREST PMTS. BY 9.0082 9.0082 06.0083 0.0084 
TOTAL PRINCIPAL PMTS. BY 0.0960 9.0872 Q0.0792 9.9720 
WORKING CAPITAL LOAN BY 6.0000 9.0000 0.0000 9.00090 
GROSS INCOME BY 0.0045 0.0045 0.0045 0.0045 
FIXED INCOME BY 0.0045 9.0045 0.0045 0.0045 
VARIABLE INCOME BY 9.9000 9.0000 0.0000 0.0000 

COMPONENTS 
Sanmesssss 1979 1980 1981 1982 

INITIAL INVESTMENT BY 9.0415 0.0415 0.0415 0.0415 

LAND BY 0.2015 0.2015 0.2015 0.2015 
IMPROVEMENTS BY 0.0468 0.0468 0.0468 0.0468 
ENTREPRENEURIAL SKIL BY -0.4466 -0.4466 -0.4466 -0.44664 

MORTGAGES 
SRaraasss 1979 1980 1984 1782 

FIRST MORTGAGE BY 9.0075 9.0075 9.0075 9.0075



REPORT SECTION 

FRONT BOOQR ANALYSTS 

ASSUMAPTIONS 

ANALYSIS YEAR IS 2 = 1980 

CASH FLOWN 

GROSS INCOME 1.0090 EXPENSES 0.088 
FIXED INCOME 1.000 FIXED EXPENSES 0.088 
VARIABLE INCOME 0.000 VARTABLE EXPENSES 0.900 

VACANCY 0.038 REAL ESTATE TAXES 0.109 
DEBT REPAYMENT 0.601 EQUITY PAYMENT 0.164 

DEBT STRUCTURE 

TOTAL DEBT IN EFFECT 0.401 

FIRST MORTGAGE 0.601 

EQUITY CONTRIBUTION 

TOTAL EQUITY 0.164 
COST LESS DEBT 0.1464 AT ANNUAL RATE OF 90.097 
WKG CAPITAL RS 0.000 AT ANNUAL RATE OF 0.080



FRONT BOQR ANALYSTS 

CASH FLOWN 

PERCENTAGE BASIS 

ANALYSIS YEAR 15 2 = 1980 

TEST TEST TEST 

AT 1.00 AT 1.05 AT 0.95 

TYPE Q VALUE ESTIMATE = 1614368. 1695086. 1533650. 

EQUITY RETURN BASIS 
REQUIKED CASH FLOW 

YR. # YR. # YR. # 
GROSS RENT 216437, 3.59 227259. 3.77 205615. 3.41 

LESS VACANCY BI71. 0.14 8579. 0.14 P7b2. 9.693 
LESS R.E. TAXES 25441. 9.39 247971. 84 22430. 90.97 
LESS EXPENSES 17064. 0.32 29018. 0.33 Bit. 0.30 

NET INCOME 145591. 2.75 173870. 2.89 197311. 2.61 
DEBT SERVICE 132689. 2.20 139325. 2.51 126055. 2.09 
CASH THROW-OFF 32902, 9.59 $4947. 0.9? $1257. QO.52 

DEFAULT = 0.81023 

ZERO EQUITY RETURN BASIS 
REQUIRED CASH FLOW 

YR. i YR. # YR. i 
GROSS RENT 173432. 2.88 182104. 3.02 1647461. 2.73 

LESS VACANCY 6547. O.11 6875. 0.11 6220. 9.190 
LESS R.«E. TAXES 1B920. 0.31 19866. 0.33 17974. 0.30 
LESS EXPENSES 15277. 0.25 16040. 9.27 14313. 0.24 

NET INCOME 132687. 2.20 139323. 2.31 126055. 2.09 
DEBT SERVICE 132689. 2.20 139323. 2.31 124055. 2.909 

CASH THROW-OFF 0. 9.09 0. 9.00 0. 0.00 

DEFAULT = 0.96225



RISK ADJUSTED BASIS WITH DEFAULT AT 0.830 AND ALLOCATING -2709.55 DOLLARS 
REQUIRED CASH FLOW 

YR. # YR. # YR. # 
GROSS RENT 2147919. 3.596 229455. 3.74 203983. 3.39 

LESS VACANCY Bi7i. 0.14 8579, 0.14 7762. 9.13 
LESS R.E. TAXES 25189. 9.42 26448. 0.44 23929, 0.40 
LESS EXPENSES 20359. 0.34 21356. 0.35 19322, 9.382 

NET INCOME 141020. 2.47 1469071. 2.81 192949. 92.54 
BEBT SERVICE 132489. 2.20 139323. 2.31 126055. 2.09 
CASH THROW-OFF 28331. 0.47 29748. 0.49 26915. 0.445 

DEFAULT = 0.83000 

FRONT BOGQR ANALYSTS 

CASH FLOW 

CASH BASIS 

ANALYSIS YEAR IS 2 = 19890 

TEST TEST TEST 

AT 1.906 AT 1.905 AT 0.00 

TYPE © VALUE ESTIMATE = 1614368. 14950864. 1943650. 

EQUITY RETURN BASIS 
REQUIRED CASH FLOW 

YR. # YR. # YR. # 
GROSS RENT 217484. 3.41 225763. 3.75 209204. 3.47 

LESS VACANCY 8339. 0.14 8339. 0.14 8337. Q.14 
LESS R.E. TAXES 24097, 0.40 24097. 0.40 24097. 0.40 
LESS EXPENSES 19457. 0.32 19457, 0.32 19457. ©6032 

NET INCOME 165571. 2.75 73870. 2.89 57311. 2.41 
DEBT SERVICE 132689. 2.20 139323. 2.31 1246055. 2.09 
CASH THROW-OFF $2902. 9.55 $4547. 0.57 $1257. 9.52 

DEFAULT = 0.81037



ZERO EQUITY RETURN BASIS 
REQUIRED CASH FLOW 

YR. # YR. # YR. # 
GROSS RENT 184582. 3.06 191216. 3.47 77948. 2.95 

LESS VACANCY 8357. 0.194 8537, 0.14 8337. G4 
LESS R.E. TAXES 24097. 0.40 24097. 0.40 24097. 0.40 
LESS EXPENSES 19457. 0.32 19457. 0.32 19457. 0.382 

NET INCOME 1324689. 2.20 139323. 2.31 1246055. 2.09 
DEBT SERVICE 132689. 2.20 159323. 2.31 126055. 2.09 
CASH THROW-OFF 0. 9.00 0. 9.906 O. 9.00 

DEFAULT = 0.95482 

RISK ADJUSTED BASIS WITH DEFAULT AT 0.830 AND ALLOCATING -2687.28 DOLLARS 
REQUIRED CASH FLOW 

YR. # YR. # YR. # 
GROSS RENT 215769. $8.98 223954. 3.72 207585. 3.45 

LESS VACANCY 8339. 0.14 S359. O14 8339. 0.14 
LESS R.E. TAXES 29671. 9.43 20797. 9.43 29584. 0.42 
LESS EXPENSES 20728. 0.34 20799. 9.35 20657, 9.34 

NET INCOME 161031. 2.67 1690537. 2,81 153005. 2.54 
DEBT SERVICE 132689, 2.20 139323. 2.31 126055. 2.99 
CASH THROW-OFF 28342. 0.47 27735. O.49 26951. 0.45 

DEFAULT = 0.830006



BaCK BRBQAR AWALYSE IS 

COMPONENTS 

PERCENTAGE BAST S 

ANALYSIS YEAR IS 2 = 1980 

TEST TEST TEST 

AT 1.00 AT 1.05 AT 0.95 

. GROSS RENT PROJECTED 220893. 231938. 299848. 

REVENUE UNIT INCOME 32467 3.850 34483 

JUSTIFIED COMPONENTS 

TYPE 0 VALUE ESTIMATE = 1647605. 1729986, 1360225. 

VALUE BIFFERENCE = 33237, 115418. “49143, 

LAND BS7244. 0.021 356206. 0.072  $22281.-0.0350 
IMPROVEMENTS 1441450. 0.021 1534523. 0.072 1588378.-0.0390 
ENTREPRENEURIAL “453088. 0.021 ~-160743. 0.072 ~-145434.~-0,0350 
FIRST MORTGAGE 1301250. 0.021 1366313. 0.072 1236188.~-0.030 

EQTY CONTRIBUTION 346355. 0.021 3634673. 0.072  329037.-0.030



Lmprovement Allocation Total A B C 

Building Cost 1,249,988 878,849 297,236 73,903 

Intangibles 81,240 58,726 18,031 4,483 

Land Under Building - Area 60,242 43,050 14,560 2,632 

Land Under Building ~-.Walue*1.30 78,312 55,965 18,928 3,422 

Parking Land - Area 180,000 113,238 48,438 18,324 

Parking Land - Value*1.30 234,000 147,209 62,969 23,821 

Open Space - Area 15,456 9,723 4,159 1,573 

Open Space - Value*1.30 20,093 12,640 5,407 2,045 

Parking Surface - Value*.50 90,000 56,619 24,219 9,162 

Parking Lighting 10,740 6,756 2,890 1,093 

Total 1,764,373 1,216,764 429,680 117,929 

Financial Allocation -7226 

Mortgage Amount 1,275,000 879,278 310,502 85,220 

Income 

Gross Income 220,893 133,365 74,368 13,160 

Vacancy 8,339 3,054 5,114 171 

Real Estate Taxes 24,097 16,619 5,868 . 1,610 

Operating Expenses 19,457 13,419 4,738 1,300 

Net Income 169,000 100,273 58,648 10,079 

Reserve Contribution 3,000 2,070 730 200



ENTER THE NUMBER OF LIWES TO BE PRINTER -- BAX. [8 10 
GEPERATED BY COMMAS -- HAX. I8 TEN VALUES 

7 

ENTER LINE NUMBERS 

32557 538,40 ,42,44,48 

CASH FLOW ANALYSIS 
Sutiaseesressesesss 1979 {9890 1981 1983 

32 ORIG EQUITY CASH RTNB/4 TAX 0.90260 0.0260 9.0260 0.0260 

37 QRIG EQUITY CASH RTNAFR TAX 0.03467 0.0356 0.9344 0.0317 A 

38 GRIG EQUITY PAYBACK AFR TAX 60.0367 0.0722 9.19464 0.1714 

40 WET INCOME-MARKET VALUE RIO 0.0812 0.0800 0.0788 90.9765 

42 DEFAULT RATIO O.9113 O.9f13 O.9113 9.9113 

46 CUM. CASH LESS ORIG EQUITY ~34221. 27él. 36097. 107719. 

48 MOD. I.R.R. ON ORIG EQUITY -O0.1014 06.0044 0.0344 0.0570 

CASH FLOW ANALYSIS 
satercsearessssscscscs 1979 19730 1981 1983 

32 ORIG EQUITY CASH RTNB/4 TAX 0.2210 9.2210 0.2210 9.2219 

37 ORIG EQUITY CASH RTNAFR TAX 0.1982 0.1971 0.19769 0.1932 B 

38 GQRIG EQUITY PAYBACK AFR TAX 0.1982 0.3953 9.5913 0.9792 

40 NET INCOME-MARKET VALUE RTO 0.13945 0.1325 0.13905 0.1267 

42 DEFAULT RATIO 0.5771) 0.9771 0.5771 0.577] 

44 CUM. CASH LESS ORIG EQUITY -//2, 23043, 47889. 104168. 

48 MOD. I.R.R. ON ORIG EQUITY “0.0065 0.0725 0.1192 9.1338 

CASH FLOW ANALYSIS 
ssanmacesocscsesssss 1979 1789 1978} {783 

32 ORIG EQUITY CASH RINB/4 TAX 0.0370 0.0370 0.0370 0.0370 

37 ORIG EQUITY CASH RTNAFR TAX 0.3881 0.3870 0.3858 9.3831 Cc 

38 QRIG EQUITY PAYBACK AFR TAX 9.3881 0.7791 1.1609 1.9286 

40 WET INCOME-MARKET VALUE RTO 0.0842 0.0830 90.0817 9.0793 

42 DEFAULT RATIO 0.8950 0.97264 1.0611 1.2770 

44 CUM. CASH LESS ORIG EQUITY ~3183., ~3306. ~884, 6674, 

48 MOD. I.R.R. ON ORIG EQUITY “0.1584 -0.0517 -0.0091 0.0378 

STOP -- 

Ready



REPORT SECTIEGK RURBRE R { PAGE | 

2SSE eee ReNE Ree Rees SRR aAae EE eR eee Sees 

* GROSS RENT $ 13160. * RATE OF GROWTH OF GROSS RENT 0.0000 

* EXPENSES $ 1300. * RATE OF GROWTH OF EXPENSES 0.90000 

* RE TAXES $ 1610. * RATE OF GROWTH OF R E TAXES 0.9009 Cc 

* INCOME TAX RATE 0.5000 PROJECT VALUE GROWTH OF 6.0009 

* VACANCY RATE 0.01390 VORKING CAPITAL LOAN RATE 0.1400 

EQUITY DISCOUNT 0.1200 EXTRAORDINARY EXPENSES $ 0. 

RESALE COST 0.0400 REINVESTMENT RATE 0.0700 

WKG CAPITAL RS $ 0. CAPITAL RESER INTEREST RATE 9.07090 

INITIAL COST 4 117929, INITIAL EQUITY REQUIRED $ 32714, 

ALL ’** VALUES ARE AVERAGE AMQUNTS FOR HOLDING PERIOD. OF 5 YRS. 

REPORT SECTION NUM EER Z PAGE | 

COMPQNENT SUMMAMAR Y 

TITLE PCT. BEGIN USEFUL DEPR 

DEPR USE LIFE METHOD COST SCH 

LAND 0.00 1 0. 0 $ 29288. 0€ 
IMPROVEMENTS 0.99 1 33. 0 § 884641. 0 

MORTGAGE SUMMAR Y 

TITLE INTR BEGIN END TERN ORIG PCT 

RATE YR. YR. BALC VALUE 

FIRST NORTGAGE 0.0962 | 27 2? § 85215. 0.723 

|



PRO FQORWNA 

INVESTMENT ANALYSIS OF 

| CHEM. BANK SEMINAR 

FOR 

CASE PROBLEM - SEPR 

REPORT SECTION NUMBER 3 PAGE 1 

CASH FLOW ANALYSIS 
Bares skseaomesrssssss 1979 1980 {981 1993 

1 GROSS RENT 131460. 13140. 13160. 131640. 

2 LESS VACANCY 171. i7t. 171. i71~€ 
3 LESS REAL ESTATE TAXES 16190. 1410. 1610. 14610. 

4 LESS EXPENSES 1300. 1300. 1300. 1300. 

o NET INCOME 10079. 10079. 10079, 10079. 

& LESS DEPRECIATION 27299, 27299, 27299, 27299, 

7 LESS INTEREST 8172. 8102. 8025. 7846. 

§ TAXABLE INCOME ~29391. -25321. -25244. ~25066. 

