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COMPUTERS FOR THE REAL ESTATE APPRAISAL OFFICE

A WORKSHOP
UNIVERSITY OF WISCONSIN CENTER
702 Langdon Street

December 4-6, 1969

Thursday evening, December 4th

5:30-7:30 P.M.

7:30-10:00 P.M.

Buffet supper will be kept hot on the top floor of the
Madison Inn to accommodate a variety of arrival times
for the seminar members.

Seminar will meet informally in the Business School
Computer Center room B-5 at the School of Business for
demonstration of the inter-facing problems with a straight
computer installation and of several statistical appraisal
models. Transportation from the Madison Inn to the School
of Business and back will be provided.

Friday, December 5th

8:30 SHARP-9:00 A.M.Room 109 - Outline of seminar objectives, schedules, and

9:00-10:00 A.M.

10:00-10:15
10:15-12:00

12:00-1:00

1:00-3:30

group organization.

Room 109 - Full group session - A standardized office
form for calculator procedures and after-tax income
analysis presented by M, B. Hodges, Jr.

Coffee break.

Room 325 Group A - Introduction to the Wang Calculator
System with Pete Ellwood, Chuck Clettenberg.

Room 211 Group B - Introduction to the Service Bureau
terminal with John Schneider, Tom Turk.

Room 205 Group C - Introduction to a Visual Terminal from
Dialogue System with Robert Knitter, Bob Gibson.

Room 103 Group D - Introduction to the Realmetrics System
with Ron Graybeal. ‘

Luncheon - East dining room lower level of Center Building.

Room 325 Group D - Introduction to the Wang Calculator
System with Pete Ellwood, Chuck Clettenberg.

Room 211 Group A - Introduction to the Service Bureau
terminal with John Schneider, Tom Turk.

Room 205 Group B - Introduction to a Visual Terminal from
Dialogue System with Robert Knitter, Bob Gibson.

Room 109 Group C - Introduction to the Realmetrics System
with Ron Graybeal.



3:30-3:45
3:45-5:30

5:30-7:00

7:00-7:30
7:30-9:00

After 9:00

Coffee Break.

Room 325 Group C - Introduction to the Wang Calcuiator
System with Pete Ellwood, Chuck Clettenberg.

Room 211 Group D - Introduction to the Service Bureau
terminal with John Schnelder, Tom Turk.

Room 205 Group A - Introductlon to a Visual Termi. al
from Dialogue System with Robert Knitter, Bob Gib:un.

Room 109 Group B - Introduction to the Realmetrics Syste:
with Ron Graybeal.

Coctails and dinner break - Alumni lounge and East dining
room on lower level of Center.

Full group session presentation In East dining room.

Room 325 Group B - Introduction to the Wang Calculator
System with Pete Ellwood, Chuck Clettenberg.

Room 211 Group C - Introduction to the Service Bureau
terminal with John Schneider, Tom Turk.

Room 205 Group D - introduction to a Visual Terminal from
Dialogue System with Robert Knitter, Bob Gibson.

Room 109 Group A - Introduction to the Realmetrics System
with Ron Graybeal.

Open

Saturday morning, December 6th

8:30-SHARP-9:30 A.M.Room 109 Review of economics of systems displayed at the

9:30-11:00

11:00-Till your
plane leaves

seminar by their proponents fol lowed by unstructured group
questions and discussion.

Room 109 Joint discussion of standardization, feasibillity
of educational coordination, and definition of areas for
collaboration among professional organizations introducing
computer techniques.

Additional lab time where each member of the group may
return to one or more of the systems demonstrated during
the Friday sessions.
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COMPUTERS FOR THE REAL ESTATE APPRAISAL OFFICE
A WORKSHOP
UNIVERSITY OF WISCONSIN CENTER
702 Langdon Street
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LIST OF PARTICIPANTS

Jared Benedict VP-American Appraisal Institute
Professor Jerome Dasso University of Oregon
L. W. Ellwood* MAl-Education Committee
Edmond Fisher Appraiser and Consultant
George L. Fisher Appraiser and Consultant
Roy Fisher Appraiser and Consultant
Douglas L. Gibson Appraiser and Consultant
Stanley E. Goode, Jr. Appraiser and Consultant
Ronald S. Graybeal* President of Realmetrics, Inc.
Wayne D. Hagood Appraiser and Consultant
T. C. Hitchings, Jr. Appraiser and Consultant
M. B. Hodges, Jr.* Appraiser and Consultant
Robert Knitter* Director, Business School Computer Center
Professor Stephen D. Messner University of Connecticut
Stephen G. Nardi Education Committee-Society of Industrial
Realtors '
Walter T. Potts, Jr. Appraiser and Consultant
Robert L. Purnell Chairman-1AAQ0 Education Committee
Felice A. Rocca, Jr. Appraiser and Consultant
John P. Sammon ‘ Appralser and Consultant
John S. Schneider* Appraiser and Consultant
John E. Shanahan Chairman-SRA Education Committee
Donald E. Snyder Executive VP-Society of Real Estate
Appralsers
Professor Pere Soelberg University of Wisconsin, Milwaukee
Al Spalding Appraiser and Consultant
Professor Norbert Stefaniak University of Wisconsin, Milwaukee
Professor Carl J. Tschappat Georgia State University
James G. Wasson Education and Training-Mortgage
' Bankers' Association of America
Dunlap Vanice Appraiser and Consultant

Schoot of Business : :) 1155 Observatory Drive, The University of Wisconsin, Madison 53706

Professor Richard B. Andrews

Professor Robert Knitter

Professor James Graaskamp

Instructor Karel J. Clettenberg

Instructor Thomas L. Turk

Instructor Robert Gibson

Workshop Administrator Colonel Fred Roberto U.S.A. (Ret.)
Professor Arthur Kahn* U. W. Computer Science Department
And Graduate Students in Real Estate

* Speaker and Lab Session Instructor



I. Introduction and development of a case history. Des-
cription of data required. Specification of a procedure for
computation. Use of a calculator. Mulﬂ}"% use Prog rams.

IT. Continuation of case history. Describing repetitive
calculations. Principles of discounted cash flow (review).
Use and limitations of tables. Calculator and computer com-
putations using cash flows. Introduction of model for student
use. ncitl

IIT. Evaluation, modification and extension of eash model.
Discussion of similar calculations. ETwood computations and
the use of a computer or calculator. Exploring a problem
using a model.

IV. Basics of computational hardware. Basics of soft-
ware. Evaluating hardware/software performance. The economics
of hardware/software.

V. The current scene for the real estate specialist.
Hardware and services currently in use. Software for real
estate: comparison and summary of features.

VI. Changes to look for in hardware, software and
economics. Changes to work for in applications. Bonus
applications in accounting, planning, and coordinating,
clerical procedures, special computations, etc.

VII. God and the computer: social implications of
technology. The impact of the computer on the role of the

professional. Cosurtse review £rn /cr.v/dccf)VO,



UNIVERSITY OF WISCONSIN SCHOOL OF BUSINESS
Real Estate Investment Teaching Model
September , 1969
Instructions For Use of the Coding Form

GENERAL

1. Cards were designed to require no change in field spacing stops set on
the keypunching machine so that large batches of input forms may be
done at once and so that a student may keypunch single cards to alter
one or more assumptions for a second or third run.

2. One character or number for each blank. Decimal points, "X's'',

""-s'' may not be altered or written over.

3. All dollar amounts must be coded in the rightmost portion of the allowed
space - do not include dollar signs. Decimal figures must be corrected
to the left relative to pre-printed decimal point.

L. For numerical inputs blank spaces will be read as a zero (0); for
alphabetical inputs, blank spaces will provide white space on the output.

CARD |
1. Last two digits of social security number required to differentiate

between those with the same name.

Course and section number required for internal school accounting.

The equity discount rate is the yield rate at which the investor wishes

to determine the present value of the project, discounting all cash

returns to the beginning of the first period.

L, The income tax rate is the marginal rate assumed by the investor.

. 'Y¥Cards #3" indicates the number of component description cards (1-6) in
column 61. "“# cards #4'' indicates the number of mortgage cards (1-4)
in column 64, Failure to code these properly will terminate processing
of your data and you will receive no output.

w N
« .

(%]

CARD 2

1. Project description can be an address, firm name, or description of
project and run such as ‘24 Unit Apart. - 90% loan''.

2. Extraordinary expenses can be used to deduct for high vacancies in
first year, to eliminate excess rents in the first year, to recognize
commissions for leasing space, to permit higher operating costs during
a ''shake down'' year, etc.

3. The staging multiplier permits an optional increase in gross rent,
expenses, and real estate taxes due to an increase in rentable area
provided for in the Component Description and Mortgage Description
cards Starting Year column. Indicate year increase is to take effect
in column marked ''staging year'' (1-9) DO NOT STAGE IN TENTH YEAR!
Both year and multiplier must be coded but if staging option is not
used leave both coding spaced blank.

CARD 3
1. Component description might be land, structure, and furnishings and
you would repeat these categories if you wished to build a second stage.
2. % depreciable is 100% minus % of salvage.
3. Depreciation method code:
no depreciation
sum of the digits
straight line depreciation
150% declining balance
200% declining balance

LW —= O
LI |



L., Starting year is always a | for the original investment components
and the staging year for any additions or replacement of such short-
lived items as furniture.

5. Useful life is number of years over which component will be depreciated

(0-99).

CARD 4
1. Mortgage description may include any type of financial instrument,.
For example, a land lease could be defined as a site worth $300,000,
monthly payment would be 1/12 of annual rent and Interest rate would
be the annual rent divided by the indicated value of the land.

2. Interest rates are constant annual! rates. 8.5% interest = .0850.
3. Starting and Ending years are the first and last years payments are to
be made.

4, If mortgage term is longer than ten years or is not refinanced, place
a 10 in the column *'Ending Year."

5. lIndicate full amortization term in years of mortgage in column '"Term''.

6. You must indicate which new mortgage will replace a specific old
mortgage., Otherwise If a loan matures during a projection period,
final balance will appear in cash fiow statement as '"Principal Paymant''
end If it succeeds available cash, there will be an automatic working
capital loan.

CARD 5

1. Expenses do not include real estate taxes. Expenses may include only
cash ocutlay items or may include reserves for replacement and redecorating.
In the first case you may wish to include several incremental cost
component outlays for remodeling and refurnishing as an alternative
to regular maintenance and reserve allocation.

2. All growth rates are constant annual rates. 5% growth rate = .05

- 5% growth rate = ~-.05

Patterns of growth rates should be consistent; if rents are constant
and expenses are expected to increase, project value rate of growth
should probably decline.

CARD 6
1. Real estate taxes are for the first year. In Madison the average annual
growth in real estate taxes is exceeding 6% and an average increase of
5% a year is the typlical minimum rate of tax increase in cities through-
out Wisconsin.

CARD 7

1. The vacancy rate is the percent of rent lost due to vacancy and turnover,
For example, if an apartment has 10 units it has 120 monthly rental
unfts. 1If 6 units turn over and are vacant | month the vacancy rate is
6/120 or 5%.

2. The working capital loan interest rate is either the 90 day note rate
at the bank or the equity discount rate reflecting the yield required
on short-term advances of equity money.
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UNIVERSITY OF WISCONSIN SCHOOL OF BUSINESS
Real Estate Investment Teaching Mode!

September, 1969

Basic Definitions of Model Outputs

Current period return on Net Worth before taxes =

Cash Throw-off + Change in Net Worth
Net Worth at End of Previous Year

Current period return on net worth after taxes =
Spendable cash + tax savings on other income +

(change in net worth - change in cap. gains tax)

Net worth at the end of previous year less capital gains tax

Cash Return on orlginal‘cash equity before taxes =

Cash throw-off

Total initial lnvestmeht less Initial Mortgage Debt

Cash Return on original equity cash after taxes =

Spendable Cash after taxes + Tax savings on other income

Total initial investment cost: less initial mtge. debt

Net income - market value ratio

Net |ncome
Market Value for the same period
Expense Ratio =

Operating Expenses Including R.E. Taxes
Gross Income

Default ratio =

Operating Exp. + R, E. Taxes + Prin. & Interest on Mtge. + Working

Cap. Loan

Princ. Repayment

Gross Income



8)

9)

10)

1)

12)

13}

ih)

15)

Lender Bonus Interest Rate =

% of effective gross (not to exceed cash throw-off for period)
balance due on loan at beginning of period

Resale Market Value at End of year
Total initial Investment cost + Additionat staged investment X
Index for Year
Net worth of property = '
Market value less balance of loans less working capital loans

Capital Gains =

Market value projection - (Total capltal investment - cumulative depreciation
taken)

Market value less (total investment less cumulative depreciation + disallowed
excess depreciation)

Capital Gains Tax =

(1/2 Capital'Gain X Income Tax Rate ) + (disallowed?éxcess depreciation X
income tax rate)

Present value of project before taxes =

Original mortgage balance + PV of received stream of cash throw-off + PV of
net worth if sold at end of year indicated by column number.

Present value of project after taxes =

Original mortgage balance + present value of received stream of spendable cash
after taxes + PV of received tax savings on other income + PV of (net worth less
capital gains tax) if sold at end of year indicated by column number.

Disallowed excess fepreciation = cumulative accelerated depreciation 'ess
straight line depreciation for the same period minus 12% of accelerated
depreciation in excess of straight line for each year after year Il.
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UNIVERSITY OF WISCONSIN
Real Estate Investment Teaching Model
Demonstration Case Study #1

ANALYSIS FOR PUCHASE OF APARTMENT HOUSE INVESTMENT

Assume you wish to analyze the Investment value at alternative purchase prices
of a 24 unit apartment bullding, located at 2575 University Avenue, Madlson,
Wisconsin. The building has twelve two-bedroom apartments that each rent fur-
nished for $140 per month and twelve one-bedroom apartments that rent each for
$125 per month. The bullding Is five years old, unfurnished, in need of main-
tenance and availablie as is for about $225,000.

The bullding Is well located and vacant land in the area is selling for about
$1700 per unit., This means that $40,000 of the purchase price could be de-
sfgnated as land value. In addition to the land and building, the purchase
price could be allocated to include $12,500 for the elevator and $7,200 to the
parking stalls.

Market analysis indicates that the building would rent very well € all the units
were carpeted and furnished. For this work it [s estimated that It would cost
$600 per two-bedroom unit and $500 for each one-bedroom unit or a total invest-
ment of $13,200 by the prospective buyer.

The total capital expenditures could be allocated for depreciation purposes

as follows, keeping in mind that the prospect would be a second user and there-
fore only entitled to a maximum of 150% declining balance except for his new
investment In furnishing. The percent depreclable and the number of years of
rematning useful life are reasonable estimates glven some knowledge of the
practices of the Internal Revenue Service and the condition of the buillding:

land $40,000 No deprecliation allowed
parking 7,500 503 10 years  150%
furnishings 13,200 100% 7 years sum of

the diglts
buflding 177,500 1002 35 years  150%
transaction costs 1,800 1003 35 years 150%

After completion of repairs and refurbishing it s anticipated that the two-
bedroom apartments will rent for $170 a month and the one-bedrooms $150 per
month. The gross rent roll of the bullding would then be:

$170 x 12 x 12 = 24,480
$150 x 12 x 12 = 21,600

$4E, 050

During the first year of changeover in ownership, refurbishing and re-leasing
you estimate that each unit will be vacant about two months, that Is about one-
sixth of the time, (i.e. a vacancy of 17%) so that your average occupancy will



10.

11,

12.

13.

14,

page 2
APARTMENT CASE STUDY F

be 83% of potential for the first year. Thereafter you anticlpate a normal
vacancy rate of 5%, or an occupancy of 953%.

The current real estate and personal property taxes to be paid In the first

year following purchase are estimated to be $9,000. The normal current operating
expenses, excluding real estate taxes but Including management fees, are de-
termined to be $8,400,

The property has been poorly ma!ntafned and wlll reqbfre.additiona) expenditures

of $2100 in the first year to justify the new rent schedule. This deferred
maintenance charge will be added to the normal operating expenses of the flirst

‘year.

The buyer ls considering this property because hls accountant suggested that
with his 30% tax bracket, Including state and federal taxes, he should look for
some tax shelter to offset some of his other current income. Using the accel-
erated method of depreciation, this real estate project should satisfy this
requirement. '

The investor feels that while the normal ratio of market value to income in
his community ranges between 8% and 112, proper financing should ralse the
pre-tax yleld on his cash equity to at least 18%. The accountant suggest that
If the Investor considers the cash saved on deferred income taxes due to de-
preciation, the investor should seek at least 18% to 22% on his Investment
annually on an after-tax basis,

The financing avallable to the investor would Initially combine the assumption
of a flrst mortgage with a balance of $180,000 with 235 months to run and a
second mortgage taken back by the seller to be repaid in ten years, in monthly
payments. The investor would plan to refinance both loans at the end of the
sixth year of ownership when the prepayment penalty would lapse on the first
mortgage. The seller feels he should receive $1,000 as points on the second
mortgage since that Is the discount he will take when he sells the note.

Ist Mortgage 180,000 20 year 7 3/4%
6 year balloon
Private loan 15,000 10 year 8 1/2% $1000 discount
: 6 year balloon

While the seller will pay for title Insurance, a survey, and related items

the buyer expects to pay about $800 In professional appraisal and legal fees
related to this transaction. These fees plus points in #11 equal transactlion
costs of $1800 which Increase origlinal cash required and must be amortized over
11fe of structure.

Temporary cash deficits at the end of any month can be covered with bank notes at
a rate of 9% per annum and repaid out of positive cash flows when available.

The financial plan Is to maintain a highly leveraged position and therefore pay-
off the orliginal loans at the end of the fifth year by obtaining a new mortgage.
Yo discover some measure of i{nfluence of such refinancing on yield to equity

and cash flows, the investor will assume that in five years the best loan he
could obtain would equal $190,000 for 20 year term at 83 interest. The age of the
bullding at that time would require granting a bonus Interest feature equal to L3
of gross rent as of the beginning of sixth year when the loan begins.
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APARTMENT CASE STUDY #1

In the seventh year It Is anticipated that additional refurbishing would be

required In addition to ordinary annual replacement expenses. $10,000 Is budgeted

as additional refurbishing component to start for the elighth year and it Is ex-
pected that appliance dealer terms will be at 92 interest and [8% constant,
that is $150 a month,

With time, rents, expenses, real estate taxes, and resale value of the property
could be expected to shift due to age of the property and inflation.

a. Rents are determined to Increase at a rate of 2% per year of first year
rents thus Indiating a relative loss of growth as the property ages.

b. Operating expenses excluding real estate taxes have also generally increased
In the community at a rate of 2% per year relative to first year costs.

c. Real estate taxes, however, have increased at a rate of at least 5% per
year for the last five years in the community and no rellef Is immediately
in sight.’

d. Extraordinary expenses in the first year will include $2100 of deferred
maintenance which can be deducted as an expense rather than capitalized.
in addition rents are over-stated pending completion of remodeling in the
first year and a return to normal vacancy of 5% of gross. The difference
between an expected vacancy of 17% and 5% is 12% of gross or $5525. To
adjust net income accordingly extraordinary expenses are therefore the sum
of $2100 + $5525 or $7625.

A conservative expectation for resale price of this apartment building which
will be 15 years old at the end of the ten-year forecast Is $275,00 or about
115% of the original investment in the property. However, the cost of sale
for brokers fees, etc. would be at least 5% so that the Investor might receive
net liquidating sale proceeds of about 110% of the original Investment. Thus
the growth rate in liquldating sale proceeds is assumed to be about 1% a year.
For example at the end of the second year it is assumed tht the investor could
sell at 106% but considering a 5% transaction cost he would realize a net mar-
ket value of 101% of his original Investment. It should be pointed out that
while such a factor for inflation seems modest, in a highly leveraged position
the Impact of a optimistic resale price on equity yleld can be very misleading
in the early years. (Caveat: If the building Is a good investment under con-
servative assumptions it Is a better investment if more capital gains and in-
come are reallzed than anticipated. It s less risky to make money with sound
buys than with dreams of good sales.)
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Equity Income # f
Student's Name Last 2 Digits of Course § Discount Tax Cards €ards
Card | - Social Security # Section #'s Rate Rate #3 #h
Y 2 3 45 [6 g 9 10 1 12 |3 14 5 16 17 18 19 20 20 22 23 24 25 26 27 28 2% 30 3¢ 30 33 34 35 36 27 38 39 4 4 42.43 44 43 1o 47 AR 49 30 S 8] 1 R4 88 tn W7 R 826G 24
RAPSKAMP e k77 xx[xxxxx[S20-1|xxxx |.[800x .TODOX X _xxéxxl}x
Project Description Extraordinary Staging Staging
Card 2 Expenses Multiplier Year
2.4 UNMET APT - CASE [k i 7625 x X X X X X | X X
1 2 3 4 5§ 6]7 8 9 10 11 12 13 1415 Ié 17 18 19 20 ¥ 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 57 38 39 40 41 42 43 44 45 46 4] 48 49 350 51 52 53 54 % 58 57 58 9 o0 6T 62 L3 64 65
Component Description Original Percent Depreciation Starting Useful
Card 3 Cost Depreciable Me t hod Year Life
[| 2 3 4 5]¢ [7 8 9 10 1) 12 13 14 05 16 17 18 19 20 2t 22 23 4 25 ¢ 7 % /9 3 3 3 33 34 35 3o 1T 33 7 Sl 40 42 41 44 a5 4s 47 48 49 30 F1 OS2 83 54 3~ ot 5T AR Ay 4 el RY 4 e
LAND | 0 | ¢ x __Hpooo A X 0] 000K X00x  x |IXx00X
B‘U'I‘LDIN& ‘ x |7[7500 x x 1.0000K x03/x x |/ x35 x
PARKING X 78500x | x0.5000k x03x _x W xl0x
FURNISHINGS [x T JB200K xJl.0oo0K S xOlx o x x07x
TRANSACTLON LoS[T x 1800 x | x[lpooox - | x03x x [xIFA
7 TH YR RETERRILHING(x  }I00OO X x| 0000k 1 Xollx x Bro7x
Bonus Refinanced
Mortgage Description ~ Principal Monthly Interest interest Start £ELnd Term 3y
Card & Amount Payment Rate Rate Mortgage %
FIRST] ASSUMED MpRTG. k| lBOOOOx 1 x0L 0775'( x0) xp5x 2lpx03 ¥
SELLERS ZND MORFG. K 1 185000x| X 0| 085‘0 x| _xollxo&x lloxeZ x
REFINANCED| FIRS % T albooox x0|-OBOUX O .OHPOX 06 x| Ox20x _ x
REFERRISH LMATTEL x | | DOOOX \ SOXof. 040 L xO8ix|bx | X x‘
1 2 3 4 5]6]° 8 9 16 i1 4 13 14 15 de ‘T 15 19 20 21 22 L0 2425 26 2T 8 29 36 31 32 ) M IS Jo s W v 40 4l 4 A 44 4> a6 3T a8 49 S0 S ST 53 ¢t 85 4 T A Y o



UNIVERSITY OF WISCONS™WP SCHOOL OF BUSINESS
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September , 1969

Page 2 of 2

Rental Expense
Gross Rent Expenses Growth Growth
Card 5 Rate Rate
T 2 3 4 516 ]7 89 10 11 12 13 {4 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 3: 32 33 34 35 36 37 I8 39 40 41 42 47 44 45 44 47 48 49 0 - 32 53 34 53 A 5T R S el 67 A3 64 &
— T M T " T P T T Y T — \n
i x_— Heogox ~~ gHoox |.ozpok. -preox  x x| X - X
R E Tax
R E Taxes Growth Project Value
Card 6 Rate Rate of Growth
X X 9pooo x |.0500oix .olpoXx Ix x| x X
T 2 3 4 S51]6 ]7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 2 23 24 5 26 27 2 29 30 31 32 33 34 35 36 37 38 39 40 4] 42 43 44 45 46 47 48 49 50 SI 52 53 5S4 55 56 57 58 ¢ & o' 62 63 64 65
Working Capital
Vacancy Loan
Card 7 Rate Interest Rate
) 2 3 4 S le l‘ 8 Yoowy 1Y a2 3 14ty de 7w 9 o T 4 2 s B .o 3 3 Y ~ AT [~ ST o N I A KR Y SR VR o T : N A% . ¢ -s_*
K X | x [.o500x -o9lbox [x x |x . X

To code Depreciation Method, use the following code no's.

SWN —~O

no depreciation

sum of the digits

straight 1lne depreciation
150% declining balance
200% declining balance



__GRAASKAMP R — ANALYSIS OFf PAGE 1
520 1 77 24 UNIT APT - CASE 1 69309
COMPONENTS PCT. BEGIN USEFUL DEPR
DEPR  USE LIFE METHOD cosT GROSS RENT $ 46080. RATE OF GROWTH OF GROSS RENT .0200
_ L AND. __ P ¢} ) E— _a Q. $ 40000.. EXPENSES $ 8400. RATE DF GROWTH OF EXPENSES «0200
BUILDING 1.00 1 35. 3 $ 177500. R E TAXES s 9000. RATEL OF GROWTH OF R E TAXES .0500
PARKING — . . «50. L 10. 3 $ 1500, INCOME _TAX RATE « 3000 RATE OF GROWTH OF PROJECT VALUE .0100
FURNLSHINGS 1.00 1 7. 1 $ 13200. VACANCY RATE «0500 WORKING CAPITAL LOAN RATE «0900
TION COST 1.00 1 35, 3 $ 1800, EQUITY DISCOUNT RATE L1800 EXTRADRDINARY EXPENSES $ 1625,
7 TH YR REFURBIS 1.00 8 Te 1 $ 10000.
- OTAL INITIAL INVESTMENT . . _ . .$..240000. . _ _ R
CASH EQUITY REQUIRED $ 45000.
<E{§ANC[NJ PLAN> . S o - ) 7 .
_______,__jJBSI_ASSQNHLJKHUIJ_j#_iﬁQQQQ. —— U
MONTHLY PAYMENT $ 1477. lNTEREST "RATE 30775 STARTS 1 ENDS S BONUS INTEREST 40000 OF GROSS RENT
1 . L2 4 _ ___ 5 _.__ __ 6 7 _ 8 9 10
PRINCIPAL 3919. 4234, 4574. 4943. 5339.. . . . . .
INTEREST 13812, 13497 13157, 12790, 12393, N - Y - N
BALANCE  176080.  171845.  _167270.  162328.  156989. . P . . - -
SELLFRS 2N0O MORTG. $ 19000a
MONTHLY PAYMENT § 185, INTEREST RATE (0850 STARTS 1 ENDS 5 BONUS INTEREST .0000 OF GROSS RENT
. I S 2 3 L4 5 _ 6. 1 . 8 9 I Yo I
PRINCIPAL 994, 1082. 1178, 1282. 1396. . . . - .
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« + . % £ x £ % £ % x % x x £ = x £ %X x % 2 % % % £ x * x % *%x % =¥
NET INCOME-MARKET VALUE RATIO o “L0781 .1098  .1098  .1098 41098 .1097 .1097 .1097 .1097 .1096
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_LENDER BONUS INTEREST RATE 0000  .0000 .0000 _ .0000 L0000  .0122 .0110 0115 «0114 .0120
* * .3 * * * X _ x * * * * * * * x___ k¥ _ ¥ X _x ¥ X % x _ x®x _%x _ % x___ ¥ x __ % . N
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MORTGAGES

REAL ESTATE

PROPERTY MANAGEMENT i23 SOUTH BROAD STREET
PHILADELPHIA, PA. ISI109
AREA CODE 215 PENNYPACKER $5-8614

JOHN M.BREEN COMPANM

September 15, 1969

Dr. James Graaskamp
University of Wisconsin
Madison, Wisconsin 53700

Dear Jim:

I woﬁia like to express my appreciation in your coming before
the SREA”ﬁémbqiship of the Society and presenting your thoughts
on the use of tomputers in Real Estate Appraisals.

Jim, I would like to introduce you to the name of Dr. David R.
Levin, Deputy Director Office of Right of Way and Location,
Federal Highway Administration, Department of Transportation,
Washington, D.C.

At a joint meeting between the Philadelphia Chapter of the
Institute and the Society, Dr. Levin discussed the many facets
of Right of Way and in a subsequent discussion, I mentioned

some of the things you were doing with computers. He was
extremely interested and may be in touch with you. I advised
Dr. Levin that I would mention his name to you and am forwarding
him a copy of this letter.

As T recall, we had tentatively thought of setting up a meeting
out in Wisconsin some time in November. I would imagine it gets
a bit cold out there at this time of year, however, I can say
that for scheduling purposes, this suits me just fine.

Once again, thank you for such an excellent presentation and I
look forward to seeing you again.

Very Yy yours,

[

Fellce A. Rocca,Jr., SREA, MAI

FAR,Jr.,/ats

LOAN CORRESPONDENT, CONNECTICUT GENERAL LIFE INSURANCE COMPANY
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REAL ESTATE APPRAISALS + FEASIBILITY STUDIES - PROPERTY MANAGEMENT

P.O. BOX 1658 . PHONE 831-0775

SAN PEDRO, CALIFORNIA 90733
October 1, 1969

Professor James A. Graaskamp
School of Business

University of Wisconsin
Madison, Wisconsin

Dear Professor Graaskamp:

Your impact on the Colorado Springs Conference is a lasting
one on me and I wish to again thank you for your extraordinary
contribution.

I have just received an appraisal assignment which I believe
may benefit from the application of some form of computer
models.

You recommended a person to me and I misplaced his name.

I believe that he had offices in San Francisco and Los Angeles.
If you recall please send me his name and address on the
enclosed post card,

My very best wishes to you and if I can ever help you in the
Los Angeles Area please ask me.

Sincerely/,

- L4

George L. Fisher, SREA

GLF:k

S.R.EA. SOCIETY OF REAL ESTATE APPRAISERS « AMERICAN RIGHT OF WAY ASSOCIATION e INSTITUTE OF REAL ESTATE MANAGEMENT
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2830 WHITNEY AVENUE + HAMDEN, CONN., 06518
TELEPHONE 248-5511

October 1, 1969

Mr. James Grasskamp
University of Wisconsin
School of Business

Room 101

Madison, Wisconsin 53706

Dear Mr. Grasskamp:
Due to other commitments I will be unable to attend the meeting you
mentioned to me in our telephone conversation. At some time in the

future I hope it will be possible.

Vety truly yours,

NORMAN R. BENEDICT, M.A.IL -C.R.E.
Président of Benedict Appraisal Company
mmecc

|
APPRAISERS AND CONSULTANTS FOR REAL ESTATE



Reprinted with permission of James E. Gibbons, Member of the Appraisal Institute, MAI SRA; Member of the
Counselors of Real Estate, CRE Designation; and 1990 National President of the Counselors of Real Estate

260 - 68TH STREET
BROOKLYN, N. Y. 11220
TELEPHONE: 833-2700

SACKMAN-GILLILAND

CORPORATION

October 2nd, 1969

Prof, James A, Grasskamp
Graduate School of Business
The University of Wisconsin
1155 Observatory Drive
Madison, Wisconsin 53706
Dear Jim:

! am enclosing the material prepared by Coldwell, Banker
and Company. This is the infarmation we discussed at our meeting
in Colorado Springs.

| 'would greatly appreciate your comments and ideas.

Best wishes,

Cordially,
Jgiizsgt‘g%ggéns

mr

eNCanse



Graduate School of Business 1155 Observatory Drive, The University of Wisconsin, Madison 53706

October 6, 1969

A few appraisal offices and universities have developed techniques and hard-

ware which may be within the means and technical skills of a large number of

real estate professionals. Introduction to these techniques has been greatly
hindered because:

1) Appraisers have not had a chance to experience actual use of the
hardware and

2) Clients require considerable re-education on what they might expect
to find in a professional appraisal.

Relative to problem #1 the University of Wisconsin Real Estate Department, in
conjunction with the research and education leaders of the various professional
appraisal societies and mortgage banking firms will offer a seminar which will
stress direct '"hands-on-computer-time'' for each participant for three alterna-
tive electronic computer sYstems within the means of small appraisal offices.
No programming is required! Anyone can operate any one of the systems with

20 minutes of instruction!
By special arrangement we will offer for the use of the participants a complete
Wang installation, together with the software and the expertise of Pete Ellwood.
There will be a teletype terminal installation developed and explained by

John Schneider in conjunction with Service Bureau Corporation. For our third
alternative we will use a graphic di'splay and dialogue terminal developed here
at the University of Wisconsin by Robert Knitter and Dick McCoy of the Business
School.

In addition to 9 hours of time on the equipment for each of the participants,
there will be opportunity for discussion on the economics of each alternative
hardware setup and on the desirable attributes of unified courses for introducing
various professional groups to the use and advantages of such techniques. Ad-
mittedly the participants are guinea pigs whom we hope to infect with enthusiasm
and confidence for their own use of electronic computational aids and whom we
hope will suggest a prescription for contents and methodology of introductory

EDP courses for real estate.

Finally, for those with an interest in regression analysis or comparison of
the ready-to-use methods above with the more typical punch-card, computer
apparatus, we will have available the School of Business computer installations.

This seminar will be limited to 21 participants, 7 of whom are already noted
for their work in this subject area and the balance will be the first 14 of 30
invited because they are education directors in their particular field or

are in the process of installing some form of EDP in their appraisal office.



Page two Computers for Appraisal Seminar

Each participant must pay for his own transportation, motel accommodations,

and breakfasts. The $70.00 fee for the course will pay for lunches and dinners
at the Wisconsin Center, installation setup expenses and servicing costs, and
instructional assistance and programming by graduate students. All of the
professional appraisers and University faculty contributors will be serving

at their own expense. The administrative costs have been donated by the

School of Business.

Please indicate on the attached form whether you will be able to attend and

if you will arrive by Thursday evening in time for an informal hour of dis-
cussion with some of our graduate students. Please attach your check for

the $70.00 seminar fee to this form, payable to Urban tand Fund, Alumni Foun-
dation. We have reserved a block of rooms at the Madison Inn and you should
return the enclosed reservation card directiy to the inn before November 10th.
If you cancel after the 2ist of November we may reserve the right to refund only
50% of the fee unless we can maintain our group of 21 due to tight budget con-
straints.

This seminar is experimental and is intended to incubate more formal and more
extensive courses by the professional societies or may be repeated in one form
or another at the University at a:later date. Advertisement after the meeting
we hope will be desirable, but please refrain from extensive promotion prior
to therexperiment, or you will embarrass us by the necessity of turning away
requests to attend from so many of our professional friends.

A preliminary schedule is attached and additional information will follow
for registrants. Registrants will be encouraged to bring financial data of
an investment case which they may wish to try out on some of the programs
that will be available.