} PLUS DEPRECIATION 27299, 27299, 27299, 27299, 

10 LESS PRINCIPAL PAYMENTS 637, 7&7. 844, 1022, 

11 CASH THROW-OFF i21t. T2tt. 1211. i211. 

12 LESS TAXES 22320 2252. 2252. 22326 

13 LESS RESERVES AT 200.000 0. 0. 0. 0. 

14 CASH FROM OPERATIONS ~1022. -1022. ~1022, ~1022, 

13 WORKING CAPITAL LOANC(CUM B) 1022, 2184. $014. 67/52. 

146 DISTRIBUTABLE CASH AFR TAX 0, 0. 0. 0. 

17 TAX SAVING ON OTHER INCOME 12696. 12641. 12622. 12533. 

18 SPENDABLE CASH AFTER TAXES 12496. 12661. 12622. 12533.



Default Ratio Evaluation 

Building "A" 

16,650 = . 3868 * 90 _ = -3481 

10,200 = ~2369 * -90 = .2132 

6,000 = - 1394 * -85 = -L185 

4,800 = ~1L115 * .85 = -0948 

4,200 = .0976 * .85 = -0830 

1,200 = -0279 * -80 = .0223 

43,050 1.0000 .8799 

43,050 = .7146 * .8799 = -6288 

17,192 = -2854 * -7050 = 2012 

60,242 1.0000 -8300



1, CWEN. BANK SENIMAR, CASE PROBLEN - SEPR 
19,1979,2,1,1.9,3, 43659 
40,133365,% 
60,5054,+# 
70,16619,% 
80,13419,+# 
100,.12,.90,.07 
101,0,.015,64 
102,.14,1,.96,0 
103,2070,.0,.97,9 
200,1,LAND 
201,1,215814,.9,0 
202,1,1,9,9 
200,2, IMPROVEMENTS 
201,2,1000950,.90,2 
202,2,1,33,0 
300,1,FIRST NORTGAGE 
301,1,.7226,.09625,0,27 
302,1,12,1,27,9 
400,3 
403,1,2,3,5 
999,99 
40,74348,+% 
40,5114, +* 
70,5848,* 
80 ,4737,+* 
103,730,.0,.07,0 
201,1,87304,.0,0 
201,2,842376,.90,9 
301,1,.7226,.09625,0, 27 
999,99 
40,131460,* 
60,171,%* 
70,1610,# 
80,1300,* 
103,200,.0,.97,0 
201,1,29288,.0,0 
201,2,88641,.90,0 
301 ,1,2.7226, .09625,0,27 
999,99 

Ready



REPORT SECTION BRUMBDER PAGE | 
ee eee ES ES RASA SSS PSSA sseease se 

* GROSS RENT $¢ 743468. +* RATE OF GROWTH OF GROSS RENT 90.0000 

* EXPENSES $ 4737, * RATE OF GROWTH OF EXPENSES 0.0000 

* RE TAXES $ 9848. * RATE OF GROTH OF RE TAXES 0.0009 

* INCOME TAX RATE §,5000 PROJECT VALUE GROWTH OF 6.9900 
* VACANCY RATE 0.0688 WORKING CAPITAL LOAN RATE 0.1400 

EQUITY DISCOUNT 0.1200 EXTRAORDINARY EXPENSES $ 0. 

RESALE COST 0.06090 REINVESTMENT RATE 0.0709 

WKG CAPITAL RS $ 0. CAPITAL RESER INTEREST RATE 0.0790 

INITIAL COST $ 5467817, INITIAL EQUITY REQUIRED $% 462313. 

Baw “*’ VALUES ARE AVERAGE AMOUNTS FOR HOLDING PERIOB. OF 3 YRS. 

INITIAL COST BERIVED THROUGH BACKDOGR TYPE 1 USING 1 MORTGAGES 

REPORT SECTION MUN DE R 2 PAGE | 
SLSSRMACVMMIRAeLVses* SASL SSLACRSOCLSSTSSSECCSPIAISKVSIVIesesreseaa 

BcowrponeEnT SUMHARY 

TITLE PCT. BEGIN USEFUL DEPR 

BDEPR USE LIFE METHOR COST SCH 

LAND 0.00 1 0. 0 $ 87304. 9 

IMPROVEMENTS 0.90 1 3d. ) $ 480513. 9 

HORTGAGE SUM HAR Y 

TITLE INTR BEGIN END TERM ORIG PCT 

RATE YR. YR. BALC VALUE 

FIRST MORTGAGE 0.0962 1 a? 2? $ 905504. 0.890



REPGQRT SECTIQN UR EE R 3 PAGE | 

B 
CASH FLOW ANALYSIS 
Ssascsatssamsscssssss 1979 1980 199] {983 

1 GROSS RENT 74368. 74348. 74368. 74348. 

2 LESS VACANCY 3114, ovtt4. S114. oi14. 

3 LESS REAL ESTATE TAXES 3868. 3868. 3868. v868. 

4 LESS EXPENSES 4737. 4737. 4737. 4737. 

2 NET INCOME 38649. 98649. 98649. 38649, 

é LESS DEPRECIATION 20641. 20641. 20641. 20641. 

7 LESS INTEREST 48476. 48040. 47602. 44544. 

8 TAXABLE INCOME -{0468. -10052. 9594, ~8937. 

9 PLUS DEPRECIATION 20641. 20641. 20641. 20641. 

19 LESS PRINCIPAL PAYMENTS 4132. 4348. 9005. 6043, 

11 CASH THROW-OFF 6041. 6041. 6041. 6041. 

12 LESS TAXES 0. 0. 0. 0. 

13 LESS RESERVES AT 730.9000 730. 730. 739, 730, 

14 CASH FROM GPERATIONS wold. osit. udsil. gold. 

15 WORKING CAPITAL LOAN(CUM B) 0. 0, 0. 0. 

14 DISTRIBUTABLE CASH AFR TAX voli. voli. O31. voli. 

17 TAX SAVING ON OTHER INCOME g234, v924. 4797. 4248, 

18 SPENDABLE CASH AFTER TAXES 10545. 10337. 10109. 9980.



REP aR T SECTIG# HUROE R é PAGE { 
SERRE SSeS es eS SSeS St ee eee eres sss eS 

YEAR OF ANALYSIS | 
| sistomesesscsscsess 1979 197890 198i 1383 

Barter TAX RATIO ANALYSIS 

35 RETURN ON NEW WORTH AFT TAX -0.2107 0.4419 0.3561 0.2926 

36 CHANGE IN NET WORTH AFT TAX -23673. 6737. 46051. 7429, 

37 CASH RIN ON ORIG CASH EQUIY 0.1492 0.14659 0.1422 0.1537 

38 PERCENT ORIG EQUITY PAYBACK 0.1692 9.3351 0.4973 0.8093 

39 PRESENT VALUE OF PROJECT 549419. 359334. 3669740. 379260. 

490 NET INCOME-MARKET VALUE RTO 0.1018 0.1003 0.0988 0.90939 

4] LENDER BONUS INTEREST RATE 0.0000 90.9000 0.0000 0.9000 

42 DEFAULT RATIO 0.8500 0.859090 0.8500 9.8500 

REPORT SECTION MUA EE R 7 PAGE | 

YEAR OF ANALYSIS 
SeSARAASKSSRELeses 1979 1989 138] 1983 

B MODIFIED INTERNAL KATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 

4] CUM. AFT TAX SPENDABLE CASH 10545. 21621. 33243, 59184. 

44 MOD. I.R.R. ON ORIG EQUITY -0.8308 -0.4110 -0.1890 -0.0136 

45 MOD. I.R.R. ON CUM. EQUITY -0.8308 -0.4110 ~-0.1890 -0.0136 

RETURN ANALYSIS WITH SALE : 

44 CUM. CASH LESS ORIG EQUITY -13128. 4684, Laoudl s 61441. | 

47 CUM. CASH LESS CUM. EQUITY ~43128. 4684, 22307 « 61441. 

48 MOD I.R.R. ON ORIG EQUITY -0.2107 0.90349 0.1076 0.1471 

49 #40DR I.R.R. ON CUM. EQUITY -§9.2107 0.90349 0.1074 0.1471



REPORT SECTIQN WUNBDER PAGE 

* GROSS RENT $ 13160. * RATE OF GROWTH OF GROSS RENT 0.0000 
* EXPENSES $ 1300. #* RATE OF GROWTH OF EXPENSES 0.0000 
* RE TAXES $ 1610. #* RATE OF GROWTH OF RE TAXES 0.0000 
* INCOME TAX RATE 0.5000 PROJECT VALUE GROWTH OF 6.0000 
* VACANCY RATE 0.0130 WORKING CAPITAL LOAN RATE 0.1400 

EQUITY BISCOUNT 0.1200 EXTRAORDINARY EXPENSES $ 0. 
RESALE COST 0.0600 REINVESTMENT RATE 0.0700 
WKG CAPITAL RS $ 0. CAPITAL RESER INTEREST RATE 0.0700 
INITIAL COST $ 98584. INITIAL EQUITY REQUIRED ¢$ 25384. 

CALL ‘*" VALUES ARE AVERAGE AMOUNTS FOR HOLDING PERIOD. OF 5 YRS. 
INITIAL COST DERIVED THROUGH BACKDOOR TYPE 1 USING 1 MORTGAGES 

REPORT SECTION WHABER 2 PAGE | 
RReSBRSGSESBLSSSSTRSUESARABEBVVSITASDESRRARELSPSRREFSSSEBZSSSSEZTARS 

CcowPONENT SUMMARY 

TITLE PCT. BEGIN USEFUL DEPR 
DEPR USE LIFE METHOD COST SCH 

LAND 0.00 4 0 0 ¢ 29288 90 
IMPROVEMENTS 0.90 1 33. 0 $9294. 0 

MORTGAGE SUMKARY 

TITLE INTR BEGIN END TERM ORIG FCT 
RATE YR. YR. BALC VALUE 

FIRST MORTGASE 0.0962 1 27 27 $ 73200. 0.743 

fo.



REPORT BECTIOQNR HUBBER a PASE 1 
SE rE ESS Ss SEY SE ee ee ct Se es en 2 

CC 
CASH FLOW ANALYSIS 
amamaocassstsessecss 1979 1989 198} 1983 

1 GROSS RENT 13140. 13160. 13140. 13140. 
2 LESS VACANCY {7t. i7i. 171. i. 
3 LESS REAL ESTATE TAXES 1419. 1410. 14640. 1619, 
4 LESS EXPENSES 1500. 1300. 1300. 1300. 
3 NET INCOME 10079. 10079. 10079. 19079. 
§ LESS BEPRECIATION 20641. 20641. 20641. 20641. 
7 LESS INTEREST 7029. 6959. 6893. 6740, 
8 TAXABLE INCOME ~17582. ~-17521. -17455. -17902. 

9 PLUS DEPRECIATION 20641. 2064). 20441. 20641. 
19 LESS PRINCIPAL PAYMENTS 398. 659. F206 87a, 
11 CASH THROW-OFF 2461. 2461. 2441. 246i. 
{2 LESS TAXES 1313. 1313. 1313. 1313. 
13 LESS RESERVES AT 200.000 2090. 200. 290. 209, 
14 CASH FROM OPERATIONS 948. 948. 948. 943, 
{5 WORKING CAPITAL LOANC(CUM B) 0. 0. 0. 0. 
16 BISTRIBUTABLE CASH AFR TAX 948. 948. 948, 948, 
17 TAX SAVING ON OTHER INCOME 8791. 8761. 8728. 8451. 
18 SPENDABLE CASH AFTER TAXES 9739. 9707, 9676. 9599.



Parking Information From Urban Land Institute 

I. Truck Loading 

One (1) truck loading dock for each 10,000 sq. ft. of building area 

II. Parking Requirements 

5.5 parking spaces for each 1000 GLA, this includes employee parking 

III. Parking Space Size 

One (1) parking space normally required 400-450 sq. ft. depending 

on design, topography, etc. 

IV. Value of Parking Stall - Formula 

A. IT=A*CFM* PFN *¥ # 
Where : 

I = Annual Income 

A = Average Unit Sale (in dollars) 
C = Customers Per Car 

M = Minimum Daily Turnover Per Space 

P = Percent Of Customers Arriving By Car 

N = Number Of Shopping Days Per Year 

#+ = Number of Parking Spaces 

B. Variation 

A = L 

(Cc * M* Pp * N *#) 

Value Per Day = A*C#*M 

Value Per Annum = Value Per Day * N



V. Gross Sales Estimate From Dollars and Cents of Shopping Centers 

Average High 

GLA S/Sq.Ft. Sales sales 

Grocery 16,650 193.65 2,189,308 3,224,272 

131.49 

Hardware LO,200 75.86 588, 948 773,772 

57.74 

Drugs 6,000 90.01 329,220 540,060 

54.87 

Furniture 4,800 60.80 169,680 291,840 

35.35 

Clothing 4,200 108.32 273,336 454 , 944 

65.03 

Miscellaneous 1,200 67.05 80,460 80,460 

Financial 2,688 -— -- -— 

Liquor 1,344 186.49 106,840 25,064 

79.50 

Cleaners 1,000 67.45 30,280 67,450 

30.28 

Beauty Shop 1,000 90.19 52,010 90,190 

52.01 

Barber 670 67.57 27,001 45,272 

40,30 

Miscellaneous 7,858 67.05 526,879 526,879 

Restaurant 2,632 78.28 131,416 206,033 

49.93 —_ 

4,505,378 6,326,236



VI. Example 

I = 4,505,378 - Average 

I = 6,326,236 - High 

A = I 

(Cc * M* P*N * #) 

Where: 

I = $4,505,378 

C= 1.5 

M = 3.0 

P= .90 

N = 325 

# = 275 

A = $12.45 

Sales Per Day = $12.45 * 1.5 * 3.0 = $56.03 

Sales Per Annum = $56.03 * 325 = $18,210



Project Modification 

Land From "c" 

2,632 = Under Building 

18,324 = Parking 

1,573 = Open Space 

22,529 = Total Incro To "A" and "B" Parking 

Building Cost 

A = 886,399 

B = 299,790 1,186,190 

Intangibles 

A = 58,726 

B= 18,031 76,757 

Land Under Building 

A = 43,050 

B= 14,560 57,610 * 1.30 74,893 

Open Space 

A = 9,723 

B= 4,159 13,882 * 1.30 18,047 

Parking Lot Lighting 10,740 

Land For Parking 

Original = 180,000 

Under "c" 2,632 

Open Space "c" 1,573 

184,205 * 1.30 239,466 

Parking Surface 184,205 * .5 92,102 

Total Cost 1,698,195 

Redesign of Parking to allocate 550 Sq. Ft./parking stall 

184,205 

550 = 335 parking stalis 

Determine Gross Income 

I= .6102 * 1.5 * 3.0 * .90 * 325 * 335 

I = 269,064



Depreciation Classes* 

Shopping Centers 

item % of Total Amount Useful Life 

Land 332,400 0 

Shell 045 614,608 33 

Electric, Wiring, Plumbing -1872 249,347 LO 

Heating & Air Conditioning ~20 273,159 15 

Ceiling & Flooring 0725 99,020 10 

Paving -06285 92,102 LO 

Roof ~O1 13,658 15 

Fence & Signs ~Ol1 13,658 L5 

Parking Lot Lighting ~0075 10,243 L5 

1,698,195 

* Coldwell Banker



Land Valuation 

I. Regression Estimate For Time 

A. 2.14 = 3.25 

B. 1.38 = 1.94 

Cc. 1.16 = 1.57 

D. 1.53 = 2.06 

E. 96 = 1.24 

F. 1.08 = 1.23 

G. 1.73 = 1.95 

H. 2.11 = 1.93 

II. Adjustment For Comment/Comparability 

Adj. 
A. 3.25 ~50 = 1.625 

B. 1.94 .90 = 1.746 

Cc. 1.57 1.20 = 1.884 

D. 2.06 85 = 1.751 

E. 1.24 1.35 = 1.674 

F. 1.23 1.00 = 1.230 

G. 1.95 L.00 = 1.950 

H. 1.93 85 = 1.640 

1.69 + .217 

Low = 1.47 

Avg. = 1.69 

High = 1.90



‘ 

. Project Title 
User Name 

Starting Year , Data Sets Classification % Owned Yr. 1 Holding Period Units/Year 

20, ° .. eee cerns 9 mmm Ro pe ee earners 
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____—._ Oo. OL OR ODN IS sO 
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Real Estate Tax 2 3 4 5 
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100, & 2 epee fee 50 | anmearrnmcvtiy + 06 

Discount Rate Income Tax Rate Reinvestment Rate 

101, C emeeeene, © wenn 02 e og 

Extraordinary Exp. Project Growth Rate Project Growth Type 

a ar 102, 14 ’ ee e 07 r- — C 

Working Capital Loan Ownership Resale Cost Rate Charge Sew Capital 

_ os, _ 2000 is HOODOO UCL OC SOOO 
Reserves Witheld Equity Reserves Equity Reserve Rate Reserve Maximum



PARTNERSHIPS 

Title(20 character maximum) | . 

OY 112, 1. +35 ’ 2:20 ‘ ZO. | 

Income Tax % of Spendable % Equity Contribution 

eee 112, lL, _.30 ’ 2-20 ‘ _—-2Q ¢ Ja 

% Equity Reversion % Tax Loss % Tax Payment Discount Rate ; 
a . 

113, lL, om £ C oa weeewwumemmminy 2 _-Q + jf 

Reinvestment Rate Mortgage Liability General Partner 
) 

Oe) 110, 2, ¥ ~. : 

Title 

lll, 2, ~ 50 ’ ~4O e -4O 
Income Tax % of Spendable % Equity Contribution 

112, 2, , 33 . 40 . UO . L 4. 
% Equity Reversion % Tax Loss % Tax Payment Discount Rate 

113, 2, 0] ae fe Ow oO } 
Reinves t Rate % Mortgage Liability General Partner 

—__— 110, 3, Equity Gackev- 2 
Titl , 

1ll, 3, # L¢ mamma i» YO ’ YO 

Income Tax % of Spendable % Equity Contribution 

112, 3, * 3 5 ’ 40 —_ en. Yo. eee! _-Il@ 
% Equity Reversion % Tax Loss % Tax Payment Discount Rate 

113, 3, _.09 wee 8 wemeeeene om | _ fo. 

Reinvestment Rate % Mortgage Liability General Partner 

110, 4, ° 
Title 

lll, 4, ’ —_—- a 
Income Tax % of Spendable % Equity Contribution 

112, 4, > . pump aneerrenmmnadime eevee fee Cf rac pg fi, 

*% Equity Reversion % Tax Loss % Tax Payment Discount Rate 

113, 4, © emrewnnnrcceeecenwmneceennecemeimnaees #_enteententeniperepintntenttnenttenanermnnestes 
Reinvestment Rate % Mortgage Liability General Partner 

110, 5, Sr IS, 
Title ~ 

Lili, 5, emeweewene aatOSCEppE GSES fans ERSERIEEDNASRreORetecimieniciemtarcivep ind ammmmngen fess csFRarasnhs is 

Income Tax % of Spendable % Equity Contribution 

112, 5, epee . ovemccmnemmmemamirmpmmy ——_eaatindhmpamieppedediapunend "PURI erent «Fc pseu pe SS ermerery © =o RSREaPelrshmsshpPsrrPidg PsS 

% Equity Reversion % Tax Loss % Tax Payment Discount Rate 

113, s, ee eee 

Reinvestment Rate % Mortgage Liability General Partner



COMPONENT ENTRIES 

200, i, L Q h d 

Titile(2Z0 character maximum) 

201, i, 3 3 2400 | s _ #0 t _  O.... 

Original Cost % Depreciable Depreciation Method 

202, l, i we _ O._ ‘ _ O.. 

Starting Year Useful Life Switching 

200, 2, S h ¢ I 
Title 

201, 2, ALL: 60 aa ’ _.9O ’ 4 
Original Cost % Depreciable Depreciation Method 

202, 2, 1 BF 
Starting Year Useful Life Switching 

' 

200, 3, E leet / Wiv/ Bab 
Title 

iad 201, 3, 249347 . 2 GF ’ — 4 

Original Cost % Deprectable Depreciation Method 

202, 3, 1 ee | __ /Q ? _ Oe 

Starting Year Useful Life Switching 

200, 4, HVAC —i‘“‘(‘“‘ U 
Title 

201, 4, 2 / 3 L3 | ’ e GO meen ¢ —_ 4+ 
Original Cost % Depreciable Depreciation Method 

202, 4, J nites Ol ffs ¢ Oe 

Starting Year Useful Life Switching 

200, 3, _{ eiling ¢ EF loov 
Title 

p 9 , 9 ‘ 

201, 5, # ’ _ Y 

Original Cost % Depreciable Depreciation Method 

202, 5, 4 men 9 ee AiO ’ _ O. 
Starting Year Useful Life Switching 

§ 

200, 6, 7 VU } ng 
Title 

201, 6, 2 / C 3. ame OC _,9s ’ ee 

Original Cost % Depreciable Depreciation Methad 

202, 6, 1 — mun Ot  /f ? _ O.. 

Starting Year Useful Life Switching 

ee 200, 7. E, ; ¢ ° 

Title | 

201, 7, c. 1.3 lé a ¢ _.9O. ’ _ fF 
Original Cost % Depreciable Depreciation Method 

202, 7, Adin edepiaieanien minememaons If * _ Oe 

Starting Year Useful Life Switching 

e 
200, 49, Evdve PY aniunvd a oh.) 

° Title 

201. 8, ~1{40OAOKR , L.O , Oo 
Original Cost % Depreciable Deprectation Method 

202, &, I — ? it ’ Oo 
Starting Year Useful Life Switching



‘ & 

hl 200, 9, Lot Lighting 

Title 

20l, 9, C 242 Se _-9O * _ 4 
Original Cost % Deprectable Depreciation Method 

—.______, 202, 9, | ee LS ee _O. 
Starting Year Useful Life Switehing 

200, 10, Cou dy ull 
Title 

201, 10, - Z2SQO0O , LO . q 
Original Cost % Depreciable Depreciation Method 

202, 10, b : | ‘ oO 
Starting Year Useful Life Switching



MORTGAGE ENTRIES | 

309, i, ‘ t Mev c 

Tisle(20 character mm) 

301, lL, | < OOO 4 e Q b Z 5 —_ e srmrunamaienienth O eens 27 

Principal Amount Annual Interest Payment Period Tera 

302, 1, Z. — * , > 5 poem, (ff mmemmmnn 3 evwreaemmammnasmnapamasane-sven 
Payments/Year Year Began Year End Refinanced by # 

393 e 1, _ sommnememmppnedh orem? cremmmpraiemermmenemmamrneerneapieteectrennirenmeevenidtemacecmmmmrpmmmmmramiy caesarean cidade, |e SP 

Bonua Interest Base Amount Base Type Mortgage Factor 

300, 2, land lease : 
Title 

301, 2, S00 Q0 © ne | 20K a _ LQ ° _ O. 

Principal Amount Annual Interest Payment Period Term 

eee 302, 2, = | e _ [| e _ {O s _ oO. . 

Payments/Year Year Began Year End Refinanced by # 

303, 2, 2 C ene OC? 100000... id ek ¢ _ O. 

Bonus Interest Base Amount Base Type Mortgage Factor 

t 

300, 3, Recinauee, Mig. 
Title 

301, 3, __» WX » 1 1974 Q 2? 
Principal Amount Annual Interest Payment Period Term 

302, 3, l Z ‘ L ' 2. 2: , 0 
Payments/Year Year Began Year End Refinanced by *#* 

303, 3, ¥ 0 nape OCU 1)0C0CC0D é _ f 8 en 

Bonus Interest Base Amount Base Type Mortgage Factor 

360, 4, ea te inte) 

Title 

301, 4, e a purvunreeummmnyicmesbcmmidespremniamenipstmmmmrniipierymee «cms UTURVUNS/UrN Sc fcc epcmemmmne, |< hmsmsgp gc f /P "En -hips  A 

Principal Amount Annual Interest Payment Period Term 

3902, 4, waaren oe amen ERE t eames dg ee pee SRO eeepc isd rp puny ED ° weer 

Payments/Year Year Began Year End Refinanced by # 

tel 303, 4, reer é a ee ’ a ’ EEE ————— ee 

Bonus Interest Base Amount Base Type Mortgage Factor



OUTPUT OPTIONS 5 

OUTPUT OPTIONS (Enter "0" to suppress report printing; Enter "1" to permit report printing) 

400 j : 8 anmmnemerene 8 eee, # a Oe Freee fe FO, 1 2 3 4 5 6 7 8 9 10 

Report Field Identifiers 

Field # Report Title Field # Report Title 
od. Summary of Income & Expense 6. After Tax Ratios 
2. Component Summary 7. Modified Internal Rate of Return 3. Cash Flow 8, Mortgage Amortization 
4. Market Value 9. Depreciation Schedules 
5. Before Tax Ratios LO. Partnership Report 

* = Position #1 of Card 400 

5 = Auto 1, 2, 3, 4, 5, 6, 7, 10 

9 = Auto All 

: 3 = Select Specific Line:#'g (10 maximum) 

PRINT YEARS (Enter any year number 1-25, in any order) 

403 _1.,2 ..3., 4,858,646 ,9, 4, ., 

99 = first entry line 403 means 10 year wide carriage output option.



1, CHEMICAL BANK CASE SOLUTION 206,9,LOT LIGHTING 
10,1979,0,1,1.0,10,57610 201,%,16243,.90,4 
30,.0,0,2,.05,.09695,.10 202,7,1,15,0 
40,207733,% 200,10, EQUITY PULL 
60,.50,.25,7842,% 201,10,-250000,1.0,9 
70,13597,18129,22662,% 202,10,6,1,0 
80,18288, + 400,5 
100,.12,.50,.046,0 403,152,3,4,5,6,9,10 
101,0,.02,4 799,99 
102,.14,1,.07,0 
103, 3000, 400000, .06, 500000 
110,1,ROBERT JOHNSON Ready 
111,1,.35,.20,,20 
112,1,430.20,.20,.12 PETE CASE.SOL 
113,1,.05,.0,1 #F /400,5/ 
110,2,EQUITY BACKER-1 400,5 
111,2,.50,.40,.40 #0 /5/9/ 
112,2,.35,.40,.40, .14 400,9 
113,2,.07,.0,0 #LOG 
110,3,EQUITY BACKER-2 67 lines 
111,3,.60,.40,.40 
112,3,.35,.40,.40,.14 Ready 
113,3,.09,.0,0 
200,1,LAND RUN MRCAX 
201,1,332400,.0,0 ENTER INPUT FILE WANE 
202,1,1,0,0 +CASE .SOL 
200,2, SHELL 
201,2,614608,.90,4 
202,2,1,33,0 
200,3,ELECT/WIR/PMB 
201,3,249347,.95,4 
202,3,1,10,9 
200,4,HVAC 
201,4,273159,.90,4 
202,4,1,15,0 
200,5,CEILING & FLOOR 
201,5,99020,.90,4 
202,5,1,10,0 
200,6,PAVING 
201,6,72103,.95,4 
202,6,1,10,0 
200,7,ROOF FENCE % SINGS 
201,7,27316,.90,4 
202,7,1,15,0 
200,8,ENTREPRENEURIAL SKILL 
201,8,-150000,1.0,0 
202,8,1,1,0 
300,1,FIRST MORTGAGE 
301,1,1189000,.09625,0, 27 
302,1,12,1,5,3 
300,2,LAND LEASE 
301,2,300000,.08,1.0,0 
302,2,1,1,10,0 
303,42, .10,100000,5,0 
300,3,REFINANCE ) 
301,3,.88,.0975,0, 27 
302,3,12,6,27,0 

——- 303,3,.10,100000,5,0



REPORT SECTION NUMA BER 9 PAGE 1 

DEPRECIATION SCHEDULE FOR SHELL 

INITIAL COST 614408. 
DEPRECIATION METHOD 4 PERCENT DEPRECIABLE 0.990 
USEFUL LIFE od. BEGINNING YEAR 1 

ANNUAL CUMULATIVE CUMULATIVE 
YR DEP. STR. LINE ACCELERATED EXCESS 

1 27937. 16762. 27937. ft/s. 
2 26667. 33924. 34604. 21080. 
3 29455. 30286. 80058. 29772 « 
4 24299. 67048. 164356. 37300. 
3 235193. 85810. 127549. 43739. 
& 22139. 100572. 149488. 49ité. 
7 21133. 117334. 170821. 33487. 
§ 20172. 134094. 190993. 36897, 
9 19255. 130858. 210248, 07390, 

10 183980. 167620. 228628. 61008. 

DEPRECIATION SCHEDULE FOR ELECT/WIR/PNB 

INITIAL COST 2493547. 
BEPRECIATION METHOD 4 PERCENT DEPRECTABLE 0.950 
USEFUL LIFE 10. BEGINNING YEAR 1 

ANNUAL CUMULATIVE CUMULATIVE 
YR DEP. STR. LINE ACCELERATED EXCESS 

1 37402. 23688. 37402. 13714. 
2 $1792. 47376. 69194, 21818. 
3 27023. 71064. 76217. 25193. 
4 22970. 94752. 119184. 24434, 
y 19616. 118440. 158802. 20362. 
& 19616. 142128. 158417. 146290. 
7 19616. 145816. 178033. 12217. 
8 19616. 189504. 197647. $145. 
9 19614. 213192, 217264. 4072. 

10 19616. 236880. 2346880. 0.



REPORT SECTION NUS BER 9 PAGE 2 

DEPRECIATION SCHEDULE FOR HVAC 

INITIAL COST 273159. 
DEPRECIATION METHOD 4 PERCENT DEPRECTIABLE 0.900 
USEFUL LIFE 13. BEGINNING YEAR { 

ANNUAL CUMULATIVE CUMULATIVE 
YR EP. STR. LINE ACCELERATED EXCESS 

1 27316. 14390. 27316. 10926. 
2 24584. 32779, 31900, 12. 
3 22126. 47169. 74026. 24957. 
4 19913. 63558. 93939. 28381. 
3 17922. 81948. 111861. 27914, 
& 16130. 98337. 12799], 29654. 
? 4517. 114727. 142508. 27781. 
8 15065. 13iiié. 155573. 244357. 
? 12896. 147506. 148469. 20943. 