Sincerely yours,

OL_ah

Jamés A. Graaskamp
Assistant Professor in Business



Graduate School of Business : :] 1155 Observatory Drive. The University ot Wisconsin, Madison 53706

SEMINAR: COMPUTERS FOR APPRAISAL OFFICES
DATE : Friday, December 5, and Saturday, December 6, 1969

PLACE: Wisconsin Center Building
702 Langdon Street
Madison, Wisconsin 53706

Formal Seminar Begins 8:45 AM, Friday, December 5, 1969

Informal Seminar Begins 6:30 PM, Thursday, December 4, 1969
With Supper Meal to be Served at the Madison, Inn,
Madison, Wisconsin

Seminar Fee Includes Lunch and Dinner and All Workshop Costs.
Those Attending Responsible for Own Motel Accommodations.
Space Has Been Reserved for Those Attending at the
Madison Inn, 601 Langdon Street, Madison, Wisconsin,
Phone 257-4391, Reservation Form Enclosed

TEAR OFF

I WILL ATTEND

I WILL NOT ATTEND

WILL ARRIVE FOR SUPPER THURSDAY

WILL ARRIVE EARLY EVENING THURSDAY

S —

WILL BE PRESENT FRIDAY MORNING

Please attach check for $70.00 with your acceptance notice. Please
make check payable to Wisconsin Alumni Fund -~ Land Economics
(qualifies as charitable deduction).

PLEASE NOTE: ONLY ONE PERSON CAN ATTEND PER REGISTRATION BECAUSE
OF LIMITED OPENINGS.

Signed

Date




Reprinted with permission of Robert P. Lee, former Director of Wisconsin Center

October 29, 1969

Mr. Robert Devenish

722 University Avenue
University of Wisconsin
Campus Mail

ADelr Bob:

Please ingtall unrestricted telephones i{n rooms 109, 205 and 211
of the Wisconsin Center for the conference on "Computers for Appraisal",
This conference is under the direction of Professor James Graaskamp,
School of Commerce and takes place in the Wisconsin Center during the
period December 4-6, 1969. Please bill the cost of these telephones to
the University of Wisconsin Foundation, Robert Rennebohm, Executive
Director, 702 Langdon Street, Madison, Wisconsin.

Sincerely rs,

Robert P, Lee, Director

cc: John Feldt
Prof. Graaskamp



Reprinted with permission of The Estate of L.W. Ellwood, courtesy of Richard S. Ellwood -- Also see credits at
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L.W. ELLWOOD & COMPANY
169 DAYTON STREET - RIDGEWOOD, NEW JERSEY 07450

(201) 652-2141

November 5, 1969

Dr. James A, Graaskamp
Assistant Professor in Business
Graduate School of Business
The University of Wisconsin
1155 Observatory Drive
Madison, Wisconsin 53706

Dear Dr. Graaskamp:
I am writing this letter for my father, at his request.

He is scheduled to arrive in Madison at 5 P. M. December 4th (North
Central Flight #571 out of Chicago).

As to the Wang Equipment, the following will be required:

2 - #371 Card Readers
#370 Keyboard
#362 Electronic Package
#372 Data Storage
#377 Teletype Control Package
#376 Teletype 33ASR

I would expect there might be some difficulty in obtaining the last two
items. If this latter equipment is not available, the demonstration will
necessarily be curtailed because many of our programs involve a print
out. The Wang representative will understand and can perhaps contrive
to make the best possible demonstration out of the available gear.

I'm particularly interested in other people's applications, so, if there
is a record kept of the various programs demonstrated, an abstract of



Dr. James A, Graaskamp
November 5, 1969
-9

this material would be appreciated. The evolution of our library follows
three paths:

1. We have a recurring problem to solve. We write a
program,

2. Many of these above or calls from our clients spark an
idea for others.

3. Finally, we try to stay alert to applications other people
are developing.

I am convinced your seminar will be extremely stimulating. I'll be most
anxious to get a report from the boss.

Yours truly,

L. W. ELLWOOD & COMPANY

@W

C. R. Ellwood

CRE:amk



NOTE: L.W. ELLWOOD

L.W. Ellwood (1895-1974) was a dean of the appraisal
profession in the United States. He was an active and
teaching member of the American Institute. Following his
retirement from New York Life Insurance Company, he
published the "Ellwood Tables", founded the L.W. Ellwood
Company, Inc. and pursued his profession actively until
his death. His son, C. Russell Ellwood, MAI, was one of
his many pupils.

Courtesy of Richard S. Ellwood
Son of L.W. Ellwood
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REAL ESTATE APPRAISALS + FEASIBILITY STUDIES - PROPERTY MANAGEMENT

P.O0. BOX 16568 - PHONE 831-0775

SAN PEDRO, CALIFORNIA S0733
November 13, 1969

Professor James A. Grasscamp
Graduate School of Business
1155 Observatory Drive
University of Wisconsin

Dear Professor Grasskamp:

My plans are still directed to meeting with your
group barring any unforeseen emergencies involving
my being subpoenad as a witness in two very bother-
some trials being extended into the December 1lst
area.

Could you please advise me if I have been accepted
into the group as per your letter of October 6, 1969;
and, if so, I will finalize my plans to the best of my
ability and hope to be with you on the dates specified,

I visited Ron Graybeal in Berkeley and as a result sent
him a few thoughts on my reactions of our meeting.
Perhaps you will find the comments of some interest.

Hoping hear from you soon, cordially,

A -

George ¥. Fisher, SREA

GLF:k

S.R.E.A. SOCIETY OF REAL ESTATE APPRAISERS « AMERICAN RIGHT OF WAY ASSOCIATION < INSTITUTE OF REAL ESTATE MANAGEMENT
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The instantaneous mathematical magic of the modern computer when
related to the analysis of the investment potential of income producing
real estate, or the processing of an income approach to value, is

rising like a new dawn in the east.

But - many of the same ugly variables which existed before this
new dawn must now be examined even more closely than ever before,

otherwise this great new gift may likewise have feet of clay.

There can be no doubt that this great genii can do wondrous things
with lightning speed. However, without const¢ientious dedication
to certain principles, those bidding the genii's magic may cloud the
new dawn and perhaps discredit a great new service to the investing

public, the real estate business, and the computer image.

The validity of capitalization of income into value (1% equals value)
has always been in direct proportion to the integrity of the step by
step procedure of processing a gross income into its true net income.

The elements of the procedure are gross income, vacancy and credit
losses, the effective gross income, fixed expenses of taxes and
insurance, operating expenses, repairs and maintenance, utilities,
management, and reserves for depreciation. The result of the procedure

is a true net income.

How valid is the owner's statement of rental income? The gross income
should be related to the market place and should be stabilized to
reflect the best possible capacity of the property to produce an income
at a rate consistent with the market place as of the date of appraisal.
Any adjustment of the market insofar as gross income is concerned
requires a reevaluation of the rental income. It would seem that the
gross income should be developed for the precise time of the analysis.
Any presumption of future gross income becomes speculative and con-
jectural because of a constantly changing supply and demand factor.
Likewise rental rates are subject to influence by many exterior economic
factors. Nothing is constant but change.
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The gross income estimate is the first key element and the foundation

upon which a proper net must be developed.

Next, the vacancy factor, plus credit loss, amounts to something
versus nothing. Obviously, each property, each situation is

different. However, one almost certain fact is that over a 10~year
projection vacancy and credit loss will be some amount. The fallacy
is to suggest a zero amount, Good management will include a vacancy
factor for scheduled repair, maintenance and reconditioning, if for no
other reason. Credit losses may be or may not be but it is doubtful

if @ 10-year income program could be obtained without some loss in
rental collections.

The effective gross income is the mathematical difference between the
gross income less vacancy and credit losses. This factor is important
because management is an amount equal to a percentage times effective
gross income and management is related to actual incomes collected

rather than the gross rent anticipated.

The fixed expenses are taxes and insurance and these two elements

are subject to the least fluctuation. The insurance rate is obtainable

by actual quotation and is usually extended over a 3 to 5 year period.
The taxes are reasonably stabilized; however, some investigation
should be made to ascertain if there is a pending increase in assessment
value, or tax rate, in the immediate area of the subject property. Don't
be caught asleep at the switch or your clients would have a good cause

to change advisors.

Those expenses related to common areas such as pools, exterior
lighting, landscaping, hall areas, utilities, should be capable of
reasonable estimate based upon historical records or prediction,
Likewise maintenance and repairs are estimated either from records

of actual expenditure or prediction. However, both of these elements
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should be considered in the light of the 10-year projection period.

Contingencies are to be considered when evaluating these elements.

Management is a proper charge against effective gross income and is
expressed as a percentage of the effective gross income. It is an
expense item payable for either professional management or payable
to an owner for the performance of the management. Management
collects rents, pays the mortgage, renews fire insurance, pays taxes
on time without penalties, prevents excessive depreciation to the
improvements, schedules preventive maintenance, controls good
accounting procedures, checks expense items and oversees the

on-premises management,

The Reserve for Depreciation is the expense item which accommodates
the replacement or repair of those items such as carpeting, water
heaters, roof replacement. These depreciation expenses may occur
at a frequency greater than the overall structure depreciation and

hence should be provided for by special reserve fund accounts.

Sometimes an all inclusive expense schedule is applied to the effective
gross income to arrive at the net income amount. This all inclusive
expense schedule may be an estimated percentage of the effective
gross income, or gross income, This overall expense percentage may
be somewhere between 35 to 50 percent, with industrial and commercial
properties at the lower end of the range and multi family apartments and
rental units at the upper end of the range. It seems inappropriate to
procure a highly sophisticated computer analysis of an income property
and estimate the expense schedule at 40, 45 or 50 percent with no
breakdown or justification of the expense estimates. Each property
deserves its own net income analysis because each property is a

different problem.

Disregarding, or improperly estimating vacancy, management and
reserves for depreciation could result in an error in the order of 10
percent or more of the actual net income. This could result in a sub~

stantial error in the final estimate of value.
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Mr. Broker may proclaim that the data aren't available, This just
isn't the case. The taxes and insurance elements are available.

The management is available., Vacancies, reserves for depreciation,
utilities, on-site management, landscaping, pool cleaning, and many
other expense items are either available or capable of a reasonable
estimate. So it is with all other repair and maintenance items; each
must be analyzed, carefully estimated and checked with actual costs,
industry rule~of-thumb costs, Institute of Real Estate Management
literature, apartment owners’ association literature and professional

property managers.

It is very possible that the end answer will be identical with your first
guess of an overall 45 percent expense ratio but you will know that you

did a job to prove the 45 percent rather than guess at the 45 percent.

The brokers have a great responsibility to provide factual, complete
and supported data resulting from a careful and demanding analysis of
every probable income and expense item. But also the computer and

its model master should demand reasonable attention to these facts
before accepting partially completed information sheets. Poorly
assembled data sheets may result in a disservice to the client and after
all the client is paying both the broker and the computer.

This is a magnificent opportunity to start right, right now.

Now is the time to appreciate the new dawn in the area of income-
producing real estate properties.

Now is the time to sophistocate the data as well as the system,



Reprinted with permission of John S. Schneider, Jr. for his father, John S. Schneider

JOHN S. SCHNEIDER, M.A.I., C.R.E.
APPRAISER AND CONSULTANT

COMMERCIAL, INDUSTRIAL 530 FULTON FEDERAL BUILDING

AND RES!DENTIAL APPRAISALS JoHN T. BREEDLOVE
VALUATION FOR EMINENT DOMAIN ATLANTA, GEORGIA 30303 ASSOCIATE

LAND USE AND MARKETABILITY STUDIES —

ECONOMIC FEASIBILITY STUDIES TELEPHONE:
MEMBER:AMERICAN INSTITUTE OF 524-8477

REAL ESTATE APPRAISERS

REAL EGTATE COUNSELORS November 24, 1969

Dr. James A. Graaskamp
Room 101

School of Business
University of Wisconsin
Madison, Wisconsin 53706

Dear Jim:

Enclosed is a set of the programs and print-outs which we propose to
demonstrate on the SBC time-sharing system.

It would be greatly appreciated if you could have these reproduced in
sufficient quantity for the number in attendance.

If, for any reason, this cannot be done, I can reproduce them here and
carry them with me, so I would appreciate your advising whether they
can be reproduced with your facilities.

I understand that Ken Hesinger of the Service Bureau Corporation has
been in touch with you and Tom Turk and that the arrangements have
been completed for the use of SBC's portable typewriter terminal and
the necessary data-phone telephone line. Mr. Hesinger informs me
that all is in order and that the necessary back-up facilities will be
available through both the Cleveland and Chicago computer installations
of the Service Bureau Corporation. If these arrangements have not been
completed, or if you feel they will not be completed in time for the
seminar, I would greatly appreciate your advising me in sufficient time,
gince a breakdown in this installation would, of course, make any
presentation of mine impossible.

Looking forward to seeing you and participating in the seminar, I am with
best regards

ery truly yours,

ohn S. Schneider
JSS/1r

Enclosure N
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AMERICAN INSTITUTE OF REAL ESTATE APPRAISERS i

OF THE NATIONAL ASSOCIATION OF REAL ESTATE BOARDS

155 EAST SUPERIOR STREET CHICAGO. ILLINOIS 6061731 o (312) 664.93700

December 2, 1969

Professor James A. Graaskamp
Room 101

School of Business
University of Wisconsin
Madison, Wisconsin 53706

Dear Jim:

Many thanks for sending us an additional copy of your workshop program.
As T indicated in our phone conversation of last week, I wasn't certain
at that juncture whether someone from our staff would be able to come up.
As you know, we have just returned from our National Convention in

San Francisco and schedules are a bit tight here for one of us to arrange
to get away on short notice to make the Thursdey and Friday sessions.

As I explained, John Schneider is Chairman of our Computer Research
Committee. Also, in conjunction with Pete Ellwood, the Institute will

be well represented from the standpoint of any discussions on educational
coordination which will take place on Saturday morning.

Again, many thanks for your invitation. I am sure your program will be
extremely informative and I am sorry that I will not personally be
able to attend.

Cordially yours,

2
{

ed W./Benedict
Directo¥ of Education

JWB :kmg

cc: Mr. John Schneider
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Reprinted with permission of Al Spalding, President, Spalding Associates, Akron, OH

Complete
Real Estate
Service

SPALDING REALTY COMPANY
175 West Bowery St., Akron, Ohio 44308
Phone (216) 762-9228

Dec. 3, 1969

James A. Graaskamp,

Assistant Professor in Business
The University of Wisconsin
Graduate School of Business
1155 Observatory Drive

Madison, Wisconsin 53706

RE: Seminar on Computers

Dear Jim:

It is with extreme regret and disappointment that
I must inform you of my inability to make the
above mentioned seminar. I sincerely hope that
the opportunity will present itself again. In
the event that it does not, I am looking forward
to visiting you at the University of Wisconsin
within the next year.

Kind personal regards,

SPALDING REALTY CO.

> /
AL SPALDING s
PRESIDENT

AS: jh



Reprinted with permission of Dunlap Vanice, Il MAI

VINCENT J. O’FLAHERTY MaAl,SRA.
&
JOHN D. O’FLAHERTY MA.L, S.R.A.

REAL ESTATE APPRAISERS

4117 BROADWAY KANSAS CITY, MO. 64111 LO 1-5300 {AREA CODE 81¢)

December 8, 1969

Professor J. A. Graaskamp
The University of Wisconsin
Graduate School of Business
Madison, Wisconsin 53706

Dear Professor Graaskamp:

I want to thank you, your graduate students and other members of
your staff for a very interesting and informative seminar. I was
greatly impressed by the presentation of the different methods of
canputer use and also your instruction programs in the graduate
school.

As 1 mentioned to you on Saturday, I would like to send some of my
income projections to you to be put in the computer. I think
certain parts of the printouts will be very helpful in investment
analysis and 1 am planning to use them in my appraisal work,

John O'Flaherty and I will be interested in hearing of other semi-
nars or meetings you might have on computer use.

Sincerely,

Dunlap Vanice

DV:jec

MEMBERS: AMERICAN INSTITUTE OF REAL ESTATE APPRAISERS  SOCIETY OF REAL ESTATE APPRAISERS



Reprinted with permission of Stanely E. Goode, Jr.

VALUATION CONSULTANTS e REAL ESTATE COUNSELORS 1614 E. 17th St., Santa Ana, Calif. 92701 (AC 714) 547-5464

S. E. GOODE, SR., MA!
S. E GOODE. JR., MAI
G. £ SCHMITZ, MAI

December 24, 1969

Professor James A. Graaskamp
School of Business

University of Wisconsin
Madison, Wisconsin 53706

Dear Jim:

As you know, a trip from California to Madison, Wisconsin, is an expensive
and time consuming event. You may rest assured that I received a full mea-
sure of reward as a result of the excellent manner in which you organized
and conducted the Computer Seminar.

I am deeply grateful for having been included in the group, and feel that I
learned a number of things of major importance which will contribute to my
professional advancement.

[ am convinced that some of the systems displayed could be applied in my
office, and certainly within this area. Frankly, I was most impressed by
John Schneider's demonstration, and feel that it has the greatest applicability,
providing that a full set of real estate programs are made available with the
service.

In view of the short time available, I feel that you did just about the best possible
job of exposing us to the various systems. Improvement could only be made by
adding more time, utilizing certain set problems which would be fed to each

type of system for the purpose of comparison of results, together with the addi-
tion of a greater variety of real estate programs.

I am most enthusiastic about the future application of computers in our field,
and hope to hear more from you as your program develops.

It was a great privilege for me to spend the evening with you and enjoy the
opportunity of close personal contact. Your inspirational part in this activity,



Professor Graaskamp

together with your well organized problem assure us of the development of a
means of disseminating information regarding computers to the members of
our respective organizations.

Again, please accept my sincere thanks for being inwited and for having the
opportunity to visit with you.

Best pers

;v

Stan . Goode, Jr., MAI-CRE

SEGJr:mh



1978 SCHEDULE OF JOINT REAL ESTATE DEPARTMENT - EXTENSION COURSES

University of Wisconsin

CONTEMPORARY REAL ESTATE APPRAISAL METHODS (Graaskamp, Knitter, Hansen)
b ry 1 , b, 8 - L 11 Hall
Syr5§-¥5 19;8 3 Lowe ?7Ha11 owe 8

CONTEMPORARY REAL ESTATE FINANCIAL ANALYSIS (Graaskamp, Robbins)

March 29, 30, 31, April 1, 1978 - Lowell Hall
.September 27, 28, 29, 30, 1978 - Wisconsin Center, Room 138

CONTEMPORARY LAND USE AND THE LAW {Matthews)
March 3-4, 1978 - Wisconsin Center, Room 212
CONTEMPORARY APPRAISAL PHOTOGRAPHY AND GRAPHICS (Canestero, Robbins)
May 25-27 - Wisconsin Center, Room 138
CONTEMPORARY REAL ESTATE MARKET ANALYSIS (Stanley, Graaskamp, Rasmussen)

April 26, 27, 28, 29, 1978 - Lowell Hall



CONTEMPORARY REAL ESTATE APPRAISAL METHODS

Jointly Sponsored by University of Wisconsin
School of Business & Extension Business Department

WEDNESDAY
4:00-6:00 P.M.
6:00-7:00

7:00-9:00

THURSDAY

8:30-10:15 A.M.

10:15-10:30

10:30-12:00

12:00-1:00

1:00-3:00 P.M.

3:00-3:15
3:15-4:45

6:00-7:00

7:00-9:00

Registration

Dinner

Introductory Lecture

1.
2.
3.

Relationship of appraisal to the decision process
Relationship between feasibility and appraisal analysis
Recent redefinition of highest and best use by appraisal
professional groups

Contemporary Appraisal Theory

1.
2.

3.

Summary of Ratcliff position

Summary of appraisal concepts of other recent critics
of appraisal methods

Concept of most probable sales price

Coffee Break

A Contemporary Appraisal Approach and Report Format

1.
2.

Lunch

General outline of report and logic
Explanation of applications

Property Analysis for Alternative Uses

1.

Site attribute analysis format

2 Improvement analysis format

3. Market area attribute analysis

4. ldentification of alternative marketable uses
Coke Break

Selection of Most Probable and Fitting Use

1.

2.

3.
4,

Dinner

Comparison of marketable, legal uses using back door
financial approach

Screening matrix of alternatives with non-financial
constraints

Final screen based on risk evaluation of alternatives
Selection of most fitting use

Concept of Most Probable Buyer Type/Most Probable Price

1

2.
3.
L,
5.

Investor motivation

Comparison with fair market value concept of buyer
Definition of transaction zone around most probable price
Primary reliance on inference from actual sales

Secondary reliance on simulation of buyer logic



Page 2 - Appraisal Seminar
FRIDAY

8:30-10:15 A.M. Predicting Probable Price From Market Sales (Knitter)
1. Concept of averages
2. Concept of standard error, dispersion, and range
3. Data sets and automated MKT COMP System

10:15-10:30 Coffee Break

10:30-12:00 Simple Linear Regression to Relate Different Market Sales

1. Explanation of point scoring for comparables to avoid
individual dollar adjustments

2. Comparing total points to total price by means of
linear regression ‘

3. Single family home demonstration of market comparison
scoring and linear regression

L. Commercial land appraisal demonstration of market
comparison scoring and linear regression

12:00-1:00 Lunch

1:00-3:15 P.M. Investment Purchase Simulation for Most Probable Price
1. Profiling investment criteria of most probable buyer
2. Investing scenarios establishing assumptions for
pattern of investment receipts and outlays
. Estimating a normative budget
. Projecting budgets to future periods
. Market rents to justified investment value (back door approac
. Investment band approaches
. Investment market value approach

N oV W

3:15-3:30 Coke Break

3:30-4:45 Adjusting the Preliminary
1. Adjustments for recent changes in probable buyer demand
2. Adjustments for buyer-seller bargaining positions
3. Adjustments for changing terms of sale
4, Matching of grantee motivations to subject property attribute
5. Transaction zone compared to market comparable

6:00-7:00 Dinner
7:00-8:30 Effective Communication (Hansen)
SATURDAY

8:30-10:15 A.M. Testing the Estimated Most Probable Price
1. Front door test of required rents
2. Bracketing Investment value with market sales
3. Case Demonstration with Complete finished appraisal
of Obsolete downtown store
L. Required rate of appreciation
5. After tax financial ratios and yields

10:15-10:30 Coffee Break

10:30-12:00 Report Preparation Technique



CONTEMPORARY REAL ESTATE FINANCIAL ANALYSIS
FOR
MORTGAGE LOANS AND EQUITY [NVESTMENTS
IN INCOME PROPERTIES

Jointly Sponsorea by University of Wisconsin
Schocl of Business & Extension Business Department

WEDNESDAY
4:00~6:00 P.M. Registration
6:00-7:00 Dinner

7:00-9:00 Introductory Lecture
1. The concept of the real estate process
2. The objectives of financial analysis
3. The objectives of risk management analysis

THURSDAY

8:30-10:15 A.M. Basic Approaches to Financial Analysis
1. Total cost approach to rents (front door approach)
2. Market rent approach to total cost (back door approach)
3. The critical financial links - default point and cash

on cash
10:15-10:30 Coffee Break
10:30~-12:00 Applications of Front Door/Back Door Approaches

1. Justified mortgage amount

2. Justified building costs/remodeling costs/land costs
3. Required rental income structure

L. Sensitivity analysis of critical assumptions

12:00-1:00 Lunch

1:00-3:00 Basic Cash Flow Computation= Mini Mod
1. Format for after cash tax flow analysis
2. Making the computation
3. Computing key financial ratios

3:00-3:15 Coke Break

3:15=-4:45 Definition of Investment Yields
1. Alternative measures of yield
2. Alternative measures of value
3. Making the computations

4:45-6:00 Recreation
6:00-7:00 Dinner
7:00-8:30 Coldwell Banker application of cash flow to

investment pwnoperty brokerage



Page 2 - Financial Seminar

FRIDAY

8:30-10:15 A.M. Introduction to Mortgage lLoans on [ncome Property
1. Basic concepts
2. Risk analysis and terms of loan
3. Lease terms and risk management
L4, cCash flow and mortgage as a perfect straddle

10:15-10:30 Coffee Break

10:30-12:00 Financial Analysis of Sale and Leaseback
1. Existing facility
2. Land subject to lease hold mortgage

12:00-1:00 P.M. Lunch

1:00-3:00 Equity Analysis and Profit Center Viewpoint
1. Defining the point of view for cash analysis
2. Choosing yield ratios for the decision process
3. Applying cash flow alternatives for investment comparison
4, Assumptions for cash flow projection
5. Equity investment as a security

3:00-3:15 Coke Break

3:15-4: 45 Case Studies for the Investor
1. The small apartment building
2. The small retail complex
3. A joint venture or partnership

6:00-7:00 Dinner

7:00-9:00 Land Development Financial Analysis
1. Projection of revenues
2. Projection of outlays
3. Financing alternatives
4, Key Ratios

SATURDAY

8:30-10:15 A.M. Instructors to assist students in the analysis of
investment case studies from students own offices.
Computer terminal access available

10:15-10:30 Coffee Break

10:30-12:00 Financial projection and future trends in Real Estate Investment



CONTEMPORARY LAND USE AND THE LAW

Jointly'Sponsored by Universit, of Wiscunsin
School of Business & Extension Business Departemnt

THURSDAY EVENING

4:00 - 6:00 Registration
6:00 - 7:00 Dinner
7:00 - 9:00 lntroductdry Lecture - Prof. Graaskamp

and Attorney Matthews

FRIDAY

8:30 - 10:15 Prezoning, Zoning

10:15 - 10:30 Coffee Break

10:30 - 12:00 Downzoning

12:00 - 1:00 Lunch

1:00 - 2:00 Zoning Administration

2:00 - 3:15 Zoning by Referenda

3:15 - 3:30 Coke Break

3:30 - 5:00 Exclusionary Zoning

5:00 - 6:00 Cocktails

6:00 - 7:00 Dinner

7:00 - 9:00 Contract Zoning and Subdivisions

SATURDAY

8:30 - 10:15 County and Municipal Management of Growth -
case studies

10:15 ~ 10:30 Coffee Bre&k

10:30 - 12:00 Case Studies cont.

12:00 - 1:00 Lunch

1:00 - 3:00 How to Deal with Local Government:

Zoning changes and subdivision approval



Reprinted with permission of James C. Canestro Architect

GRAPHIC TECHNIQUES FOR APPRAISERS

May 25, 26, 27, 1978

University of Wisconsin-Extension

General Seminar Description: The objective of this two-day seminar is
to present the appraiser with a "toolbox" of graphic techniques
and equipment which will maximize the impact of his appraisal
or feasibility reports. The seminar program will concentrate
on methods of increasing the visual communications potential of
the report with a minimal time investment on the part of the
appraiser or his staff. Examples, demonstrations, and practice
exercises will allow the participant to identify the methods
which will be most profitable to his firm.

Course Outline: The seminar is divided into four half-day sessions
each dealing with a specific visual communications element of
the appraisal or feasibility report. The following outline
identifies the organization of each session:

THE APPRAISAL/
FEASIBILITY REPORT

FORMAT CONTENT

GENERAL LAYOUT SPECIAL EXHIBITS READIEILITY EMPHASIS

1. coverR & PAGE DESIGN 1. SKETCHES 1. TYPE STYLE 1. HIGHLIGHTING
2. VISUAL ORIENTATION 2. MAPS =~ 2. REPRODUCTIVE 2. OVERLAYS/
3. CONTINUITY 3. DIAGRAMS TECHNIQUES TRANSPARENCIES
4, AUTHORSHIP IDENTITY 4. GRAPHS A. PHOTOCOPY 3. PHOTOGRAPHS

5. CHARTS B. OFFSET A. ON-SITE

PHOTOS
B. PHOTO-

\ P N [ REPRODUCT ION
THURS., EVENING, FRIDAY, MCANING, FRIDAY AFTERNOON, SAT. “ORNING,

May 25 May 26 May 26 May 27



Course Materials: Each participant in the seminar will be provided with all the
equipment and materials necessary to experiment with each of the visual presen-
tation methods. In addition, exhibits of each media technique will be included
in a reference manual distributed to each seminar participant.

SPEAKER

James C. Canestaro is an architect registered in Wisconsin and a Corporate Member,
American Institute of Architects. He is on the faculty of the Department of Real Estate,
School of Business, University of Wisconsin-Madison, where he is also a doctoral
candidate in Business. His Bachelor of Architecture is from Notre Dame and his

Master of Architecture and Master of Urban Planning are from the University of

Illinois.

Mr. Canestaro has taught at the University of Illinois in the Departments of Ar-
chitecture and Finance. He has taught courses in Residential Property Development,
Commercial Property Development, Recreational Land Development, Impact Analysis,
vValuation of Real Estate, and Construction Enterprise Management. His consulting
incliudes Real Estate Feasibility Analysis, Property Valuation and Pre-architectural
Programming.



CONTEMPORARY REAL ESTATE MARKET ANALYSIS

Jointly Sponsored by University of Wisconsin
School of Business and Extension Business Department

WEDNESDAY
4:00-6:00 P.M.
6:00-7:00

7:00-9:00

THURSDAY (Stanley)
8:30-10:15 A.M.
10:15~-10:30
10:30-12:00
12:00-1:00
1:00-2:00
2:00-3:15
3:15-3:30
3:30-5:00
6:00-7:00

7:00-9:00

FRIDAY (Rasmussen)
8:30-10:15 A.M.
10:15-10:30
10:30-12:00
12:00-1:00
1:00-2:00
2:00-3:15
3:15-3:30

3:30-5:00

Registration
Dinner

Defining Market and Merchandise Target (Graaskamp)

Introduction to Census Analysis

Coffee Break

Economic Base: Improvements and Applications
Lunch

Income and Employment Multipliers

Housing Analysis =~ Single Family

Coke Break

Housing Analysis - Multifamily

Dinner

Estimating subsidized housing demand in Wisconsin Communities

Application of Survey Research to Real Estate Problems
Coffee Break

Design and construction of a survey

Lunch

Processing and costs of survey assignments

Analysis of Survey responses

Coke Break

Case study applications of Real Estate Survey Studies



page 2 - Market Analysis cont.

6:00-7:00 Dinner

7:00-9:00 Discussion and comparison of survey techniques

SATURDAY (Stanley)

8:30-10:15 A.M. Retail trade area analysis

10:15-10:30 Coffee Break
10:30-11:30 Retail trade area cont.
11:30-12:30 Demonstration of Business School model of Milwaukee

Metropolitan economy



All written communications reprinted with permission of UW Conference Centers, Pamela Pierce, Director

UNIVERSITY OF WISCONSIN-EXTENSION CONFERENCE CENTERS

CONFIRMATION OF MEETIIIG ROOM AND DINIIIG ROOM RESERVATIONS

To: Professor James Grasskamp 2-6378

Department School of Business

This will confirm that the rooms and food facilities of University of
Wisconsin-Extension Conference Centers indicated below have been reserved
at The Wisconsin Center Guest House

Certified Insurance Counselors Program Account No, 90-206
{Name of Conference or Institute)

MEETING ROOMS

Number of
Date Room Type of Set=-Up Time Paeople
8:30 a,m., -~
Sept. 6-8, 1979 B-1 - 5:00 p,m, 80-100
Apr. 24-26, 1980 B-1
9/5 9/8
LODGING: 40 rooms Arrive 4/23 Depart 4/26

NOTE: PLEASE SEND BROCHURE OR AGENDA WHEN AVAITABLE. (Rooms subject to change)

FOOD SERVICE
Number of
Date Room Type of Service Time Peonle

If you have made further arrangements with the unit manager, this form may be
incomplete. €?
Signed ¥ (eb)

(Ms.) Donna Beutel, Manager

Date 8/8/79 - - 256-2621




UNIVERSITY OF WISCOMSIN-EXTENSION CONFERENCE CENTERS

CONFIRMATION OF MEETING RCOM AND DINIIIG ROOM RESEKRVATIONS

To: Professor James Grasskamp 2-6378

Department School of Business

This will confirm that the rooms and food facilities of University of
Wisconein-Fxtension Conference Centers indicated below have been reserved
at UNIVERSITY BAY CENTER

Certified Insurance Counselors Program Account No. 90-206
(Name of Conference or Institute)

MEETING ROOMS

Number of
Date Room Typas of Set-Up Time People
Nov., 15-17, 1979 16 ? 80-100
Feb. 7-9, 1980 16 ? 80-100
TI71% Depart 11/17
LODGING: 40 rooms  Arrive 2/6 " 2/9

NOIE: PLEASE SEND BROCHURE OR AGENDA WHEN AVAITABLE. (Rooms subject to change)

29 FOOD SERVICE

Number of
Date Room Type of Service Time People

If you have made further arrangements with the unit manager, this form may be
incomplete.

Signed ) (eb)
Steve ﬁpﬁnson, Manager

pate  8/9/79 . - . 231-1341




UNIVERSITY OF WISCONSIN EXTENSION

The University of Wisconsin

Extension Conference Centers
701 Langdon Street
Madison, Wisconsin 53706

In accordance with your request, we enclose a formal application for
the use of Extension Conference Centers for the

Certified Insurance Councétdvs Program

July 10-12 Sept. 25-27 Dec. 11-13 ta ,19 80

Please fill out this form and obtain the endorsement of the Dean of
your college, School or Division, Chancellor of your campus, or the
Presida-~t of the University, whichever applies. {(In case of state
agencies, the signature of the head of the department is required.)
We have enclosed three copies, only one of which need be returned
to us: the others may be used for your files,

The manager of the unit to which your program has been assigned will
make contact with you to arrange the specific details of the event.

It is important that you give us complete information together with
all changes well in advance of the beginning dates of your program.
We are anxious to cooperate with you in making this event the success
you would like it to be.

Sincerely yours,

}ZZeazf’ 544£zn4,bgj

(Mrs.) KapPy Simons
Scheduler and Program
Coordinator

KS/jxr
Enc.



The
School

H Office of Associate Dean
Of BLlSlneSS for External Relations
i i i in— H 1155 Observatory Drive
University of Wisconsin-Madison o 53306
l 608/262-1550

MEMORANDUM

TC: Bob Witte DATE: June 24, 1985
m Graaskamp

FROM: Bill Strang }

SUBJECT: Real Estate Programs formerly offered by Extension's Business
Outreach Group

The Business Qutreach Organization ifi UW-Extension has historically
offered a number of real estate programs. Gar Stock, who organized these
programs, has been reassigned. The Business Outreach Organization is
being itself integrated with the Business School. Thus, we need to make a
decision as to whether or not we want to continue any or all of the
programs that were offered before.

Chris Forrest has reported that UW-Milwaukee's Extension group has an
interest in picking up the real estate programs that formerly were offered
over the ETN (Educational Telephone Network). We should decide whether or
not we want to release these programs to them. Chris Forrest is obtaining
some information regarding enrollments for the programs so that we have
some ideas of their relative "profitability". I will forward that
information to you as soon as it becomes available to me.