10 12896. 163895. 181364. 17469, 

DEPRECIATION SCHEDULE FOR CEILING & FLOOR 

INITIAL COST 990920. 
DEPRECIATION METHOD 4 PERCENT DEPRECIABLE 0.900 
USEFUL LIFE 10. BEGINNING YEAR 1 

ANNUAL CUMULATIVE CUMULATIVE 
YR DEP. STR. LINE ACCELERATED EXCESS 

{1 14853. 8912. 14853. o741, 
2 12625. 17824. 27478, 9654. 

$3 10731. 26739. 38209. 11474. 
4 9122. 30647, 47331. 11684. 
o #753. 44357. yu0g4, 10525. 
& 46807. vo47i. 61391. $420. 
7 «66807. 62383, 68698. 6315. 
8 6807. 71294. 75505. 4210. 
9 6807. 802064. B23i1. 2105. 

10 46807. 89118. B9118. 0.



REPORT SECTION NUMBER 9 PAGE 3 

DEPRECTATION SCHEDULE FOR PAVING 

INITIAL COST 92103. 
DEPRECIATION METHOD 4 PERCENT DEPRECIABLE 0.950 
USEFUL LIFE 10. BEGINNING YEAR 1 

ANNUAL CUMULATIVE CUMULATIVE 
YR DEP. STR. LINE ACCELERATED EXCESS 

1 13815. 8750. 13815. 9066. 
2 11743. 17500. 29559. 8059. 
3 9982. 26249, 55540. 9291. 
4 8484, 34999, 44025, 9026. 
3 7246. 43749, 31270, Poa). 
& 7246. 32499, uesté. 6017. 
> 7246. 61248. 69761. 4513. 
8 7246. 69998. 73007. 3009. 
? 7246, 78748. 80252. 1504. 

10 «7246. 87498. 87498. -9. 

DEPRECIATION SCHEDULE FOR ROOF FENCE % SINGS 

INITIAL COST 273516. 
DEPRECIATION METHOD 4 PERCENT DEPRECIABLE 0.900 
USEFUL LIFE 15. BEGINNING YEAR 1 

ANNUAL CUMULATIVE CUMULATIVE 
YR OEP. STR. LINE ACCELERATED EXCESS 

1 2732. 1639. 2732, 1093. 
2 2458. 3278. v190, 1912, 

$3 62213. 4917. 7403, 2486. 
4 1991. 6356. 9394, 2838. 

yo 792. 8195. 111864. 2991. 
& 613. 9834. 12799, 2955. 
f 1432. 11473. 14251. 2778 » 
8 1307. 13142. 15557. 2446. 
7 290, 14751. 16847. 2096. 
10-4299, 16390. 18137. 1747.



REPORT SECTION NUHBER 9 PAGE 4 

DEPRECIATION SCHEDULE FOR LOT LIGHTING 

INITIAL COST 10243. 
DEPRECIATION METHOD 4 PERCENT DEPRECIABLE 0.900 
USEFUL LIFE 13. BEGINNING YEAR 1 

ANNUAL CUMULATIVE CUMULATIVE 
YR DEP. STR. LINE ACCELERATED EXCESS 

1 1024. 615. 1024. 419. 
2 922. 1229. 1946, AL?. 
3 830. 1844, 2776. 932. 
4 P47. 2458. 5523. 1044. 
3 672. 3073. 4195. 1422. 
6 605. 3487. 4799. 112. 

; ? v44, 4302. 3344, 1042. 
8 490, 4917. y854. 917. 
7 434, Judle 6317. 786. 

10 484. 6146. 6801. 655.



REPORT SECTIGS HUBER & PAGE | 
SVL CSCSRKSSSESA SSS RSS KSA SSSA SSSR SSSSCAIST Sees 

MORTGAGE AMORTIZATION SCHEDULE FOR FIRST MORTGAGE 

NORTGAGE ANDUNT 1189000. TERA a? 
INTEREST RATE 0.0762 NORTGAGE FACTOR 0 .00867248 
PERIOD PAYMENT 103511.58 PAYMENTS PER YEAR 12 
BONUS INTEREST 6.9000 TYPE 0 GREATER THAN 0. 

ANNUAL INTEREST PRINCIPAL BONUS INT 
YR PAYMENT PAYMENT PAYMENT BALANCE PAYMENT 

1 1257359. 114020. 9719, F179281. 0. 
2 123739. 113042. 10697. 11468584. 0. 
3 123739. §119466. 1773. 1156811. 0. 
4 425739. (10781. 12958. 1143853. 0. 
9 123739. 109478. 4261. 1129592. 0. 

HORTGAGE ANORTIZATION SCHEDULE FOR LAND LEASE 

MORTGAGE ANQUNT 300000. TERM 0 
INTEREST RATE 0.0800 MORTGAGE FACTOR 0.900000000 
PERIOD PAYNENT 1.99 PAYMENTS PER YEAR 1 
BONUS INTEREST 0.1000 TYPE 5 GREATER THAN 100000. 

ANNUAL INTEREST PRINCIPAL BONUS INT 
YR PAYMENT PAYMENT PAYMENT BALANCE PAYMENT 

1 1. 24000. 0. 300000. 0. 
2 1939. 24000. 0. §00000. 1938, 
3 u895. 24000, 0. 500000. 0894. 
4 O95. 24000. O. §00000. 4894, 
J 9895. 24000. 0. $00000. 3894, 
6 S895. 24000. 0. 300000. 3894, 
? 3875. 24000. 0. 300000. 3894. 
8 ve7a. 24000. 0. 300000. JB94, 
? B95. 24000. 0. 300000. 3894. 

10 w895. 24000. 0. 300000. 5994,



MORTGAGE AMORTIZATION SCHEBULE FOR REFINANCE 

MORTGAGE AMQUNT 1008812. TERN a7 
INTEREST RATE 0.9975 MORTGAGE FACTOR ) 00876170 
PERIOD PAYMENT 8838.70 PAYMENTS PER YEAR 12 
BONUS INTEREST 9.1960 TYPE & GREATER THAN 1000090. 

ANNUAL INTEREST PRINCIPAL BONUS INT 
YR PAYRENT PATMENT PAYMENT BALANCE PAYMENT 

6 1419761. 98005. 80462. 1000750. 3894. 
? YWi9di. = 97183. 8884. 9918664. 3894. 
B Fii9dt. 9d277. 9790. 982077. 3874, 
9 41196t. 95279. 10788. 971289. 3894, 

10 419964. 94179. F188B. 959401. 894.



REPORT BECTION SUREER PARE | 
ere ar ae a ee SE TSE SRT RERARSSSRSSSCLASS SERA SR 

* GROSS RENT $ 207733. * RATE OF GROWTH OF GROSS RENT 0.0000 
* EXPENSES $ 18288. * RATE OF GROWTH OF EXPENSES 0.0000 
# RE TAXES $ 21302. + RATE OF GROWTH OF RE TAXES 0.0648 
* INCOME TAX RATE 0.5000 PROJECT VALUE GROWTH OF 4.0000 
* VACANCY RATE 0.1052 WORKING CAPITAL LOAN RATE 0.1400 

EQUITY DISCOUNT 0.1200 | EXTRAORDINARY EXPENSES $ 0. 
RESALE COST 0.0700 REINVESTMENT RATE 0.0600 
WKG CAPITAL RS $ 400000. CAPITAL RESER INTEREST RATE 0.0600 
INITIAL COST $ 1548196. INITIAL EQUITY REQUIRED $ 459196. 

ALL “#’ VALUES ARE AVERAGE AMOUNTS FOR HOLDING PERIOD. OF 10 YRS. 

REPORT SECTION WUNBER 2 PAGE | 
SFRSRMLSSSCS BASH S& LSLSSPSIEClCRWTAKSaARASEKKsstaAwtsiswVIKsSsSseece 

COMPONENT SUNWNARY 

TITLE PCT. BEGIN USEFUL DEPR 
DEPR USE LIFE NETHOD COST SCH 

LAND 0.00 1 0 0 ¢ 332400. 0 
SHELL 0.90 | 33. 4 $ 614608. 0 
ELECT/WIR/PHB 0.95 | 10. 4 $ 249347, 0 
HVAC 0.90 1 15. 4 $ 273157. 0 
CEILING & FLOOR 0.90 1 10, 4 $ 99020. 0 
PAVING 0.95 1 10. 4 $ 92103. 0 
ROOF FENCE % SINGS 0.90 1 is, 4 $ 27316 0 
ENTREPRENEURIAL SKIL 1.00 1 1. 0 ¢€ ~150000. 0 
LOT LIGHTING 0.90 4 15. 4 $ 10243. 0 
EQUITY PULL 1.00 4 i. 9 $ -250000. 0 

MORTGAGE SUNNARY 

TITLE INTR BEGIN END TERN ORIG PCT 
RATE YR. YR. BALC VALUE 

FIRST MORTGAGE 0.0962 | 9 27) 6) oN 1B9000. 0.768 
LAND LEASE 0.0800 1 10 0 € 4300000. 0.194 
REFINANCE 0.0975 6 27 27 $$ 1008812. 0.590



PRO FORWAH#A 

INVESTMENT ANALYSIS OF 

CHEMICAL BANK 

FOR 

CASE SOLUTION 

REPORT SECTION NUM BER 3 PAGE 1 

CASH FLOW ANALYSIS 
sesernmestsesessssess 1979 1989 1981 1942 

1 GROSS RENT 207733. 207733. 207733. 207733. 
2 LESS VACANCY 103867. of933. 7842. 7842, 

3 LESS REAL ESTATE TAXES 13597, 18129. 22662. 22662. 

4 LESS EXPENSES 18288. 18288. 18288. 18288. 

2 NET INCOME 71982. 19383. 158941. 158941. 

6 LESS DEPRECIATION 125079. 10791. 98359. 987525. 
? LESS INTEREST 138020. 137042. 11418460. 140675. 

8 TAXABLE INCOME “91117. ~#2B451. -B1278. ~-69259. 

? PLUS DEPRECIATION 125079. 11410771, 98359. 87925. 

10 LESS PRINCIPAL PAYMENTS 9719. 10697. 11773. 12958. 

11 CASH THROW-OFF ~75757. -28356. 5308. 3308, 

{2 LESS TAXES 28249. 3606, 1741. 263. 
13 LESS RESERVES AT 3000.000 0. 0. 3000. 3000. 

~ 14 CASH FROM OPERATIONS Oo. 0. 347. 2045. 

15 WORKING CAPITAL LOAN(CUM B) 0. 0, 0. 0. 
16 DISTRIBUTABLE CASH AFR TAX 0. 0. 567. 2045, 

17 TAX SAVING ON OTHER INCOME 95559. 64225. 40639. 344630. 

18 SPENDABLE CASH AFTER TAXES 95009. 64225. 41206. 34674,



REPERT SECTIGN EUREER 4 FAGE | 
CRETE ee aA oA cae eee eReReeeEsaece 

CASH FLOW ANALYSIS 
smomenasenesssress 1979 1989 1981 199? 

MARKET VALUE 

19 BY METHOD - 46 - AT 9.0200 15791460. 1610743. 1642958. 1675817. 

20 LESS RESALE COST 1106541. 112752. 115007. 1417307. 

21 LESS LOAN BALANCES 1479281. 1468584. 1454811. 1443853. 

22 PLUS CUM. CASH RESERVES 319994. 307232. 32864646. 351385. 

23 B/4 TAX NET WORTH 309332. 336639. 3997806. 446043. 

24 CAPITAL GAIN (IF SOLD) -{52823. -44696. 60019. 167333. 

29 CAPITAL GAINS TAX -30566. ~9339, 12004. 33467, 

26 TAX PREFERENCE TAX 0. 0. 0, 0. 

2? INCOME TAX ON EXCESS DEP 99162. 16181. 126983. 132368. 

28 TOTAL TAX ON SALE 83880. V1iSit. 1389846. 165934. 

29 AFTER TAX NET WORTH 220452. 2259128. 2460819. 300208. 

REPORT SECTION WNUABER 35 PAGE 1 

YEAR OF ANALYSIS 
SSessaeee2essaee2zze2 1979 1980 1991 19982 

BEFORE TAX RATIO ANALYSIS 

30 RETURN ON NET WORTH B/4 TAX -0.3264 0.0883 0.2034 0.1789 
31 CHANGE IN NET WORTH B/4 TAX -149864., 27307. 63167. 6623/7. 
$2 CASH RTN ON ORIG CASH EQUIY -0.1650 -0.0618 0.9116 0.0116 
33 PERCENT ORIG EQUITY PAYBACK 0.0000 0.0000 0.0012 0.0037 
$4 PRESENT VALUE OF PROJECT 1697548. 1667121. 1687106. 1702084. 

pil



REPORT SECTISGR HUME 4 FAaGE | 

YEAR OF ANALYSIS 
Sustsrmaensnsssesesss 1979 1986 1981 1782? 

AFTER TAX RATIO ANALYSIS 

35 RETURN ON NEW WORTH AFT TAX ~-0.3009 0.2834 0.3416 0.2716 
36 CHANGE IN NET WORTH AFT TAX ~233744. “324. $5691. 39389. 
37 CASH RTN ON GRIG CASH EQUIY 06.2081 9.1399 0.90897 9.90799 
38 PERCENT GRIG EQUITY PAYBACK 0.2081 0.3480 Q.4377 0.5176 
39 PRESENT VALUE OF PROJECT 1775616. 1804991. 18404946. 1968945. 

40 NET INCOME-MARKET VALUE RTO 0.90456 0.0741 9.0967 9.9948 
41 LENDER BONUS INTEREST RATE 0.0000 0.90000 06.0040 0.00490 
42 DEFAULT RATIO 0.9647 0.8865 90.9367 0.9356? 

KEP ORT SECTION HU EE R ? PAGE | 

YEAR OF ANALYSIS 
RESsesessersssanse 1979 19890 1981 19982 

MODIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 

4? CUM. AFT TAX SPENDABLE CASH 95559. 165518, - 214655. 266328. 
44 MOD. ILR.R. ON ORIG EQUITY -0.7919 ~-0.39946 -O0.2215 ~0.1273 
45 MOD. I.R.R. GN CUM. EQUITY -0.7919 -0.3996 -0.2215 -0.1273 

RETURN ANALYSIS WITH SALE . 

46 (CUM. CASH LESS ORIG EQUITY -138186. -48550. 18278. 107341. 
47 CUM. CASH LESS CUM. EQUITY -138184. -68550. 18278. 107341. 
48 MOD I.R.R. ON ORIG EQUITY -0.3009 -0.0777 9.0131 9.0539 
49 MOD I.R.R. ON CUM. EQUITY -0.3009 -0.0777 9.0131 9.0039



REPORT SECTION SENEER 3 PAGE 2 
SoSH SSRESESS He THESE REN RSS EES REESE REET SES 

CASH FLOW ANALYSIS 
simecesresssssoses 1983 1984 1997 1988 

1 GROSS RENT 207733. 207733. 207733. 207733. 

2 LESS VACANCY 7842. 7842. 7842, 7842. 

3 LESS REAL ESTATE TAXES 22662. 22662. 22662. 22662. 

4 LESS EXPENSES 18288. 18288. 18288. 18288. 

3 WET INCOME 158941. 158941. 58941. 1589941. 

é LESS DEPRECIATION 7B194. 74134. 67992, 66717. 

7 LESS INTEREST 139372. 133793. 131067. 129967, 

8 TAXABLE INCOME ~58625. -49007. -39718. -37743., 

9 PLUS DEPRECIATION 78194. PAI54, 467592. 6671?. 

10 LESS PRINCIPAL PAYMENTS 14261. 8042. 10788. 11888. 

{i CASH THROW-OFF 308. 17084. 17086. 170864. 

12 LESS TAXES 0, 0. 0. 0. 

13 LESS RESERVES AT 3000.000 3000. 3000. 3000, 3009. 

14 CASH FRON OPERATIONS 2508. 0. 14084. 14084. 

15 WORKING CAPITAL LOAN(CUM B) Oo. 0. ). Q. 

16 DISTRIBUTABLE CASH AFR TAX 2508. 0. 14086. 14094. 

17 TAX SAVING ON OTHER INCOME 29312. 24503. 197859. 18871. 

18 SPENDABLE CASH AFTER TAXES 31620. 24503. 335945. 32957 «



REPORT SECTIGQX MUR EE R 4 PAGE 2 
SESE 2 Et ees eL8 SS SSeS Sess EME ARES SS 

CASH FLOW ANALYSIS 
eeesenetsesssssesss 1983 1994 198? 1988 

MARKET VALUE 

19 BY METHOD - 6 - AT 0.0200 1709334. 1743520. 1850237. 1887242. 

20 LESS RESALE COST 1194653. 122046. 129517. 132107. 

21 LESS LOAN BALANCES 1429592. 1300750. 12712897. 1259401. 

22 PLUS CUM. CASH RESERVES 375469. 44303. 62316. 69055. 

23 B/4 TAX NET WORTH 535097. 3469026. 511748. 364790. 

24 (CAPITAL GAIN (IF SOLD) 275208. 383806. 713317. 824486. 

20 CAPITAL GAINS TAX ju052. 76764. 142663. 164897. 

26 TAX PREFERENCE TAX 0, 0. 0, 0. 

2? INCOME TAX ON EXCESS DEP 133087. 131787. 120459. 115449. 

28 TOTAL TAX ON SALE 18B139. 208548. 243122. 280337, 

29 AFTER TAX NET WORTH 347419. 156478. 248626. 284453. 

REPORT S§ECTIA® RUA BER a PAGE 2 

YEAR OF ANALYSIS 
Sresssssssee2eesaecs 1983 1984 1987 1988 

BEFORE TAX RATIO ANALYSIS 

30 RETURN ON NET WORTH B/4 TAX 0.14605 -0.5120 0.1475 0.1370 

31 CHANGE IN NET WORTH B/4 TAX 69515. -170531. 90885. 33042. 

32 (CASH RTN ON ORIG CASH EQUIY O.01764 0.9372 0.0372 0.0372 

33 PERCENT ORIG EQUITY PAYBACK 0.0107 9.0107 0.1027 0.1334 

34 PRESENT VALUE OF PROJECT 1712807. 1422319. 1442718. 1445524.



REP ART SECTIGN WUARER é PAGE 2 
oe See thee SRT KESRSZELSsRSseSCeRssechawace s 

YEAR OF ANALYSIS 
sessecsrsncssssssss 1983 1984 1987 1988 

AFTER TAX RATIO ANALYSIS 

35 RETURN GN NEW WORTH AFT TAX 0.24626  -0.4771 0.3127 9.2767 

36 CHANGE IN NET WORTH AFT TAX 47210. -190940. 33367. 35827, 

37 CASH RTN ON ORIG CASH EQUIY 0.9689 0.0534 0.0739 0.0718 

38 PERCENT ORIG EQUITY PAYBACK 0.5864 0.6398 0.87090 0.9417 

39 PRESENT VALUE GF PROJECT 1893234. 1607602. 1660986. 1673527. 

40 NET INCOME-HARKET VALUE RTO 0.09350 0.09712 0.0859 0.9842 

41 LENDER BONUS INTEREST RATE 0.9041 0.0090 0.0092 0.9093 

42 DEFAULT RATIO 0.9367 0.8800 0.8800 0.8800 

REPORT SECTION RUA EBRER ? PAGE ) SSLASLAGGIS KG CGR GSTS MASKS ENERO BAe ARES 

YEAR OF ANALYSIS 
SSR asincensssssess 1983 1984 198? 1988 

MODIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 

41 CUM. AFT TAX SPENDABLE CASH 3135928 357267 357856 © “ - 603085. 
44 MOD. I.R.R. ON ORIG EQUITY “0.0732 -0.0410 0.0177 0.0276 
45 MOB. I.R.R. ON CUM. EQUITY -0.90732 9.9120 0.0549 0.0613 

RETURN ANALYSIS WITH SALE 

446 CUM. CASH LESS GRIG EQUITY 20215], 94950. 9272846. 428342, 
47 CUM. CASH LESS CUM. EQUITY 202151. 181207. 453944. 554999, 
48 MOD I.R.R. ON ORIG EQUITY 0.0757 0.0189 0.0414 0.0481 
49 MOD I.R.R. ON CUM. EQUITY 0.0757 0.0752 0.1004 0.1031



PARTRERSHIP INVESTMENT SUMMARY 

FER 

ROBERT JOHNSON 

OWNERSHIP FORH 

INDIVIDUAL 

INCOME TAX RATE 0.3500 SHARE OF EQUITY CONTRIBUTION 0.2000 

MAX. CAPITAL GAIN RATE 0.1750 INITIAL CASH CONTRIBUTION 91939. 
DISCOUNT RATE 6.1200 SHARE OF EQUITY REVERSION 0.3000 

REINVESTMENT RATE 0.0500 SHARE OF BISTRIBUTABLE CASH 0.2000 

SHARE INC TAX PNT 0.2000 MAX. BASIS AMOUNT 328270, 

GENERAL PARTNER SHARE OF TAX LOSSES 0, 2000 

W/ CONTRACT LIABILITY OF 30104, 

CASH FLOW 1979 1980 1981 1982 

TAXABLE INCOME “38223. ~25690. -16256. -1359852. 

CASH THROW-GOFF “{515t. -3471. 1062. 10462. 

LESS TAXES 0. 0. 0. 0. 

DISTRIBUTABLE CASH AFTER TAX 0. 0. 713. 1009, 

TAX SAVINGS ON OTHER INCOME 13378. 8992. 3689, 4848. 

SPENDABLE CASH AFTER TAXES 13378. 8992. 6403. U857 . 

NET WORTH OF SHARE 92799, 100992, 119942. 139813. 

CAPITAL GAIN (CIF SOLD) -45847. -14009. 18006. 30200. 

CAPITAL GAIN TAX -2808. ~858. S151. $820. 

TAX PREFERENCE TAX 0. 0. 0. 22465. 

INCOME TAX ON EXCESS DEPR 20824. 24398. 26666. 2779? « 

TOTAL TAX ON SALE 18014. 23540. 29817. 38882. 

AFTER TAX NET WORTH 74784, 77452, 90124. 100931. 

BEFORE TAX RATIO ANALYSIS 
sacs snessssszsststsssssssess 1979 1980 1981 1992 

CASH RIN ON ORIG CASH EQUITY “0.1031 -0.0386 9.0072 0.0072 

PERCENT ORIG EQUITY PAYBACK 0.0000 9.0000 0.0049 0.0117 

PRESENT VALUE OF SHARE 69329. 62441. 68079. P22SG » 

AFTER TAX RATIO ANALYSIS 
Sees rserserssssesssss2222 1979 1980 1994 199? 

CASH RTN ON ORIG CASH EQUITY 0.0910 0.904612 0.0436 0.0399 
PERCENT ORIG EQUITY PAYBACK 0.0910 0.1922 0.1958 0.2357 

PRESENT VALUE OF SHARE 78716. 803857. 87819. 91336.



PARTNERSHIP INVESTNENT SUMMARY 

FOR 

ROBERT JOHNSON 

GWNERSHIP FORM 

INDIVIDUAL 

MODIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 
SRR ISISsesseasgsesesremssssccess 1979 1980 1991 198? 

CUM.AFT TAX SPENDABLE CASH, 13378. 23037. 30594. 37980. 
NOD. I.R.R. GN ORIG EQUITY “0.9090 -0.6040 -0.4073 ~-0.28790 
HOD. I.R.R. ON CUM. EQUITY “0.7090 -0.6040 -0.4073 ~0.2870 

RETURN ANALYSIS WITH SALE 
SIR Rear esssnssnscrsssssss 1979 1980 1981 1982 

CUM. CASH LESS ORIG EQUITY ~367?, But. 28879. 47072. | 
CUM. CASH LESS CUM. EQUITY “SB781. 46452. 26225. ~-8032. 
NOD. I.R.R. ON ORIG EQUITY “0.4000 -0.1730 -0.0634 -0.0140 
MOD. I.R.R. ON CUM. EQUITY ~0.4000 -0.1730 -0.0634 -0.0140



PARTNERSHIP IMVESTHENT SUMMARY 

FOR 

ROBERT JOHNSON 

OWNERSHIP FORM 

INDIVIDUAL 

INCOME TAX RATE 0.3500 SHARE OF EQUITY CONTRIBUTION 0.2900 

MAX. CAPITAL GAIN RATE 0.1750 INITIAL CASH CONTRIBUTION 91839, 
DISCOUNT RATE 0.1200 SHARE OF EQUITY REVERSION 0.3009 

REINVESTMENT RATE 0.0500 SHARE OF DISTRIBUTABLE CASK 90.2009 

SHARE INC TAX PMT 0.2000 SAX. BASIS AMOUNT 328279, 

GENERAL PARTNER SHARE OF TAX LOSSES 0.2000 

W/ CONTRACT LIABILITY OF 55104. 

CASH FLOW 1983 1984 1987 1988 

TAXABLE INCOME ~11725. -9801. ~7? 944, ~7949, 

CASH THROW-OFF 1062. S417. S47. 3417. 

LESS TAXES 0. 0. 0. 0. 

DISTRIBUTABLE CASH AFTER TAX 1962. 600. 3417. 341?. 

TAX SAVINGS ON OTHER INCOME 4104, 3430, 2780. 2642. 

SPENDABLE CASH AFTER TAXES 9145. 4030. &19?. 60359. 

NET WORTH OF SHARE 1604667. 109508. 193524. 169437. 

CAPITAL GAIN (CIF SOLD) B25/77. 19142. 213995. 247344. 

CAPITAL GAIN TAX 290192. 31550. 66148, 7/7821. 

TAX PREFERENCE TAX 4693. 7136. 145590. 17051. 

INCOME TAX ON EXCESS BEPR 27948, 27675. 20296. 24242. : 

TOTAL TAX ON SALE I2794, 66361. 105994. 19114. 

AFTER TAX NET WORTH 107874, 43147. 47530. 90323. 

BEFORE TAX RATIO ANALYSIS 
Saecsecsrscscr rests rsessssssa2 1983 1984 1987 1988 

CASH RTN ON ORIG CASH EQUITY 0.0072 0.0281 0.0281 0.0281 

PERCENT ORIG EQUITY PAYBACK 0.0189 0.0278 0.1121 0.1402 

PRESENT VALUE OF SHARE 79150. 44195. 45235. 43527. 

AFTER TAX RATIO ANALYSIS 
Smmamrosrerssssssessssscss 1983 1984 198? 19893 

CASH RTN ON ORIG CASH EQUITY 9.0352 0.0331 0.0519 0.0498 
PERCENT ORIG EQUITY PAYBACK 0.2708 0.35604 0.5177 0.5475 

PRESENT VALUE GF SHARE 91534. 34225. 07284, 98299.



PARTNERSHIP INVESTMENT SUMMARY 

FOR 

ROBERT JOHNSON 

OWNERSHIP FORM 

INDIVIDUAL 

MODIFIED INTERNAL RATE OF RETURN ANALYSIS 

KETURN ANALYSIS WITHOUT SALE | 
SSESRSSHSSSSSRSSSSSeSRTAsaTsS 1983 794 $997 198 

CUM.AFT TAX SPENDABLE CASH, 45045. 31327. 793544, 89581. 

MOB. ILR.R. GON ORIG EQUITY -0.2106 -0.1608 -0.06597 -0.0483 

MOD. I.R.R. ON CUM. EQUITY ~0.2106 -0.1339 -0.0461 -0.9301 

RETURN ANALYSIS WITH SALE 
SMO t Ser ets eB tee ese sszssss 1983 1984 1997 1988 

CUM. CASH LESS ORIG EQUITY 61079. 2634. S02b0.« 48044. 

CUM. CASH LESS CUM. EQUITY 3975. —27136. 24463. 19292, 

MOD. I.R.R. ON ORIG EQUITY 0.0080 -0.0710 -0.01460 ~-0.0049 

MOD. I.R.R. ON CUM. EQUITY 0.90086 -0.0412 0.0049 0.914)



PARTRERSHIP INVESTMENT SUMMARY 

FOR 

EQUITY BACKER-1 

OWNERSHIP FORM 

INDIVIDUAL 

INCOME TAX RATE 0.5000 SHARE OF EQUITY CONTRIBUTION 0.4000 

MAX. CAPITAL GAIN RATE 0.2500 INITIAL CASH CONTRIBUTION 183478. 

DISCOUNT RATE 0.1400 SHARE OF EQUITY REVERSION 0.3500 

REINVESTMENT RATE 0.0700 SHARE OF DISTRIBUTABLE CASH 0.4000 

SHARE INC TAX PMT 0.4000 MAX. BASIS AMOUNT 656540, 

LINITED PARTNER SHARE OF TAX LOSSES 0.4900 

CASH FLOW 1979 1980 198) 1982 

TAXABLE INCOME “76447, -31380. -32511. —27704, 

CASH THROW-OFF -30303. -11343. 2123. 2123. 

LESS TAXES 0. 0. 0. 0. 

DISTRIBUTABLE CASH AFTER TAX 0. 0. 1427. 29018. 

TAX SAVINGS ON OTHER INCOME 38223. 29699, 162564. 13852. | 

SPENDABLE CASH AFTER TAXES 38223, 23690. 17682. 158790. 

NET WORTH OF SHARE 108266. 117824. 139932. 163115. 

CAPITAL GAIN (CIF SOLD) “33488. -f46343. 21007. I8566. 

CAPITAL GAIN TAX ~6484. ~2043. Yodee 15498. 