Would you look over the attached list of courses (those with asterisks
indicate that they were taught via ETN) and give some thought as to whether
you would like to take over responsibility for offering these courses? My
understanding is that much of the past demand was based on the fact that
real estate brokers were required to do a certain amount of continuing
education course work in order to keep their licenses.

I do firmly believe that whether or not we wish to be involved in this
educational programming, it is important for the University or the Vocational
School System to provide training in this area if there is a demand for it.
If we are no longer going to demand the courses, we should very quickly take
steps to be sure that the Vocational System is aware of a new market that
they might reach or that UW-Milwaukee Extension operations take over all or
part of the programming.

One possibility that sounds good to me off the top, is our selecting
out from the broader list of programs a limited number that we might do very
well. It seems-to me that it would be useful for the business school to



June 24, 1985
Page 2

have some basis for making regular contacts with real estate brokers through-
out the state. Perhaps this could be effectively done through a limited
number of high quality courses or perhaps you would see it as more viable for
us to offer an annual conference or biennual conference that would draw such
people to a central location. Anyhow, because you are the people who
potentially could be involved in these programs, I would like your reactions
and ideas as soon as possible. We will need to contact Bob Davidson in
Milwaukee as soon as possible to give him an answer to his request that we
pass the programs on to him.

jgk

Attachment
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the Lt. Governor of Kentucky, Stev-
~'en Beshear, aleader of the Kentucky

Tomorrow Project; Rep. David

Ctarenbach, Speaker Pro-tem, Wis.

. State Assembly; and Dorothy Dean,

Milwaukee County Board of Super-
visors. Dr. Belden Paulson, Prof. of
Political Science, UW-Milwaukee/
Extension, will moderate.

Sept. 18/25 Wed.
8:00-9:50 p.m. 2 sessions
$10/1 session; $15/both sessions

Real Estate

0\ APPRAISING, FINANCING AND

MARKETING REALESTATE (ETN-
119)

This course fulfills 30 of the 60 re-
quired hours for a real estate brokers
license. If you became licensed as a
real estate salesperson after May
1977, you must take this 30-hour
class within two years of becoming
licensed. Not only will this practical
course help to prepare you for the
state licensing exam, but it will also
give you the tools for beginning a
satisfying career in real estate.

Sept. 14-Dec. 14 Sat.
1:30-3:50 p.m. 12 sessions
$150

BASIC REALESTATE INVESTMENT
(ETN-308)

This course is for the person who
wants to get started investing in real
estate. It is designed to give the be-
ginning real estate investor or
would-be investor the basic tools to
maximize investment success. Top-
ics will include: setting up investor
motives; a review of basic financial
concepts; selecting and analyzing
investment property; getting financ-
ing; and analyzing the holding
strategy. The main purpose of this

the Small Condominium Project.
Approved for 10 hours credit.

Oct. 15-Nov. 5 Tues.
1:00-3:50 p.m. 4 sessions
$72

EATING REALESTATE ADS
HAT SERVE REALESTATE BUY-
RS (SEEN-021)

This course, for licensed real estate
people, gives how-to information on
areas of real estate advertising. It
will cover: (1) How to Budget for
Maximum Results; (2) How to Capi-
talize on Consumer Habits; (3) How
Potential Home Buyers are Motivat-
ed; (4) How Color Can Work on
Signs and Ads; (5) How to Write
Classified Ads; (6) How to Use a
Marketing Approach; (7) How to Se-
lect Words that Move Peaple; (8)
How to Lay Out Effective Display
Ads; (9) How to Write Headlines
that Sell; (10) How to Convert Fea-
tures into Benefits; and (11) How to
improve Your Current Ads. Ap-

proved for 10 hours credit.
Oct.1-Oct. 10 Tues.[Thurs.
1:00-3:50 p.m. 4 sessions
$72

EATIVE REALESTATE FINANC-
ING AND EXCHANGE TECH-
NIQUES (ETN-122)

Almost no real estate transaction
takes place without some kind of
financing arrangements being made.
As conventional mortgage financing
of income property becomes dif-
ficult and costly to obtain, real estate
investors and lenders alike look to
new, more flexible financing tech-
niques. This seminar presents
financing techniques that you can
use in your real estate business. Ap-

proved for 10 hours credit.

Dec. 16/23/30 Mon.
6:00-9:50 p.m. 3 sessions
$72

course is to help students relate the
above topics to their personal situabﬁmmm MANAGEMENT OF

tion and use them. Approved for 1
hours credit.

Oct. 1-Oct. 22 Tues.
1:30-4:20 p.m. 4 sessions
$72

CONDOMINIUM MARKETING UP-
DATED FOR THE 80s (SEEN-022)
This course, designed for licensed
real estate people, is a new look at
marketing techniques for con-
dominiums in today’s market. Top-
ics scheduled are: (1)Buyers Profile
Updated Including First Time Buyers
and Second Home Buyers; (2) New
Look at Conversions; (3) Doing Mar-
ket Feasibility Studies; (4) Advertis-
ing and Public Relations; (5) Help for
Problem Projects — How to Make
the Condominium Association

Work for You; and (6) Marketing for

APARTMENTS (ETN-123)

This course is designed for licensed
real estate people. Topics will cov-
ér: (1) Operations of the Rental
Complex and Rental Advertising in-
tluding the managers manual; (2)
Phone Procedure; (3) Showing
Apartments; (4) Follow-up Respond-
ing to Residents, {5) Lease Renewals;
and (6) the Use of Several Media.
Approved for 10 hours credit.

Nov.4-Dec.9 Mon.
8:00-9:50 p.m. 6 sessions
$72

MANAGING COMMERICALRENT-
ALPROPERTIES (ETN-314) : ?
estate people. Topics will include:

(1) Operations at the Rertal Property _
Renewal Policies; (4) Lease Renewal
Procedures; and (5) Advertising

b ZEASASEER A i S I
Managing Commercial Rental Prop-
ertiesis designed for licensed real
{managing the lease office); (2) Rent-

al Policies and Procedures; (3) Lease
Commercial Space. Approved for 10
hours credit.

Sept. 16-Oct. 7 Mon.
10:00 a.m.-12:50 p.m. 4 sessions
$72

MANAGING THE REALESTATE
OFFICE (ETN-309)

This course is a “*how to” for the
real estate office offering the follow-
ing: (1) How to interview to get and
keep good team members to im-
prove client satisfaction; (2) How to
set performance standards (expecta-
tions to benefit the consumer; (3)
How to develop coach-counsel to
increase the level of service to cli-
ent; (4) How to influence sales as-
sociates and employees in your real
estate firm; and (5) How to develop
yourself as a professional to improve
time management and productivity.

Approved for 10 hours credit.

Oct.23-Nov. 5 Tues.]Wed.
9:00-11:50 a.m. 4 sessions

$72

THE MICROCOMPUTER AND

REALESTATE MANAGEMENT *
(ETN-121)

This class is designed to help lic-
ensed real estate people understand
and learn about microcomputers.
The microcomputer as a manage-
ment tool can be used in the real es-
tate business to increase productivi-
ty. Topics to be covered in this
course include: microcomputer’s
hardware, software and terminolo-
gy. Approved for 10 hours credit.

Sept. 4-Nov. 14 Wed.[Thurs.
8:30-9:50 p.m. 8 sessions
$72

MODERN REAL ESTATE MARKET-
ING (ETN-310)

This course, for licensed real estate
people, will cover topics to be con-
sidered for successful management
of the real estate office to meet con-
sumer needs and improve financial
rewards. Such areas as office poli-
cies, internal marketing procedures,
advantages, disadvantages of fi-
nances and developing office associ-
ates to utilize modern real estate
marketing techniques. Approved for
10 hours credit.

Nov. 5-Nov. 26 Tues.
1:30-4:20 p.m. 4 sessions
$72
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JQUESTIONS TO ASK WHEN BUY-
JNG OR SELLING A HOME (ETN-
117)

This is a basic course on buying or
selling a home, designed for the
consumer, but also approved for
continuing education for real estate
licensees. The following topics will
be covered: The legal aspects and
responsibilities of the broker/salesp-
erson and consumer as they relate
to the listing and offer to purchase
contracts, financing arrangements,
estimating value and closing costs.

Approved for 10 hours credit.

Sept. 3-Oct. 7 Tues./Mon.
8:00-9:50 p.m. 6 sessions
$72

REALESTATE INVESTMENT ANAL-
YSIS — ADVANCED (ETN-120)
Licensed real estate people have the
opportunity to explore evaluation,
acquisition and disposition of invest-
ment real estate in this course. Top-
ics include forms of real estate own-
ership, real estate syndication, tax
implications of ownership and sales,
plus more. Approved for 10 hours
credit.

Sept. 5-Sept. 26
7:00-9:50 p.m.
$72

Thurs.
4 sessions

RECYCLING OLD BUILDINGS FOR
NEW USES (SEEN-061)

Of interest to licensed real estate
people. Some of the topics to be
discussed are: (1) Specific do’s and
don’ts in the recycling process; (2) A
financial overview of a recycling
project; (3) Horizontal versus verti-
cal revitalization; and (4) Ten in-
novative ways to finance a recycling
project. Approved for 10 hours
credit.

Oct. 15/17 Tues./Thurs.
10:00 a.m.-12:50 p.m. 2 sessions
$72

TAX CONSIDERATIONS IN REAL
ESTATE TRANSACTIONS (ETN-
124)

Real estate brokers and salespeople
will learn the basic tax concepts in-

practical techniques to use yourself
or share with clients who plan to
purchase, or wish to sell real estate.
Approved for 10 hours credit.

Nov. 19-Dec. 11 Tues./Wed.
8:00-9:50 p.m. 6 sessions
$72

WISCONSIN REALESTATE LAW
(ETN-118)

Wisconsin law requires persons in-
terested in obtaining a real estate li-
cense to complete classroom in-
struction before applying for a
broker’s license. This course fulfills
30 of the 60 required hours. 1t cov-
ers all of the essential steps in the
typical real estate transaction, the le-
gal aspects of the instruments and
circumstances surrounding the sale
of real estate.

Sept. 14-Dec. 14
10:00 a.m.-12:20 p.m.
$150

Sat.
12 sessions

Small Business

HIRING, MOTIVATING AND
COMPENSATING EMPLOYEES IN
SMALL BUSINESS (SEEN-023)

This program is designed for owner-
managers and key management em-
ployees in companies employing
under 100 people. It focuses on
three critical elements to raise labor
productivity: getting the right person
for the right job, maintaining a high
rate of performance, and a pay sys-
tem that rewards producers.

Professor Ed Pickett will share his
ten years of personnel experience
with IBM and Control Data, as well

as 19 years with the University work- ___.

ing with employers on the people
side of their position. Topicsto be
covered: (1) HIRING—What to Do
Prior to the Interview, How to Inter-
view Effectively, and What to Do
After the Interview; (2) MOTIVA-
TION—Relation of Motivation to
Performance, Use Expectancy to
Raise Performance, and How to Get
the Behavior You Want; (3) COM-
PENSATION—Setting Up a Wage
Structure, Pricing the Job (Why
Some Get $5 per hour and Others
$6), and Paying for Performance.

Oct. 30-Nov. 20 Wed.
6:00-7:50 p.m. 4 sessions
1 $60 :

This program is an introduction for
Wisconsin businessmen who want
to learn how to sell their products
and services to departments of the
State of Wisconsin. The topics in-
clude the state procurement out-
reach program; how the bidding
process works; how, what, and
where the state buys; the bidders
list; and an open discussion of the
problems and opportunities of sell-
ing to the State of Wisconsin.

Sept. 4

7:00-8:20 p.m.

Free (registration required)

Wed.
1 session

Speech

THE 1985-86 DEBATE PROPOSI!-
TION (ETN-130)

This series will be presented for
teachers, judges, and students who
will be debating the 1985-86 propo-
sition. Assistance and information
regarding avenues of research, ap-
proaches to analysis and debating
skills will be topics for discussion.
Experienced and beginning deba-
tors and teachers will profit. In-
dividuals who will be used as judges
should also be encouraged to at-

tend. Sept. 9/16/23 Mon.
4:00-5:20 p.m. 3 sessions
$35

WHSFA SPRING SPEECH CATEGO-
RIES (ETN-131)

This series will cover the new
WHSFA categories, with emphasis
on judge training in using the
critique sheet. Evaluation of the suc-
cess of the new categories will also
bé included. We encourage co-
aches to involve community mem-
bers and other school personne}
who will be used as judges to attend
these sessions. Beginning and ex-
perienced coaches will benefit from
attending these sessions. DPl ac-
creditation is being sought.

Sept. 30-Nov. 18 Mon.
4:00-5:20 p.m. 9 sessions
$50

Writing

ARTICLE WRITING FOR FUN AND
PROFIT (ETN-047)

Beginning and veteran writers alike
can hone their writing, editing and
marketing skills with Bill Nelson’s
practical and popular writing
course. Bill is articles editorand a
feature writer for The Milwaukee
Journal’s Wisconsin magazine, and
is a successful freelance writer with
well over 4,000 published articles to

. his credit. His enthusiastic instruc-

volved in buying and selling real es- ) sgulN—G_farﬂg STATE OF WIS-
tate. You also will review valuable, CONSIN (ETN-126)

tion and critique, blended with
guest lecturers and interviews with
writers, editors and agents, have
helped hundreds of Wisconsin writ-
ers, many of whom take the course
two or three times.

Sept. 17-Dec. 10 Tues.
6:00-7:50 p.m. 9 sessions
$36/Audit; $67/With Critique
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///////////MAKING MONEY: INVESTMENT STRATEGIES AND TAX PLANNING (EIN)

This course is aimed at individuals who desire to learn the basics of strategic
tax planning and wise investing. In addition to learning the ins-and-outs of
real estate investment and investing in stocks and bonds, the course will help
participants to plan their finances through budgeting and tax planning.
Alternative strategies will be discussed, depending on individual objectives;
whether it be planning for retirement, college education, or simply financial
security. Case studies involving single, -married, divorced, and semi-retired
persons will be discussed in depth, as well as plans to achieve goals through a
total financial plan.

The objective of this course is to introduce participants to a wide range of
investment alternatives with different professionals.

DATE: Sept. 13, 20, 27; Oct. 4, 1985 s
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TIME: 7:00 pm - 9:00 pm
Fee ! #3000

NEW DESCRIPTIONS FOR
REAL ESTATE PROGRAMS

APPRAISING, FINANCING AND MARKETING REAL ESTATE

* E119

Being a successful broker takes more than a knowledge
of the law. This practical course gives you the tools
to build a satisfying real estate career, and fulfills
30 of the 60 required hours.
If you became licenses as a real estate sales person after
May 1977, you must take a 30 hour X#XX class in real estate
within two years of becoming licensed. By taking this course,
you meet that requirement.

WISCONSIN
* REAL ESTATE LAW #E118

Wisconsin law requires you to complete classroom instruction
before you can be licensed as a broker. This course fulfills

30 of the 60 required hours. It covers all of the essential
steps in the typical real estate transactions, the legal aspects
of the instruments and circumstances surrounding the sale of

real estate.



The
School

Of BUSIneSS Graduate School of Business
University of Wisconsin-Madison 1155 Observatory Drive
Madison, Wi 53706
608/262-0391

MEMORANDUM

TO: Jim Graaskamp DATE: July 9, 1985
FROM: B1il11 Strang
SUBJECT: Extension Real Estate Programs
It appears that Business Outreach and its real estate programs will be
integrated with our school Tater this year. A few weeks ago, I asked you
about your interest in these - particularly the "set" offered over ETN,
Attached is some data on last year's enrollments. These seem to have
generally been low income producers on a per student per day basis. And

several of the courses seem better fitted to Vocational School programming.

We need to decide promptly how to respond to U.W.-Milwaukee's request
to "pick up" the ETN programs. Someone will need to do the planned programming.

My inclination is to give up the ETN programs and if you or your depart-
ment want to do any programming, ask the Business Outreach group to market
your set of programs. Please let me know ASAP what you want to do.
jgk
Attachment

cc: Chris Forrest



BUSINESS OQUTREACH

PROGRAM PLAN and COORDINATION REPORT

campus  Madison
¢
Coordinator Garfield R. Stock .. Big Businezs & Small Business Programs Jan 1 - June 30, 1984
___ Inplant ___ Public Servica
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BUSINESS OUTREACH

PROCRAM FLAN and CUORDINATION REPORT

Can Madison
pus §(’r
Coordinator Gax‘field R. StOCk — M3 Business -— Small Buainess Programs Jan 1l - June 30, 1984
___ Inplant __ Public Service
Projected Actual
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Expenses - 26043.00
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PROGIAN PLAN and COORDINATIOHN RERORT
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CONTEMPORARY REAL ESTATE APPRAISAL METHODS
May 22-25, 1978

PROGRAM SCHEDULE

Monday, May 22, 1978

7:00-8:30 P.M. Introduction to the Real Estate Process & Feasibility Analysis

Tuesday, May 23

8:30-10:15 Contemporary Appraisal Theory

10:15 Coffee Break

10:30-12:00 Outline of Contemporary Appraisal Report
12: 00 Lunch

1:00-3:00 P.M. Property Analysis to ldentify Alternative Uses

3:00 Refreshment Break

3:15-5:00 Selection of most Probable and Fitting Use

6:00 Dinner

7:00-9:00 Concept of Most Probable Buyer Type and Selection of

Appraisal Methods
(Prof. James A. Graaskamp)

Wednesday, May 24, 1978

8:30-10:15 Statistics and Predicting Probable Price for Market Sales
(H. Robert Knitter)

10:15 Coffee Break

10:30-12:00 Automated Market Comparison Techniques
(H. Robert Knitter & Prof. James A. Graaskamp)

12:00 Lunch

1:00-3:00 Linear Regression for Market Comparison

(Prof. James A. Graaskamp)

3:00 Refreshment Break
3:15-5:00 Writing a Readable Report
(Prof. Richard Hansen)
6:00 Dinner
7:00-9:00 Investment Purchase Simulation for Most Probable Buyer

(Prof. James A. Graaskamp)



Thursday, May 25, 1978

8:30-9:30 Testing the Appraisal Value Conclusion
’ (Prof. James A. Graaskamp)

9:30-11:00 Demonstration Report Techniques

(Prof. James A. Graaskamp)



CONTEMPORARY REAL ESTATE APPRAISAL SEMINAR

Instructor: Professor James A. Graaskamp
University of Wisconsin School of Business

FIRST MORNING
8:30-10:15 a.m.

I. A Real Estate Appraisal - A Business Forecast

A.

Prof. Richard U. Ratcliff was the first of several urban land
economists to critique traditional appraisal in light of current
business forecasting methods and techniques. In effect Ratcliff
describes an appraisal as a prediction about the price of a future
transaction under conditions of uncertainty. Uncertainty is
introduced because knowledge of the facts is less than perfect .
and future conditions unknown.

One approach to forecasting or reaching a decision is by modeling
to structure facts and relationships in a manner appropriate to
the decision process. Three types of models are common in real
estate analysis:

1. Physical models = sand tables to understand site, building mass,
and shape.

2. Communication models = flow charts of industrial process or
traffic patterns.

3. Abstract or symbolic models = ijtems with mathematical or logic
concepts, 1/C =V is a symbolic model of the relationship
between income productivity.

In constructing any decision model there are six basic elements to
be considered:

1. The decision to be made or the question to be answered.

2. The data available with which a decision must be made.

3. The theoretical relationships or logical structure which
focuses the data on the problem.

L. The interface between the analyst and the requirements of the
model.

5. The interface between the results of the model and the

decision maker or client and their ability to comprehend and
believe (credit ability is always more important than credit
in real estate).

6. The relationship between the economic significance of the answer
ang the cost to acquire the answer by using the model.

In general, a decision requires that information be systematically
organized to identify choices of action and the alternative out-
comes from each choice. (See Diagram #1). At the same time facts
help shape general values which in turn lead to explicit objectives,
and then specific selection criteria.



Diagram #1
Alternative Outcome #1 gain :
Choice #l:::::::AIternative Outcome #2 lose |
(run) Alternative Outcome #3 fumble .
, i
[l
,// Choice #2 a. Outcome gain @ Choice
Input Facts (pass) b. Outcome incomplete Py Selection
c. Outcome interception o
%
®
Values #1 Objectives weight 3
(win) (gain yards)
Values #2 Objectives weight
(don't lose (ball control)
big)

E. The three approaches to value are models of how economic man might
price a property to maximize his return and minimize his cost. It
represents an historical compromise between three powerful groups
in the early 1930's who really had different needs or questions
about price.

1. Insurance company lenders wanted to lend less than cost to
build - thus they emphasize the cost approach.

2. Real estate brokers wanted to know what they could sell it for
today, and therefore emphasize the market comparison approach.

3. The FHA appraisal section was headed by a Michigan professor,
Fred Babcock, who believed all property should be valued as
a capital budgeting decision, i.e. as the present value of
future net returns.

L., To compromise they seized on Marshallian economics which said
in the short run the market is out of balance and reveals
market price. During the intermediate term, it reflects
income value which cannot be forecast for the long run. In
the long run, prices have tendency to equal cost of production.

F. Since that time, writers have shown buyers are interested in many
things besides maximum profit including minimum risk, compatibility
with community, portfolio effects from taxes and diversification
as well as subjective, qualitative satisfactions. Therefore, an
appraisal model may seem to have the same question - What is the
value of property - but in fact it represents multiple questions:

1. What is the nature of the decision to be served by the appraisal
benchmark?

2. What is the specific asset for which value is sought?

3. What is the date for which value is relevant?

L., What is the definition of value - theoretical structure -
which focuses the data on the problem?

G. Ratcliff points out a variety of value estimates or viewpoints
which have significance in the appraisal of any specific property:



Vs - value to the owner or user.

. Vc - cost of constructing a substitute property.

Vp - a probabilistic prediction of what the property will
sell for.

Vo - price at which the property is offered for sale.

Vb - bid price by a prospective purchaser.

Vt - the price at which the property is actually sold, as an
historic fact.

ovun b W N

The Ratcliff viewpoint is just plain common sense. On page 14
of his text he states his premise:

"The fundamental concepts of value and price which are central

to appraisal are at the heart of the social science of economics.
Economic goods are valuable because of their utility (productivity)
and scarcity. Thus in analyzing the value of a parcel of real
estate, the starting point is with its inherent utility - the
characteristics and qualities which can make it productive and
desirable, and for which people are willing to pay.

"But price is set in the market place. To serve his client's needs,
the appraiser seeks to predict the price at which the subject
property will probably sell. Viewing the property as a package of
potentially productive qualities, the appraiser must predict the
outcome of the interaction of the market forces of demand and

supply to which the property might be exposed and which could
trigger a transaction from which market price will emerge.

“"Economics is a behavioral science, descriptive of the economic
behavior of people under various conditions. It is the appraiser's
task to predict how people, both buyers and sellers, will behave
with respect to the subject property when it is exposed for sale.
People make values and determine prices."

An appraisal as a benchmark for decision requires the appraisal
report to reflect the client's purposes for which an appraisal is
"sought. It is common sense that the more questions that an appraisal
can serve, the more business potential there is; fair market value
serves only a limited number of issues.

1. For the mortgage lender, the issue is the liguidating value
or probability of future cash returns being adequate to repay
the loan, interest, and cost,and the distribution of profit
centers over time to maintain repayment incentive to the
borrower.

2. For the courts eminent domain or assessment appeal, the state-
ment of function leads to the definition of value as the
jurisdictional market value.

3. A report for a would-be buyer or seller might lead to the
definition of value as investment market value.

L. For most cases the appraiser would seek to determine the most
probable selling price.

Investment market value is a term coined by Mack Hodges for the
present value of future income receipts, considering a specific
set of assumptions about the after tax cash flow of property and



requires some general description of the investment standards and
tax status of buyers interested in a specific type of property,
specifically income investment property. Investment value, which
requires some detail about motivations of a probable or specific
buyer, is a special case of the broader concept of 'most probable
sales price.' (Vp)

K. Most probable selling price is derivative of the theoretical work
of Prof. Richard U. Ratcliff.

1. The quotable definition: 'The most probable price is that
selling price which is most likely to emerge from a trans-
action involving the subject property if it were to be exposed
for sale in the current market for a reasonable time at terms
of sale which are currently predominant for properties of the
subject type."

2. This approach makes the point conclusion explicitly a statement
of the central tendency (mode, mean, or median) around which
a transaction price is likely to fall. Thus it generally
supplies a valuation as a range of prices within which a
transaction would most likely occur, similar to but not
necessarily a concept of statistical standard error. This
range will be called a transaction zone.

L. Combining the basic question for which an answer is sought -
most probable price - with the elements of economic analysis
forecasting leads to a simple appraisal logic.

1. The purpose of the appraisal (assessment, mortgage loan,
insurance, etc.) leads to a selection of a value definition.

2. Detailed analysis of the property leads to a statement about
most probable productive use.

3. Most probable use leads to inference about the most probable
buyer-type, his motivation, and economic logic.

4. Buyer-type leads to a choice of valuation method. Comparability
becomes a matter of analyzing a buyer-type as well as a physical
piece of similar real estate.

5. In Ratcliff the basic approaches are:

a. Preferred method is to infer buyer behavior from actual
market transactions.
b. In the absence of adequate market data, the method requires

f7\rﬂ4»1£2:$#—¢' simulation of probable buyer investment analysis or enter-

rise budgeting.
azp7d/u01ucqlhama P g : g , c;ra457‘5ﬂ7"¢'"‘4142’ 4422,‘

M. The numser of points would be underscored:

1. One or more of the traditional approaches to value may be
used if relevant to the purpose or any other method may be
used which provides a reliable conclusion. The degree of
error in the estimate is more important than the consistency
of the theoretical logic.

2. Buyer-type may be a class of buyers, it may be a single buyer
such as the property owner next door, or a particular investor
with a very strong preference for property attributes inherent
in the subject property.



3. There is no need that buyers be fully informed as the market
may provide evidence that prices are being set by ignorance;
there is no need that buyers have reasonable choices if the
seller is enjoying a monopoly position.

4, Finally it should be noted that the logical development from
productivity analysis to selection of the appraisal report
structures the form of the report.

Since appraisal starts from what is known about a specific piece

of property (Productivity Analysis, Chapter 2 in Ratcliff), it is
similar to a feasibility report until one has determined the probable
use and the probable buyer.

A. Refer to Exhibit 2.

B. The traditional appraisal report always moves from the general to
the specific, subject to a series of limiting conditions. Many
of these special conditions are professional courtesy to avoid
competition with other professions at the same time that one
avoids paying the other professions and continues as a lone wolf
in appraisal, controlling the customer, a psychological hang-up
of real estate brokerage. Thus the appraiser avoids:

1. Engineering factors

2. Finance and taxation matters

3. Title issues, surveys, etc.

4. Legal character of leases, permits, and other contracts

C. At the same time the element of uncertainty, left implicit by a
single number conclusion, is hedged by additional limiting
conditions including the appraisal practice of ignoring politics,
land use administration, and personalities.

1. The practice of using limiting conditions has moved to the
point where the appraiser supports consistency based on faulty
premises rather than honesty as the reliability of a prediction

2. Nevertheless, all an investor buys is a set of assumptions
about future.

3. Since risk is the variance between assumptions and realizations,
how can the appraiser evaluate the probable productivity of the
property without evaluating all the assumptions which can
be made explicit.

L, Thus the transaction zone or range of estimates together with
other report writing techniques are intended to provide better
methods of recognizing the need for tolerance in the decision
process for the conditions of uncertainty which surround the
appraisal estimate.

Ratcliff has been most comprehensive in statement of basic appraisal
theory, many writers are contributing to the rethinking of the appraisal
process and appraisal techniques. A number of selected readings by
these other professional and academic critics have been included in the
appendix of your workbook.



Exhibit 2

TRADITIONAL APPRAISAL AS A FICTIONAL SET OF FEASIBILITY ASSUMPTIONS

Feasibility Analysis

Will the project really work for a
specifdic investor?

1.

10.

Objectives - decision standards

provided by client decision process

a. Maximize spendable cash of
total enterprise

b. Subjective gratification of
specific individual

c. Adaptation to enterprise
management specialties and
weaknesses

Aggregate market potential
opportunity identification

Merchandising analysis
(Defining competitive edge)
and specific user profile

Legal~-political context

a. All legal constraints on site,
seller, buyer and user are
considered

b. What is legal is qualified by
what 1s political

Physical-technical constraints are
examined in terms of what might be

Impact on environment and community
specifically forecast

Financing from buyer viewpoint
considering all profit centers

Income tax advantages or dis-
advantages affecting spendable
cash

Actual cash revenues and expenses
forecasted for each period of time
horizon

Limiting assumptions of solution

a. Identification of potential
variance and sensitivity of
objectives to alternative
futures

b. Responsibility allocated among
sources of expertise

c. Budget & purpose of study edits
information scope

d. Format of analysis determined by
structuring of data to lead to

desired conslusion or recommendation

Appraisal Analysis

What would the project sell for if
it did work for a typical investor?

1.

10.

Objectives - decision standards

provided by theoretical framework

a. Maximize economic surplus of
individual parcel

b. Prudent behavior of economic
man

c. Average management to isolate
return to land & capital

Aggregate market potential busi-
ness climate

Merchandising comparison
(Defining standard competitive
substitute)

Legal-political context

a. Legality asgsumed

b. Limited to site use rather than
regulations on probable user as
alternative buyers are assumed

Physical-technical constraints are
studied as is or in terms of
conventional uses

Impact on environment and community
assumed acceptable within existing
permitted uses

Financing from lender viewpoint
considering only net income line
and below

Income tax not considered except
implicitly recognized in market
comparison

Revenues and expenses generally
normalized and projected on linear
trend for standard period

Limiting assumptions of solution

a. Average outcome without
qualification as to altermative
futures

b. Responsibility denied for other
areas of expertise

c. Date of appraisal edits informws
tion scope

d. Format of analysis defined by
model of fair market value
appraisal report



A. Much commentary on appraisal can be divided between those who
would just as soon scrap the historical textbooks and language
of appraisal (a la Ratcliff and Graaskamp), and those who would
simply like to refine present dogma and techniques of appraisal
report content (Wendt and Smith).

B. While the rebels attack theory head-on with the romantic notion
of toppling the temple of principles built in Chicago, the more
pragmatic politicians are realistically chipping away at the
stone tablets from within traditional institutions.

C. A few argue that the change in appraisal method represents a shift
from deductive logic based on principles to inductive forecasting
tools capitalizing on observed behavior. A parody of scientific
method versus theory and reason.

D. Some of the other issues in debate relate to the following topics:

1. What is function of appraisal?
a. Benchmark of value
b. Predict transaction price under conditions of uncertainty
c. To answer a question of a client
2. What is the standard of professionalism?
a. Format (profession vs. institution)
b. Tools and techniques
c. Standards of business conduct
d. Reliability of results
3. What is the frame of reference of real estate productivity?
a. The parcel
b. The individual investment interest
c. The community
d. The collective interest of society

COFFEE BREAK



EXHIBIT 1

DOBTO [NNPUT™ CONCEMTRANT ION
fFor B Y FRONT DOOP—~ BDC VA
Coor FEASIBILITY ANALYSIS o

puBLIC
INFRASTRUCTUR

PRODUCER

\ B a

sy,

.,
Q..
»,
-,
.,
See, «*

.., '

'.. PS4

eny e

Rl L TP TP PPTT Loy

THE REAL ESTATE DEVELOPMENT SYSTEM

R e sy



EXHIBIT 2

SPACE PRODUCER

EXPECTRETIONS OF FuTvag
DEREFITS LIt THE fome

Lkl QLALITY oF TUE SPheE

TIME. PRODUCT 0 cT 1oL
EFFICIENCY ¢ hESTHETICS

ESTABLISHMELNT Oy SFRCE
PROCUCT PESVLTS 1M FIRM,
(W IT L COST BUT” LITTLE
SENDITIVITY TD FOTURE
RDEMEFITS O LENGHT oF
HolLpikea PEAIOD

SPACE CONSUMER

TWO SIDES OF THE COIN



. BACKDOOR APPROACH FORMAT
FOR RANKING MOST PROBABLE USE

2
R/V U Riv
X -+ X
W Y] nL
Gl oP — Corahn
X =
X —
- 0P
cf
—
SRy
£Cm ——
cE
—
VAL
[ e
L RYE
—. oo ]
Rss —
i B iy,
4 . calidhtf POy
. sy <0S
i . )
[
LG, Akl A2 - onmieh’
- « " . [
74
it —
3t - o g
D -
-
-
)




BACKDOOR APPROACH FORMAT
FOR RANKING MOST PROBABLE USE

Rent/uNT Rent/unim Rent Juni T
X + X X
#'OF unvTS F oL UNITS F of vraTS
POTENTIAL . cAsr Foe |
GRS INCom= K| cerpur PoinT | = O LATIONS
X —_

= DLFAILT Foint
| k ( OPECATING ENENSES

nm——
Sm—

CASK MARGIN

CAPITAL KePLACEmeENnT

——

VACAreY Loss

— ReAL ¢TATE TAXES
Recelys, For —_—
Cermineency | —
— ‘if\S& AVAILARLE
LCASH THROWS ~OF = P '
RlY TA%) —

—
-

{ MoRTGABE CenSrAnT

sourty CASHE COrOIART

T F T CETIFIED
A5 T s een) + mofibion LoAn

—
——

TOTrAL JdosTifFisd
PlodseT PLOGET

—m—

RencvuATIen DUTLAYS

™ &nter For
PURCKALS




INSTRUCTORS:

Professor JAMES A. GRAASKAMP, SREA, CRE,
Chairman-Department of Real Estate §&
Urban Land Economics, University of
Wisconsin-Madison.

MICHAEL L. ROBBINS, Environmental and
Systems Analyst, Ph.D. candidate, Civil
and Environmental Engineering.

GENERAL INFORMATION:

Fee: $275 includes program materials
and refreshment breaks.

Location: University Bay Center for
Continuing Education, 1950 Willow Dr.,
Madison, WI.

Lodging & Parking:Information will be
sent with confirmation of registration.
Time: March 16-19, 1977, beginning on
March 16 at 7:00 p.m., and closing at
noon on March 19, 1977,

Veterans' Benefits: Eligible veterans
can receive full reimbursement for
fees and textbooks from the Wis. Dept.
of Veterans' Affairs upon satisfactory
completion of this course. See your
County Veterans' Service Officer to
ascertain eligibility and to make
application for benefits.