TAX PREFERENCE TAX 0. 0. foe 2892 « 

INCOME TAX ON EXCESS BDEPR 34707. 406463. 44444, 44329. 

TOTAL TAX ON SALE 28021. 384620. 49771. 64719, 

AFTER TAX NET WORTH 80245. 79203. 90141. 98396. 

BEFORE TAX RATIO ANALYSIS 
SSstsseescsescssssrsessses2een 1979 1989 198] 199? 

CASH RTN ON ORIG CASH EQUITY “0.14650 -0.0618 0.0116 0.0116 

PERCENT ORIG EQUITY FAYBACK 0.0600 0.0000 0.9078 0.0188 

PRESENT VALUE OF SHARE 68387. Judd2s 60574. 63958. 

AFTER TAX RATIO ANALYSIS 
SERRA ISSSSSseeeessssseszs 1979 19890 1981 1982 

CASH RTN ON ORIG CASH EQUITY 0.2081 0.1399 0.0763 0.0864 

PERCENT ORIG EQUITY PAYBACK 0.2081 0.3480 0.4442 0.5306 

PRESENT VALUE OF SHARE 103720. 114242. 126088. 1352887.



PARTNERSHIP INVESTMENT SUMMARY 

FOR 

EGUITY BACKER-1 

OWNERSHIP FORM 

INDIVIGUAL 

MODIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 
BEmesteansesscsteatstesresssssceo 1979 1989 198} 198? 

CUM.AFT TAX SPENDABLE CASH, 38223. 46589. 88933. 11028. 
HOO. I.R.R. ON ORIG EQUITY “O.7919 ~-0.3979 ~-0.2148 -0.1183 
MOD. I.R.R. GN CUM. EQUITY “0.7919 -0.3979 -0.2148 -0.1183 

RETURN ANALYSIS WITH SALE 
Smemsmanssaasscaacarsssssss 1979 1980 1998] 1982 

CUM. CASH LESS ORIG EQUITY ~§65210. -37886. -4584., 23/45, 
CUM. CASH LESS CUM. EQUITY -“65210. -37884. ~4584. 20745. 
NOD. I.R.R. ON ORIG EQUITY “0.5550 -0.1091 -0.0084 9.9333 
HOD. I.R.R. GN CUM. EQUITY ~0.3550 -0.1091 -0.0084 0.9333



PARTMERSHIP INVESTHERT SUMMARY 

FOR 

EQUITY BACKER-1 

OWNERSHIP FORK 

INDIVIDUAL 

INCOHE TAX RATE 0.5000 SHARE OF EQUITY CONTRIBUTIGN 9.4000 

MAX. CAPITAL GAIN RATE 0.2500 INITIAL CASH CONTRIBUTION 183679. 

DISCOUNT RATE 9.1400 SHARE OF EQUITY REVERSION 0.3509 

REINVESTMENT RATE 0.0700 SHARE OF DISTRIBUTABLE CASH 0.4000 

SHARE INC TAX PMT 0.4000 MAX. BASIS AMOUNT 696540, 

LIMITED PARTNER SHARE OF TAX LOSSES 0.4000 

CASH FLOW 1983 1984 1987 1988 

TAXABLE INCOME “234350. 19603. -15887. ~15097. 

CASH THROW-OFF 2123. 6834. 6834. 4834. 

LESS TAXES 0. 0. 0. 0. 

DISTRIBUTABLE CASH AFTER TAX 2123. 1200. 6834, 6934. 

TAX SAVINGS ON GTHER INCOME 11725. 9801. 7944, FuA?, 

SPENDABLE CASH AFTER TAXES 13848. 11001, 14778. 14383. 

NET WORTH OF SHARE 187445. 127759. i9ti2. 197676, 

CAPITAL GAIN (CIF SOLD) 96340, 134332. 249461. 288570. 

CAPITAL GAIN TAX 28719. 42014. 82381. 96000. 

TAX PREFERENCE TAX 5726, 8575. 17223. 20143. 

INCOME TAX ON EXCESS DEPR 46581. 44125. A214. 40404, 

TOTAL TAX ON SALE 81025. 96717. 141766. 1369464. 

AFTER TAX NET WORTH 104420, 31043. 37345. 41139. 

BEFORE TAX RATIO ANALYSIS 
Sener sesessrsrsrssessssss 1983 1984 1987 4398S 

CASH RTN ON ORIG CASH EQUITY O.0116 0.9514 0.0514 0.9514 

PERCENT ORIG EQUITY FAYBACK 9.9303 0.0509 0.2059 0.2564 

PRESENT VALUE OF SHARE 65837. 29803. 33904. 33992. 

AFTER TAX RATIO ANALYSIS 
Sir otcrssssrsasesessessse 1983 $994 1997 1988 

CASH RTN ON ORIG CASH EQUITY 0.0754 0.0827 O.141 0.1081 
PERCENT ORIG EQUITY PAYBACK 0.4060 0.9194 j.2645 1.3726 

| PRESENT VALUE OF SHARE 137092. 100975. 114545. 118035.



PARTNERSHIP INVESTHENT SUMMARY 

FOR 

EQUITY BACKER-1 

OWNERSHIP FORM 

INDIVIDUAL 

MODIFIED INTERNAL RATE GF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 
SRRMARATASSSSRSE SMA SM SSS 1983 1984 198? 1988 

CUM.AFT TAX SPENDABLE CASH, 132648. 152935. 236601. 267544. 

HOD. I.R.R. ON GRIG EQUITY -0.0630 -0.0301 0.0285 0.0383 

MOD. I.R.R. ON CUM. EQUITY ~0.0630 0.0235 0.904641 0.0724 

RETURN ANALYSIS WITH SALE 
meses mransttsscscrsssssrrsessse 1983 1984 198? 1988 

CUN. CASH LESS ORIG EQUITY 55390. 299, 902468. 124998. 
CUM. CASH LESS CUM. EQUITY DUO 7Q, 50942. 140931. 75661. 

MOD. I.R.R. ON ORIG EQUITY 0.90541 0.0003 ).0454 0.9533 

MOD. I.R.R. ON CUM. EQUITY 0.0541 0.0555 0.90836 0.0878



PARTMERSHIP INVESTMENT SUNMARY 

FOR 

EQUITY BACKER-2 

OWNERSHIP FORM 

INDIVIDUAL 

INCOME TAX RATE 0.6000 SHARE OF EQUITY CONTRIBUTION 0.406900 

MAX. CAPITAL GAIN RATE 0.3000 INITIAL CASH CONTRIBUTION 183678. 

DISCOUNT RATE 0.14600 SHARE OF EQUITY REVERSION 0.35090 

REINVESTMENT RATE 0.0900 SHARE OF BISTRIBUTABLE CASH 0.4909 

SHARE INC TAX PHT 0.4000 MAX. BASIS AMOUNT 656549. 

LIMITED PARTNER SHARE OF TAX LOSSES 0.4000 

CASH FLOW 1979 1980 1981 1982 

TAXABLE INCOME ~76447, -51380. -32511. -27704, 

CASK THROW-OFF -30303. -11343. 2123. 2123. 

LESS TAXES 0. 0. 0. 0. 

DISTRIBUTABLE CASH AFTER TAX 0, 0. 1427, 2018. 

TAX SAVINGS ON OTHER INCOME 45848. 30828. 19507. 16622. 

SPENDABLE CASH AFTER TAXES 45868. 50828. 20934, 18649. 

NET WORTH OF SHARE 108266. 417824. 139932. 1463115. 

CAPITAL GAIN (IF SOLD) -353488. -16343. 21007. 38566. 

CAPITAL GAIN TAX ~9428. ~2942., 4302. 17998. 

TAX PREFERENCE TAX 0. 0. 73-6 2992. 

INCOME TAX ON EXCESS BEPR 41448. 48796. 33333, suue4, 

TOTAL TAX GN SALE 32020. 45854. 397190. 76485. 

AFTER TAX NET WORTH 76246. 71970, 80222. 86630, 

BEFORE TAX RATIO ANALYSIS 
warm ocessrresssstesessess 1979 17890 1981 1982 

CASH RTN ON ORIG CASH EQUITY -0.1450 ~-0.0618 0.0114 0.0116 

PERCENT ORIG EQUITY PAYBACK 0.90090 0.0000 0.0078 0.0188 

PRESENT VALUE OF SHARE 67210. 95010. 06456, u8067. 

AFTER TAX RATIO ANALYSIS 
SRORSMARBSERRRSSssesssssss 1979 1789 {194i $9? 

CASH RTN ON ORIG CASH EQUITY 0.2497 0.1478 0.1140 0.1015 
PERCENT ORIG EQUITY PAYBACK 0.2497 0.41764 0.5315 0.46390 
PRESENT VALUE OF SHARE 105271. 15937. 127258. 134003.



PARTNERSHIP INVESTMENT SURHARY 

FOR 

EQUITY BACKER-2 

OWNERSHIP FORA 

INDIVIDUAL 

MODIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 
Satiesstesseesseesssssessesess 1979 1989 1981 1982 

CUM.AFT TAX SPENDABLE CASH, 45868. 80825. 109032. 137485. 

HOB. I.R.R. ON ORIG EQUITY “0.7503 -0.33467 -0.1594 ~-0.0699 

MOD. I.R.R. ON CUM. EQUITY “0.7503 -0.3367 -0.1596 -0.0699 

RETURN ANALYSIS WITH SALE 
SSRSsrssesrneessansessssss 1979 17890 1981 1982 

CUM. CASH LESS ORIG EQUITY “61564. ~-$0884. 3076, 40437, 

CUM. CASH LESS CUM. EQUITY ~-61564. -30884. 9076. 40437. 

MOD. I.R.R. ON ORIG EQUITY “0.3352 -0.0879 0.0100 0.0519 

MOU. I.R.R. ON CUN. EQUITY “0.3352 -0.0879 0.0100 9.0510



PARTMERSHIP INVESTHENT SUMMARY 

FOR 

EQUITY BACKER-2 

OWNERSHIP FORM 

INDIVIDUAL 

INCOME TAX RATE 0.4000 SHARE OF EQUITY CONTRIBUTION 0.49009 

MAX. CAPITAL GAIN RATE 0.3000 INITIAL CASH CONTRIBUTION 1893678. 

DISCOUNT RATE 0.14600 SHARE OF EQUITY REVERSION 0.3590 

REINVESTMENT RATE 0.0900 SHARE OF DISTRIBUTABLE CASH 0.4000 

SHARE INC TAX PHT 0.4000 MAX. BASIS AMOUNT 656540. 

LIMITED PARTNER SHAKE OF TAX LOSSES 0.4000 

CASH FLOW 1983 1984 1987 1989 

TAXABLE INCOME ~-23450. -194603. -15887. ~-15097. 

CASH THROW-OFF 2123. 6834. 4854. 6834. 

LESS TAXES 0. 0. 0. 0. 

DISTRIBUTABLE CASH AFTER TAX 212s. 1200. 6834. 6834. 

TAX SAVINGS ON OTHER INCOME 14070. 11742. 9532. 9058. 

SPENDABLE CASH AFTER TAXES 14193. 12962. 146367. 15893. 

NET WORTH OF SHARE 187445. 927759. $%t79112. 197676. 

CAPITAL GAIN (TIF SOLD) 96340. 194392. 249661. 288570. 

CAPITAL GAIN TAX 31219. 44516. 84881. 985900. 

TAX PREFERENCE TAX 37266 8575. 17225. 290143. 

INCOME TAX ON EXCESS DEPR Jues?, Jose 90593. 48485. 

TOTAL TAX ON SALE 92841. 108442. 152698. 167127. 

AFTER TAX NET WORTH 94604. 19318. 26413. 30549, 

BEFGRE TAX RATIO ANALYSIS 
mantras ee nme sssemssmseseesss 1983 1984 1987 1988 

CASH RTN ON ORIG CASH EQUITY 0.01164 0.0314 0.0514 0.0514 

PERCENT ORIG EQUITY PAYBACK 0.9303 0.0509 0.2059 0.2964 

PRESENT VALUE OF SHARE 38236. 24234. 25194, 24455. 

AFTER TAX RATIO ANALYSIS 
SLABS O MATA ATA BSUS SB BeeSss 1983 1984 1987 1998 

CASH RTN ON ORIG CASH EQUITY 0.0882 0.0974 9.1230 9.1195 

PERCENT ORIG EQUITY PAYBACK 0.7212 1.0933 1.4764 1.5999 

PRESENT VALUE QF SHARE 138910. 107116. 21852. 125434.



PARTNERSHIP INVESTMENT SUMMARY 

FOR 

EQUITY BACKER-2 

OWNERSHIP FORM 

INDIVIDUAL 

MODIFIED INTERNAL RATE OF RETURN ANALYSIS 

RETURN ANALYSIS WITHOUT SALE 
Se SSestsnretaeeeeesssesesssssss 1983 1984 1997 1988 

CUM.AFT TAX SPENDABLE CASH, 166052. 193958. 306989. 350511. 

MOD. I.R.R. ON ORIG EQUITY -0.0200 9.0091 0.0587 0.9668 

MOD. I.R.R. ON CUM. EQUITY ~0 02090 0.0649 0.0974 0.1017 

RETURN ANALYSIS WITH SALE 
maeireenrstscasseessrscsssesasss 19783 1984 198? 1988 

CUM. CASH LESS ORIG EQUITY 76977. 29598. 149724. 197382. 

CUM. CASH LESS CUM. EQUITY 76977, BO261. 200387. 248945. 

MOB. I.R.R. ON ORIG EQUITY 0.0725 0.0252 0.0685 0.90797 

MOB. I.R.R. ON CUM. EQUITY 0.0725 0.0819 0.1075 0.41119



REPORT SECTION 

FRONT DBDOGR ANALYSIS 

ASSUMPTIONS 

ANALYSIS YEAR IS 3 = 1981 

CASH FLON 

GROSS INCOME 1.000 EXPENSES 0.088 
FIXED INCOME 1.000 FIXED EXPENSES 0.088 
VARIABLE INCONE 0.000 VARIABLE EXPENSES 0.000 

VACANCY 6.038 REAL ESTATE TAXES 0.109 
DEBT REPAYMENT 0.740 EQUITY PAYMENT 0.026 

DEBT STRUCTURE 

TOTAL DEBT IN EFFECT 0.740 

FIRST MORTGAGE 0.596 
LAND LEASE 0.144 

EQUITY CONTRIBUTION 

TOTAL EQUITY 0.026 
COST LESS DEBT 0.003 AT ANNUAL RATE OF 0.097 
WKG CAPITAL RS 0.022 AT ANNUAL RATE OF 0.100



FRONT BOOQR ANALYSIS 

CASH FLOW 

PERCENTAGE BASTS 

ANALYSIS YEAR 15 3 = 1981 

TEST TEST TEST 

AT 1.00 AT 1.05 AT 0.95 

TYPE Q VALUE ESTIMATE = 1548196. 1625406. 1470786. 