CEU: TIn conformance with guidelines
established by the National Task Force
on the Continuing Education Unit, this
course is authorized for 2.4 CEU.
Cancellation: You may cancel your res-
ervation up to seven calendar days
prior to program start without incurring
a fee or cancellation charge. If you
withdraw during the final seven days,
a $25 handling fee is charged. Enrollees
who fail to attend without properly
cancelling are liable for the total
program fee. Registration is limited.
Forn funthen information: Contact the

program administrator, Garfield R. Stock,

Dept. of Business & Management,
UW-Extension, 432 N. Lake Street,

Madison, WI 53706; or call (608)262-9789.
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Contemporary

Real Estate
Financial Analysis
for Mortgage Loans
& Equity Investments
in Income Properties

MarcH 16-19, 1977

TO BE HELD IN
MADISON, WISCONSIN

Jointly sponsored by:

Department of Business § Management
University of Wisconsin-Extension

and
Real Estate Program

Graduate School of Business
University of Wisconsin-Madison



CONTEMPORARY REAL ESTATE FINANCIAL
ANALYSIS FOR MORTGAGE LOANS AND EQUITY
INVESTMENTS IN INCOME PROPERTIES
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s seminar is an intensive introduc-
n to principles, concepts, and ap-
cations which are taught as the core
the University of Wisconsin graduate
gram in Appraisal § Investment Anal-
s. These ideas may contradict or
and appraisal doctrine and techniques

advocated by the various professional

app
IS

raisal societies. THUS THIS COURSE
NOT APPROVED OR SPONSORED BY ANY

PROFESSIONAL REAL ESTATE CERTIFICATION
GROUP. IT DOES NOT CARRY CREDIT TOWARD
ANY PROFESSIONAL DESIGNATION OR REQUIRE-

MEN
pra
inv
the
nee
ing

T. Nevertheless, its techniques are
ctical and tested in appraisal and
estment counseling and will expand
professional's ability to serve the
ds of his client on matters requir-
systematic real estate analysis.

PROGRAM SCHEDULE:

WEDNESDAY, Maxch 16, 1977

4:0

0-6:00 p.m.-~Registration

7:00-9:00 p.m.~-~Introductory lecture

1.

2.

3.

The concept of the real estate
process

The objectives of financial
analysis

The objectives of risk management
analysis

THURSDAY, March 17, 1977

8:3
BAS
1.
2.

3.

0 a.m.-12:00 noon

IC APPROACHES TO FINANCIAL ANALYSIS
Total cost approach to rents (front
door approach)

Market rent approach to total cost
(back door approach)

The critical financial links -
default point and cash on cash

APPLICATTONS OF FRONT DOOR/BACK DOOR

APPROACHES

1. Justified mortgage amount

2, Justified building costs/remodeling
costs/land costs

3. Required rental income structure

4. Sensitivity analysis of critical
assumptions

1:00-4:45 p.m.

BASIC CASH FLOW COMPUTATION

1. Format for after cash tax flow
analysis

2. Making the computation

3. Computing key financial ratios

DEFINITION OF INVESTMENT YIELDS

1. Alternative measures of yield

2. Alternative measures of value

3. Making the computations

4:45-6:00 p.m.~-~Recreation
7:00-8:30 p.m.-Introduction to Mini-Mod

FRIDAY, March 18, 1977

8:30 a.m.~12:00 noon

INTRODUCTION TO MORTGAGE LOANS ON

INCOME PROPERTY

1. Basic concepts

2. Basic case study (including Mini-Mod
output)

CASH FLOW ANALYSIS FOR MORTGAGE LENDER

1. Risk analysis and terms of loan

2. Lease terms and risk management

3. Cash flow and mortgage as a perfect
straddle

1:00-4:45 p.m.

EQUITY ANALYSIS AND PROFIT CENTER VIEW-

POINT

1. Defining the point of view for cash
analysis

2. Choosing yield ratios for the
decision process

3. Applying cash flow alternatives for
investment comparison

4. Assumptions for cash flow projection

5. Equity investment as a security

CASE STUDIES FOR THE INVESTOR
1. The small apartment building
2. The small retail complex

3. An older downtown building
requiring remodeling

New office building

7:00-9:00 p.m.~-~ Open discussion

SATURDAY, March 19, 1977

8:30 a.m.-12:00 noon

Group A -- CASH FLOW FORECASTING VERSUS

CASH FLOW CUSHIONS FOR FUTURE VARIANCE

1. Allocating risk of variance

2. Projections require explicit assump-~
tions

3. Feasibility assumptions versus con-
firmation to fact

Group B -- HANDS-ON COMPUTER TERMINAL

TIME TO DEMONSTRATE AVAILABLE CASH

FLOW SERVICES

After coffee break: Group A and B will

Reverse Roles.
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ENROLLMENT FORM
Please enroll me in CONTEMPORARY REAL
ESTATE FINANCIAL ANALYSIS FOR MORTGAGE
LOANS AND EQUITY INVESTMENTS IN INCOME
PROPERTIES, March 16-19, 1977. ($275)

Name

Firm Name

Firm Address

Phone No.
“business home

Social Security No.*

*-Not required, used only to assure
accuracy of your educational records.
Make check payable to UW-Extension.
Mail check with enrollment form to:
Wisconsin Center Registration, 702
Langdon Street, Madison, WI 53706.
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This Summer In
Madison, Wisconsin...

CONTEMPORARY
REAL ESTATE
APPRAISAL

METHODS

July 6-9, 1977

Jointly sponsored by:

Department of Business and Management
University of Wisconsin—Extension

and

Real Estate Program

Graduate School of Business

University of Wisconsin—Madison



CONTEMPORARY REAL E!

APPRAISAL METHOD:
July 6-9, 1977

PROGRAM SCHEDULE:
Wednesday, July 6, 1977

p-m.
4:00-
6:00
7:00-
9:00

Registration

introductory Lecture

1. Relationship of appraisal to the decision
process

2. Relationship between feasibility and appraisal
analysis

3. Recent redefinition of highest and best use by
appraisal professional groups

Thursday, July 7, 1977

a.m.
8:30-
10:15

10:15-
10:30
10:30-
12:00
noon

p.m.
1:00-
3:00

3:00-
3:15
3:15-
4:45

Contemporary Appraisal Theory

1. Summary of Ratcliff position

2. Summary of appraisal concepts of other recent
criics of appraisal methods

3. Concept of most probable sales price

Refreshment Break

A Contemporary Appraisal Approach and
Report Format

1. General outline of report and logic

2. Explanation of applications

Property Analysis for Alternative Uses

1. Site attribute analysis format

2. Improvement analysis format

3. Market area attribute analysis

4 ldentification of alternative marketabie uses
Refreshment Break

Selection of Most Probable and Fitting Use

1. Comparison matrix of alternatives with non-
financial constraints

2. Comparison of marketable, legal uses using
back-door tnancial approach

3. Selection of most fitting use

4. Most fitting use, productivity, and investment
product

7:00- Concept of Most Probable Buyer Type/Most
9:00 Probable Price
1. Investor motivation
2 Comparnison with tair market value concept of
buyer
3. Defiition of transaction zone around most
probable price
4 Primary rehance on inference from actual
sales
5. Secondary reliance on simulation of buyer
logic

Friday, July 8, 1977
a.m.
8:30- Predicting Probable Price From Market Sales
10:15 1 Concept of averages
2. Concept of normal distribution
3. Concept of standard error
4. Concept of standard error. dispersion. and
range
10:15- Refreshment Break
10:30
10:30- Simple Linear Regression to Relate Different
12:00 Market Sales
noon 1 Explanation ot point scoring for comparables
to avoid individual dollar adjustments
2 Comparing total points to total price by means
of linear regression
3 Single family home demonstration of market
comparison scoring and hinear regression
4. Commercial land appraisal demonstration of
market comparison scoring and linear regres-
sion
p.m.
1:00- Testing the Market Comparison Most
3:00 Probable Price
1. Adjustments for recent changes in probable
buyer demand
2. Adjustments for buyer-seller bargaining
positions



TATE

3:00-
3:15
3:15-
4:45

7:00-
8:30

4.

5.

. Adjustments for changing terms of sale

Matching of grantee motivations to subject
property attributes

Transaction zone compared to market
comparable

Refreshment Break

Investment Purchase Simulation for Most
Probable Buyer

1.

2.

3.

4.

5.
6.

Relationship of property attributes to invest-
ment characteristics

Profiling investment criteria of most probable
buyer

Investing scenario and selection of investment
valuation

Establishing assumptions for pattern of invest-
ment receipts and outlays

Estimating a normative budget

Projecting budgets to future periods

Selectlng Method for Investment Valuation

2.
3.

. Market rents to justified investment value
(back-aoor approach)

Investment band approaches

Investment market value approach

Saturday, July 9, 1977

a.m.
8:30-
10:15

10:15-
10:30
10:30-
12:00
noon

Case Demonstrations

1.

2.

3.

Vacant commercial land appraisal for court-
room presentation

Obsolete downtown store to establish sales
strategy

Downtown office building to establish tax
assessment valuation

Refreshment Break

Report Preparation Techniques

S— — T— —

ENROLLMENT FORM

O Yes! Please enroll me in CONTEMPORARY REAL ESTATE APPRAISAL METHODS, July 6-9, 1977 in Madison,
Wisconsin. ($275)

Name

Firm Name

Firm Address

Zip code

state

city

street

Phone No.

home

business

Social Security No.*

*Not mandatory—used only to ensure identification, accessibility, and accuracy of your educational records.

Make check payable to UW-Extension. Mail check with enrollment form to:

Wisconsin Center Registration Office, 702 Langdon Street, Madison, W! 53706.



CONTEMPORARY REAL ESTATE
APPRAISAL METHODS
July 6-9, 1977

This seminar is an intensive introduction to princi-
ples, concepts, and applications which are taught as
the core of the University of Wisconsin graduate pro-
gram in appraisal and investment analysis. These
ideas may contradict or expand appraisal doctrine
and techniques advocated by the various profession-
al appraisal societies. THUS THIS COURSE IS NOT
APPROVED OR SPONSORED BY ANY PROFES-
SIONAL REAL ESTATE CERTIFICATION GROUP.
IT DOES NOT CARRY CREDIT TOWARD ANY
PROFESSIONAL DESIGNATION OR REQUIRE-
MENT. Nevertheless, its techniques are practical
and tested in appraisal and investment counseling
and expand the professional's ability to serve the
needs of his client on matters requiring systematic
real estate analysis.

INSTRUCTORS:

Professor James A. Graaskamp, SREA, CRE, chair-
man, Department of Real Estate and Urban Land
Economics, University of Wisconsin—Madison.

Michael L. Robbins, Environmental and Systems

Analyst, Ph.D. candidate, Civil and Environmental
Engineering, University of Wisconsin—Madison.

WATCH FOR INFORMATION ON
THESE UPCOMING PROGRAMS:

Management of Corporate Real Estate
Madison, September 13-15, 1977

Management Process for Real Estate Managers
October 26-27, 1977

SREA appraisal courses; call Professor Stock’s
office for turther information.

GENERAL INFORMATION:

LOCATION: University Bay Center for Continuing Educa-
tion, 1950 Willow Drive, Madison, Wi. The Center is on the
University of Wisconsin campus overlooking beautiful Lake
Mendota.

FEE: $275, includes cost of institute sessions, handout ma-
terials, notebook and refreshment breaks.

LODGING: Lodging is available at the University Bay Cen-
ter, as is @ meal package. Information about this will be sent
to enrollees upon registration.

ENROLL NOW: You may cancel your reservation up to
seven calendar days prior to program start without incurring
a fee or cancellation charge. If you withdraw during the final
seven days, a $25 handling fee is charged. Enrollees who
fail to attend without properly cancelling are liable for the
total program fee.

VETERANS' BENEFITS: Eligible veterans can receive full
reimbursement for fees and textbooks from the Wisconsin
Department of Veterans Affairs upon satisfactory comple-
tion of this course. See your County Veterans' Service
Officer to ascertain eligibility and to make application for
benefits.

CONTINUING EDUCATION UNITS: In conformance
with guidelines established by the National Task Force on
the Continuing Education Unit, this program is authorized
for 24 CEU.

FOR FURTHER INFORMATION ON THE PROGRAM:
Contact program administrator, Garfield R. Stock, Depart-
ment of Business and Management, University of Wiscon-
sin—Extension, 305 Extension Building, 432 North Lake
Street, Madison. WI 53706; or phone (608) 262-9789.
FOR REGISTRATION, complete enroliment form inside.

UW-Extension provides equal opportunities in employment and
programmung.
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School of Business Graduate Schoo! of Business

1155 Observatory Drive
Madison, Wisconsin 53706 December 23, 1976

Prof. Garfield Stock

Room 309, Extension Building
Business & Management Department
University of Wisconsin

432 N. Lake Street

Madison, Wisconsin 53706

Dear Gar:

Here are the proposals for the first two seminars to be co-sponsored by the
School of Business Real Estate Department and your Extension Business Division.

The faculty for these seminars would be Michael L. Robbins and myself with
possible occasionai help from teaching assistants as yet un-named. The billing
rate for Robbins and myself would be $500 a day which translates into $1500
each for the seminar. Teaching assistants would not be more than 25 man

hours at $4 an hour for each seminar, almost entirely for some assistance

with computer terminal demonstration.

The School of Business will front end the preparation of materials and the
workbook and charge Extension $25 per student attending for the workbook and
$15 per student for adminstration of instructors and workbook production.
Maximum enrollment per course is controlled by the facility at University
Bay Center and probably should be set at a maximum of 80 persons per seminar.

The Real Estate Department has already made reservations at the University
Bay Center for Wednesday evening, March 16, 1977 until 12:00 noon, March 19,
and for Wednesday evening, July 6 through Saturday noon, July 9, 1977, and
copies of these reservation slips are attached.

A program outline for each course is enclosed and we should finalize our
arrangements and prepare advertising mailers immediately. Enclosed is a brochure
from a previous six-day seminar that may provide some copy ideas. See marked
paragraphs. | will return to Madison on January 11 and will contact you then

to put this program into operation.

Best of the season,

‘ -

—
James A. |Graaskamp —

JAG/db



CONTEMPORARY REAL ESTATE FINANCIAL ANALYSIS
FOR
MORTGAGE LOANS AND EQUITY INVESTMENTS
IN INCOME PROPERTIES

March 16-19, 1977
Jointly Sponsored by University of Wisconsin
School of Business & Extension Business Department

WEDNESDAY
4:00-6:00 P.M. Registration
6:00-7:00 Dinner

7:00-9:00 Introductory Lecture
1. The concept of the real estate process
2. The objectives of financial analysis
3. The objectives of risk management analysis

THURSDAY

8:30-10:15 A.M. Basic Approaches to Financial Analysis
1. Total cost approach to rents (front door approach)
2. Market rent approach to total cost (back door approach)
3. The critical financial links - default point and cash

on cash
10:15-10:30 Coffee Break
10:30-12:00 Applications of Front Door/Back Door Approaches

1. Justified mortgage amount

2. Justified building costs/remodeling costs/land costs
3. Required rental income structure

L, Sensitivity analysis of critical assumptions

12:00-1:00 Lunch

1:00-3:00 Basic Cash Flow Computation
1. Format for after cash tax flow analysis
2. Making the computation
3. Computing key financial ratios

3:00-3:15 Coke Break

3:15-4:45 Definition of Investment Yields
1. Alternative measures of yield
2. Alternative measures of value
3. Making the computations

4:45-6:00 Recreation

6:00-7:00 Dinner

7:00-8:30 Introduction to Mini-Mod



Page 2 - Financial Seminar

FRIDAY

8:30-10:15 A.M. Introduction to Mortgage Loans on Income Property
1. Basic concepts
2. Basic case study (including Mini-Mod output)

10:15-10:30 Coffee Break

10:30-12:00 Cash Flow Analysis for Mortgage Lender
1. Risk analysis and terms of loan
2. Llease terms and risk management
3. Cash flow and mortgage as a perfect straddle

12:00-1:00 P.M. Lunch

1:00-3:00 Equity Analysis and Profit Center Viewpoint
1. Defining the point of view for cash analysis
2. Choosing yield ratios for the decision process
3. Applying cash flow alternatives for investment comparison
L. Assumptions for cash flow projection
5. Equity investment as a security

3:00-3:15 Coke Break

3:15-4:45 Case Studies for the Investor
1. The small apartment building
2. The small retail complex
3. An older downtown building requiring remodeling
4, New office building

6:00-7:00 Dinner
7:00-9:00 Open Discussion
SATURDAY

8:30-10:15 A.M. (Group A)
Cash Flow Forecasting Versus Cash Flow Cushions for Future Variance
1. Allocating risk of variance
2. Projections require explicit assumptions
3. Feasibility assumptions versus confirmation to fact

(Group B)
Hands-0On Computer Terminal Time to Demonstrate Available Cash
Flow Services

10:15-10:30 Coffee Break

10:30-12:00 Group A and B Will Reverse Roles



WEDNESDAY
4:00-6:00 P.M.
6:00-7:00

7:00-9:00

THURSDAY

8:30-10:15 A.M.

10:15-10:30

10:30~12:00

12:00-1:00

1:00-3:00 P.M.

3:00-3:15
3:15-4:45

6:00-7:00

7:00-9:00

CONTEMPORARY REAL ESTATE APPRAISAL METHODS

JU]‘/ 6-9’ ]977

Jointly Sponsored by University of Wisconsin
School of Business & Extension Business Department

Registration

Dinner

introductory Lecture

1.
2.
3.

i.
2,

3.

Coffee

Relationship of appraisal to the decision process
Relationship between feasibility and appraisal analysis
Recent redefinition of highest and best use by appraisal
professional groups

Contemporary Appraisal Theory

Summary of Ratcliff position

Summary of appraisal concepts of other recent critics
of appraisal methods

Concept of most probable sales price

Break

A Contemporary Appraisal Approach and Report Format

1.
2.

Lunch

General outline of report and logic
Explanation of applications

Property Analysis for Alternative Uses

1.

Site attribute analysis format

2. Improvement analysis format

3. Market area attribute analysis

L. Identification of alternative marketable uses
Coke Break

Selection of Most Probable and Fitting Use

Dinner

Comparison matrix of alternatives with non-financial
constraints

Comparison of marketable, legal uses using back door
financial approach

Selection of most fitting use

Most fitting use, productivity, and investment product

Concept of Most Probable Buyer Type/Most Probable Price

1.
2.
3.
k.
5.

Investor motivation

Comparison with fair market value concept of buyer
Definition of transaction zone around most probable price
Primary reliance on inference from actual sales

Secondary reliance on simulation of buyer logic
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FRIDAY

8:30-10:15 A.M.

10L15-10:30

10:30-12:00

12:00-1:00

1:00-3:00 P.M.

- 3:00-3:15
3:15-4:45

6:00-7:00

7:00-8:30

SATURDAY

8:30-10:15 A.M.

10:15-10:30
10:30-12:00

Predicting Probable Price From Market Sales
1. Concept of averages
2. Concept of normal distribution
3. Concept of standard error
L. Concept of standard error, dispersion, and range

Coffee Break

Simple Linear Regression to Relate Different Market Sales

1. Explanation of point scoring for comparables to avoid
individual dollar adjustments

2. Comparing total points to total price by means of
linear regression

3. Single family home demonstration of market comparison
scoring and linear regression

4., Commercial land appraisal demonstration of market
comparison scoring and linear regression

Lunch

Testing the Market Comparison Most Probable Price
1. Adjustments for recent changes in probable buyer demand
2. Adjustments for buyer-seller bargaining positions
3. Adjustments for changing terms of sale
4. Matching of grantee motivations to subject property attributes
5. Transaction zone compared to market comparable

Coke Break

Investment Purchase Simulation for Most Probable Buyer

1. Relationship of property attributes to investment
characteristics

2. Profiling investment criteria of most probable buyer

3. lInvesting scenario and selection of investment valuation

L4, Establishing assumptions for pattern of investment
receipts and outlays

5. Estimating a normative budget

6. Projecting budgets to future periods

Dinner

Selecting Method for Investment Valuation
1. Market rents to justified investment value (back door approach)
2. Investment band approaches
3. Investment market value approach

Case Demonstrations
1. Vacant commercial land appraisal for courtroom presentation
2. Obsolete downtown store to establish sales strategy
3. Downtown office building to establish tax assessment valuation

Coffee Break

Report Preparation Techniques
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School of Business Graduate School of Business

1156 Observatory Drive
Madison, Wisconsin 53706 . g M e

February 25, 1983

Mr. Jack Miles, Vice President
Homart Development Co.

Xerox Centre Suite 3100

55 West Monroe

Chicago, IL 60603

Dear Mr. Miles:

The Graduate School of Business at the University of Wisconsin has featured a
strong program in real estate development leading to an MS degree in Real
Estate Analysis for many years. Now the Graduate School of Business intends
to offer an Executive Management Certificate Program in Real Estate
Development and Finance. The impetus for a series of coordinated two-day
seminars has come from the following development organizations which are
consulting with us on the program:

Wayne Adair, Vice President Administration,
General Growth Companies, Des Moines, IA

Thomas Bithell, Vice President Personnel,
The Taubman Company, Inc., Troy, MI

Dennis L. Cavanagh, Vice President Controller,
May Centers, St. Louis, MO

William A. Holland, Vice President, Human Resources
Urban Investment and Development Co., Chicago, IL

Lorraine Latour, Vice President, Human Resources
The Center Companies, Minneapolis, MN

John J. Manicke, Director Human Resources
Melvin Simon & Associates, Inc., Indianapolis, IN

Jack Miles, Vice President Personnel
Homart Development Co, Chicago, IL

Robert Engstrom, Vice President and Chairman of the Education Committee,
Urban Land Institute, Washington, D.C.

At this point the Committee and the University need your comment and review on
a profile of the intended student, the general format, the specific course
topic priorities, and the costs per student.



The questionnaire with this letter of introduction first states the proposed
concept and then provides blank space for your comments, critical, constructive
or approving. We would appreciate your earliest possible response in the
enclosed stamped envelope.

Sincerely,

William A. Holland
Vice President, Human Resources

Urban Investment & Development Co.
Chicago, Illinois 60611

Cl/)‘jf._.%“ﬁ

Jamags\ A. Graaskamp

Chai n, Real Estate & Urban Land Economics
University of Wisconsin School of Business
Madison, Wisconsin 53706
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University of wWisconsin - () o Madison
N

School of Business Graduate School of Business
1155 Observatory Drive
Madison, Wisconsin 53706

March 14, 1983

As Dean of the School of Business I am pleased to present this new Executive
Management Series in Real Estate especially because it represents a prototype
partnership between leading firms in the industry and our nationally known
Real Estate program.

In the coming decade all aspects of real estate development and urban enter-
prises will require increasing use of new and complex techniques so that
college education must become a continuing process rather than a four year
transition state in life.

The University of Wisconsin-Madison has always considered that its responsi-
bilities extend to the borders of the state, and now we welcome the idea of the
School of Business Real Estate Department as a regional center for the real
estate and development industry. With your guidance and participation we will
continue to refine, expand, and enrich the program outlined in this first annual
announcement,

The outstanding faculty and carefully selected subject areas described in
detail in the following pages represent our commitment in the School of
Business to excellence, relevance, and service to the development industry
and its need for continuing education. We welcome you to experience and
share with us in this commitment.

it ek

Robert H. Bock
Dean of the School of Business

James} A, Graaskamp
Chairman, Real Estate & Urban Land Economics
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Board of Advisors

Wayne Adair, Vice President Administration,
General Growth Companies, Des M

oines, |A
Thomas Bithell,

Vice President Personnel,
The Taubman Company, Inc., Troy, Ml
Dennis L. Cavana

gh, Vice Presiden
May Centers,

t Controller,
St. Louis, MO

Robert Engstrom
Chairman of t

» Vice President and/
Urgan Land

he Education Commi ttee,
Institute, Washington, D.C.

William A. Holland, Vice President, Human Resources
Urban Investment and Development Co., Chicago, IL
Lorraine Latour,

Vice President, Human Resources
The Center Companies, Minneapolis, MN
William Malkasian, Executive Vice President
Wisconsin Realtors Association, Madison, Wi
John J. Manicke, Director Human Resources
Melvin Simon ¢

Associates, Inc., Indianapolis

,» IN
Jack Miles,

Vice President Personnel
Homart Development Co., Chicago, IL

Director of Real Estate Management Series

James A. Graaskamp, Ph.D., CRE, SREA
Chairman, Real Estate and Urban Land Economics



EXECUTIVE MANAGEMENT CERTIFICATE PROGRAM

This program is intended to provide a certificate of completion for the executive manager who completes 25 days of training
over a span of five years while employed in real estate development, construction management, financial institutions, real
estate leasing, and real estate research and consulting. The program recognizes and incorporates educational programs of
particular merit offered by professional trade associations and other University continuing educational programs to avoid
duplication, counter-productive competition, and oversight of many of the fine specialty programs which have been perfected
for the real estate entrepreneur. -

GENERAL OBJECTIVES OF CERTIFICATE PROGRAM

1. To achiéve maximum attendance per course for lower cost per student by formatting 2-day modules which are focused on
specific needs of employees with varying levels of experience and education;

2. To provide an alternative to inhouse orientation of staff employees in real estate development using professional
educators;

3. To fill in gaps in the education of professionals with knowledge of other disciplines that are a part of the develop-
ment process; and,

k. To give the top level executive and the employee with management potential a common incentive to complete the program
by providing a certificate granted by the nationally known University of Wisconsin Real Estate Department.

CURRICULUM PATTERN AND STUDENT PROFILE

Student Group Course Number Student Group Course Number
1. Employee with management 100-200 2. Employee with project/staff manage- 300-400
potential without much college ment experience wishing to. improve
preparation in business or real specific skills in real estate or
estate construction management
Student Group Course Number
3. Upper level executive seeking intensive 500-500

briefing on current trends and innova-
tive programs



Upper Level executives:

Employees with project/
management experience:

no less than 60% of courses should be chosen
from Advanced courses.

no less than 50% of courses should be chosen
from Intermediate courses.

Employees with management no less than 50% of courses should be chosen from

potential:

Basic courses.

Professional association courses assigned to comparable levels of sophistication
for credit toward certificate program on a basis that eight hours class time equals
one credit day for certificate.

100-200
level courses

Wharton - Seminars for
Executives
Realtors National
Marketing Institute
Commercial Invest~
ment Courses
Society of Real
Estate Apprailsers
American Institute
of Real Estate
Appraisers

300-400 500-500
level courses level courses
NYU Real Estate Insti-~ Practicing Law Institute
tute
Institute for Real Real Estate Securities
Estate Management and Syndication
(IREM) Institute
Realtors National
Marketing Institute Urban Land Institute
Commercial Invest~ Seminars

ment Courses
Urban Land Institute
Semi~annual Meetings
Taken for Credit
National Association
of Office and Indus-
trial Park Developers
International Council of
" Shopping Centers

The administrative office of the Executive Management Series will maintain
a record on each participant seeking a certificate. The student need only
send evidence of having participated in courses of two days or more con-
ducted by the above organizations. A maximum of two credit qays will be
given for any one course and the University of Wisconsin Administrators re-
serve the right to categorize or exclude any offerings by the above organi-
zations at our sole discretion to maintain rigor and integrity of Certifi-

cate program.



STUDY PROGRAM CURRENTLY PLANNED AND SCHEDULED

’7 *
Course No. Name of Course 1983 Dates 1984 Dates | Location « Tuition Room and Board
Core Courses f
§ .
101 Overview of the real estate development Apr. 20-21 Lowell Ctr.  $260.00 E
process Sept. 19-20 ;Lowell Ctr. i 260.00 ¢
| | i
103 Principles of real estate accounting ! \ % !
(foriinon-accounting people) i ; § f
1 * v t
i : 4 i
104 Principles of personal and corporate : ; ! ; s
risk management (control of budget : i ; :
variance) 5 ; '
201 Real estate marketing strategy and Oct. 12-13 J.F.Frederick 260.00 E j
feasibility analysis Ctr. 3 :
203 Land use law: Citizen and corporate .Oct. 19-20 J.F.Frederick 260.00 % é
viewpoints Ctr. : !
, ’ :
1 i §
Real Estate Finance i : ‘ %
5 ' ! 1
301 Principles of real estate cash flow : i ;
budgets and models : { g
{ : : 1
302 Basic principles of financing income Nov. 7-8 . J.F.Frederick 260.00 { §
property developments ; Ctr. ; ;
. . i ,
303 Basic principles of financing land ; % ;
development X ; |
. i { ;
304 Case problems in real estate development : ;
finance ' :
401 Income tax strategies, tactics, and 1
traps for real estate investment ; '
Lo2 How to read, critique, and purchase an i é
appraisal report |
Lo3 Tax Increment Financing of . April 25- Lowell Hall 260.00

Redevelopment

26




STUDY PROGRAM CURRENTLY PLANNED AND SCHEDULED

I
Course No. Name of Course 1983 Dates 1984 Dates Location Tuition Room.ard Boand
501 Dynamic capitalization methods for " May 8-13 Lowell Ctr.$475.00 $ 280.00
present value analysis during periods - '
of inflation
Construction
_ W1 Relators
105 Basic vocabulary of building compo- « Apr. 11-12 Ctr. 260.00
nents materials, and construction Oct. 10-11 J.F.Fred-  260.00
erick Ctr.
106 Basi¢ construction management i
i
205 Insurance for the construction site ;
206 Principles of construction contract
bids and specification for the
non=-construction specialist :
i
Marketing
202 Evaluating markets and merchandising
targets for real estate products
403 Case problems in market research (a
review of the state of the art)
Lok Marketing the development concept for Nov. 9-10 J.F. Fred- '~ 260.00
political approval erick Ctr. ;
Data Processing for Real Estate Development %
i
108 General introduction to relationship of i
management to electronics data pro-
cessing {
308 Using the 1980 Census tapes effectively ;
|
409 A review of lease roll data management Sept. 21-22 Lowell Ctr.260,00

systems ;

[
1



COMMERCIAL CONSTRUCTION SEMINAR
April 11 - 12, 1983
Madison, Wisconsin

Monday Morning Tuesday Morning

. Introduction itt. Envelope
1.1 Architectural Blueprints 3.1 Curtain Wall
1.2 Environmental Factors Brick
1.3 Site Conditions Stone
1.4 Site Work Pre-Cast Concrete
1.5 Historical Styles Glass
Metal
(Break) 3.2 Facia and Soffet
3.3 Roofing
1. Structures Built Up
2.1 Introduction Membrane
2.2 Substructure Metal
Pilings Shingles
Grade Beams 3.4 Moisture Proofing
Slab on Grade 3.5 Insulation
Footings 3.6 Expansion Joints
Foundations
2.3 Steel (Break)
Framing
Trusses IV. Enclosure
Bar Joist 4.1 Doors
Steel Decking 4.2 Windows
Lightweight Framing 4.3 Partitions
Drywall
(Lunch) Gypsum Lath and Plaster
Masonry
Monday Afternoon 4.4 Interior Finishes
2.4 Concrete 4.5 Suspended Ceilings
Columns 4.6 Flooring
Walls 4.7 Soundproofing
Ribbed One-Way Slabs 4.8 Circulation
Two-Way Slabs Stairs
Waffle Slabs Elevators
Post Tension Escalators
Pre~Cast
Pre-Cast Tilt-Up (Lunch)
(Break) Tuesday Afternoon
V. Environmental Systems
2.5 Wood 5.1 Introduction
Post and Beam 5.2 Electrical
Framing 5.3 Communications
Trusses 5.4 Sewer
2.6 Masonry Sanitary
Concrete Block Storm
Brick Septic
Stone 5.5 Water
Supply
Adjourn Fire Protection

(Break)



5.6 Mechanical Systems
Electrical Heat
Electrical Air Conditioning
Hydronics
Chilled Water
Forced Air
Solar
Heat Pump

Vi. Conclusions
6.1 Building Construction Evolution

Adjourn



A Seminar in
Introduction To
Real Estate
Development Process

(A basic introduction to the feasibility,
negotiation, and investment decisions
facing developers, public officials,
users, and citizen board members
involved in real estate)

Taught by

James A. Graaskamp
Ph.D., CRE, SREA

Chairman, Real Estate and
Urban Land Economics
University of Wisconsin School of Business

Sunday, April 24 -
Tuesday, April 26, 1983

Sponsored by

Business Alumni Supporting Education
Department of Real Estate and

Urban Land Economics

Graduate School of Business
University of Wisconsin-Madison

General Information

Who Should Participate: The seminar content is
designed to provide an intensive introduction to the real
estate development process of decisions and negotia-
tion in the real world for those individuals entering into
the development industry or public service regulating
real estate who have a background in other related
fields, such as accounting, engineering, architecture, or
any other staff position in a development related
organization. it’s an excellent introduction to all aspects
of development for the new employee who needs an
overview of the process of which the individual is now a
part.

Overview: The course is a capsule version of the na-
tionally famous Real Estate Process course taught in the
School of Business at Wisconsin for many years by Pro-
fessor Graaskamp. it is relevant to those in industry and
those in government as well as investors seeking a basic
approach to real estate analysis. It makes heavy use of
basic materials developed by the Urban Land Institute. it
does not require any special preparation or high level
mathematics. It counts for 12 CEU's.

Time and Location: Seminar will be held from Sunday
evening, April 24, through Tuesday, April 26, 1983. In-
struction sessions will be held at Lowell Hall Center, 610
Langdon St., Madison, which is also where lodging
rooms and meals will be provided from Sunday evening
through Tuesday noon. Registration will be from 4:30 to
5:30 p.m. on Sunday, April 24. Sessions will be con-
ducted from 8:30 a.m. to 12 Noon, and 1:00 p.m. to 5:00
p.m. on Monday, April 25, and 8:30 a.m. to Noon, and 1:0Cs
p.m. to 3:30 p.m. on Tuesday, April 26.

Seminar Fee: Full fee of $260 is payable in advance and
includes tuition, materials, lodging and meals Sunday
night through Tuesday noon. Sleeping accommodations
are single rooms with private baths.

Persons who preregister but are unable to attend will.
upon application in writing, receive a refund of the sem-
inar fee. All refunds will be processed by mail after the
seminar has been concluded. Partial seminar fees or
refunds cannot be accepted or handled.

Contirmation of your enrollment will be made before the
seminar begins. Right is reserved to limit enroliment or
cancel the seminar.



Instructor

Protessor James A. Graaskamp

Professor James A. Graaskamp is nationally known both
for his seminars in real estate and for his consulting on
matters of real estate feasibility, court room valuation,
and investment strategy.

His education includes a Ph.D. in Real Estate and Risk
Management from the University of Wisconsin,
Madison, in 1964; an MBA in Securities Analysis and In-
vestment from Marquette University, Milwaukee, in 1957;
and an AB in English and Creative Writing from Rollins
College, Winter Park, Florida, in 1955, He has won many
academic honors including teaching awards for his
courses in Urban Land Economics, Real Estate Invest-
ment, Finance, Marketing Research, and Contemporary
Appraisal. His research interests range from urban tax
assessment to wilderness appraisal.

Experience in private industry has included land
development, co-ownership of a home building firm, and
of a nationally known consulting firm, Landmark
Research, Inc. He is presently a Trustee of the Urban
Land Institute and member of the Board of First Asset
Realty Advisors, a wholly owned subsidiary of First Min-
neapolis Bank. He was formerly the Treasurer of the
Wisconsin Housing Finance Authority. He holds
designations of CRE, SREA, CPCU, and Realtor.

Seminar Agenda

Sunday:
4:30-5:30 p.m. Registration
5:00-6:00 p.m. Dutch Treat Mixer
6:00-7.00 p.m. Dinner

7:00-8:00 p.m. Course Introduction

Monday:
8:30 a.m. Definition of Real Estate Process
The Driving Force — The User Group
The Reactive Force — The Production
Group
The Constraining Force — The Public
Infrastructure

10:15 a.m. Break

The Common Denominator — Cash
Budgets and Cash Solvency

Noon Lunch

1:00 p.m. Systematic Property Analysis
3:00 p.m. Break

Investor Strategy Analysis
Public/Private Joint Ventures

Tuesday:
8:30 a.m. The Land Development Process
Office Building Process

10:15 a.m. Break
The Shopping Center Process
Noon Lunch

1:00 p.m. Corporate Real Estate Strategies Tocay
Risk Management Theory in Real Estate
Operations
Basic Reading Recommendations for
Better Knowledge of Real Estate
Development

3:45 p.m. End
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A Seminarin

DYNAMIC
CAPITALIZATION

Appraising with Real Rates of Interest

Presented by
C. Gordon Blackadar

Vice-President, Real Estate [nvestments
Metropolitan Life Insurance Company

Sunday May 8-Friday May 13, 1983

University of Wisconsin
Madison

JAMES A. GRAASKAMP, Ph.D., C.R.E.
Director
Real Est_a_t_gﬁxgc_utive Management Series

Sponsored by

Business Alumni Supporting Education
Department of Real Estate &

Urban Land Economics

Graduate School of Business
University of Wisconsin-Madison

General'_"_lfl‘),.f()rmationv

Who Should Participate: The seminar content is de
signed for those individuals interested in the valuation
and analysis of income producing real estate. This in-
cludes real estate appraisers and consultants, brokers,
private and institutional real estate investors, and real
estate lenders. Participants should be familiar with dis-
counted cash flow and IRR techniques.

Overview: Dynamic Capitalization is a technique that
uses actuarial theory to value a particular varying an-
nuity: the one that reflects the dynamics of investment
real estate. The technique is much more efficient than
discounted cash flow methods. it is particularly appli-
cable in today’s economy since it takes into account the
effects of inflation, depreciation, interest rates, and
long-term versus short-term leases to project probable
yields on investments. Although the seminar touches on
the Theory of Compound Interest and relates it to Capi-
talization Theory, the primary focus is on practical appli-
cations. For example, participants will use Dynamic
Capitalization techniques to evaluate leases and lease
options and determine what various negotiated terms
and options imply as to value.

Time and Location: The seminar will be held from Sun-
day, May 8, through Friday, May 13, 1983. Instruction
sessions will be held at Lowell Hall Center and lodging
will be at the Madison Inn on the University of Wiscon-
sin-Madison campus. Registration will be from 3:00 - 5:00
p.m. Sunday May 8. Sessions will be conducted from
8:30-12:00 a.m. and 1:30-5:00 p.m. Monday through Thurs-
day and 8:30-12:00 a.m. Friday.

Seminar Fee: The full fee of $475 is payable in advance
and includes tuition and materials. Lodging Sunday
evening through Friday morning, three meals each day
Monday through Thursday with dinner Sunday evening
and breakfast and lunch Friday will be $280. Sleeping
accomodations are single-occupancy rooms with pri-
vate bath.

Persons who preregister but are unable to attend will,
upon application in writing, receive a refund of the sem-
inar fee. All refunds will be processed by mail after the
seminar has been concluded. Partial seminar fees or re-
funds cannot be accepted or handled.

Confirmation of your enroliment will be made before the
seminar begins. Right is reserved to limit enroliment or
cancel the seminar.

Participants must bring a hand-held financial calculat<r,
the HP-12C or HP-38C calculators are prefered.



Instructor

C. Gordon Blackadar
Vice-President, Real Estate Investments
Metropolitan Life Insurance Company.

Mi Blackadar, a Member of the American Society of
appraisers, joined Metropolitan Life Insurance Company
ir 1969 and is currently Vice-President in the Real Estate
Investments Department. Since 1976, he has been one
of three members that comprise the Department’s Real
Estate Investments Committee. This Committee at Met-
tropolitan serves the role filled by Chief Appraiser at
other companies. As such, it reviews all investments
rccommended by the Department to the Investment
Committee of Metropolitan's Board of Directors. Pre-
viously, Mr. Blackadar was Appraiser in Metropolitan’s
Southern Territory Office in Atlanta and was in charge
¢ionvestments in the State of Georgia, Kentucky and
Tonnessee.

N1 Blackadar's accomplishments at Metropolitan in-
clude the design of the computer program for Joint
Venture Profitability and Yield to Date which since 1975
nas been used to evaluate joint venture portfolio per-
formance. He is the author of "Dynamic Capitatization,”
2 monograph recently published by Metropolitan in June,
1981. He has been awarded Metropolitan’s Special
Achievement Compensation Award in recognition of
this achievement. He has also designed a computer pro-
qram used at Metropolitan utilizing the principles of
“Dynamic Capitatization.™

Mr Blackadar began his appraisal career in 1950 as an
eimmployee of the J. K. Powell (MAl) Company of New
Brunswick, New Jersey. He later was State Superin-
tendent (New Jersey) for the J. M. Clemenshaw Company
{Cleveland, Ohio). In this capacity he participated in the
reevaluation of more than 60 municipalities and/or coun-
s in New Jersey, Delaware and New York and qualified
A oxpert witness in defense of the company’s valuations.

M Blackadar holds an A.8. Degree from Princeton Uni-
Vo rSity

Seminar Agenda

Sunday: Registration

Monday:
AM. introduction
The Nature of Capitalization
The Dynamics of Investment Real Estate
Actuarial Theory of Interest
international Actuatial Notation
P.M. Measures of Interest
Value
The Dynamic Model
Aigorithms for the Theory of Interest
Tuesday:

AM. The Nature of the Annuity-Certain
The Valuation of Annuities
Practical Examples

PM Varying Annuities
Forces of Increase and Decrease
The Nature of Inflation

Three Types of Cash Flow in Inflationary En-

vironments

Wednesday:

AM The Dynamic Capitalization Formula
Ilfustrative Exercises

P.M More lilustrative Exercises

Thursday:
AM Case Studies
P.M. More Case Studies

Friday:

AM Review
Summary and Wrap-up

Registration Form

Return registration form and make check payable to:

BASE (Business Alumni Supporting Education)
Graduate School of Business

1155 Observatory Drive, Rm. 118

Madison, W} 53706

Fees: $475(Includes seminar materials)
$280 (Meals and Lodging)

Enclosed is my check for $
covering registration fees.

Name (Please Print)

Title

Company

Address o City
State Zip Phone

(0 The Follansing grson
inar. Plezse send

Title

Company

Address City

State ) Zip Phone



General Information

Who Should Participate: These seminars are designed
to provide an intensive introduction to essential com-
ponents of the real estate development process. Content
of the seminars is designed for those individuals em-
barking on a career in the development industry and
who seek to broaden their analytical skills as well as an
understanding of their applicability to the overall real
estate process. Real estate development personnel,
appraisers, consultants, private and institutional in-
vestors, and lenders will benefit from this excellent
introduction to specific aspects of development.

Location: The seminars will be held at Lowell Hall Center,
610 Langdon Street or J.F, Friedrick Center, 1950 Willow
Drive, where lodging and meals will be provided. Indivi-
dual dates are:

105 COMMERCIAL CONSTRUCTION VOCABULARY
Time: October 19-20, 1983. Registration will be from
4-7 p.m. Tuesday, October 18. Sessions will be con-
ducted from 8:30-noon and 1:00-5:00 Wednesday and
Thursday.

Place: Lowell Hall Center

Seminar Fee: The full fee of $260 is payable in advance
and includes tuition and materials. Lodging Tuesday
and Wednesday evenings. Dinner Tuesday, three
meals on Wednesday, and breakfast and lunch on
Thursday will be $90. Sleeping accommodations are
single-occupancy rooms.

302 BASIC PRINCIPLES OF FINANCING INCOME
PROPERTY DEVELOPMENT

Time: November 7-8, 1983. Registration will be from
4-7 p.m. Sunday, November 6. Sessions will be con-
ducted from 8:30-noon and 1:30-5:30 Monday and
Tuesday.

Place: J.F. Friedrick Center

Seminar Fee: The full fee of $260 is payable in ad-
vance and includes tuition and materials. Lodging
Sunday and Monday evenings. Dinner Sunday, three
meals on Monday, and breakfast and lunch on Tues-
day will be $90. Sleeping accommodations are single-
occupancy rooms.

403 LI?E)F\J%'NCREMENT FINANCING OF REDEVELOP-

Time: November 9-10, 1983. Registration will be from
4-7 p.m. Tuesday, November 8. Sessions will be con-
ducted from 8:30-noon and 1:30-5:30 Wednesday
and Thursday.

Place: J.F. Friedrick Center

Seminar Fee: The full fee of $260 is payable in ad-
vance and includes tuition and materials. Lodging
Sunday and Monday evenings. Dinner Sunday, three
meals on Monday, and breakfast and lunch on Tues-
day will be $90. Sleeping accommodations are single-
occupancy rooms.

Persons who preregister but are unable to attend will,
on application in writing, receive a refund of the seminar
fee. All refunds will be processed by mail after the semi-
nar has been concluded. Partial seminar fees or refunds
cannot be accepted or handied.

Confirmation of your enrollment will be made before the
seminar begins. Right is reserved to fimit enroliment or
cancel the seminar.

The
School
of Business

University of Wisconsin-Madison

Real Estate
Executive Management
Seminar Series

presents

A SeminarIn
BUILDING COMPONENTS MATERIAL
AND CONSTRUCTION VOCABULARY

taught by
JAMES CANESTARO, A.L.A.

Associate Professor, College of Architecture
Virginia Polytechnic Institute and State University
Blacksburg, Virginia

October 19-20, 1983

A SeminarIn
BASIC PRINCIPLES OF FINANCING
" INCOME PROPERTY DEVELOPMENT

taught by

DR.JAMES A. GRAASKAMP and
DR. MIKE E. MILES

Chairperson and Professor
Real Estate and Urban Land Economics
University of Wisconsin School of Business

November 7-8, 1983

A Seminarin
TAX INCREMENT FINANCING OF
REDEVELOPMENT

taught by

RICHARD GEORGE, ESQ. and
RICHARD A. LEHMANN, ESQ.

Vice President - First Wisconsin Bank
Partner, Kassner & Lehmann

November 9-10, 1983

Sponsored by:

Center for Advanced Studies
Department of Rea! Estate and
Urban Land Economics
Graduate School of Business
University of Wisconsin-Madison



Instructors

b et
Professor James A. Graaskamp
Professor James A. Graaskamp is nationally known both
for his seminars in real estate and for his consulting on

matters of real estate feasibility, court room valuation,
and investment strategy.

His education includes a Ph.D. in Real Estate and Risk
Management from the University of Wisconsin,
Madison, in 1964; an MBA in Securities Analysis and In-
vestment from Marquette University, Milwaukee, in 1957;
and an AB in English and Creative Writing from Rollins
College, Winter Park, Florida, in 1955. He has won many
academic honors including teaching awards for his
courses in Urban Land Economics, Real Estate Invest-
ment, Finance, Marketing Research, and Contemporary
Appraisal. His research interests range from urban tdx
assessment to wilderness appraisal.

Experience in private industry has included land
development, co-ownership of a home building firm, and
of a nationally known consulting firm, Landmark
Research, Inc. He is presently a Trustee of the Urban
Land Institute and member of the Board of First Asset
Realty Advisors, a wholly owned subsidiary of First Min-
neapolis Bank. He was formerly the Treasurer of the
Wisconsin Housing Finance Authority. He holds
designations of CRE, SREA, CPCU, and Realtor.

Mike E. Miles, Ph.D.

Professor, Real Estate Finance
Graduate School of Business
University of Wisconsin, Madison

Mike E. Miles is a Texan with an MBA from Stanford
University in Finance and Accounting and a Ph.D. from
the University of Texas at Austin in Real Estate and
Finance. He formerly developed the Real Estate and
Banking MBA programs at the University of North Caro-
lina in Chapel Hill. In addition to a distinguished aca-
demic career, he has worked for a development com-
pany and served as his own development contractor.
He is nationally known for his work in pension fund real
estate portfolio investment.

Seminar Agenda

BASIC PRINCIPLES OF FINANCING
INCOME PROPERTY DEVELOPMENT

Monday, November 7, 1983

8:30 AM.

9:30
10:15
10:30

Noon

1:00 P.M.

2:30
3:00
3:15

Basic Elements and Strategy of
Mortgage Loan

Risk Management Issues
Coffee Break

Basic Cash Flow Format for Rental
Income Property

Lunch

Constructing Rent Roill

1. Lease Analysis

2. Projecting Rental Increases

3. Projecting Expense Pass-throughs

Projecting Expenses
Break

Straight Mortgage Loan - Suburban
Office Building Case

Tuesday, November 8, 1983

8:30 A.M.

10:15

©10:30

Noon

1:00 P.M.

3:50

The Construction Loan

1. Risk Analysis

2. Letter of Commitment

3. Tripartite Agreement

4. Construction Loan Draw Process

Coffee Break

Closing the Permanent Loan

1. Pre-closing Conditions

2. Perfecting Claims on Collateral
3. Extinguishing Mechanics Liens
4. Protocol of Closing

Lunch

Development of Participating Loan
1. Historical Origins & Precedents
2. Income Participations

3. Equity Participations

4. Convertible Loans

Seminar Concluded



Instructor

Professor James C. Canestaro

James C. Canestaro is a registered architect in Virginia

and Wisconsin and a Corporate Member of the American
Institute of Architects. He is presently an associate
professor and teaching in the College of Architecture
at Virginia Polytechnic Institute and State University in
Blacksburg, Virginia. His Bachelor of Architecture degree
was received at Notre Dame, and Masters Degrees in
Architecture and Urban Planning were earned at the Uni-
versity of lllinois-Urbana. He is presently completing a
Ph.D. in Real Estate at the Graduate School of Business,
University of Wisconsin-Madison.

Professor Canestaro has been a member of the Archi-
tecture and Finance Department faculty at the University
of illinois, and of the Department of Real Estate and
Urban Land Economics, Graduate School of Business,
University of Wisconsin-Madison. He presently teaches
courses in Project Feasibility Analysis, Residential
Property Development, Commercial Property Develop-
ment, and Real Estate Investment Analysis.

Professor Canestaro is the author of several books on
the subject of project cost-benefit and feasibility analy-
sis. He is actively involved in his own private architectural
consulting firm which specializes in project feasibility
and market analysis, property valuation, and pre-
architectural programming studies.

Seminar Agenda

“EVALUATING COMMERCIAL CONSTRUCTION”

First Day (August 22, 1983) Second Day
Registration 8:00-9:00 a.m. (August 23, 1983)

I. Introduction I1l. Envelope (continued)

1.1 Architectural 3.3 Roofing
Blueprints Built Up
1.2 Environmental Membrane
Factors Metal
1.3 Site Conditions Shingles
1.4 Site Work 3.4 Moisture Proofing
1.5 Historical Styles 3.5 Insulation
II. Structures 3.6 Expansion Joints
2.1 Introduction IV. Enciosure
2.2 Substructure 4.1 Doors
Pilings 4.2 Windows
Grade Beams 4.3 Partitions
Slab on Grade Drywall
Footings Gypsum Lath and
Foundations Plaster
2.3 Steel Masonry
Framing 4.4 Interior Finishes
Trusses 4.5 Suspended
Bar Joist Ceilings
Steel Decking 4.6 Flooring
Lightweight 4.7 Soundproofing
Framing 4.8 Circulation
Lunch 12:30 - 1:30 p.m. Stairs
Elevators
. 2.4 Concrete Escalators
Godrmns Lunch 12:30- 1:30 p.m.
Ribbed One-Way V. Environmental
Slabs Systems

Two-Way Slabs 5.1 Introduction

Post Tension 5.2 Electrical
Pre-Cast 5.3 Communications
Pre-Cast Tilt-Up 54 Sewer

2.5 Wood Sanitary
Post and Beam Storm
Framing Septic
Trusses 5.5 Water

2.6 Masonry Supply
Concrete Block Fire Protection
Brick 5.6 Mechanical
Stone Systems

Electrical Heat
" g.qv%lg?t%in Wall Electrical Air

Brick Conditioning
Stone Hydronics
Pre-Cast Chilled Water
Concrete Forced Air
Glass Solar
Metal Heat Pump

3.2 Facia and Soffet Vi. Conclusions

j . 6.1 Building Con-
Adjourn 5:30 p.m. Construction

Evolution
Adjourn 5:30 p.m.



Instructors

Richard D. George
Vice President, Municipal Finance

First Wisconsin Bank

Milwaukee, Wisconsin

Richard D. George is a magna sum laude graduate of
the Syracuse University College of Law. Prior to joining
Madsen, George was a partner in the law firm of Foley
& Lardner specializing in real estate and governmental
finance, and served from 1976-1978 as Executive Director
and General Counsel of the Wisconsin Housing Fi-
nance Authority. He has actively represented contractors,
municipalities, developers, lenders and owners in con-
nection with their construction and financing programs.

Richard A. Lehmann
Kassner & Lehmann
6629 University Avenue
Middleton, Wisconsin 53562

Richard A. Lehmann holds degrees from the University
of Wisconsin in Urban Planning and in Law. He is a
former research director of the State of Wisconsin Local
Affairs and Development agency, and former Madison
alderman. Prior to entering law practice he was an Asso-
ciate Professor with the University of Wisconsin Exten-
sion. His law practice includes representation of muni-
cipalities, planning and development agencies and cor-
porations and development groups. Member, Urban Land
Institute, American Planning Association.

Seminar Agenda

TECHNIQUES AND PROBLEMS IN
TAXINCREMENTAL FINANCING

{(Emphasizing Wisconsin, lowa, lllinois and Minnesota)

9:30 a.m.

9:45

11:30
12:00

1:00 p.m.

~4:30

5:30
6:30

8:30a.m.

9:30
10:00
10:30

11:30
12:00

1:00 p.m.

3:00
3:30
4:00

November 9-10, 1983
Wisconsin Center
Madison, Wisconsin

WEDNESDAY, NOVEMBER 9, 1983
Welcome; Introduction - Professor Graaskamp
Introduction to Tax Increment Financing -
Attorney Lehmann
History
Elements of Tax Increment Financing
Legal Structure; Legal Issues
The Broader Context of Public-Private Partnership
Development
Closely Related Programs: Special Assessment
Bonding; Industrial Development Bonding; others
Federal Tax Treatment of Municipal
Development Project Bonds; Historical Overview
History and Extent of TIF Financing in Upper
Midwest States
Question/Discussion Period
Luncheon
In-depth Exploration of Three Projects where TIF
was used in Conjuction with other Supporting Pro-
grams - Attorney George and Guest Presenters
Madison’s Capitol Centre Project
(Twin Cities project: Meredith Lincoln)
(Illinois Project)
Question/Discussion Period
Social Hour
Dinner

THURSDAY, NOVEMBER 10, 1983

Current and Future Federal Law “‘Environment” for
Tax Increment Financing - Attorney George
Question/Discussion Period
Break
Marketing Aspects of Tax Increment Debt -
Guest Presenter
Credit Rating Agencies; Principal Techniques
and Consequences
Credit Enhancement Measures: Letters of
Credit; iInsurance
Question/Discussion Period
Luncheon
State by State Review: Four Upper Midwestern
States - Attorney Lehmann; Attorney George;
Attending Seminar Members
Legal Structure
Practice
Explanation for Differences
Interaction of State and Federal Reguirements
and Future Prospects
Question/Discussion Period
Synthesis and Summary - Professor Graaskamp
Adjournment



General Information

Who Should Participate: These seminars are designed to provide
an intensive introduction to essential components of the real
estate development process. Content of the seminars is designed
for those individuals embarking on a career in the development
industry and who seek to broaden their analytical skills as well
as an understanding of their applicability to the overall real estate
process. Real estate development personnel, appraisers, consul-
tants, private and institutional investors, and lenders will bene-
fit from this excellent introduction to specific aspects of develop-
ment.
Location: The seminars will be held at Lowell Hall Center, 610
Langdon Street, Madison, where lodging and meals will be pro-
vided. Individual dates are:
APPRAISAL REPORTS; CRITIQUE & PURCHASE
Time: January 24-26, 1984. Registration beginning at 4:30
Tuesday and sessions will be conducted Tuesday evening
after dinner, Wednesday until 5:00 p.m. and Thursday until
4:00 p.m. to provide convenient trave! connections. Certifi-
cates will be awarded and each course provides 12 CEU’s.
Place: Lowell Hall Center.
Seminar Fee: The full fee of $260 is payable in advance and
includes tuition and materials. Lodging Tuesday and Wed-
nesday evening, dinner on Tuesday, three meals on Wed-

nesday, and breakfast and lunch on Thursday will be $90."

Sleeping accommodations are single-occupancy rooms

with private bath.

108 REAL ESTATE ANALYSIS WITH THE IBM PERSONAL
COMPUTER (LIMIT 25)

Time: January 26-28, 1984. Registration will be from 3:00-
5.00 p.m. Thursday, January 26. Sessions will be conducted
from 8:30-noon and 1:30-5:00 p.m. Friday and Saturday.
Piace: Lowell Hall Center
Seminar Fee: The full fee of $260 is payable in advance and
includes tuition and materials. Lodging Tuesday and Wed-
nesday evening, dinner on Tuesday, three meals on Wed-
nesday, and breakfast and lunch on Thursday will be $90.
Sleeping accommodations are single-occupancy rooms
with private bath.

THE PENSION IMPACT ON REAL ESTATE FINANCE

Time: February 1-3, 1984. Registration will be from 5:00-
6.00 p.m. Wednesday, February 1. Sessions will be con-
ducted from 7:00-9:00 p.m. on Wednesday, 8:30-noon and
1:30-5:00 p.m. Thursday and Friday.
Place: Lowell Hall Center.
Seminar Fee: The full tee of $260 is payable in advance and
includes tuition and materials. Lodging Wednesday and
Thursday evenings, dinner Wednesday, three meals on
Thursday, and breakfast and lunch on Friday will be $90.
Sleeping accommodations are single-occupancy rooms
with private bath.
Persons who preregister but are unable to attend will, on appli-
cation in writing, receive a refund of the seminar fee. All refunds
will be processed by mail after the seminar has been concluded.
Partial seminar fees or refunds cannot be accepted or handled.
Confirmation of your enroliment will be made before the seminar
begins. Right is reserved to limit enroliment or cancel the seminar.

= ¥J 'he
= 9 School
of Business

University of Wisconsin-Madison

Real Estate
Executive Management
Seminar Series

Dresents

A Seminar(n
APPRAISAL REPORTS;
CRITIQUE & PURCHASE

taught by

DR.JAMES A. GRAASKAMP
Ph.D., CRE, SREA

Chairperson, Real Estate and Urban Land Economics
University of Wisconsin School of Business

January 24-26, 1984

A Seminar In
REAL ESTATE ANALYSIS WITH
THE IBM PERSONAL COMPUTER

taught by
DR. MICHAEL ROBBINS

Assistant Professor, Real Estate
and Urban Land Economics
University of Wisconsin School of Business

January 26-28, 1984

A SeminarIn
THE PENSION IMPACT ON
REAL ESTATE FINANCE
taught by

DR. MIKE E. MILES

Professor, Real Estate Finance
University of Wisconsin School of Business

February 1-3, 1984

Sponsored by:

Center for Advanced Studies
Department of Real Estate and
Urban Land Economics
Graduate School of Business
University of Wisconsin-Madison



Instructor

Protessor James A. Graaskamp

Professor James A. Graaskamp is nationally known both
for his seminars in real estate and for his consulting on
matters of real estate feasibility, court room valuation,
and investment strategy.

His education includes a Ph.D. in Real Estate and Risk
Management from the University of Wisconsin,
Madison, in 1964; an MBA in Securities Analysis and In-
vestment from Marquette University, Milwaukee, in 1957;
and an AB in English and Creative Writing from Rollins
College, Winter Park, Florida, in 1955. He has won many
academic honors including teaching awards for his
courses in Urban Land Economics, Real Estate Invest-
ment, Finance, Marketing Research, and Contemporary
Appraisal. His research interests range from urban tax
assessment to wilderness appraisal.

Experience in private industry has included land
development, co-ownership of a home building firm, and
of a nationally known consulting firm, Landmark
Research, Inc. He is presently a Trustee of the Urban
Land Institute and member of the Board of First Asset
Realty Advisors, a wholly owned subsidiary of First Min-
neapolis Bank. He was formerly the Treasurer of the
Wisconsin Housing Finance Authority. He holds
designations of CRE, SREA, CPCU, and Realtor.

Seminar Agenda

APPRAISAL REPORTS; CRITIQUE & PURCHASE

Overview: This course is designed for accountants, mortgage
underwriters, lawyers, investors, project managers, and others
who must understand the terms of art in appraisal, the appro-
priate conditions and assumptions which may qualify an apprai-
sal report, the alternative definitions of what is value and what
is to be valued, as well as contemporary modification of the
appraisal process which can make the appraiser more effective
and valuable in the real estate decision process. Once the re-
lationship of the problem for which an appraisal is required is
understood, an appraiser can be engaged in a manner consis-
tent with the conditions appropriate to the following:

The course counts for 12 CEU'’s.

Tuesday, January 24
4:30-5:30 p.m. Registration

5:00-6:00 p.m. Dutch Treat Cocktail Mixer
6:00-7:00 p.m. Dinner
7:00-8:30 p.m. Course Introduction Lecture

Wednesday, January 25
8:30 a.m. Decision Models & the Appraisal Process
Origins of the Three Approaches to Value
Appraisal Definitions & Their Implications
10:15 Coffee Break
10:30 Matching the Issue, the Definition of Value & the
Description of What is to be Valued
12:00 Lunch
1:00 p.m. AVCritique of the Market Comparison Approach to
alue
1. Choosing the Unit of Market Comparison
. Choosing the Method of Adjustment for Differ-
ences
. Attributing Price to Components of Purchase

. Strengths & Weaknesses of Statistical Meth-
ods

5. Contemporary Methods
3:00 Break
3:15 Elements of the Cost Approach
Use of Computer Services
Pitfalls in the Application of Cost Systems
Legal and Theoretical Problems of Reliance on the
Cost Approach
5:00 Adjourn - Cocktails and dinner

Hw N

Thursday, January 26

8:30 a.m. Elements of the Income Approach
Requirements of an Appraisal Rent Roll
Requirements of an Appraisal Vacancy Study
Reguirements of Operating Expense Scheduie

10:15 Coftee Break

10:30 Dangers of Simple Capitalization Methods
Use of Broker Pricing Methods
Transition to Cash Flow Forecasting
Testing Income Vaiue Conclusions

12:00 Lunch

1:00 p.m. Residential Relocation Appraisals for Corporate
Employees

2:00 Use of a Letter of Engagement

3:00 Appraiser Liability for Errors, Omissions & Mai-

feasance



Instructor

Mike E. Miles, Ph.D.
Professor, Real Estate Finance
Graduate School of Business
University of Wisconsin, Madison

Mike E. Miles is a Texan with an MBA from Stanford
University in Finance and Accounting and a Ph.D. from
the University of Texas at Austin in Real Estate and
Finance. He formerly developed the Real Estate and
Banking MBA programs at the University of North Caro-
lina in Chapel Hill. In addition to a distinguished aca-
demic career, he has worked for a development com-
pany and served as his own development contractor.
He is nationally known for his work in pension fund rea!
estate portfolio investment.

Overview: This course is designed for real estate brokers,
developers, mortgage bankers, and other real estate
professionals who wish to understand the opportunities
and limitations for real estate finance by means of pen-
sion funds. Pension funds are the new intermediary
institution for both mortgage money and equity invest-
ment. This seminar will examine how the investment of
pension funds will impact on various real estate mar-
kets and identify the various actors in the process of
obtaining finance.

This course counts for 12 CEU's.

Seminar Agenda

THE PENSION IMPACT ON REAL ESTATE FINANCE

Introduction

A. Pension Funds as Investors - The Relative Size Question.

B. Changing Capital Markets - Evaluation in the Context
of Increasing Institutionalization.

C. Thelssues

How much new money in real estate?

What does the pension fund want?

Who makes the decisions?

. Changing regulations and tax laws.

. What will be financed and how will it be financed.

(S N S

What does the pension fund want.
A. Whois the pension fund?
B. Who makes the decisions?
C. Returns
1. Historic
2. Expected
Inflation
1. Actual
2. Unanticipated
E. Diversification
1. General definition
2. The definition for pension funds today
3. Ways to achieve diversification in real estate
F. Directvs. Indirect Investment
1. Incentive for direct
2. Reasons for indirect
3. Directed indirect
G. Regulation
H. Tax Law

o

Investment Managers
A. Who are they and how big are they?
1. Institutions
2. Independents
3. Inside players???
B. Agency issues and changing investment criteria.
1. Overall
2. Compensation systems
a. direct
b. indirect
C. Evaluation methods and periods
1. Stock and bond
2. arbitrage
3. tomorrow
D. Open orciosed end
1. Yesterday
2. Tomorrow
E. Evolving strategies over time - Prisa to Prisa

What does 1t mean?

A. Availability of Financing.

B. Investment manager organizations and vehicles
C. Project Preferences

size

type

. region

. lease

. ownership structure

eveloper expertise

SRLIAINPN

D.



Instructor

Dr. Michael L. Robbins, Ph.D.

Assistant Professor, Dept. of Real Estate
Graduate School of Business
University of Wisconsin - Madison

Dr. Robbins began teaching Real Estate at Wisconsin
in 1973. Currently Dr. Robbins is responsible for the
undergraduate appraisal course as well as the residential
and commercial development courses. Since the early
1970’s Dr. Robbins has developed a large portion of the
software utilized by the real estate department.

Software developed at Wisconsin is incorporated into
all levels of course work. Computer utilization provides
an efficient self-correcting introduction to the concepts
of contemporary real estate analysis theory as taught by
Dr. James A. Graaskamp, based on original work of
Richard U. Ratcliff.

The most recent expansion of computer resources in the
real estate department is the utilization of the micro
computer. Students, under the direction of Dr. Robbins,
are required to develop skills in the use of spreadsheet,
word processing, and data management systems.

Dr. Robbins’ current research interests lie in the area of
pricing roadless wilderness lands of great topographical
and ecological diversity. This special appraisal problem
has received little theoretical or practical development
and consequently has been ignored by appraisers and
the courts.

Dr. Robbins received a B.S. degree in Landscape Archi-
tecture; a joint M.S. degree in Landscape Architecture,
Civil and Environmental Engineering, and Real Estate;
and a Ph.D. degree in Civil and Environmental En-
gineering, all from the University of Wisconsin-Madison.

Seminar Agenda

MICRO COMPUTER APPLICATIONS FOR THE
COMTEMPORARY REAL ESTATE OFFICE

The purpose of this two day seminar is to acquaint the
practicing real estate analyst with the availability of
micro computer software for office use. The attendee
will have the opportunity to evaluate alternative soft-
ware packages through hands-on exposure during the
seminar. The seminar encompasses three critical com-
ponents of the electronic real estate office, i.e. Data
Management, Spreadsheet Analysis, and Word Pro-
cessing.

Program Outline

4:00-7:00 Registration and dinner buffet.

7:00-8:30 Introduction to seminar
Components of the contemporary office
Office Enhancements.

DAY 1
Gearing Up The Office

8:00-9:45 Data Base Management ‘“‘Converting
data to information”

9:45-10:00 Break

10:00-12:00 Data Base Management - Demo Problem
1+ 2.3 & Residential Sales Data

12:00-1:30 Lunch - Guest Speaker
H. Robert Knitter
“Doing MKTCOMP with the I1BM Per-
sonal Computer”

1:30-3:00 Spreadsheet Analysis
“Information evaluation”
3:00-3:15 Break
3:15-5:00 Compare and contrast Demo Problem
1+ 2+ 3(with Graph) and Supercalc
5:00-6:00 Cash Bar
6:00-7:00 Dinner

7:00-10:00 Evening Workshop/Demonstrations
DAY 2

8:00-9:45 Word Processing “Information transfer”
9:45-10:00 Break
10:00-12:00 Compare and contrast - Demo Problem
Wordstar and Proofwriter
12:00-1:30 Lunch - Guest Speaker
Frank Scarpace
“Proofwriter” Enhancements

1:30-3:00 investment Analysis Models
3:00-3:15 Break
3:15-5:00 Investment Analysis Evaluation

The following is a list of most of the programs that will
be available during the financial analysis session:

Supercalc In-House Programs

1+ 2+ 3 Spreadsheet Land Development
Realval Income Capitalization
Superval Lease Analysis
Palmer Berg - Risk Analysis, etc.

Investment Analysis Pac ~ FPL
5:00 Seminar Over



General Information

Who Should Participate: These seminars are designed
to provide an intensive introduction to essential com-
ponents of the real estate development process. Con-
tent of the seminars is designed for those individuals
embarking on a career in the development industry and
who seek to broaden their analytical skills as well as an
understanding of their applicability to the overall real
estate process. Real estate development personnel, ap-
praisers, consultants, private and institutional in-
vestors, and lenders will benefit from this excellent in-
troduction to specific aspects of development.

Location: The seminars will be held at the J.F. Friedrick
Center, 1950 Willow Drive in Madison, Wisconsin, where
lodging and meals will be provided if requested. In-
dividual dates are:

203 LAND USE LAW
Time: March 12-14, 1984. Registration will be from 4-6
p.m. Monday, March 12. Sessions will be conducted
from 8:30-noon and 1:00-5:00 Tuesday and Wed.
Pilace: J.F. Friedrick Center, 1950 Willow Drive
University of Wisconsin, Madison, Wisconsin
Seminar Fee: The fuil fee of $260.00 is payable in ad-
vance and includes tuition and materials. Lodging
Monday and Tuesday evenings, dinner Monday and
Tuesday, breakfasts and lunches on Tuesday and
Wednesday will be $90. Sleeping accommodations
are single-occupancy rooms.