EQUITY RETURN BASIS 
REQUIRED CASH FLOW 

YR. # YR. # YR. # 
GROSS RENT 260576. 4.52 270991. 4.70 250161. 4.34 

LESS VACANCY 9837. 0.17 10230. 0.18 9444, O16 
LESS R.E. TAXES 28427. 0.49 29563. 9.91 27291. 9.47 
LESS EXPENSES 22940. 0.40 23857. 0.41 22023. 0.38 

NET INCOME 199372. 3.46 207341. 3.60 191404. 3.82 
DEBT SERVICE 1534633. 2.67 161315. 2.80 45951. 2.53 
CASH THROW-OFF 45739. 0.79 46026. 0.80 49452. 0.79 

DEFAULT = 9.78672 

ZERO EQUITY RETURN BASIS 
REQUIRED CASH FLOW 

YR. 4 YR. i YR. # 
GROSS RENT 200796. $3.49 210835. 3.466 1907546. 3.31 

LESS VACANCY 7380. 0.43 7959, 0.14 7201. O.12 
LESS R.E. TAXES 21905. 0.38 23000. 0.406 20810. 0.34 
LESS EXPENSES 174677, 0.31 18561. 6.32 14793. 9.29 

NET INCOME 1953633. 2.67 161315. 2.80 45751. 2.53 
DEBT SERVICE 153633. 2.67 61315. 2.80 45951. 2.53 
CASH THROW-GFF 0. 9.00 0. 9.00 9. 9.90 

BEFAULT = 0.96225



RISK ADJUSTED BASIS WITH DEFAULT AT 6.870 AND ALLOCATING-14916.56 DOLLARS 
REQ“UIRED CASH FLOW 

YR. # YR. i YR. H 
GROSS RENT 292261. 4.38 262934. 4.56 241588. 4.19 

LESS VACANCY 9837. 0.1? 10230. 0.18 9444, 80.16 
LESS R.E. TAXES 36433. 9.43 37321. 0.65 $9945. 9.62 
LESS EXPENSES 29401. 9.51 SOT17. 0.52 28685. 0.950 

NET INCOME 176590. 3.07 185266. $3.22 147914. 2.91 
DEBT SERVICE 133633. 2.67 61515. 2.80 45951. 2.53 
CASH THROW-OFF 22957. 9.40 25951. 0.42 21963. 0.38 

DEFAULT = 0.87000 

FRONT BOOQkR ANALYSIS 

CASH FLOUN 

CASH BASTIS 

ANALYSIS YEAR 15 3 = 1981 

TEST TEST TEST 

AT 1.00 AT 1.95 AT 9.00 

TYPE © VALUE ESTIMATE = 1548196. 1625606. 1470786. 

EQUITY RETURN BASIS 
REQUIRED CASH FLOW 

YR. # YR. # YR. # 
GROSS RENT 248164. 4.31 256933. 4.45 240196. 4.17 

LESS VACANCY 7842, 0.14 7842. 0.14 7842. 9.14 
LESS R.E. TAXES 22662. 9.39 22662. 0.39 22662, 0.39 
LESS EXPENSES 18288. 9.32 18288. 0.32 18288. 9.32 

NET INCOME 199372. 3.46 207341. $3.60 1971404. 3.32 
DEBY SERVICE 193633. 2.47 61315. 2.80 145951. 2.53 
CASH THROW-OFF 45739. 0.79 46026. 0.80 49452. 9.79 

DEFAULT = 0.78409



ZERO EQUITY RETURN BASIS 
REQUIRED CASH FLOW 

YR. # YR. # YR. 8 
GROSS RENT 202425. 3.5) 210107. 3.65 194743. 3.38 

LESS VACANCY 7842, 0.14 7842. 9.14 7842, 0.14 
LESS R.E. FAXES 22662. 0.39 22662. 9.39 22662, 09.39 
LESS EXPENSES 18288. 0.32 18288. 9.32 18288. 0.32 

NET INCOME 153633. 2.67 161315. 2.80 145951. 2.53 
DEBT SERVICE 133633. 2.67 (469315. 2.80 49991. 2.53 
CASH THROW-OFF 0. 9.00 0. 0.090 0. 9.90 

DEFAULT = 0.96126 

RISK ADJUSTED BASIS WITH DEFAULT AT 0.870 AND ALLOCATING-14712.45 DOLLARS 
REQUIRED CASH FLOW 

YR. a YR. # YR. # 
GROSS RENT 239996, 4.17 248251. 4.31 231740. 4.02 

LESS VACANCY 7842. 0.14 7842. 90.14 7842. 0.14 
LESS R.E. TAXES $0528. 0.33 $0251. 0.53 30804. 9.93 
LESS EXPENSES 24635. 0.43 24413. 0.42 24858. 0.43 

NET INCOME 176991. 3.07 185745. 9.22 168236. 2.72 
DEBT SERVICE 153633. 2.67 61315. 2.80 145951. 2.53 
CASH THROW-OFF 23307. 9.4) 24431. 0.42 22284. 0.359 

DEFAULT = 0.87900



BACK BOGR ANALYSIS 

COMPONENTS 

PERCENTAGE BASIS 

ANALYSIS YEAR IS 3 = 1981 

TEST TEST TEST 

AT 1.00 AT 1.05. AT 0.95 

GROSS RENT PROJECTED 207733. 218120. 197346. 

REVENUE UNIT INCOME 3.606 3.786 3.426 

JUSTIFIED COMPONENTS 

TYPE 0 VALUE ESTIMATE = 1234234, 1308446, 1160270. 

VALUE DIFFERENCE = -313942. ~239750. ~387926, 

LAND 264992.-0.203 280925.-0.155  249112.-0.251 
SHELL 489970.-0.203 519431.-0.155  460608.-0.251 
ELECT/WIR/PHB 198781.-0.203 210734.-0.155 © 186849.-0.251 
HVAC 217764.-0.203 230858.-0.155 204715.~-0.251 
CEILING & FLOOR 78940.-0.203  834684.-0.155  — 74209.-0.251 
PAVING 73425.-0.203 = 77840.-0.155  — 69025.~-0.251 
ROOF FENCE X SIN =—«-.21777.-0.203 -23086.-0.155  20472.-0.251 
ENTREPRENEURIAL «= -119581.-0.203  -126771.-0.155 -112415.-0.251 
LOT LIGHTING B166.-0.203  8657.-0.155 = -7676.-0.251 
EQUITY PULL 0.-1.000 04-1000 0.-1.000 
FIRST MORTGAGE 947880.-0.203 1004874.-0.155 891077.-0.251 
LAND LEASE 239162.-0.203 253543.-0.155  224830.-0.251 
REFINANCE 0.-1.000 0.-1.000 0.-1.000 

EQTY CONTRIBUTION © 47192.-0.897 © 50029.-0.891 — 44344.-0.903



Critique of A Real Estate Appraisal 

|. Political compromises in the 1930's lead to the appraisal docotoing which 
defines value and three normative approaches to value based on the economics 
before income tax. Currently there are strong factors pushing for and 
against restatement of the appraisal process: 

A. Namative methods are not predictive of price but nine times out of ten 
appraisers aer supposed to predict the price at which a property would 
sell under specific circumstances. 

B. If the appraisal is to serve as a benchmark for a decision under specific 
circumstances, or purposes, then it should not be governed by conditions 
characteristic of an efficient market since real estate is not known for 
market efficiency. 

C. Widespread acceptance of appraisal models is a function of the cost 
of reeducation, on the job training, word processing, and data processing 
and that is being drastically altered by electronics and communication 
advances. 

D. A consistent theory for reconstructing appraisal has been prepared by 
Prof. R. U. Ratcliff but its tenets are being adapted at the grass roots 
level by individuals rather than considered by the controlling committee 
of the professional societies. 

E. Factors which have delayed appraisal reform include: 

1. The uncertainty surrounding efforts to merge the major appraisal 
societies which at this time are competitive and without control of 
the profession. 

2. Fear that a retreat from old principles will discredit appraisal 
designations and existing regulatory monopolies and therefore contribute 
toward further competitive erosion by the accountants and the engineers 
and the investment bankers. 

3. Timidity of practicing appraisers to call for a colloquium with which 
to draft a restatement of appraisal principles and thereby open 
exhausting and devicive debate. 

fl. To critique an appraisal provided as a benchmark of a mortgage loan and to 
classify the appraiser as contemporary or old guard, the reader should look 
to the following elements. 

A. Definition of value - is it the classic definition or defined as the 
most probable price at which it would sell subject to specific financing 
terms? 

B. Does the interest to be appraised represent fee title unemcumbered or 
does it include entitlement to the financing requrested or subject to 
financing appropriate to regulated institutional standard? 

C. For a proposed projects does the appraisal assume completion and therefore 
a future appraisal date and does it assume absorption of the units 
Into the market in a stated period of time. If so, it must prove 
absorption, capture rate and construction as reasonable assumptions 
or it hassidestepped the critical issue of indirect cost. 

D. Does it discard any of the three approaches at the outset as inappropriate 
or does it wait until the report reaches the section called synthesis?



2 

E. In using the market approach for an appraisal report indicate buyer 
motivation on comparable sales or current status of the comparable® 
Does the appraiser use basic statistics for adjustment or arbitrary 
percentage or flat dollar shifts in value? Does it provide the standard 
error of the investment or the mean price? 

F. In doing the income approach does the appraiser use normalized income 
or cash flows over time and in capitalizing the income does he use market 
rates, Ellwood rates, or cash on cash mortgage equity. Only the latter 
is reliable for mortgage loan purposes. 

G. In doing the cost approach, does the appraiser show the entrepreneurial 
compensation or is that buried in over-estimated construction costs? 
Hard dollar costs should be the lowest of three estimates, not the 
highest as advocated by appraisal textbooks. The spread is the developers 
fee for the entrepreneurial contribution to land, labor and capital. 

H. Does the appraiser provide a test on the after tax basis of either his 
resale assumptions on which his income approach depends or his 
conclusion as to most probable price at which it would sell? 
These tests might include something like BFCF, the resulting financial 
ratios discussed previously, or a front door approach to demonstrate 
the rents implied by a given cost of acquisition. 

[. Check the statement of limiting conditions to see what applies relative 
to underlying assumptions and limitations on use. 

J. Check the professional designation. Does it include SREA which is the 
only designation which requires recertification and a continued learning 
curve.



The Ethics of Real Estate Finance 

[. The traditional ethic of mortgage lending as well as its ultimate practical 
objective is to recover the principal advanced, the interest, and the extra 
expense cost of collection. For sake of argument, let us assume: 

A. Posit: The United States can become a capital shy economy in the post 
industrial age for lack of consumer saving and bacause all of the major 
issues relative to energy, conservation, pollution, housing, and 
competitive production costs in the international market will require 
capital intensive solutions. 

B. Posit: National priorities will require capital allocations on true 
interest rather than marginal after tax costs or a non-monetary rationing 
system for capital and investment banking. 

C. Posit: Whether it is space ships, cardboard parodies of the Statue of 
Liberty, or real estate development we build anything that can be 
financed wisely or otherwise. 

D. Posit: Real estate investors and developers can make money from empty 
buildings when present mortgage lending systems make it possible to 
speculate on a long term conmodity market at almost no cost of the put 
that protects the speculator. 

E. Posit: The standards of the commercial banker on construction loans 
and permanent loans form the standard of a competitive industry. 

F. Therefore: Commercial bankers have an obligation to aggressively 
modify the current competitive standards and regulations for underwriting 
mortgage loans. 

lt. What are the major issues on which commercial bankers have the ethical 
responsibility to initiate mortgage lending reforms? 

A. Regulations relative to loan to value ratios, the definition of an 
appraisal, and the evidence required to demonstrate need. 

B. The redefinition of appraisal, market and merchandising analysis, and 
the permissable investment analysis format required for diligent independent 
review of the proposal. 

C. Consistent standards for real estate financing made directly by the bank 
or indirectly with loans to investment banking and mortgage banking 
houses, collateralized by mortgages. 

D. Certification of mortgage lending officers for training that includes 
both technical issues of mortgage lending and public policy issues 
relative to externalized costs and compatibility of proposed real estate 
with physical and financial plans of the community. 

E. Participation in development of centralized data base records on existing 
space supplies, absorption rates, capture rates and borrower performance 
for major metropolitan areas maintained in cooperation with community and 
regional planners and assessors as well as other real estate lending 
institutions so that efficiency in real estate marketing is improved 
with adequate and timely information. Capital efficiency requires 
marketing efficiency since the ultimate take-out on a permanent loan 
Is a customer.
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"4d eeem: William Sprague Apbraisal Policies and Practices. 
of Tnsured Institutions and 

el Service Corporations { 

\ SYNOPSIS: GUIDELINES REGARDING APPRAISAL PROCEDURES AND 
oy MANAGEMENT. 

FO . 
co The soundness of an association's or service corporation's mortgage loans 
1 4 and real estate investments depends to a great extent upon the timeliness 

_ 4 And adequacy of the appraisals of the real estate. This memorandum pro- 
{ 3 vides guidelines for appraisal management and procedures to this end. 

‘ . wf It is the responsibility of the examiner at each examination to evaluate 
) f the quality of the association's appraisal function in meeting the require- 
a rents of Insurance Regulations 303-1773 Co) TT} and 563.10. The examiner 
- ) must similarly evaluate the service corporation's appraisal function. 

oy on 4 | 
'\ o+¢ Appraisal Management 

Pe 

+ - J The londing poliaies established by the board of directors determine the 
; association's and service corporation's appraisal staff, fee appraiser 
i\ and plant requirements. Management should ensure at all times that appraisal 
t | gsarvices fit both the ordinary and specialized needs of the association 

Oh and sorvice corporation, whether performed by staff or fee appraisers. 
aw 
cd 'P al Stare and Plant 

( ‘ An appraisal should readily serve an underwriter's needs by providing » > -=4 4 documented opinion of the market value of the property as of the 
a \ ( date of the estimated market value and should tndicate the degree of 

\ feasitility/marketability 
of the property. An accurate and fully . 

- , useful appraisal is most often the work of a capable and suitably 
, equipped fee or staff appraiser who has ready access to current market 

, ‘ information. Therefore, each association and service corporation must 
4 be able to demonstrate that its fee and staff appraisers are capable 

oe and have the facilities necessary to perform adequate appraisals. 

"B. Training 

Staff appraisers should continually increase their knowledge and skills 
through attendance at courses sponsored by universities, colleges 
and/or professional appraisal organizations. Memberships in professional appraisal organizations should be encduraged.



Tage Two 

Appraisal Procedures . 

The appraisal content shall follow generally accepted and established 

appraisal practices as reflected in the nationally recognized professional 

appraisal organizations, such as: The American Institute of Real Estate 
BO NRT lly PbO Nase bt “ROME de FO sir etenge = TUR Ee OME TO genase Bet 

Appraisers and the Society of Real Estate “Appraisers. 