302 BASIC PRINCIPLES OF FINANCING INCOME
PROPERTY DEVELOPMENT
Time: April 9-11, 1984. Registration will be from 4-6
p.m., Monday, April 9. Sessions will be conducted
from 8:30-noon and 1:30-5:30 Tuesday and Wed.
Place: J.F. Friedrick Center, 1950 Willow Drive
University of Wisconsin, Madison, Wisconsin
Seminar Fee: The full fee of $260 is payable in ad-
vance and includes tuition and materials. Lodging
Monday and Tuesday evenings, dinner Monday and
Tuesday, breakfasts and lunches on Tuesday and
Wednesday will be $90. Sleeping accommodations
are single-occupancy rooms.

101 INTRODUCTION TO THE REAL ESTATE
DEVELOPMENT PROCESS
Time: April 24-26, 1984. Registration will be from
4-6 p.m. Tuesday, April 24, Sessions will be con-
ducted from 8:30 a.m.-noon and 1:30-5:30 Wednesday
and Thursday.
Place: J.F. Friedrick Center, 1950 Willow Drive
University of Wisconsin, Madison, Wisconsin.
Seminar Fee: The full fee of $260 is payable in ad-
vance and includes tuition and materials. Lodging
Tuesday and Wednesday evenings, dinner Tuesday
and Wednesday, breakfasts and lunches on Wednes-
day and Thursday will be $30. Sleeping accommoda-
tions are single-occupancy rooms.

Persons who preregister but are unable to attend will, on
application in writing, receive a refund of the seminar
fee. All refunds will be processed by mail after the
seminar has been concluded. Partial seminar fees or
refunds cannot be accepted or handied.

Confirmation of your enroliment will be made before the
seminar begins. Right is reserved to limit enroliment or
cancel the seminar.

The
School
of Business

University of Wisconsin-Madison

Real Estate
Executive Management
Seminar Series

presents
A Seminar in
LAND USE LAW
taught by
RODERICK J. MATTHEWS,

Attorney Lecturer, Real Estate and
Urban Land Economics
University of Wisconsin School of Business

March 12-14, 1984

A Seminar in
BASIC PRINCIPLES OF FINANCING
INCOME PROPERTY DEVELOPMENT
taught by

DR. JAMES A. GRAASKAMP
DR. MIKE E. MILES

Chairperson and Professor
Real Estate and Urban Land Economics
University of Wisconsin School of Business

April 9-11, 1984

A Seminar in

INTRODUCTION TO THE REAL ESTATE
DEVELOPMENT PROCESS

taught by
DR. JAMES A. GRAASKAMP

Chairperson
Real Estate and Urban Land Economics
University of Wisconsin School of Business

April 24-26, 1984

Sponsored by:
Center for Advanced Studies
Department of Real Estate and Urban Land Economics
Graduate School of Business
University of Wisconsin-Madison



Instructor

Roderick J. Matthews

Roderick J. Matthews is a
pragmatic practicing attorney
who has taught real estate law
and land use at the University of
Wisconsin School of Business
since 1974. In addition,
Matthews has frequently taught
land use law at the UW Law
School. He received BA in
economics from the University
of Wisconsin, and his law degree
from the Harvard Law School.

Matthews has focused on land use and real estate at the
law firm of Sieker and Matthews in Madison. He has
structured his courses on the practical lessons of this
lawyering experience. He also brings the local govern-
ment perspective to his teaching by utilizing expertise
developed during his 10 years as a member of the Dane
County Board of Supervisors and his two terms as its
Chairman.

An example of this local government land use ex-
perience is his chairing of the National Association of
Counties Special Antitrust Committee, which focuses
on the land use implications of the recent Boulder case.

“Current Cases and Procedural Trends in Land Use
Control Law’ is a timely and practical business review
of trends in local governmental land use control law. It
will point out the land use pitfalls placed in the path of
the developer, the business person, the banker, and the
neighbor. More importantly, it will point out how to avoid
these pitfalls.

The course counts for 10 hours CEU's.

Seminar Agenda

LAND USE LAW

Monday, March 12
4-6 p.m. Registration

7-8:30 p.m. Introduction to the Seminar

Tuesday, March 13

8:30 a.m. THE TAKING ISSUE 1984: how far can
local government go before land use
regulations result in taking and the need
for compensation?

10:00 a.m. Break

10:30 a.m. Case studies:
1. Green spaces
2. Wetlands

Noon Lunch

1:00 p.m. HISTORIC PRESERVATION: what is the
line between historic buildings and
economically unfeasible buildings?

2:45 p.m. Break

3:00 p.m. Case studies:
1. Grand Central Station 1984
2. Historic district regulations and
ordinances.

Wednesday, March 14

8:30 a.m. ZONING AND PEOPLE: how far can zon-
ing go beyond basic {and use planning?
For example, when must the zoning ad-
ministrator check on who lives with
whom, how can local government handle
adult entertainment, and can the city
zone pac-man away from the kids.

10:00 a.m. Break
Noon Lunch

1:00 p.m. ZONING AND BUSINESS: what is the
current status of anti-trust law and the
land use law? Under what circumstances
will a property owner be awarded a
treble damage judgment against a local
government?

2:45 p.m. Break

3:00 p.m. The mixes in mixed use zoning: are zon-
ing requirements becoming more or less
flexible — what is the trend? Becoming
more realistic, or more inflexible?

5:00 p.m. Seminar Concludes



Instructor

Seminar Agenda

STEPHEN P. JARCHOW
PARTNER/VICE PRESIDENT — FINANCE
Lincoln Property Company, Inc.
Foster City, California

Stephen P. Jarchow is a partner in Lincoln Properties
of Foster City, California, responsible for financial
management, including debt and equity relationships.
Mr. Jarchow was born in Madison, Wisconsin, and
graduated from the University of Wisconsin-Madison in
1976 with a Masters of Science in Business-Real Estate
Analysis, and also a degree in Law. Before joining
Lincoln Property Company in May, 1981, Jarchow prac-
ticed law in Dallas, Texas for two years specializing in
the tax and securities aspects of real estate transac-
tions. Prior to that time, Mr. Jarchow practiced law for
three years with a firm in Milwaukee, Wisconsin. Mr.
Jarchow is a Certified Public Accountant and has
taught at the University of Wisconsin and Southern
Methodist University on the subjects of taxation, real
estate law and international finance.

Mr. Jarchow’s responsibilities at Lincoln Properties
consist of assisting his partners in finding suitable fi-
nancing for their developments and coordinating acqui-
sitions, financings and equity syndications. In this
position Mr. Jarchow handles negotiations with lenders,
underwriters and other capital sources, both domestic
and foreign. Mr. Jarchow is a partner in over seventy-five
Lincoln developments including residential, commercial
and industrial projects and has also acted as an inde-
pendent consultant to real estate developers, syndica-
tors and investors.

Stephen Jarchow is a member of the Wisconsin, Texas
and American Bar Associations. He is a Contributing
Editor on Real Estate Syndications in Real Estate
Review.

This course counts for 10 CEU's.

REAL ESTATE FINANCE 502
APARTMENT PROJECT FINANCE AND SYNDICATION

Wednesday, May 16:

4-6 p.m. Seminar Registration

6-7 p.m. Dinner

7-8:30 p.m. Introduction to the Seminar

Thursday, May 17:
8:30 a.m.  Overview of U.S. Real Estate Markets
1. The Market Segments
2. Current Trends
3. The Apartment Development Business
10:00 a.m. Break
10:15 a.m. Apartment Financing Alternatives
1. GNMA Tandem Financing
2. FSLIC/FDIC Bond Program
3. FHA Bond Program
4. Institutional Guarantee Bond Program
5. Other Collateral for Bonds
Noon LUNCH
1:00 p.m. Apartment Financing Alternative (Cont.)

1. Conventional Debt Financing in General *

2. Convertible Mortgages
3. Joint Venture - All Cash
4. Joint Venture - With Debt
5. Land Sale/Leaseback Loan
3:00 p.m. Break
3:15-5 p.m. Apartment Financing Alternatives (Cont.)
1. Bullet Loans
2. Misc. Financing Considerations
3. Refinancing Considerations

Friday, May 18:
8:30 a.m.  Syndication: A Capitalization Approach
1. The Business Reasons
2. Fundamental Business Considerations
3. Choice of Business Entity
4. Tax Structuring
10:00 a.m. Break
10:15 a.m. Syndication: A Capitalization Approach
(Cont.)
1. Securities Laws
2. Accouting
3. Legal Counsel
4. Investor Concerns

Noon LUNCH

1:00 p.m. The Major Markets and Apartments
1. New York 6. Phoenix
2. Chicago 7. Denver
3. Datlias 8. Los Angeles
4. Houston 9. San Francisco
5. Atlanta

3:00 p.m. Break
3:15p.m.  The Future
5:00 p.m. End
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General Information

Who Should Participate: These seminars are designed
to provide an intensive introduction to essential com-
ponents of the real estate development process. Content
of the seminars is designed for those individuals em-
barking on a career in the development industry and
who seek to broaden their analytical skills as well as an
understanding of their applicability to the overall real
estate process. Real estate development personnel,
appraisers, consultants, private and institutional in-
vestors, and lenders will benefit from this excellent
introduction to specific aspects of development.

Location: The seminars will be held at the J.F. Friedrick
Center, 1950 Willow Drive in Madison, Wisconsin, where
lodging and meals will be provided if requested. In-
dividual dates are:

404 OFFICE MARKETING AND LEASING

Time: May 8-10, 1984. Registration will be from 4-6
p.m. Tuesday, May 8. Sessions will be conducted
from 8:30 a.m. to noon and 1:00 to 5:00 p.m. Wednes-
day and will adjourn at 3:00 p.m. on Thursday.

Place: J.F. Friedrick Center, 1950 Willow Drive
University of Wisconsin, Madison, Wisconsin

Seminar Fee: The full fee of $260.00 is payable in ad-
vance and includes tuition and materials. Lodging
Tuesday and Wednesday evenings, dinner Tuesday
and Wednesday will be $90. Sleeping accommoda-
tions are single-occupancy rooms.

502 APARTMENT PROJECT FINANCE
AND SYNDICATION

Time: May 16-18, 1984. Registration will from 4-6 p.m.
Wednesday, May 16. Sessions will be conducted from
8:30 a.m. to noon and 1:00 to 5:00 p.m. Thursday and
Friday.

Place: J.F. Friedrick Center, 1950 Willow Drive
University of Wisconsin, Madison, Wisconsin

Seminar Fee: The full fee of $260.00 is payable in ad-
vance and includes tuition and materials. Lodging
Wednesday and Thursday evenings, dinner Wednes-
day and Thursday evening will be $90. Sleeping ac-
commodations are single-occupancy rooms.

Persons who preregister but are unable to attend will, on
application in writing, receive a refund of the seminar
fee. All refunds will be processed by mail after the
seminar has been concluded. Partial seminar fees or
retunds cannot be accepted or handled.

Confirmation of your enroliment will be made before the
seminar begins. Right is reserved to limit enroliment or
cancel the seminar.

CLINTON A. MILLER
VICE PRESIDENT, DIRECTOR OF MARKETING
United Properties
Minneapolis, Minnesota

Clinton A. Miller is Vice President, Director of Marketing
for United Properties, Minneapolis, Minnesota. In this
capacity, he is responsible for leasing, brokerage, mar-
ket research, and promotion for United Properties and
its clients. Mr. Miller was born in St. Paul, Minnesota
and is a 1973 graduate in business administration from
the University of Minnesota, Duluth. Miller joined United
Properties in 1980 following two years of national mar-
keting responsibilities with the wholly-owned real estate
subsidiary of Honeywell. Prior to that he spent six years
in sales and sales management for major accounts with
Xerox Corporation.

United Properties, a division of The Northiand Company,
is also affiliated with Northland Mortgage Company,
Northiand Insurance Company, and Universal Title Com-
pany. The firm owns or manages in excess of 2.8 million
square feet of commerical space in the Twin Cities Met-
ropolitan area, which makes it one of the largest prop-
erty landlords in the area. Since 1973, the company has
developed for its own account over 1.3 million square
feet of new space, primarily in suburban office buildings.
United properties also has an additional 650,000 square
feet of office space under development and owns or
markets approximately 350 acres of development land
in the Twin Cities.

Mr. Miller's professional affiliations include the Greater
Minneapolis Board of Realtors, National Association of
Industrial and Office Parks, and the National Associa-
tion of Corporate Real Estate Executives.

Seminar Agenda

MARKETING 404
OFFICE MARKETING AND LEASING

WHO SHOULD PARTICIPATE:

The seminar content is designed to provide a thorough
introduction to office space marketing and leasing. This
session would be useful for anyone with an interest in
the development, ownership, leasing or management
of commercial and industrial property. It provides prac-
tical and up-to-date information for the real estate
practitioner who wants to continually develop and im-
prove the strategies involved in the marketing of com-
mercial space.

OVERVIEW:

The course conveys many industry techniques which
have proven successful in the marketing effort. Includ-
ed in the seminar is a detailed ook at the comprehen-
sive marketing plan for Northland Executive Office
Center, a 470,000 square foot Class A executive office
complex on a major freeway interchange in suburban
Minneapolis.

This course counts for 10 CEU’s.

Tuesday, May 8:

4-6 p.m. Seminar Registration
6-7 p.m. Dinner
7-8 p.m. Course Introduction

Wednesday, May 9:
8:30 a.m. The Company Marketing Plan
The Foundation of
the Entire Marketing Effort
10:15a.m. Break
10:30 a.m. Market Research
Knowing Your Clients, Product,
Competition, and Marketplace
Noon LUNCH
1:00 p.m. The Comprehensive Marketing Plan
Northiand Executive Office Center,
Bloomington, Minnesota
3:00 p.m. Break
3:15p.m.  Marketing Plan (Cont.)

Thursday, May 10:

8:30 a.m.  Locating Prospects;
Leasing Agent Preparation, Canvassing,
Merchandising the Space

10:15 a.m. Break

10:30 a.m. Special Campaigns, Sales Contests,
Broker Program

Noon LUNCH

1:00 p.m.  Professional Selling/Negotiating Skills

Questions & Answers
3:00p.m. End



General Information

Who Should Participate: The purpose of this two day seminar
is to acquaint the practicing real estate analyst with the avail-
ability and utilization of micro-computer software for real estate
analysis. The attendee wili have the opportunity to evaluate alter-
native software packages through hands-on use during the
seminar.

The seminar facility will provide for a maximum ratio of two
attendees per micro-computer., With this extensive hands-on
utilization, it is expected that all attendees have a working
understanding of the IBM-PC or look-alike. At a minimum, an
attendee should have an experience level obtained in the pre-
ceding conference “Micro Computer Applications for the Con-
temporary Real Estate Otfice.”

108 - REAL ESTATE ANALYSIS WITH THE IBM/PC

Time: June 17 - 19, 1984. Registration will be from
4 . 6 p.m. Sunday, June 17. Sessions will be conducted from
7 - 9 p.m. on Sunday, from 8 a.m, to 6 p.m. on Monday, and
from 8 a.m. to 5 p.m. on Tuesday.

Classroom: Wisconsin Center, 702 Langdon Street,
Madison, W
Lodging: Madison Inn, 601 Langdon Street,
Madison, Wi
Seminar Fee: The full fee of $300 is payable in advance
and includes tuition and materials. Lodging Sunday and
Monday evenings, dinner Sunday, breakfast and lunch on+
Monday and Tuesday will be $90.
Sleeping Accommodations: Single occupancy rooms are
located at the Madison [nn, 601 Langdon Street, Madison.

209 - MODELING REAL ESTATE PROBLEMS ON IBM/PC

Time: June 19 - 21, 1984, Registration will be from 4 - 6 p.m.
Tuesday, June 19. Sessions will be conducted from 8:30 a.m.
to 6 p.m. Wednesday and Thursday.
Classroom: Wisconsin Center, 702 Langdon Street,

Madison, Wi
Lodging: Madison Inn, 601 Langdon Street,

Madison, W
Seminar Fee: The full fee of $300 is payable in advance
and includes tuition and materials. Lodging Tuesday and
Wednesday evenings, dinner Tuesdag, breakfast and lunch
on Wednesday and Thursday will be $90.
Sleeping Accommodations: Single occupancy rooms are
located at Madison Inn, 601 Langdon Street, Madison.

105 - INTRODUCTION TO COMMERCIAL CONSTRUCTION
TECHNIQUES (SLIDES, CRITIQUES, AND CASE STUDIES)

Time: July 11 - 13, 1984. Registration will be from 4-6 p.m.
Wednesday, July 11. Sessions will be conducted from 8:30
a.m. to 5:30 p.m. on Thursday and Friday.
Place: J.F. Friedrick Center,

1950 Willow Drive, Madison, WI.

Seminar Fee: The full fee of $260.00 is payable in advance
and includes tuition and materials. Lodgin%Wednesday and
Thursday evenings, dinner Wednesday and Thursday eveningg,
breaktfast and lunch on Thursday and Friday will be $90.
Sleeping accomodations are single-occupancy rooms located
at the Friederick Center.

PRrsons who preregister but are unable to attend will, on ap-
plication in writing, receive a refund of the seminar fee. All
refunds will be processed by mail after the seminar has been

ﬁongllu?ied' Partial seminar fees or refunds cannot be accepted or
andled.

Contirmation of your enroliment wil) be made before the seminar
begins. Right is reserved to limit enroliment or cance! the seminar.

The
School
of Business

University of Wisconsin-Madison

Real Estate
Executive Management
Seminar Series

presents

A Seminarin
REAL ESTATE ANALYSIS
WITH THE IBM/PC
taught by
DR. MICHAEL L. ROBBINS, Ph. D.

Assistant Professor, Dept. of Real Estate
Graduate School of Business
University of Wisconsin-Madison

June 17 - 19, 1984

A Seminarin

ADVANCED MODELING REAL ESTATE
PROBLEMS ON IBM/PC

taught by

ROBBINS, WIECKERT, GIBSON
AND HEATH

June 19 - 21, 1984

A Seminarin
INTRODUCTION TO COMMERCIAL

CONSTRUCTION TECHNIQUES (SLIDES,
CRITIQUES, AND CASE STUDIES)

taught by
JAMES CANESTARO, A.L.A.

Associate Professor, College of Architecture
Virginia Polytechnic Institute and State University
Blacksburg, Virginia

July 11-13, 1984

JAMES A. GRAASKAMP,
Ph.D., C.R.E..

Director — Real Estate
Executive Management Series

Sponsored by: Center for Advanced Studies, Department of
Real Estate and Urban Land Economics, Graduate School of
Business, University of Wisconsin-Madison, (608) 262-6378



Instructor

Seminar Agenda

Dr. Michael L. Robbins, Ph.D.
Assistant Professor, Dept. of Real Estate
Graduate School of Business
University of Wisconsin-Madison

Dr. Robbins began teaching Real Estate at Wisconsin in 1973.
Currently Dr. Robbins is responsible for the undergraduate
appraisal course as well as the residential and commercial
development courses. Since the early 1970’s Dr. Robbins has
developed a large portion of the software utilized by the real
estate department.

Software developed at Wisconsin is incorporated into all
levels of course work. Computer utilization provides an
efficient self-correcting introduction to the concepts of
contemporary real estate analysis theory as taught by Dr.
James A. Graaskamp, based on original work of Richard U.
Ratcliff.

The most recent expansion of computer resources in the real
estate department is the utilization of the micro computer.
Students, under the direction of Dr. Robbins, are required to
develop skills in the use of spreadsheet. word processing, and
data management systems.

Dr. Robbins’ current research interests lie in the area of
pricing roadless wilderness lands of great topographical and
ecological diversity. This special appraisal problem has
received little theoretical or practical development and
consequently has been ignored by appraisers and the courts.

Dr. Robbins received a B.S. degree in Landscape
Architecture; a joint M.S. degree in Landscape Architecture,
Civil and Environmental Engineering, and Real Estate; and a
Ph.D. degree in Civil and Environmental Engineering, all from
the University of Wisconsin-Madison.

Data Processing Course 108 —
REAL ESTATE ANALYSIS WITH THE
IBM PERSONAL COMPUTER

The purpose of this two day seminar is to acquaint the
practicing real estate analyst with the availability of micro
computer software for office use. The attendee will have the
opportunity to evaluate alternative software packages
through hands-on exposure during the seminar. The seminar
encompasses three critical components of the electronic real
estate office, i.e. Data Management, Spreadsheet Analysis,
and Word Processing. This course counts for 10 CEU’s.

Sunday, June 17
PROGRAM OUTLINE
4:00- 7:00 Registration and dinner buffet.
7:00- 8:30 Intruction to seminar
Components of the contemporary office
Office Enhancements
Monday, June 18
GEARING UP THE OFFICE
8:00- 9:45 Data Base Management “‘Converting data to
information”
9:45-10:00 Break
10:00-12:00 Data Base Management - Demo Problem
1 ¢ 2 » 3 & Residential Sales Data
12:00- 1:30 Lunch - Guest Speaker
H. Robert Knitter
"*Doing MKTCOMP with the IBM Personal
Computer”
1:30- 3:00 Spreadsheet Analysis
"Information evaluation”
3:00- 3:15 Break
3:15- 5:00 Compare and contrast Demo Problem
1 ¢ 2 3 (with Graph) and Supercalc
5:00- 6:00 CashBar
6:00- 7:00 Dinner
7:00-10:00 Evening Workshop/Demonstrations

Tuesday, June 19
8:00- 9:45 Word Processing *Information transfer’
9:45-10:00 Break
10:00-12:00 Compare and contrast - Demo Problem
Wordstar and Proofwriter
12:00- 1:30 Lunch - Guest Speaker
Frank Scarpace
"“Proofwriter’” Enhancements
1:30- 3:00 Investment Analysis Models
3:00- 3:15 Break
3:15- 5:00 Investment Analysis Evaluation

The following is a list of most of the programs that will be
available during the financial analysis session:

Supercalc, 1 » 2 ¢ 3 Spreadsheet, Realval, Superval, Palmer
Berg-investment Analysis Pac. In-House Programs: Land
Development, income Capitalization, Lease Analysis, Risk
Analysis, etc., FPL.

)

5:00 Seminar Over



Instructor

Seminar Agenda

INSTRUCTORS

Michael L. Robbins (Ph. D. University of
Wisconsin)

Assistant Professor, Department of Real Estate
Graduate School of Business

Madison, Wisconsin

Mr. Jeff Wieckert (M.S. - Real Estate U.W.)
Boisclair Corp.

2925 Dean Pkwy.

Minneapolis, Minnesota

Guest Presentors

Mr. Lee Brown (M.S. Urban & Regional Planning,
U.W. Madison, Wisconsin)

Development Director/Planner

City of Monona

Monona, Wisconsin

Mr. Charles Heath (M.S.-Real Estate U.W.)
Ph.D - In Progress

University of Wisconsin

Graduate School of Business

Madison, Wisconsin

Mr. Robert Gibson (M.S. - Real Estate UW.)
Ph.D. - In Progress

University of Wisconsin

Graduate School of Business

Madison, Wisconsin

Data Processing Course 209 —
MODELING REAL ESTATE PROBLEMS ON IBM
PERSONAL COMPUTERS

Who Should Participate: This workshop . is intended
tor real estate practitioners and students with prior
experience in timesharing or micro-computér based real
estate analysis. This course counts for 10 CEU’s.

PROGRAM OUTLINE
Tuesday, June 19
4:00-7:00 Registration and dinner buffet
7:00-8:30  Introduction to seminar
Introduction to participants |
Introduction to computer systems
Wednesday, June 20 ‘
Preliminary Analysis Models (Robbins-Gibson)
8:30- 10:00 A. Feasibility (Front Door/Back Door)
LOTUS 1-2-3- Model
Default Ratio
Loan-To-Value Ratio
Debt Cover Ratio
Risk Adjusted Default Ratio
10:00-10:15 COFFEE BREAK
19:15-11:15 B. Income Capitalization Modeis
Before Tax Evaluation
After Tax Evaluation
11:15-noon  C. Discounted Cash Flow Models
Noon-1:00 LUNCH ‘
nitial Analysis Models (Robbins-Wieckert)
1:00-2:00 A. Lease Analysis
Preliminary
Intermediate

2:00- 3:00 B. Discounted Cash Flow
3:00-3:15 COFFEE BREAK
3:15- 4:30 C. Equity Participation Analysis
4:30-6:00 D. Case Studies with Solutions
(Robbins-Wieckert)
Commercial Analysis Models
Custom Analysis Models
Basic
Spread Sheet
Thursday, June 21

Techniques and Statistical Applications for
Market Survey Research (Robbins-Heath)

8:30-10:00 A. Data Input Via LOTUS 1-2-3
10:00- 10:15 COFFEE BREAK ‘
10:15-11:00  B. Data Summary Via LOTUS 1-2-3
11:00- noon  C. Data Analysis Via NWA
Noon-1:00 LUNCH ‘
Multiuse Development and Shared Parking (Robbins-Brown)
1:00-2:00  A. Multiuse Development Model
1. Cost/Use Estimates ‘
2. Before Tax Value Estimates
3. After Tax Value Estimates
2:00-3:00 B.Shared Parking and Site Requirements
1. Base Date-ULl Shared Parking Study
2. Modeling Parking Needs'
115 COFFEE BREAK ‘
:30  C. Determining Optimal Multiuse
Development Mix Via Shared Parking
and Linear Programming

3:00-3
3:15-5



Seminar Agenda

Professor James C. Canestaro

James C. Canestaro is a registered architect in Virginia and
Wisconsin and a Corporate Member of the American Institute
of Architects. He is presently an associate professor and
teaching in the College of Architecture at Virginia Polytechnic
Institute and State University in Blacksburg, Virginia. His
Bachelor of Architecture degree was received at Notre Dame,
and Masters Degrees in Architecture and Urban Planning
were earned at the University of Illinois-Urbana. He is
presently completing a Ph.D. in Real Estate at the Graduate
School of Business, University of Wisconsin-Madison.

Protessor Canestaro has been a member of the Architecture
and Finance Department at the University of lllinois, and of the
Department of Real Estate and Urban Land Economics,
Graduate School of Business, University of Wiscon-
sin-Madison. He presently teaches courses in Project
Feasibility Analysis, Residential Property Development,
Commercial Property Development, and Real Estate
Investment Analysis.

Professor Canestaro is the author of several books on the
subject of project cost-benefit and feasibility analysis. He is
actively involved in his own private architectural consulting
firm which specializes in project feasibility and market
analysis, property valuation, and pre-architectural pro-
gramming studies.

This course counts for 10 CEU's.

Construction 105 —

INTRODUCTION TO COMMERCIAL
CONSTRUCTION TECHNIQUES (SLIDES,
CRITIQUES, AND CASE STUDIES)

Thursday, July 12

8:30a.m.
Introduction

11
1.2
1.3

14
15

2.1
22

23

Architectural
Blueprints
Environmental
Factors

Site Conditions
Site Work
Historical Styles

. Structures

Introduction
Substructure
Pilings
Grade Beams
Slab on Grade
Footings
Foundations
Steel
Framing
Trusses
Bar Joist
Steel Decking
Lightweight
Framing

Lunch 12:30- 1:30 p.m.

2.4

25

26

Concrete
Columns
Walls

Ribbed One-Way

Slabs
Two-Way Slabs
Post Tension
Pre-Cast
Pre-Cast Tilt-Up
Wood
Post and Beam
Framing
Trusses
Masonry
Concrete Block
Brick
Stone

Envelope

3.1

32

urtain Wall
Brick
Stone
Pre-Cast
Concrete
Glass
Metal
Facia and Soffet

Adjourn 5:30 p.m.

Friday, July 13

8:30a.m.

l. Envel
33

3.4
35
3.6

lope (continued)
Roofing

Built Up
Membrane

Metal

Shingles
Moisture Proofing
Insulation
Expansion Joints

V. Enclosure

41
4.2
4.3

phe AR
oND e

Doors
Windows
Partitions
Drywall
Gypsum Lath and
Plaster
Masonry
Interior Finishes
Suspended
Ceilings
Flooring
Soundproofing
Circulation
Stairs
Elevators
Escalators

Lunch 12:30-1:30 p.m.
V. Environmental

aooo
HBWN -

55

56

Systems
Introduction
Electrical
Communications
Sewer
Sanitary
Storm
Septic

vater

Supply

Fire Protection
Mechanical

Systems
Electrical Heat
Electrical Air

Conditioning
Hydronics
Chilled Water
Forced Air
Solar
Heat Pump

VI. Conclusions

6.1

Building
Construction
Evolution

Adjourn 5:30 p.m.



The
School
of Business

University of Wisconsin-Madison

Real Estate
Executive Management
Seminar Series

and the

Commercial Real Estate
Organization

present
A Seminaron
REAL ESTATE
FEASIBILITY ANALYSIS
AND
CREATIVE PROBLEM SOLVING
taught by
DR. JAMES A. GRAASKAMP
Ph.D., CRE, SREA

Chairperson, Real Estate and Urban Land Economics
University of Wisconsin School of Business

September 13 and 14, 1984
in Chicago
at the Ritz Carlton Hotel

Sponsored by:

Center for Advanced Studies
Department of Real Estate and
Urban Land Economics
Graduate School of Business
University of Wisconsin-Madison
and

The Commercial Real Estate Organization

General Information

Who Should Participate: Real estate professionals of
many years of experience, trainees in commercial real
estate and land development, and stajff people in their
real estate offices will find many, techniques and
concepts of practical use in this nationally known
seminar. Leasing agents, brokers, property managers,
architects, and public planners will find the material fresh
and unique in viewpoint.

Location: Real Estate Feasibility Analysis will be held at
the Ritz Cariton Hotel, 160 E. Pearson Street, Chicago,
lllinois (12th Floor).

Fees: $350 for members of the Commercial Real Estate
Organization. $370 for non-members. The full fee is
payable in advance and includes tuition, materials and
funch on both days. Hotel accommodations are not
included.

Hotel Accommodations: Should you need hotel
accommodations, you may contact the Ritz Cariton at
(312) 266-1000. Of course, Chicago has a wide range of
hotels for you to choose from in the Michigan Avenue
area.

Refunds: Persons who preregister but are unable to
attend must notify the Commercial Real Estate Organi-
zation no later than August 24, 1984 (contact Julie Scales
at (312) 853-3700). A refund of 80% of your fee will be
made. No refunds will be possible after August 24, 1984.

Confirmation: Confirmation of your enroliment will be
made before the seminar begins. The right is reserved to
limit enrollment or cancel the seminar.



Instructor

Professor James A. Graaskamp

Professor James A. Graaskamp is nationally known both
for his seminars in real estate and for his consulting on
matters of real estate feasibility, court room valuation,
and investment strategy.

His education includes a Ph.D. in Real Estate and Risk
Management from the University of Wisconsin, Madison,
in 1964, an MBA in Securities Analysis and Investment
from Marquette University, Milwaukee, in 1957; and a BA
in English and Creative Writing from Rollins College,
Winter Park, Florida, in 1955. He has won many academic
honors including teaching awards for his courses in
Urban Land Economics, Real Estate Investment, Finance,
Marketing Research, and Contemporary Appraisal. His
research interests range from urban tax assessment to
wilderness appraisal.

Experience in private industry has included land develop-
ment, co-ownership of a home building firm, and of a
nationally known consulting firm, Landmark Research,
Inc. He is presently a Trustee of the Urban Land Institute
and member of the Board of First Asset Realty Advisors, a
wholly owned subsidiary of First Minneapolis Bank. He
was formerly the Treasurer of the Wisconsin Housing
Finance Authority. He holds designations of CRE, SREA,
CPCU, and Realtor.

Seminar Agenda

Course #201
REAL ESTATE FEASIBILITY ANALYSIS
AND CREATIVE PROBLEM SOLVING

Thursday, September 13, 1984
8:30-3:30 The Real Estate Process and Problem Context

9:30-10:15 Definition of Decision Process as Basis for
Real Estate Feasibility

10:15 COFFEE BREAK

10:30-12:00 Client/Consultant Relationship and Definition
of Feasibility Assignment

Noon LUNCH

1:00-2.00 Framework For Inventory of Physical Real
Estate to Define Alternative Uses

2:00-3:00 Initial Screening of Alternatives to Determine
Most Probable Use

3:00 COKE BREAK

3:15-4:.00 Converting Probable Use to (nitial Financial
Parameters to be Researched

4:00-5:00 Research for Political Marketing of Project
Concept

Friday, September 14, 1984

8:30-9:30 Definitions of Market Research and Editing
Secondary Aggregate Data Resources

9:30-10:15 Case Applications of Secondary Data Impact
on Project

10:15 COFFEE BREAK

10:30-12:00 Introduction to Primary Merchandising
Research to Profile Consumer and Product

Noon LUNCH

1:00-2:00 Primary Market Research Questionnaire
2:00-3:00 Panel Groups and Encounter Groups
3:00 COKE BREAK

3:15-4:.00 Synthesis of Marketing Research into Project
Strategy for Market Positioning

4:00-5:00 Structuring and Critiquing the Final Feasibility
Report



Here’s Your Chance To Learn How Consumer
Research Is Changing Real Estate Marketing
On The West Coast

BEYOND
DEMOGRAPHICS

MODERN REAL ESTATE MARKETING RESEARCH WITH
FOCUS PANEL GROUPS AND CONJOINT MEASUREMENTS

A REAL ESTATE EXECUTIVE
MANAGEMENT SEMINAR

This Two-day Seminar Will Give You Techniques and Case Examples To:

Design better home and apartment units

Measure demand for industrial space

Segment office rental demand

Identify real estate features preferred when trading off against price
Understand relationship of lifestyle to product and advertising impact
Be aware of verbal architecture and unspoken consumer codes

Ooodond

SCHEDULE

December 11, and 12, 1984
8:30 A.M. to 5:00 P.M. Each Day
University Campus, Madison, Wisconsin

Sponsored By:

Center for Advanced Studies
Department of Real Estate and
Urban Land Economics
Graduate School of Business
University of Wisconsin-Madison



THREE NATIONAL EXPERTS

DR. WILLIAM MUNDY

Dr. William Mundy

Dr. Mundy has over 20 years’ experience in
real estate analysis. Since 1976 he has been
President and Senior Analyst of Mundy,
Jarvis & Associates, Inc. From 1971 to 1973
Bill was a land economist for Weyerhaeuser
Company in Tacoma, Washington and
between 1968-1969 an appraiser and market
analyst for Fenton, Conger & Ballaine in
Seattle, Washington. He worked as a farm
manager and rural appraiser for Daone Agri-
cultural Service in St. Louis, Missouri from
1965 to 1967.

As President of Mundy, Jarvis, Bill oversees
a staff of twelve professional analysts that
perform economic, market and valuation
studies in the Pacific Northwest and Alaska.
He is active in curriculum development and
teaching for the Appraisal Institute. He has
published numerous articles on real estate
and is a frequent speaker before pro-
fessional and civic groups.

GADI KAUFMANN

Gadi Kaufmann

Gadi Kaufmann is Senior Vice President and
Partner in charge of consulting operations of
Robert Charles Lesser & Company, and
specializes in market research, management
consulting, economic and financial analysis,
and project and development programming.
Since joining the firm in 1979, Kaufmann has
worked on and directed numerous market
studies in major real estate markets through-
out North America.

He is actively involved in economic and
marketing analysis, product and develop-
ment program evaluation, management
and financial planning and market oppor-
tunity search for commerical and residential
projects.

DR. JAMES A. GRAASKAMP

Dr. James A. Graaskamp

Professor James A. Graaskamp is nationally
known both for his seminars in real estate
and for his consulting on matters of real
estate feasibility, court room valuation, and
investment strategy.

His education includes a Ph.D. in Real
Estate and Risk Management from the
University of Wisconsin, Madison, in 1964,
an MBA in Securities Analysis and
investment from Marquette University,
Milwaukee, in 1957; and a BA in English and
Creative Writing from Rollins College, Winter
Park, Florida, in 1955. He has won many
academic honors including teaching awards
for his courses in Urban Land Economics,
Real Estate Investment, Finance, Marketing
Research, and Contemporary Appraisal. His
research interests range from urban tax
assessment to wilderness appraisal.

He is presently a Trustee of the Urban Land
Institute and member of the Board of First
Asset Realty Advisors, a wholly owned
subsidiary of First Minneapolis Bank. He
was formerly the Treasurer of the Wisconsin
Housing Finance Authority. He holds desig-
nations of CRE, SREA, CPCU, and Realtor.

FAST, EASY REGISTRATION

BY PHONE
Call (608) 233-6400
Ask for Dawn and Seminar
Registration

BY MAIL
Real Estate Seminars
Center for Advanced Studies
Room 118
School of Business
1155 Observatory Drive
Madison, Wi 53706

Tuition: The Seminar fee is $300 for each person, including tuition,
materials and lunch on both days.
Hotel accommodations are not included.

Location: Wisconsin Center, 702 Langdon St., Madison, Wisconsin.

Lodging: Lodging is available at the Wisconsin Center for Monday
night, Dec. 10 and Tuesday night, Dec. 11 for $30 for a single with
a bath & TV. Off-campus alternatives include Madison Inn at 701
Langdon, the Edgewater Hotet or the InnTowner.

Refunds: Persons who preregister but are unable to attend must notify
the Center for Advanced Studies no later than Friday, Dec. 7, 1984
by calling (608) 233-6400. No refunds of tuition will be possible there-
after, but prepaid lodging will be refunded in full at any time.

Confirmation: of your enroliment will be made in writing only if you
enroll by Monday, December 3.
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REAL ESTATE EXECUTIVE MANAGEMENT SERIES

The Seminar, “BEYOND DEMOGRAPHICS: MODERN REAL ESTATE MARKETING RESEARCH,
is one of a series called the EXECUTIVE MANAGEMENT SERIES FOR REAL ESTATE, originall
designed for the major development companies in the Midwest to provide 25 days of training ove
several years in an intensive certificate program. Seminar attendance provides 12 hours credi

toward continuing education requirements of Wisconsin Realtors, Society of Real Estat
Appraisers and other groups. This seminar in marketing is an upper-level course.



BEYOND DEMOGRAPHICS:

MARKETING RESEARCH FOR SUCCESSFUL REAL ESTATE PROJECTS

Tuesday, December 11, 1984

8:30-9:30 The New Look in Real Estate Market Analysis (Graaskamp)

9:30-10:30 Estimating Absorption Rates for Industrial Land:
A Case Study (Mundy)

10:30-10:45 COFFEE BREAK

10:45-12:00 Estimating Office Space Demand Using SIC Codes (Mundy)

NOON LUNCH

1:00-2:00 Introduction to Conjoint Measurement of Consumer Tradeoff Value Systems (Mundy)

2:00-3:00 Analysis of Homebuyers Project Tradeoffs: A Case Study (Mundy)

3:00- 3:15 COKE BREAK

3:15-4:30 Conjoint Measurement Applied to Condominium Design:
A Case Study (Mundy and Kaufmann)

4:30-5:30 Workshop Exchange of Experience with Conjoint Measurement
(Mundy, Kaufmann and Graaskamp)

Wednesday, December 12, 1984

8:30-9:30 Market Segmentation and Polishing the Consumer Profile
(Kaufmann)

9:30-10:15  The Consumer Panel Focus Technique —Pros and Cons (Kaufmann)
10:15-10:30 COFFEE BREAK

10:30-12:00 Focus Panel Analysis of Oftice Development (Kaufmann)

NOON LUNCH

1:00 - 2:00 Focus Panel Refinement of Residential Designs (Kaufmann)
2:00-3:00 Segmentation by Lifestyle — SRI Films and Applications (Graaskamp)
3:00-3:15 COFFEE BREAK

3:15-4:30 Open Question and Answer Workshop
(Mundy, Kaufmann & Graaskamp)

Return Registration Forin and Make Check Payable To:

Center for Advanced Studies

Dept. of Real Estate and Urban Land Economics
School of Business, Room 118

1155 Observatory Drive

Madison, Wl 53706

Name
Firm Name
Mailing Address

Telephone Number
FEES: Tuition $300
Hotel Room:

[ Enclosed is my check for $ covering tuition, materiais and lunches
for BEYOND DEMOGRAPHICS: MODERN REAL ESTATE MARKETING RESEARCH

(1 Sorry, cannot attend this session, but please send me the complete schedule offered in 1985.
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CONTEMPORARY APPRAISAL OF

INCOME PROPERTIES FOR A VARIETY OF
INVESTMENT AND LITIGATION PURPOSES

University of Wisconsin-Madison

Thursday, April 11

8:30 a.m. Defining the Appraisal Problem to Fit the [
“™ Legallssues. Executive Management
10:15a.m. Coffee Break S eminar Series
10:30 a.m. Issues in Application of the Market presents
Comparison Approach Semi |
Noon LUNCH o A Seminar In
— INTRODUCTION TO THE REAL ESTATE
:00p.m. Cont Applicat f the Market
1:00 p.m Apgrgg&orary pplications of the Marke DEVELOPMENT PROCESS
1. Subsidized Housing
2. Renovation - Commercial taught by
3. Development Land
2:30 p.m. Coke Break DR. JAMES A. GRAASKAMP
2:45 p.m. Automated Market Comparison Ph.D., CRE, SREA
Techniques i Director, Real Estate Executive Management Series
1. Dilmore Price Per Point System
2. MTKCOMP Assessment System
FEBRUARY 27 & 28, 1985
5:00 p.m. End
Friday, April 12
8:30 a.m. Contemporary Problems with the Income .
Approach A Seminar In
10:15a.m.  Coffee Break CONTEMPORARY APPRAISAL OF
10:30 a.m. Shopping Center Appraisal Case INCOME PROPERTIES FOR A
Noon LUNGH VARIETY OF INVESTMENT AND
LITIGATION PURPOSES
1:00 p.m. VALTEST - The Simplified Cash Flow
Valuation Model taught by
2:15 p.m. ‘Coke Break . . S
2:30 p.m. Trends in Contracting for Appraisal DR JAMES A’ GRAASKAMP
Services Ph.D., CRE, SREA
4:30 p.m. End Director, Real Estate Executive Management Series
APRIL 11 & 12, 1985

Real Estate

Sponsored by:

Center for Advanced Studies
Department of Real Estate and
Urban Land Economics
Graduate Schoo! of Business
University of Wisconsin-Madison



General Information

Who Should Participate: These seminars are designed to
provide an intensive introduction to essential com-
ponents of the real estate development process. Content
of the seminars is designed for those individuals embark-
ing on a career in the development industry and who seek
to broaden their analytical skills as well as an under-
standing of their appiicability to the overall real estate
process. Real estate development personnel, appraisers,
consultants, private and institutional investors, and
lenders will benefit from this excellent introduction to
specific aspects of development.

101 INTRODUCTION TO THE REAL ESTATE DE-
VELOPMENT PROCESS

Time: February 27 & 28, 1985. Sessions will be con-
ducted from 8:30 a.m. - noon and 1:30 - 5:30 Wed-
nesday and Thursday.

Piace: Lowell Hall, 610 Langdon Street
University of Wisconsin, Madison, Wisconsin

Seminar Fee: The full fee of $325 is payable in ad-
vance and includes tuition, materials and two
lunches. Lodging is available at Lowell Hall if reser-
vations are made no less than two weeks in ad-
vance. Center for Advanced Studies will make
reservations and seminar participants will pay
Lowell Hall directly. A single costs $27 a night in-
cluding breakfast.

503 - CONTEMPORARY APPRAISAL OF INCOME
PROPERTIES FOR A VARIETY OF INVESTMENT
AND LITIGATION PURPOSES

Time: April 11 & 12, 1985. Sessions will be con-
ducted from 8:30 a.m. - noon and 1:30 - 5:30
Thursday and Friday.

Place: InnTowner, 2424 University Avenue
Madison, WI 53705

Seminar Fee: The full fee of $325 is payable in ad-
vance and includes tuition, materials and two
lunches. Lodging is available at the InnTowner
if reservations are made no less than two weeks in
advance. Center for Advanced Studies will make
reservations and seminar participants will pay the
InnTowner directly. A single costs $36 a night not
including breakfast.

Persons who preregister but are unable to attend will, on
application in writing, receive a refund of the seminar fee.
All refunds will be processed by mail after the seminar
has been concluded.

Confirmation of your enrollment will be made before the
seminar begins. Right is reserved to limit enroliment or
cancel the seminar.

Seminar Agenda

Professor
James A. Graaskamp

Professor James A. Graaskamp
is nationally known both for his
seminars in real estate and for
his consulting on matters of real
estate feasibility, court room
valuation, and investment
strategy.

His education includes a Ph.D.
in Real Estate and Risk Manage-
ment from the University of
Wisconsin, Madison, in 1964; an
MBA in Securities Analysis and
Investment from Marquette University, Milwaukee, in
1957, and an AB in English and Creative Writing from
Rollins College, Winter Park, Florida, in 1955. He has
won many academic honors including teaching awards
for courses in Urban Land Economics, Real Estate In-
vestment, Finance, Marketing Research, and Contem-
porary Appraisal. His research interests range from ur-
ban tax assessment to wilderness appraisal.

Experience in private industry has included land
development, co-ownership of a home building firm, and
of a nationally known consulting firm, Landmark
Research, Inc. He is presently a Trustee of the Urban
Land Institute and member of the Board of First Asset
Realty Advisors, a wholly owned subsidiary of First Min-
neapolis Bank. He was formerly the Treasurer of the
Wisconsin Housing Finance Authority. He holds
designations of CRE, SREA, CPCU, and Realtor.

Overview: The course is a capsule version of the nation-
ally famous Real Estate Process course taught in the
School of Business at Wisconsin for many years by Pro-
fessor Graaskamp. It is relevant to those in industry and
those in government as well as investors seeking a
basic approach to real estate analysis. it makes heavy
use of basic materials developed by the Urban Land In-
stitute. It does not require any special preparation or
high level mathematics. It counts for 10 CEU'’s.

Wednesday, February 27

8:30 a.m. Definition of Real Estate Process
The Driving Force — The User Group
The Reactive Force — The Production
Group
The Constraining Force — The Public
Infrastructure

10:15 a.m. Break

The Common Denominator — Cash
Budgets and Cash Solvency

Noon Lunch
1:00 p.m. Systematic Property Analysis
3:00 p.m. Break

Investor Strategy Analysis
Public/Private Joint Ventures

Thursday, February 28

8:30 a.m. The Land Development Process
Office Building Process

10:15 a.m. Break
The Shopping Center Process

Noon Lunch
1:00 p.m. Corporate Real Estate Strategies Today
Risk Management Theory in Real Estate
Operations

Basic Reading Recommendations for
Better Knowledge of Real Estate
Development

3:45 p.m. End



Professor James C. Canestaro

James C. Canestaro is a registered architect in Virginia and
Wisconsin and a Corporate Member of the American Institute
of Architects. He is presently an associate professor and
teaching in the College of Architecture at Virginia Polytechnic
Institute and State University in Blacksburg, Virginia. His
Bachelor of Architecture degree was received at Notre Dame,
and Masters Degrees in Architecture and Urban Planning
were earned at the University of lllinois-Urbana. He is
presently completing a Ph.D. in Real Estate at the Graduate
School of Business, University of Wisconsin-Madison.

Professor Canestaro has been a member of the Architecture
and Finance Department at the University of llinois, and of the
Department of Real Estate and Urban Land Economics,
Graduate School of Business, University of Wiscon-
sin-Madison. He presently teaches courses in Project
Feasibility Analysis, Residential Property Development,
Commercial Property Development, and Real Estate
Investment Analysis.

Professor Canestaro is the author of several books on the
subject of project cost-benefit and feasibility analysis. He is
actively involved in his own private architectural consulting
firm which specializes in project feasibility and market
analysis, property valuation, and pre-architectural pro-
gramming studies. He has been a visiting Professor
teaching development economics at the Harvard School
of Design for the spring semester of 1985.

This course counts for 10 CEU’s.

Seminar Agenda

Construction 105 —

INTRODUCTION TO COMMERCIAL
CONSTRUCTION TECHNIQUES (SLIDES,
CRITIQUES, AND CASE STUDIES)

Thursday, June 27

8:30a.m.
I. Introduction
1.1 Architectural
Blueprints
1.2 Environmental
Factors
1.3 Site Conditions
1.4 Site Work
1.5 Historical Styles
Il Structures

2.1 Introduction
2.2 Substructure
Pilings

Grade Beams
Slab on Grade

Footings
Foundations
2.3 Steel
Framing
Trusses
Bar Joist
Steel Decking
Lightweight
Framing

Lunch 12:30- 1:30 p.m.

2.4 Concrete
Columns
Walls

Ribbed One-Way

Slabs
Two-Way Slabs
Post Tension
Pre-Cast
Pre-Cast Tilt-Up
2.5 Wood
Post and Beam
Framing
Trusses
2.6 Masonry
Concrete Block
Brick
Stone

Hi. Envelope

3.1 urtain Wall
Brick
Stone
Pre-Cast

Concrete

Glass
Metal

3.2 Facia and Soffet

Adjourn 5:30 p.m.

Friday, June 28

8:30a.m.

Ill.  Envelope (continued)
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Roofing

Built Up
Membrane

Metal

Shingles
Moisture Proofing
Insulation
Expansion Joints

closure

Doors
Windows
Partitions
Drywall
Gypsum Lath and
Plaster
Masonry
Interior Finishes
Suspended
Ceilings
Flooring
Soundproofing
Circulation
Stairs
Elevators
Escalators

Lunch 12:30-1:30 p.m.
V. Environmental

Lono
HWN —

55

56

Systems
Introduction
Electrical
Communications
Sewer
Sanitary
Storm
Septic
Water
Supply
Fire Protection
Mechanical

Systems
Electrical Heat
Electrical Air

Conditioning
Hydronics
Chilled Water
Forced Air
Solar
Heat Pump

V1. Conclusions

6.1

Building
Construction
Evolution

Adjourn 5:30 p.m.

The
School
of Business

University of Wisconsin-Madison

Real Estate
Executive Management
Seminar Series
presenls
A SeminarIn
REAL ESTATE ANALYSIS
WITH THE IBM/PC

taught by
DR. MICHAEL L. ROBBINS, Ph.D.

Assistant Professor, Dept. of Real Estate
Graduate School of Business
University of Wisconsin-Madison

JUNE 3 & 4, 1985

A Seminarin

INTRODUCTION TO COMMERCIAL
CONSTRUCTION TECHNIQUES
(SLIDES, CRITIQUES, & CASE STUDIES)

taught by
PROF. JAMES C. CANESTARO
JUNE 27 & 28, 1985

Assistant Professor, Dept. of Architecture
Harvard School of Design
and
Virginia Polytechnic Institute

Sponsored by:

Center for Advanced Studies
Department of Real Estate and
Urban Land Economics
Graduate School of Business
University of Wisconsin-Madison



General Information

Who Should Participate: These seminars are designed to
provide an intensive introduction to essential com-
ponents of the real estate development process. Content
of the seminars is designed for those individuals embark-
ing on a career in the development industry and who seek
to broaden their analytical skills as well as an under-
standing of their applicability to the overall real estate
process. Real estate development personnel, appraisers,
consultants, private and institutional investors, and
lenders will benefit from this excellent introduction to
specific aspects of development.

108 - REAL ESTATE ANALYSIS WITH THE IBM/PC

Time: June 3 & 4, 1985. Sessions will be conducted
from 8:30 a.m. - noon and 1:30 - 5:00 p.m., Monday

and Tuesday.

Place: Wisconsin Center, 702 Langdon Street
Madison, Wl

Seminar Fee: The full fee of $375 is payable in ad-
vance and includes tuition, materials and two
lunches. Lodging is available at Lowell Hall if reser-
vations are made no less than two weeks in ad-
vance. Center for Advanced Studies will make
reservations and seminar participants will pay
Lowell Hall directly. A single costs $27 a night in-
cluding breakfast.

105 - INTRODUCTION TO COMMERCIAL CON-
STRUCTION TECHNIQUES (SLIDES, CRITIQUES,
AND CASE STUDIES)

Time: June 27 & 28, 1985. Sessions will be con-
ducted from 8:30 a.m. - noon and 1:30 - 5:30 p.m,,
Thursday and Friday.

Place: InnTowner, 2424 University Avenue
Madison, WI 53705

Seminar Fee: The full fee of $325 is payable in ad-
vance and includes tuition, materials and two
lunches. Lodging is available at the InnTowner if
reservations are made no less than two weeks in
advance. Center for Advanced Studies will make
reservations and seminar participants wil! pay the
InnTowner directly. A single costs $36 a night not
including breakfast.

Persons who preregister but are unable to attend will, on
applications in writing, receive a refund of the seminar
fee. All refunds will be processed by mail after the semi-
nar has been concluded.

Confirmation of your enrollment will be made before the
seminar begins. Right is reserved to limit enroliment or
cancel the seminar.

Dr. Michael L. Robbins, Ph.D.
Assistant Professor, Dept. of Real Estate
Graduate School of Business
University of Wisconsin-Madison

Dr. Robbins began teaching Real Estate at Wisconsin in 1973.
Currently Dr. Robbins is responsible for the undergraduate
appraisal course as well as the residential and commercial
development courses. Since the early 1970's Dr. Robbins has
developed a large portion of the software utilized by the real
estate department.

Software developed at Wisconsin is incorporated into all
levels of course work. Computer utilization provides an
efficient self-correcting introduction to the concepts of
contemporary real estate analysis theory as taught by Dr.
James A. Graaskamp, based on original work of Richard U.
Ratciiff.

The most recent expansion of computer resources in the real
estate department is the utilization of the micro computer.
Students, under the direction of Dr. Robbins, are required to
develop skills in the use of spreadsheet, word processing, and
data management systems.

Dr. Robbins’ current research interests lie in the area of
pricing roadless wilderness lands of great topographical and
ecological diversity. This special appraisal problem has
received little theoretical or practical development and
consequently has been ignored by appraisers and the courts.

Dr. Robbins received a B.S. degree in Landscape
Architecture; a joint M.S. degree in Landscape Architecture,
Civil and Environmental Engineering, and Real Estate; and a
Ph.D. degree in Civil and Environmental Engineering, all from
the University of Wisconsin-Madison.

Seminar Agenda

Data Processing Course 108 —
REAL ESTATE ANALYSIS WITH THE
IBM PERSONAL COMPUTER

The purpose of this two day seminar is to acquaint the
practicing real estate analyst with the availability of micro
computer software for office use. The attendee will have the
opportunity to evaluate alternative software packages
through hands-on exposure during the seminar. The seminar
encompasses three critical components of the electronic real
estate office, i.e. Data Management, Spreadsheet Analysis,
and Word Processing. This course counts for 10 CEU's.

Monday, June 3
GEARING UP THE OFFICE
8:30- 9:45 Data Base Management “‘Converting data to
information”
9:45-10:00 Break
10:00-12:00 Data Base Management - Demo Problem
1 # 2 « 3 & Residential Sales Data
12:00- 1:30 Lunch - Guest Speaker
H. Robert Knitter
"Doing MKTCOMP with the {BM Personal
Computer”
1:30- 3:00 Spreadsheet Analysis
“Information evaluation”
3:00- 3:15 Break
3:15- 5:00 Compare and contrast Demo Problem
1 ¢ 2 ¢ 3 (with Graph) and Supercalc
5:00- 6:00 CashBar
6:00- 7:00 Dinner
7:00-10:00 Evening Workshop/Demonstrations

Tuesday, June 4
8:30- 9:45 Word Processing “'Information transfer’
9:45-10:00 Break
10:00-12:00 Compare and contrast - Demo Problem
Wordstar and Proofwriter
12:00- 1:30 Lunch - Guest Speaker
Frank Scarpace
“Proofwriter” Enhancements
1:30- 3:00 Investment Analysis Models
3:00- 3:15 Break
3:15- 5:00 Investment Analysis Evaluation

The following is a list of most of the programs that will be
available during the financial analysis session:

Supercalc, 1 » 2 « 3 Spreadsheet, Realval, Superval, Palmer
Berg-Investment Analysis Pac. In-House Programs: Land
Development, Income Capitalization, Lease Analysis, Risk
Analysis, etc., FPL.

5:00 Seminar Over



1985

REAL ESTATE
EXECUTIVE MANAGEMENT
SEMINAR SERIES

REAL ESTATE DEVELOPMENT

THE PREMIERE CERTIFICATE PROGRAM UNIVERSITY OF WISCONSIN
SPONSORED BY MAJOR MIDWESTERN DEVELOPERS

REAL ESTATE DEPARTMENT
FOR THE MANAGERS OF REAL ESTATE ENTERPRISE SCHOOL OF BUSINESS




ADMINISTRATIVE HEADQUARTERS
Real Estate Seminar Series

Room 118, School of Business

1155 Observatory Drive

Madison, Wisconsin 53706

Phone: 608/262-6378

BOARD OF ADVISORS
WAYNE ADAIR, Vice President Administration,
General Growth Companies, Des Moines, |A

THOMAS BITHELL., Vice President Personnel,
The Taubman Company, Inc., Troy, Ml

DENNIS L. CAVANAGH, Vice President Controller,
May Centers, St. Louis, MO

WILLIAM A. HOLLAND, Vice President Human Resources,
Urban Investment and Development Co., Chicago, IL

LORRAINE LATOUR, Vice President Human Resources,
The Center Companies, Minneapolis, MN

WILLIAM MALKASIAN, Executive Vice President,
Wisconsin Realtors Association, Madison, W

JOHN J. MANICKE, Director Human Resources,
Melvin Simon & Associates, Inc., Indianapolis, IN

JUDITH HAINES, Director of Personnel
Homart Development Co., Chicago, IL

Director of Real Estate Management Series

JAMES A. GRAASKAMP, Ph.D, CRE, SREA
Chairman, Real Estate and Urban Land Economics
University of Wisconsin — Madison



EXECUIIVE MANAGEMENI] CERIIFICAIE PFPHUUHAM

This program is intended to provide a certificate of completion for the executive manager who completes 25 days of training over a span of five years while
employed in real estate development, construction management, financial institutions, real estate leasing, and real estate research and consulting. The program
recognizes and incorporates educational programs of particular merit offered by professional trade associations and other University continuing educational
programs to avoid duplication, counter-productive competition, and oversight of many of the fine specialty programs which have been perfected for the real
estate entrepreneur.

GENERAL OBJECTIVES OF CERTIFICATE PROGRAMS

1. To achieve maximum attendance per course for lower cost per student by formatting 2-day modutes which are focused on specific needs of employees with
varying levels of experience and education;

2. To provide an alternative to in-house orientation of staff employees in real estate development using professional educators;

3. Tofillin gaps in the education of professionals with knowledge of other disciplines that are a part of the development process; and,

4. To give the top level executive and the employee with management potential a common incentive to complete the program by providing a certificate granted
by the nationally known University of Wisconsin Real Estate Department.

CURRICULUM PATTERN AND STUDENT PROFILE

Student Group Course Number Student Group Course Number Student Group Course Number
1. Employee with management 100-200 2. Employee with project/staff 300-400 3. Upper level executive seeking 500-500
potential without much college management experience intensive briefing on current
preparation in business or wishing to improve specific trends and innovative pro-
real estate skills in real estate or con- grams

struction management

Upper Level Executives: no less than 60% of courses should be chosen from Advanced courses.
Employees with project/management
experience: no less than 50 % of courses should be chosen from Intermediate courses.

Employees with management potential:  no less than 50% of courses should be chosen from Basic courses.

Professional association courses assigned to comparable levels of sophistication for credit toward certificate program on a basis that eight hours class time
equals one credit day for certificate.

100-200 300-400 500-500
level courses level courses level courses
Wharton — Seminars for Executives. ._.__. ____ _.._.__ NYU Real Estate Institute o . _ _._ Practicing Law Institute .
Realtors National Marketing Institute Commercial Institute for Real Estate Management (IREM) Real Estate Securities and Syndication Institute
Investment Courses Realtors National Marketing Institute Commercial Urban Land Institute Seminars
Society of Real Estate Appraisers Investment Courses
American Institute of Real Estate Appraisers Urban Land Institute Semi-annual Meetings
Taken for Credit
National Association of Office and Industrial Park
Developers

International Council of Shopping Centers

The administrative office of the Executive Management Series will maintain a record on each participant seeking a certificate. The student need only send evi-
dence of having participated in courses of two days or more conducted by the above organizations. A maximum of two credit days will be given for any one course
and the University of Wisconsin Administrators reserve the right to categorize or exclude any offerings by the above organizations at our sole discretion to maintain
rigor and integrity of Certificate program.



STUDY PROGRAM CURRENTLY PLANNED AND SCHEDULED

Course No. Name of Course 1985 Dates

Location

Tuition

Room and Board*

101
103
104

201
203

301
302
303
304
401
402
403
501

502
503

105

106
205
206

202
403
404
405

108

209

Core Courses
Introduction to the Real Estate Development Process Feb. 27—28
Principles of real estate accounting (for non-accounting people)

Principles of personal and corporate risk management (control of
budget varnance)

Real estate feasibility analysis and problem solving
Land use law: Citizens and corporate Viewpoints
Real Estate Finance
Principles of real estate cash flow budgets and models
Basic principles of financing income property developments
Basic principles of financing land development
Case problems in real estate development finance
Income tax strategies, tactics, and traps for real estate investment
How to read, critique, and purchase an appraisal report
Tax Incremental Financing of Redevelopment

Dynamic capitalization methods for present value analysis during
periods of inflation

Apartment house financing, taxation & syndication
Contemporary Appraisal of Income Properties April 11—12
Construction

Introduction to Commercial Construction techniques (slides, critiques,
and case studies) June 27—28

Basic construction management
Insurance for the construction site

Principles of construction contract bids and specification for the
non-construction specialist

Marketing
Evaluation markets and merchandising targets for real estate products
Case problems in market research (a review of the state of the art)
Office marketing and Leasing
Marketing research
Data Processing for Real Estate Development
Real Estate Analysis with the IBM Personal Computer June 3—4

Modeling Real Estate Problems on IBM Personal Computers

Lowell Cir.

InnTowner

InnTowner

Wisconsin Center

$325.00

325.00

325.00

375.00
Limited Enroliment
of 30

*Participants will be responsible for payment of room and board and
will pay at either (1) Lowell Hall or (2) The InnTowner



Name of Personnel or Training Officer

Company Name

Street Address
City State Zip
Business Phone #
Indicate course numbers for which you are registering.
Area Code & - Room & Board | # Special
Course #| Date Name of Employee Home Address Telephone No. Tuition | ™, orNo Needs *
TOTAL $ $

Reservation deposit — $100 per student per course
*Please reserve rooms for two nights
1. Please reserve for third night following seminar
2. Will provide my own room arrangements, yes, no
3. Please reserve a parking space for a car, yes, no
(There is limousine service from airport to Lowell Hall and Frederick Center)

4. Please call me at my home phone to arrange special diet requirements, my home phone # is

Reservation is not confirmed until you receive a confirmation postcard.

Refund policy: Will refund full tuition if you cancel in writing ten days prior to seminar;

50% refund if notified in writing between 2-9 days prior to seminar.
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Course Schedule
[NTRODUCTION TO REAL ESTATE DEVELOPMENT PROCESS
A University of Wisconsin School of Business
Executive Management Series for
Real Estate Development
April 24-26, 1983
Lowell Conference Center
SUNDAY, APRIL 24
4:30-5:30 Registration
5:30-6:00 Cash Bar
6:00-7:00 Sunday Night Dinner

7:00-8:00 Course Introduction

MONDAY, APRIL 25

8:30-9:30 Decision Process, Problem Solving, and Feasibility for Real
Estate Development (Prof. James Graaskamp)

9:30-10:15 Definition and Measurement of Objectives

10:30-11:30 Basic Financial Parameters for Feasibility Analysis

11:30-12:00 Concept of Risk Management

1:00-2:00 Site Analysis

2:00~-3:00 Market Analysis

3:15-4:45 Evolution of Neighborhood Shopping Center Project (Prof. Michael L.
Robbins)

6:00-7:00 Dinner

7:00-8:30 The Psychology of Shopping Center Design (slide lecture)

TUESDAY, APRIL 26

8:30-9:30 Dynamics of Office Building Design

9:30-10:15 Private/Public Interface for Land Development
10:30-12:00 Public Incentives in Private Development
12:00-1:00 Lunch

1:00-2:00 Structuring Group Investments

2:00-3:00 Structuring Private/Public Joint Ventures
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~STATEMENT OF PURPOSE

The objective of Project Feasibility Analysis is to:

reduce the risk of uncertainty by stating assumptions
completely and explicitly, and

enhance the value of the asset— land— by maximizing
the margin between revenues from market opportunities
and costs of development.

“The prdcess and techniques employed can be used to
‘continuously assess feasibility from undocumented to fully
documented assumptions. The level of documentation may
‘'vary for each of three categories of input, but each
requires consideration as the analysis is undertaken.




Reprinted with permission of John Rahenkamp and Creigh Rahenkamp.

INTRODUCTION

The Development Impact Model (DIM) provides a technique for performing a
balanced feasibility analysis. It was developed by John Rahenkamp and
Associates, lnc., in response to the need for feasibility evaluations
which incorporate the social and political externalities affecting the
feasibility of a proposed project. By recognizing the real and growing
powar of local political forces and environmental values as well as the
need for a reasonable rate of return, the DIM measures the true feasi-
bility of a particular project from the developer's and also the commu-
nity's point of view.

Essentially, the model identifies existing capacities of physical and
fiscal systems, the projected demands resulting from the proposed pro-
ject, and the resulting costs or benefits. - It calculates not.only front
end expenses and bottom line profit, but it may also calculate the de-
velopment's impact on local educational and municipal support systems.
This information provides the developer and/or the community with a
balanced measure of feasibility, political and environmental as well as
financial. Since this information is objective as well as extensive, it
should establish a sound basis for proper project approval or rezoming
decisions.

Furthermore, the DIM is a computerized system utilizing the speed of the
computer to deal with the numerous factor items and the vast range of
possible combinations and permutations. Manual calculations of possible
alternatives may take weeks, forcing decision-makers to act on incomplete
information. In contrast, the computer offers the critical advantage of
simulating available options quickly and performing continuous runs as
criteria change either in the community's or developer's requirements.

It must be recognized that the value of a DIM feasibility evaluation is

directly related to the accuracy and completeness of the basic data in-

put. Each DIM analysis pertains only to the individual project and re-

quires site~-specific information. Much of the required data is usually

already held by the developer or immediately available to him. The cost
of a DIM feasibility analysis will obviously vary significantly depend-

ing on the amount of in-house research and data gathering reguired. |If

the information is provided directly by the developer in an appropriate

form, the DIM evaluation costs are appreciably reduced.

The schematic diagram on the following page indicates the framework in
which a feasibility analysis is carried out. Careful attention must be
given to each of the three categories of project parameters depending
upon the political/market/physical situation of a specific property.
Once a minimum level of data is acquired and synthesized, gaming with
critical variables can be accomplished quickly to develop an optimum
project profile.
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The sections following discuss the kinds and character of analysis re-
quired prior to establishing data inputs to DiM. The level of detail
each separate analysis will depend upon that element's criticality for
project approval, both from public officials and the developer initiating
the evaluation.

of

The third sec tion contains a project checklist itemizing the information
suppiied by a developer. This checklist illustrates the scope and detail
of the DIM feasibility analysis and provides the necessary data tc run
the DIM program.

The Feasibility Checklist is supplemented by several pages of explanatory
notes and exhibits. Each input space on the checklist has been assigned
a code number which corresponds to a note describing the information re-
" quired, and in five cases, these notes refer to one of the exhibits.

After the exhibits is a sample of the checklist which was prepared for a
typical project and a feasibility analysis printout which can be a guide.

It should be noted that ail of the data indicated on the checklist is

not required for analysis purposes. Where data is missing either a
specific analysis will not be performed, e.g., School, Municipal, Demand,
or the computer will assume a zero value. However, before each analysis
all the data is reviewed by a staff computer specialist to insure its
comp leteness.
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MARKET SEGMENTATION

Market is the key development factor.

Unit type, size, price

and mix can de determined Sy demagraghic analysis and compar-

abies.

Absorption (pace), however, is more judgmentat,

sansitive to both specific locational advantages and the

general economic ciimace.

This diagram

atic spprosch to market anaiysis.

represents 3 system=

TREND ANALYSIS:
Pogulation
Growth
Segments
PROJECTED ‘L_g_mo_lo_\;_»uﬂ__,
MARKET
DISTRISUTION COMPARABLES :
Price
PREFERENCE Type/Size d
HOUS ING OISTRIBUTION Amenity
PREFERENCE *Absorotion
ni CFFECTIVE
1(73 ,,:‘.:Zg. OISTRISUTION PRICE/TYPE
haid size) CURRENT v :
INCOME
O oisTaisuTioN
PRICE
TYPE/SIZE
ntx

Reasonabie Capcture(%)
2Comparabie Absarpticn
Construction

PACE
{Assumgcion)

=P REVEHUE

Capagilicy l LA‘I'CD
Sice Location/
Attractiveness ::::;:: e gi:,‘
Conditions
Consumer
Confiden
interest Rates
a
MARKET SEGMENTATION ILLUSTRATION
MCONTGOMERY CO.
PRICE LEVEL COMPARABLES
{RENT/MONTH) 180. 228. 275S. 3s0.
GA~1BR 9637. 0. 0. Q.
GA-23R 1727. 7856. Q. q.
™ 2718. 2781. 23890. 9.
ST 422, 5383. 4308. 13836,
TOTAL NET MARKET 14562, 15986. 14397. 13836.
% TOTAL DEMAND 28. 27. 24. 24.
TOTAL NET MARKET (1S YEAR ESTIMATE) 58780.