Specifically, each appraisal report must: 

1. be totally self-contained so that: oe es orreverngormye-mereteener mew carvan npemneceininn petit ecmegeeey 

3 it is « useful tool for prudent. undecwriting, REO and/or LTF 

[fp were. ‘rereseremerr emery Mitben = pwd Ss 

| . t 
b. when read by any third party, the appraiser's logic, reasoning, 

judgment anc analysis in arriving at a final conclusion indicate 

to the reader the reasonableness of the market value reported. 

ec. it demonstrates professtonal competence, ethics and erpertise. 
NE! SRE ER ET RET TY 8 ea EET rar me Me Nee IEEE te ERR ge TT 

“. be of a narrative style for major loans and/or investments of 

simtlar magnitude made by the asStociation or affiliates. ~~ 

3. contain all recognized approaches to market value unless the appraiser 
fully explains and documents the rationale for eliminating one 

or more of the approaches to value. 

4. take into consideration and make provision for all appropriate 
deductions and discounts for any development type property that 
requi res7 IT Per sed FE Ma OT POD So par Oe ee . . 

a. marketing periods in excess of 12 months for total, 100 percent, 
sell out, or | . | 

b. occupancy bulld-up periods in oxceas of l2 months for the: 
property to reach the appraiser's antietpated normal occupancy 
le fe} . . Aenea te hes RT TOT epee oe ae 

5. address itself to the market/economic feasibility prospects for 
any proposed major “loan/inVestment real estate project, in sufficient 
detail to support the appraiser's forecast of the probable success. ~~~ 
If a market/economic feasibility report. is prepared.by other than, 7 
the appraiser, the appraiser will set forth the reasoning and en 
rationale for accepting or rejecting said report. All such market/ 
economic feasibility studies will be made _a permanent part of the, 
appraisal report. 

6. for properties and investments (other than Single family or two 
ramily dwellings). assigned .a_value of $100,000 or more, contain, | 

4, Sables history analysis of the property over the past, five years ~ 
preceding the appraisal report, fully disclosing and verifying: ” 

aan en atceemmeneeetietemmaie daa meme iatatataten he on Debian het deta Aten tina hs hues iinhinaahb >, shade. a ane Bah st elie
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a. grantor(s)~-grantee(s). | 
PONE SIME, He em mterens comet ig tee oe Na 

o, sale data(s!. 

vo. caale priced) and terma of financing, discount tng the sale 

tog cash equivaient, where necessary | SO ~ 

qd. any interrelated parties to each transaction. 

7. address jtself t> “Market Value“ as defined and qualified as acceptable 

to the Federal Home Loan Bank Board. Under no circumstance should 

the appraiser further qualify, or by assumptions, erode the impact 

cf this definition. All market data inputs should be thoroughiy 

analyzed and/or adjusted in terms of the above definition as qualified. 
Marxet vaiue as defined {fs applicable in all lending/investment 

cfrceumstanees for insured associations and affiliates, including 

special purpose properties and REQ/LTF situations. Tn REO/LTF 

Situations, defined market value est ifidtes will be derived on an 

"as ia" basis. . 

The appraiser's “market value" est imilé should, tn view of the 
collateral lending posture of the savings and loan industry, reflect 

the most probable price to be derived should the property be placed 

un the*uarket for sale, given the previously “noted “market” value” ” ~* 
definition qualifiers. ~~ oe { BSI PTE ns sme craeagenens 

A sitet. eq7tet. 
‘ CON / 

Wild Lim Sprague ‘] 
Director | 

Mistribution to State supervisory authorities to be made by Distriat 

Pirectovs-Examtinat tons,
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! re To: James A Graaskamp & Michael Robbins, Loan Committee 
_f From: Howard J. Wicker, Analyst | 

INTRGOUCTICN: 

We first have to ask whether this proposed deal really 
interests me. Is it even in the ballpark? We can try an 
Ellwood approach to see if the project value comes close to 
what they -- Johnson and Mason -~ say it is worth. See An- 
pendix A for the Ellwood calculations. The Ellwood calculation 
indicates that the total project is only worth $1,362,713. 
Johnson and Mason say it is worth $1.657,000. The difference 
between them is so large that I would say the deal is not 
reasonable at all. 

Johnson, the mortgage applicant, does not even have 
enough maney to handle the deal in its present form. According 
to his own application, he needs §382,000 in cash equity. If 
he puts the land in the deal, with the land having a market 
value of §332,400, and an equity value of §223,455, Johnson 
is in a difficult financial position. He has a personel note 
worth $37,500 due in just a faw months, for instance. We would 
have to almost surely bail him out very soon if we mace this 
loan, ignorino the Ellwood calculation that this is not a 
good deal to start with. — 

Neverthcless, you have asked how ¥ could structure tee - 
deal so that it might work. Here is my analysis. 

1. THE PECPLE: JCHNSGN, THE PRGPENSED MGRTCAGCR 
A. Problems with his Application 
Johnson does not appear to be completely candid with the 

information he has supplied us. He offers practically no in- 
formation, on his financial statements, about his source cf 

base income. He just says he is "self-employed." Mason, the 
mortage banker, says that Johnson is "highly experienced in 
the analysis and underwriting of such investment," Gut ibis 
apnears to be puffary. I cannot sse such detailed in the ccce- 
uments we have Fram Johnson. Indeed, Mason said in his April 
2; 1975 loan application, that Johnson specialized “primrerily 
in apartments" and that he intended, with this deal, to retain 
ownership of the project for the first time. He has previcusly 
generally built for sale to other parties. But we do not ere 
on Johnson's documents a history of successful developmerts. 

Johnson's financial statement indicates thet he has a 
$35,000 “base income." We see nothing of whether this is his 
usual income or not. Thirty five thousand dollars in inccte 
per year does not seem to be much. Was this a good year for him 
or a poor one? If it was a poor one, he should have included 

income from previous years, so we could see this.



the ends of the centers, to allow for easy access and in | 
and out traffic. He has his prime drawing tentants (grocery & 
drugs, for example) together. He has his grocery lease signed 
but not the lease for the drugstore. He should have some dife~_ 
ficulty sioning the small shop leases, for those spaces away 
From the drawing tenants. Johnson should keep a restaurant in 
the center, since it is a good draw. But Yum Yum is located 
poorly. It cannot draw, since it is blocked from huildings, so 
it does not offer the center anything, or take benefits from 
it. It should not be seperately located. 

III, THE DEAL: AS IT STANDS 

Given oresent plans for the center, can we make the loan? 
One item we might look at is the ratio of total costs to GLA. 
For 1-3 year old shopping centers in fhe Kansas region, operating 
expenses are $.67 per sq. ft. of GLA.* Gur center is at the 
median. But, shopping centers at the median or lower all had 
losses, from $.12 to $1.02/sq. ft. See Appendix 8. 

A. The Picture for the Whole Project | 

The default ratio for the entire project is ~81114,Con- 
Sidering the mortgage of $1,275,000. We desire .81 and have it 
here. However, we as the lender will have to take a second 
position on the land. This will be treublesome. Here are re~ 
turns on the whole project: 

Year 5 Year 10 
AfFter-tax MIRR 7.34 % 8.68% 
Before-tax C. on C. 6.81 &% 6.81% 
 After-tex C. on C. 7.39 % 5.38% 

The returns are very low, and indicate that Johnson may 
not earn a good return on his investment. 

Our payback of original equity in year 10 is .7181, or 
71%. Caldwell Banker indicates that an cwner should get a re- 
turn of all equity within 10 years. However, a slower payback 
is to our advantage. 

Johnson also has assumed that his net ineccme would remain 
constant during the 5-year holding period. This 1s a poor 
assumption. The next income/market value ratio cees down: 

Year 1 Year3 Year5 YeartO 
20945 0893 0846 ~0749 

These ratios should stay the same--net income and market valus 
should stay parallel. To keep them perallel, Johnson will have 

| IDollars & Cents of Shopping Centers: 1975, Urban Land 
Institute.



to bocst rents a great deal in year 5, when some of his leases 
expire. This is a big risk. | 

B. The Picture on the Seperate Buildings 

Ses Appendix 8 for the ratios and figures for each of the 
buildings. , 

Building A shows the worst results, and we would expect 
this. We can see price concessions on the rent there, and all 
loss leaders are in ane building, which suggests that we pro- 
pose that Johnson shift tentants. But as it stands, the cde- 
Fault ratio for Building A is terrible, at 1.07 at the Sth 
year. The returns are terrible, also. 

C. The Problem Areas 

1. As explained above, Johnson does not have the assets 
to swing the deal according to the original applicetion. We 
have to find a way to allow him to contribute less equity 
and still make a deal. 

2. Also, we do not see good returns on the project as a 
whole. " 

3. If Johnson keeps the land, we will have a second mort- 
gace position-e-bad. 

4. The deal offers no “pleasure” to Johnsone-only "baile 
out" for us. 

5. Yum Yum Treeek-has big construction casts and offers 
little contribution. It should be in the main center anyway. 

D. Proposed Solutions 

A. Proposal #4 

Johnson has to get some additional money somewhere, or 
reduce the size of the project, and its imprevemont costs and 
required loan, or errence perhaps a sale-and-leaseback deal 
with us. . 

I have shown in Appendix D a proposed solution with as-~- 
sumptions to drop the Yum Yum tree and arrance a sale-eand- 
leaseback with Johnson's land. 

Appendix D shows the ratios and returns. They are not 
good. The default ratio is .87-«too high. The net income te 
market value ratio declines, since we did not adjust rents. 
The cash~-on-cash rate declines, too. 

B. Aitornative Proposals 

| An altarnate proposal is to have Johnson go in with a 
partner or into a joint venture. Keeping the same assumptions 
as in Alternative 1 we assumed also a $100,000 contributing 
partner. The rates and ratios are shown in Appendix €. Althouch 
the default ratio is acceptable, the returns are modest at best.



Another alternative is ta reduce the project improvements 
seriously, by consolidating buildings A and 8. This would re- 
duce the required loan and enable us to offer a packace to 
Johnson that will require an equity investment he can handle.



Appendix A--Eliwcod Calculatian 

Elilwood 

Eq. yield = 12% 
NCI = 166,000 
Holding per. = 5 year 
Mtq. term = 27 years @ 75% L/V, i = 9.625% 
App. over holding per. = 10% 
R= Y-MC + (dep/app x 1/Sn) 3 

C=¥+(Px1/Sn)-f | 
p=(f/i-1)(Sp-1) 
P=(.10524/109625 ~ 1)(.6250)=.058376623 

C=.12 + (.058376623 x .164615)-.10524 
C=.0243696678 

R= .12-(.75 x .0243696678) - (.10 x .164615) 
R= .1218157 
Ve NOI/R= 166,000/1218157= $1,362,713



Appendix G--Standard Operating Figures for New Shopping 
Centers: Kansas Area 

Oollars per sq. foot of GLA 1-3 yrs old cc 

38 
cU 

, a @ 
- @ Cc ® 4 .} 

. $e wt w $4 “4 Oo.  -*%t be fa 

@ ® +e owt Q} +4 ea & 7 4 @ ° > 
4 3 0 a . tv &. O tae = Oo CL. 
ot . O @® Oo . ae tet fe ' QO 0a o. 

: | w AO ££ DA Ow |. J = 3 
Tot. oper. repts. 3.53 1.66 2.20 3.92 .73 26% 1.80 3.09 4.10 
Tot. Oper. EXPSe. elt 30 a9 1.43-=.12-.41% o2t , 67 ~e Ot 

Oper. bal. 2-28 .74 41.78 2.85 1.07 2.29 2.88 

Tenant’s rent | 
Variety 2.03 
supermarket 2.90 2.01 
Drug 4,05 2-45 

Funds After Debt Service (for 1-3 yr. old) 
Tot. oper. recpts. 1.680 3.04 4.10 

exps. 71.29 2.38 4.07 
NOT (.12)(1.02)1.31 
Add.deprec. e10 .63 1.58 
Less: mtg. -OF .47 1.30 

Management 7 
Assoc. ~-02 .02 .06 .14 

P283 
Tot. Cap. Cost 28.22 16.59 25.70 35.95



. Looking to Johnson's financial situation directly, it is - 
Clear he does not have much staying power. If there is a prob- 
lem with the project, such as a major tentant leaving, we will 
have to bail him out. He has little base income. Does he intend 
to work full-time managing this project? If so, even the 435,000 
base income will be gone, leaving him little if any cushion. 
He does not have much in assets anyway, and converting those 
assets to cash will also cost a good deal. 

Most important for Johnson is his ratio of current assets 
to current liabilities. The ratio is: 

, Current assets = $124,479 = 9763 
Current Liabilities $127,500 

He is practically existing hand-to-mouth, and he isbehind at 
that. And the notes are both due within the next year, one of 
them in two months. | 

Johnson has been a brick and mortar, as I can tell from 
the information I have. He has not had management or finance 
experience, it seems. He does nat seem to have his personal 
Finances in order, much less a large business project. He is 
overextended financially, and has not even used the leverace 
of his properties fully; he owns two of them outright, for 
example. - 

1, THE PROPERTY: THE DESIGN 
Johnson's brick and mortar experince shows up in the design 

of the site: He has. overbuilt it. One source indicates that a 
builder should not build too intensely ona site. You have to 
allow for expansion. You should have more than 4 sq. ft. of 
Site space for every 1 sq. ft. of building space, The ratio 
for our site is 4,244 to 1. However, Johnson has not allowed 
for celivery space; he has parking spaces all around the 
buildings. The Builder's Handbook suggests 5.5 sq. fi. of 
space for parking for every 1 sq. ft. of building. Johnson 
does not have enough parking, even without truck celivery access. 

Johnson also makes a mistake in having seperate buildings. 
He has almest a street running right through the middle of 
the center. This is a barrier to customer traffic. A "U" or 
"L" or strip structure would be a better desion for him. He 
at least should start with a large site relative to improvements, 
to allow for expansion. 

Also, the store mix is poor. Grocery stores should be at 

"The Community Builder's Handbook, Anniversary Edition, Urban Land Institute (1966). i ee



Appendix DeeA Proposed Solutian 

Assumptions 

1. Orop Yum Yum Tree out of project, and replace with parking 

2. Arrange a sale and leaseback with Johnson's land 

Caiculations: : 

$1,431,000 total imptovement cost 
78,422 Yum Yum cast 

$7,352,576 new improvement cast 
x 75 L/V ratio 

$7,014,434 loan amount 

$1,352,578 a | 
~71,014,434 
3 338,144 total equity required 

-223,455 Johnson's equity inland 
$ 3 174,689 adjusted equi ty 

- 50,00 Jahnson wants tao put in project in cash 
§ 64,689 Additional equity needed |



Appendix C--Ratios-& Returns: Each Structure 

Default Ratio After-tax After-tax Before-tax After-tax 
MIRR Eq. Payback C. onc. Ce. aon C, 

yr.5 yreiO yrsS:yry,td yr.70 yr.5 yr.70 yr.S yr.70 

Bldg A (4.07 4.09 3.8% 5.7% GO .3132 +-.36%-.36% 3.29% .95% 

Bldg 8 65895 .5895 16.5%14.98% .98 1.8412 25.76%25.76%18.61% 16.18% 

Yum Yum ©6023 .6023 13.74%12.22% .5 .9460 12.18%12.18% 9.55% 8.25%
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