MARKET TREND ANALYSIS

RESEARCH:

* Major commercial centers within 1S minutes
%# HMajor commarcial centers within 45 minutes
* Major employment centers within 15 minutes
* Major employment centers within 45 minutes
* Commercial and employment growth rate

* Population growth rate by age segments

* Family income growth rate by segments

* Housing vacancy rates

* Permits issuad by type

INTERPRETATIONS:

* Strength and income/housing type implications of future employment opportunities
* Locational convenience

* Growing age and income segments related to price and housing type

* Screngh of competition; how much of the market is being absorbed and/or lost?

CONCLUSIONS:

* wWhat s presently being built (price/type) is correct; foliow the leaders and
do comparables
* |dentify market demands not being met
There is some elasticity in the market to support price increases over competition
* Hold or reduce prices due to competition

%*

MARKET COMPARABLES

Date: 2/14/75

Project Name: _Indian Hills Address: VWinona Way

Owner: C. Quinn Lender:

Builder: Architect:

Age or Status: 3 yrs. No. of Unics: 120 No. of Bldgs: 10
No. of Stories: 2 & 3 No. Vacant: _ none Type of Constr: frame
Map Key: 9 . .

Bedrooms - Baths: 1/1 t74]

Number of Units:

Monthly Rents: 185 275
Square Feet: 300 1000
Rent/Sq. Ft. (Unfurn): .208 .275
No. of Furn. Apts: none
No. of Vacant Apts: none
Utilities Furnished: Electric: Gas: Water: x
Extra Charges: Refrigerator: Cther:

Purniture: 0 BR 1l BR 4 BR 3 BR
Cooking Energy: _elec. Type of Heating: central gas Walk-In Closets:
Air Conditioning: _central _ Rangas/Qvens: x Fireplaces:
Dishwashers: x Patios/Balconies: x Carpets/Drapes: x
Washer/Dryer: in bidg. Other Good Features/Remarks:
Pocl(s): x Laundry Facilities: in bidg.
Clubhouse(s]: x Security System:
Tennis: Parking: incl. garages
Playground Area: Storage Lockers:

Other Good Recreation or Project Features/Remarks:




MARKET PLAN/SUMMARY OF ASSUMPTIONS

Upon completion of the markat segmentation analysis, the following information is
arranged in a convenient form for diract input to the 0iM data sheets and as a
working program for physical land use pianning.

Unit Types: Single Family Townhouse Garden Apartmant

Mix (%) 1.3 54,7 340

Price (K$): 60.0 45.0 30.0

Average Size (S.F.): 2,000 1,500 900

Average Stories: 1.5 2.5 3.0

Annual Sales*: Pace

Year 1 0 [+] [s] Q
2 [ ] [ ] ] 100
3 ) [ ] ) 130
) ¢ [ ¢ 130
S [ [ ] [ ] 130
[ ] [ L] 130
7 ° s ] 140

*8ased on market analysis only: Subject to physical confirmation after land .use planning.

®Actual minimal discribution will be approximately equal to projectad market mix but
is subject to physicai planning
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POLITICAL CLIMATE ANALYSIS

APPAQGVABILITY
frojact fropasal impacts: on existing zoning
on fair share
on existing demogragny
on exiscing popuiation size
on growth rate

elected official turnover raze
professicnai szaff capability and actitudes
change agproval ratas

aliowable density and land use types

fair share ailocation

vigilanea't groups

community income distribution

index of Exclusionary Tendency:

compiexity
clarigy

time lines
flexibillicy
requirsments
standards

Cédn and Procedurses:

fiseal
environmental
iand use
utilities
open spacs

Locai tssues:

Cstimate of legal pasition and potsntial tradeoffs.

Swnmary estimace af propability (X) of approvai for proposed projact.

CODE ANALYSIS

Applicanie 20ning codes are reviswed and anaiyzed to determine
deveigpment potential undar existing zaning or the avaitlaailicy
of appropriste zoning districts which might sacisfy the ciient's
building program.

tion a

dTastic rsalignmenc in its political structurs. Tha
Township, turned-cutc the "“demceratic machine’ who had
dsmiraced Barlin for che past chircy to forcy raars.
A group of young independancs, whose placform was a
change of governmenc was electad wich nearly 75% of
the voce. As a result, all ths major adminiscrative
boards were changed and people of tha same persuasion
as the Mayor-Council were appointed. A portion of
che placform of the new government was o promote good
substancial growch.

As 2 result of thcss changes, the Mayor-Council has
appointed 2 Land Use Szudy Committae to raview ths
Township's existing zoning ordinance to deterzine what
changes should be made ©o encqourage growth while minimizing
its adverse effects.

The site is prasently zonad inco three catagorias:
276 ac. in R-l Residancial wich lots of one
acre; 21.5 ac. I-1 Light Industrial; and 2.5+ ac. C-
2 Neighborhood Commiercisl. With chis spliteifig of che

arcel inco various zonas, the chance of unified davelopmanc

lessaned which would noc

permit maximizing the sica's

developmant pocencial.

unsophiscicaced {n its planning accivities, buc
new officials ars aggressiva and appear to be cpen
Co construction suggestion which will enable thea to
promots the desirad qualicy growtch.

W’

The Township L3 relatival
{ ]




INFRASTRUCTURE ANALYSIS

Every development generates demands on man-made systems. The capacity
to absorb these demands must exist or be built. An analysis is required

to make this determination which is often the difference between a pro-
fitable project and one that is marginal or premature.

; 3-:.‘ & ¥
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ENVIRONMENTAL ANALYSIS

Environmental variables can be identified which materially affect the
disposition of land uses if the plan is to be cost effective. Severe
slopes, high water tables, and shallow bedrock have obvious cost conse-
quences if not identified. Conserving trees and natural ground covers
reduces landscaping costs and helps to prevent excessive erosion. Pub-
lic health and safety must also be protected by identifying easily pol-
luted soils and underground water supplies. |If properly conducted and
used, environmental analysis proves it is less costly to work with,
rather than against, nature.

As part of the environmental analysis, the visual opportunities and bur-
dens of the site, whether part of a larger neighborhood (if it's a small
site) or as a self-contained neighborhood (if a large one) must be iden-
tified. Visual attributes include iong or intimate views, dense or fil-
tered spatial enclosures, natural features, and water. B8urdens that must
be mitigated if possible include noise, odors, visual obstructions like
high tension lines, and unsightly views. The visual analysis locates
these opportunities and burdens so they can be used in developing the
land use plan most effecrively.

1
§
‘l —7-< [4 [ERVIRONMENTAL COMPOSITE _¥9 -fz = |

10



HOUSING PRODUCTS ANALYSIS

For land use plans to be used as reascnable representations of what can
be built and for rough development cost estimates, it is necessary to be
realistic about what can be placed on the ground (usually expressed as
net densities for each unit type). Typical cluster designs are developed
to insure that unit counts can be achieved and that lot improvement

costs are accurate.

Townhouses {

i G, e 7
" d WYrady . — L
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> VR ©
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e *ry

e b

N3 - Apartments
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LAND USE PLANS.

The land use plan must accommodate the market program and respect both
visual and other environmental considerations. |t must be cost-affec-

tively phased for on and off-site infrastructure and generally enhance
the marketability of the site through sensitive design.

12
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DIM DATA INPUT SHEETS

The Development Impact Model (DIM) calculates quickly and accurately

the combined consequences of the market, physical and other financial
data provided to it. It is used to speed up computation and to organize
the output so the project can be conveniently compared to acceptable
standards of performance. The general value of the computer program

is the ability to make many changes without the labor of endless calcu-
lation or the danger of error.

The DIM data sheets facilitate the systematic recording of the specific
data requirements of the program. Each section has an appropriate
heading covering the following four areas of data:

-"Market Data from the market program (modified if necessary after
physical planning)

- Physical Data from the land use plan
- Public Impact Data from the political climate and code analysis

- Financial Data from the client concerning sales and overhead
costs :

In general, the market determines revenues; land use, the costs; and
public impacts, the probability of public approval.

Attached to the dats sheets are specific definitions of what is included
in the number called for in each box. In some cases, checklists are
provided for even finer breakdowns. These deafinitions and checklists
provide confidence that nothing has been overlooked and that revisions
can be made without disturbing other variables. The data input to DOIM
is thus highly explicit.

14



client data

CLIENT NAME
DNAME .1
PROJECT NAME, LOCATION
DNAME-2
DATE
DATE-3
sitedata
SITE AREA
COVERAGE ALLOWABLE
A-4 GSCAP-5
INDUSTRIAL
COMMERCIAL
SCHOOL SITE Al-6 AC-6 AS-6
MAJOR ROAD (R.0.W.)
OPEN SPACE
AR-6 AQ-6
RECREATIONAL FACILITY
OTHER (SPECIFY) -
ARC-6 AQT-§
unitdata '
UNIT TYPES
DUMNMS-7
NET DENSITIES
O0-8
SALE PRICES - RESHZ)ENT!A!.ISF\-9
- INDUSTRIAL SPNRI-10
- COMMERCIAL SPNRC-11
MiX
MIX-12
NUMBER OF UNITS
INU-13
UNIT SIZE
AUS-14
NUMBER OF STORIES
STORYS-i5

15



demand data

ANNUAL REGIONAL
RESIDENTIAL DEMAND

RD-#6
ANNUAL REGIONAL
INDUSTRIAL DEMAND RID-17
ANNUAL REGIONAL
COMMERCIAL DEMAND RCD-18

school data

SCHOOL CAPACITY

CONSTRUCTION COST
SQUARE FOOT REQUIREMENT

CSC-20

CSC-20

SCHOOL BOND RATE
SCHOOL BOND TERM

0s-21

OPER. INC.

XQY-22

SCHOOL ENROLLMENT

municipal data

REAL ESTATE VALUE

MMV-24

POPULATION
MUNICIPAL COSTS

CCOMOI -26

fiscal data

ASSESSMENT FACTOR

AF-27

SCHOOL TAX MILLAGE
MUNICIPAL TAX MILLAGE

STM-28

MM-29

16




land and development data

LAND COST -
INTEREST
PROFESS IONAL_ FEES LC-30 INT31 FoP-31
DEVELOPMENT COST
OFF-SITE CONTRIBUTION

CA-33 DEVC-34

ANNUAL LAND EXPENDITURES
LAC-35

6

ANNUAL SITE-DEVELOPMENT

-

0
EXPEND I TURES XPCPY-36 ‘
7 2 4 S
ANNUAL OFF-SITE : J% 3 5
CONTRIBUTION osc-ﬂF
construction and management data
PERCENT LAND PRICE TO
SALE PRICE"
PCT-38
CONSTRUCTION COST/SQ. FT.
BY UNIT TYPE
_— _ . E_§CF-39
LOT IMPROVEMENT COST/
UNIT TYPE
CLI-40
PERCENT SALES COST
ESC-4t
TECHNICAL FEES
INTEREST ON CONSTRUCTION
. TECH .42 IQCC-43
OVERHEAD EXPENSE
POHE-44
H 2 4 5
ANNUAL RESIDENTIAL 5 Vi F ) 0
CONSTRUCTION 1D-45
0 2 4 [5
ANNUAL INDUSTRIAL = = ~—F 3 0
CONSTRUCTION 11D-46
T 2 4 S
ANNUAL COMMERCIAL 5 77 *F P
CONSTRUCTION ClD-47 ro

17




annual sales revenue data

ANNUAL RESIDENTIAL SALES
(UNITS)

1
SOU-ASF

ANNUAL INDUSTRIAL SALES 2 ¢
(ACRES) 3 )
SNRA] -4 f3
ANNUAL COMMERCIAL SALES i 3 N
{ACRES) ’3 0
SNRAC-50} L .
OTHER REVENUES
7 10
OR-51 5 3
OTHER EXPENSES E F
7 i
QE-52

18




NOTES ON INPUT CHECKLIST

KEY CODE

CLIENT DATA
DNAME
DHAME

DATE

SITE DATA
n

GSCAP

Al

AC

AS

AR

A0

ARC

AOT
UNIT DATA

DUMNMS

DD

KEY
NUMBER
(1)
(2)

(3)

4)

(5)

®)
(6)
(6)
©)
(6
®)
(6)

7)

(&)

DESCRIPTION

CLIENT NAME

ProJecT NaME, LOCATION:
OCATION BY MUNICIPALITY,
TATE.

DATE:
' EATE OF CHECKLIST COM-

PLETION,

SITE AREA:
$OTAL SITE ACREAGE.

COV?RAGE ALLOWABLE:

OTAL ALLOWABLE IMPERVIOUS
gavea AS DEFINED BY CODE;
Z COVERAGE MAXIMUM,

Non-RESIDENTIAL ACREAGES
INDUSTRIAL
COMMERCIAL
ScHooL SITE
MaJor Roap (RiGgHT-OF-WaY)
OpeN Space
ReEcREATIONAL FACILITY

OTHER (SPECIFY)

UNIE Types:
SEI N Nbayse (TH) . GARDEN
?PAR?MENT ?8K§, ?Iﬁ-éISE
MR), HieH RISE (HR),

Netr DENSITIES:

NET DENSITY PER UNIT TYPES,
IN DWELLING UNITS PER ACRE,

19



ISP
SDNRI
SPNRC
MIX

INU

AUS

STORYS

RID

)

1w
(1
(12>

(13

am

(15

(186

(17)

SALE Prices:

ESTIMATED AVERAGE SALES PRICE
BY RESIDENTIAL UNIT TYPE,

ESTIMATED AVERAGE SALES PRICE
BY INDUSTRIAL UNIT TYPE,

ESTIMATED AVERAGE SALES PRICE
BY COMMERCIAL UNIT TYPE,

Mix:
SUGGESTED RESIDENTIAL UNIT
MIX AS A PERCENT OF 8TAL
RESIDENTIAL UNITS (100%
SUGGESTED NON-RESIDENTIAL
UNIT MIX AS A PERCENT OF -
T NON-RESIDENTIAL UNITS
(100"

NUMEER ofF UNITS:

UGGESTED NUMBER OF UNITS
BY RESIDENTIAL AND NON-
RESIDENTIAL TYPES.

UNIE Size:

STIMATED SQUARE FOOTAGE OF
LIVING AREA BY RESIDENTIAL
UNIT TYPE, STIMATED SQUARE
FOOTA%ELxg Gross LEASABLE
A BY NON-RESIDENTIAL
UNIT TYPE.

NUMEER oF STORIES:

STIMATED HEIGHT OF BUILDINGS
IN NUMBER OF STORIES BY RESI-
DENTIAL AND NON-RESIDENTIAL
UNIT TYPES.

ANN*AL REGIONAL RESIDENTIAL DEMAND:
OTAL NUMBER OF RESIDENTIAL
UNITS DEMANDED ANNUALLY
WITHIN THE DEFINED MARKET AREA.

ANN¥AL RecionaL INDUSTRIAL DEMAND:
OTAL NUMBER OF INDUSTRIAL
UNITS DEMANDED ANNUALLY
NiTHéN THE DEFINED MARKET AREA.
0 s@, FT. PER UNIT)

20



RCD

NSC

CSC

cSC

DS

DS

XQY

MSC

(18)

(19

(20)

(20)

(21)

(2D

(22)

(23)

ANN¥AL RecionaL CoMMERCIAL DEMAND:
OTAL NUMBER QF COMMERCIAL
UNITS DEMANDED ANNUALLY WITHIN
TTE 8 FINED MARKET AREA
(1,000 s@. FT. PER UNIT)

SCH?OL CAPACITY:

OTAL NUMBER OF SPACES AVAIL-
ABLE IN T?$ MUNICIPAL SCHOOL
SYSTEM, OTAL CAPACITY OF
ALL SCHOOLS MINUS CURRENT
ENROLLMENT. )

CONETRUCTION CosT (ScHooLs):
STIMATED COST PER SQUARE
FOOT FOR SCHOOL CONSTRUCTION.

SQU?RE FooT REQUIREMENT:

HE NUMBER OF SQUARE FEET
REQUIRED PER STUDENT BY
STATE LAW OR MUNICIPAL
RECOMMENDAT ION,

SCH?OL BonDp RATE:

HE CURRENT OR PROJECTED
INTEREST RATE ON SCHOOL
BOND OFFERINGS,

SCH?OL BonD TERM:

HE CURRENT OR PROJECTED
NUMBER OF YEARS FOR A SCHOOL
BOND TO REACH MATURITY FROM
ITS INITIAL OFFERING,

OPE§. INnc,

HE AMOUNT OF REVENUE RAISED
THROUGH LOCAL REAL ESTATE
TAXES USED IN THE SCHoOL
OPERATING BUDGET FOR THE
CURRENT ACADEMIC YEAR,
(RESIDENTIAL ONLY IF AVAILABLE)

SCH?OL ENROLLMENT:

HE TOTAL NUMBER OF SCHOOL
CHILDREN REGISTERED IN THE
SCHOOL SYSTEM FOR THE CURRENT
ACADEMIC YEAR (DATE),
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MMV (24)
NR (25)
CCoMoI (26)
Erscat Data
AF 27)
STM (28)
MM 29)
Lanp anp DevelLopMENT DATA
LC (30)

REA% EsTATE VALUE:
TEE

TAL VALUE OF ALL REAL
ESTATE BEFORE THE ASSESSMENT
RATIO IS APPLIED, |YPICALLY
BROKEN DOWN INTO RESIDENTIAL
?ND NON-RESIDENTIAL USES
SUPPLY BREAKDOWN IF POSSIBLE).

POPELATION: :

URRENT TOTAL POPULATION
DEFINED BY THE MUNICIPALITY
orR LENsuUS.

HUNACIPAL CosTs:

NY EXPENDITURES REQUIRED BY
THE MUNICIPALITY DUE TO THE
DEMANDS OF PROJECT DEVELOPMENT,

Ass;ssmenr FACTOR:

HE RATIO OF ASSESSED VALUE
TO MARKET VALUE USED BY THE
ASSESSOR’S OFFICE FOR DETER-
MINING THE VALUE OF REAL
ESTATE FOR TAX PURPOSES,

SCH?OL Tax MILLAGE:

HE MILLAGE RATE SET BY THE
MUNICIPALITY FOR SCHOOL
REVENUES RAISED FROM REAL
ESTATE TAXES. . (SUPPLY ITEM-
IZED TAX BILL.)

HUN{CIPAL Tax MILLAGE:

HE MILLAGE RATE SET BY THE
MUNICIPALITY FOR MUNICIPAL
REVENUES RAISED FROM REAL
ESTATE TAXES., _ (SuPPLY ITEM-
IZED TAX BILL,)

LANg CosT:

ROSS PURCHASE PRICE OF THE
LAND NET OF_ANY INTEREST
CHARGES, (THE ANNUAL DISTRI-
BUTION OF LAND AND CARRY MAY

B 1 P9 e
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INT GL)

FOP (32)

CA (33)

DEVC (34)

LAC (35)

XPCPY (36)

0SC 37)

INTTREST‘
NTEREST RATE AT WHICH LAND
FINANC ING WAS/WOULD BE OBTAINED.

PRO?ESSIONAL FEEs:

OTAL FEES TO INCLUDE ALL PLAN-
NING AND LEGAL EXPENSES BEFORE
ANY TECHNICAL FEES RELATING. TO
CONSTRUCTION (DEFINED BELOW),

DEV?LOPMENT CosT:

OTAL _COST OF_SITE DEVELOPMENT

(see ExH1 ?IT 1 FOR ITEMIZED
BREAKDOWN

OFF-= SITE CONTRIBUTION‘
ToTAL sFF SITE cosTs (see Ex-
HIBIT 2 FOR ITEMIZED BREAKDOWN),

AnnuaL LAND ExPeENDITURES ($):
ANNUAL DISTRIBUTION OF LAND
AND CARRY COSTS T?ﬁOUGH THE

PROJECT PERIOD, AY BE

Bl an Br5 0 7 T

ANNXAL S1TE-DEVELOPMENT EXPENDITURES

NNUAL PERCENT DISTRIBUTIQN OF
SITE DEVELOPMENT COSTS. 1HIS
WILL BE RELATED TO ESTIMATED
CONSTRUCTION OR PHASING PACE.

ANNXAL Orr-SiTE CoNTRIBUTION ($):
NNUAL DISTRIBUTION OF OFF-SITE
?STS THROUGH THE PROJECT PERIOD,
:g {gTAL SHOULD AGREE WITH.
B

CONSTRUCTION AND MaNAGEMENT DATA

PCT (38)

ESCF (39)

PER%ENT LAND PrRICE TO SALE PrICE:

HE PERCENT OF TOTAL RESIDEN-
TIAL UNIT SALE PRICE ATTRIB-
UTABLE TO LAND SALE,

CONETRUCTION CosT/sa. FT. BY UNIT TYPE:
STIMATED COST PER SQUARE FOOT
FOR RESIDENTIAL CONSTRUCTION
(BRICKS AND MORTAR) OF LIVING
AREA, BASEMENTS, AND GARAGES
(SEE XHI?IT FOR ITEMIZED
BREAKDOWN
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CLI

ESC

TECH

[ocC
POHE

ID

[ID

CID

(40)

(41)

(42)

(43)

(44)

(45)

(46)

47)

LoT_IMPROVEMENT COST/UNIT TYPE:
STIMATED COST FOR LOT IM-
PROVEMENT (WITHIN THE LOT
. LINE) BY RESIDENTIAL UNIT
TYPE (SEE EXHIBIT 4 FOR
ITEMIZED BREAKDOWN),

PERﬁENT SaLes CosT:

ERCENT OF TOTAL SALE PRICE
ATTRIBUTED TO SALES AND
CLOSING EXPENSES,

TEC?NICAL Fees;

TOTAL FEES PER UNIT TO IN-
CLUDE ARCHITECTURAL, ENGI-
EEERING, HOOK-UP, ETC., (SEE
XHIBIT 5 FOR ITEMIZED BREAKDOWN).

Iuriﬂesr oN CONSTRUCTION:
NTEREST RATE AT WHICH CON-
STRUCTION FINANCING WAS/

WOULD BE OBTAINED,

OVERHEAD EXPENSE:
PERCENT OF SALE PRICE

ATTRIBUTED TO GENERAL
OVERHEAD EXPENSES,

ANNEAL RESIDENTIAL CONSTRUCTION:

STIMATED ANNUAL TOTAL RESI-
DENTIAL CONSTRUCTICON BEGIN-
NING WITH YEAR ONE, RUNNING

THROUGH THE TOTAL LENGTH OF
THE PROJECT,

ANNYAL INDUSTRIAL CONSTRUCTION:
STIMATED ANNUAL TOTAL IN-

DUSTRIAL CONSTRUCTION BEGIN-
NING WITH YEAR ONE, RUNNING

THROUGH THE TOTAL LENGTH OF
THE PROQJECT.

ANNEAL CoMMERCIAL CONSTRUCTION:
STIMATED ANNUAL COMMERC IAL
CONSTRUCTION BEGINNING WITH

YEAR ONE, RUNNING THROUGH THE
TOTAL LENGTH OF THE PROJECT,
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SDU (48) NNUAL RESIDENTIAL SALES (UNITS):
STIMATED ANNUAL UNIT SALES
BEGINNING WITH YEAR ONE, RUN-
NING THROUGH THE TOTAL LENGTH
OF THE PROJECT.

SNRAI 49 ANNEAL INDISTRIAL SALES (ACRES):
STIMATED ANNUAL SALE OF IN-
DUSTRIAL ACREAGE BEGINNING
WITH YEAR ONE, RUNNING THROUGH
THE TOTAL LENGTH OF THE PROJECT,

SNRAC (50) ANNEAL CoMMERCIAL SALES (ACRES):
STIMATED ANNUAL SALE OF
COMMERC IAL ACREAGE BEGINNING
WITH YEAR ONE, RUNNING THROUGH
THE TOTAL LENGTH OF THE PROJECT.

OR (51) OTHER REVENUES:
DDITIONAL ANNUAL REVENUES AN-
TICIPATED FROM THE PROJECT BY
YEAR NOT INCLUDED PREVIOUSLY.,

0EX (52) OTHER EXPENSES:
DDITIONAL ANNUAL EXPENSES
ANTICIPATED FROM THE PROJECT
NOT INCLUDED PREVIOUSLY,
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ITEM

EXHIBIT 1
DEVELOPMENT COST

(INCLUDE ALL. DEVELOPMENT/IMPROVEMENTS WITHIN
THE PROJECT'S BOUNDARIES EXCLUDING LOT IMPROVE-
MENTS AND BUILDING CONSTRUCTION COSTS.)

UNIT ALLOW-
QUANTITY COST ANCES*

TOTAL
COST

ROADS/STREETS (1)

1

gl

NOTES!

»

(L

CLEARING
ROAD GRADING
ROAD SURFACING
CURB AND GUTTER
SIDEWALK
STREET LIGHTING
EEDING/SODD ING
COMMON AREAS,
NOT LOTS)
STREET TREES/
PLANTING
(COMMON AREAS)

OTHER

SUBTOTAL

ALLOWANCES: ANY CONTINGENCIES ON ALLOWANCES FOR OVER-
HEAD AND PROFIT NOT INCLUDED [N UNIT OR TOTAL COST,

ROADS/STREETS = INCLUDE ALL NECESSARY IMPROVEMENTS, WITHIN
DEDICATED ROAD R,0.W., REQUIRED BY ORDINANCE AND/OR CODE,
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ITEM

UNIT
COST

QUANTITY

ALLOW-
ANCES

TOTAL
COST

STORM WATER/
SEWER SYSTEM (2)

1. rIPE

2. CATCH BASINS

3. CULVERTS

4, RETENTION PONDS
5, OTHER

SUBTOTAL
SANITARY SEWER/
SEWAGE DIsposaL (3)
1. SEPTIC SYSTEMS

2. TREATMENT PLANT

3, PUMP/LIFT
STATIONS

4, FORCE/GRAVITY
MAINS

5. MANHOLES

6. CONNECTION
CHARGES
ASSESSMENTS

7. OTHER

SUBTOTAL

NOTES:

STORM WATER/SEWER SYSTEM -~ INCLUDE ALL REQUIRED STORM SEWER/
DRAINAGE NECESSARY TO CONTROL STORM WATER RUNOFF AS REQUIRED

(2)

(3

BY ORDINANCE AND/OR CODE,

SANITARY SEWER/SEWAGE DISPOSAL = INCLUDE ALL CONSTRUCTION

NECESSARY TO PROVIDE COMPLETE SEWAGE FACILITIES.

INCLUDE ON-SITE LATERAL CONNECTIONS,
ON A LOT BASIS IN EXHIBIT 4,
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ITEM

QUANTITY

UNIT
CosT

ALLOW-
ANCES

TOTAL
CosT

D.

E.

F

1.
2.
3
4,

Sl

~ WATER SYsTeM (4)

WELL
MAIN
HYDRANTS
CONNECTION
CHARGES/
ASSESSMENTS

OTHER

SUBTOTAL

OPEN SPACE/
COMMUNITY
FACILITIES (5)

1.
2.
3.
4,
5,

CLEARING
PATHS
LIGHTING
PLAY AREAS

TENNIS COURTS
OR OTHERS

SWIMMING POOL

COMMUNITY
BUILDING

LANDSCAPING
OTHER

SUBTOTAL

TOTAL
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NOTES:

(4) WATER SYSTEM - INCLUDE ALL CONSTRUCTION NECESSARY TO PROVIDE
COMPLETE WATER DISTRIBUTION SYSTEM, DO NOT INCLUDE ON-SITE

LATERAL CONNECTIONS. THESE ARE CONSIDERED ON A LOT BASIS IN
EXHIBIT 4,

(5) OPEN SPACE/COMMUNITY FACILITIES - INCLUDE ALL IMPROVEMENTS
NECESSARY TO MEET RECREATIONAL DEMANDS OF PROJECT.
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ITEM

EXHIBIT 2

OFF-SITE CONTRIBUTION

(INCLUDE ALl DEVELOPMENT/IMPROVEMENTS BEYOND
THE PROJECT S BOUNDARIES THAT ARE CONSIDERED
TO BE ESSENTIAL OR ATTRIBUTABLE TO THE PRO-

JECT'S DEVELOPMENT.)

UNIT
QUANTITY COST

ALLOW=-
ANCES™*

TOTAL
COST

A,

B,

ROAD/STREET

1.
2.
3
4,
5.
6.

SURFACING

CURB AND GUTTER
TRAFFIC CONTROLS
LIGHTING
ASSESSMENTS
OTHER

SUBTOTAL

STORM WATER/
SEWER SYSTEM

1.
2.
3.
4,

5,

ALLOWANCES !

PIPE
CATCH BASINS
CULVERTS
CONNECTION
CHARGES/
ASSESSMENTS

OTHER

SUBTOTAL

ANY CONTINGENCIES ON ALLOWANCES FOR OVER-

HEAD AND PROFIT NOT INCLUDED IN UNIT OR TOTAL COST.
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ITEM

QUANTITY

UNIT
COST

ALLOW-
ANCES

TOTAL
COST

o

E.

Fu

SANITARY SEWER/
SEWAGE DISPOSAL

1., TREATMENT PLANT
IMPROVEMENTS

2, PUMP/LIFT
STATIONS

3, FORCE/GRAVITY
MAINS

4, MANHOLES

5, CONNECTION
CHARGES/
ASSESSMENTS

6. OTHER
SUBTOTAL

WATER SYSTEM

1. MAIN

2. HYDRANTS

3, CONNECTION
CHARGES/
ASSESSMENTS

4, oTHER
SUBTOTAL

OTHER coSTs/
COMMUNITY FAC,
CONTRIBUTIONS
1. scHooLs

2. PARKS

3. OTHER

SUBTOTAL

TOTAL 3



. EXHIBIT 3

CON?TRUCTION c0osT/sq. §T.
FOR EACH UNIT TYPE

(INCLUDE ALL CONST;UCTION COSTS RELATED TO ACTUAL PRO-

DUCTION OF HOUSING

DWELLING UNIT EXCLUDING SITE AND LOT

DEVELOPMENT AND ARCHITECTURAL FEES, MARKETING COSTS, ETC.)

UNIT TYPE

[TEM

SIZE S$Q., FT. COST TOTAL

LIVING AREA
BASEMENT
GARAGE
OTHER
TOTAL

LIVING AREA
BASEMENT
GARAGE
OTHER
TOTAL

LIVING AREA
BASEMENT
GARAGE
OTHER
TOTAL

LIVING AREA
BASEMENT
GARAGE
OTHER
TOTAL
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EXHIBIT 4

LOT IMPROVEMENT COST
(FOR EACH UNIT TYPE)

A, SINGLE FAMILY DETACHED: INCLUDE ALL
DEVELOPMENT/ IMPROVEMENTS WITHIN THE LOT
AREA EXCLUDING ACTUAL BUILDING CONSTRUCTION,

B. SINGLE FAMILY ATTACHED: [INCLUDE ALL
DEVELOPMENT/ IMPROVEMENTS WITHIN THE SITE
AREA OF THE HOUSING CLUSTER/BUILDING TYPE
ATTRIBUTED TO EACH INDIVIDUAL DWELLING UNIT,

C, MULTI-FAMILY: INCLUDE ALL DEVELOPMENT/
IMPROVEMENTS WITHIN THE SITE AREA OF THE
BUILDING "UNIT" ATTRIBUTED TO EACH INDI-
VIDUAL DWELLING UNIT (TOTAL COST DIVIDED
BY NUMBER OF D.U, = COST PER D.U./,

UNIT TYPE:

UNIT ALLOW- TOTAL
ITEM QUANTITY CosT ANCES COST

A, CLEARING (1)

B. GRADING A?B
DRAINAGE (2)

C.  SURFACING (3)

D, SAFETY CONTRoLs (&)
E.  WATER SERVICE (5)
F.  SANITARY SEWER (6)
G. LANDscaAPING (7)

H., FEES AND
PERMITS (8)
1. OTHER (9)

TOTAL
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NOTES:

oy
(2)

(3)
4)
(5)
(6)
(7)
(8)
)

CLEARING - INCLUDE TOTAL AND SELECT]IVE CLEARING NECESSARY
TO ACCOMMODATE CONSTRUCTION WITHIN "LOT™ AREA,

GRADING AND DRAINAGE - INCLUDE ALL IMPRCVEMENTS NECESSARY
TO PRQVIDE FOR ADEQUATE DRAINAGE AND STORM WATER RUNQOFF
FROM "LOT.

SURFACING - INCLUDE ALL DRIVES AND PARKING AREAS, WALKS
AND TERRACES AND QTHER SURFACING, : '

. SAFETY CONTROLS-~- INCLUDE BOLLARDS, LIGHTING AND OTHER

CONTROLS.

WATER SERVICE = INCLUDE ALL WATER LATERALS FROM MAIN IN
ROAD R.O0.W. TO BUILDING,

SANITARY SEWER = INCLUDE ALL SEWER LATERALS FROM SEWER
MAIN TG BUILDING, '

LANDSCAPING - INCLUDE GRADING, TOPSOIL, SEEDING, AND LAND-
SCAPE CONSTRUCTION AND PLANTING ALLOWANCE.

FEES AND PERMITS - INCLUDE SEWER AND WATER HQOK-UP AND
BUILDING PERMITS.

OTHER.
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EXHIBIT 5

TECHNICAL FEES

(INCLUDE ALL ARCHITECTURAL, ENGINEERING, LAND-
SCAPE ARCHITECTURAL, LAND SURVEYING, GRAPHIC
AND INTERIOR-DESIGN FEES FOR EACH CATEGQORY ON
A UNIT BASES AS INDICATED BY THE NOTES.)

I[TEM

TOTAL
COST

A. ARCHITECTURAL (1)

B, ENGINEERING (2)

C.  LANDSCAPE ARCHITECTURAL (3)
D.  LAND SURVEYING )

E. GRAPHICS (5)

F., INTERIOR DESIGN (B)

TOTAL
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NOTES:
(1) ARCHITECTURAL

A. BUILDING DESIGN (COMPLETE)

B. CONSTRUCTION SPECIFICATION (BUILDING svsrgms)

C. CONSTRUCTIOM COST ESTIMATES AND P§OGRAM ($ AND SCHEDULE)
D. CONSTRUCTION INSPECTION (PERIODIC

(2) ENGINEERING

A, ROAD/STREET SYSTEMS gsszeu (HORIZONTAL AND VERTICAL
CURVE DATA, PROFILES
B. UTILITY SYS{EMS DESIGN (SEWAGE, WATER, STORM, ETC.)

C. LOT DESIGN (LOT CLOSURE AND PLAT/SURVEY DATAJ

D, CONSTRUCTION SPECIFICATIONS (ROAD AND UT%%ITY SYSTEMS)
E. CONSTRUCTION COST ESTIMATES AND P§OGRAM AND SCHEDULE)
F. CONSTRUCTION INSPECTION (PERIODIC

(3) LANDSCAPE ARCHITECTURAL

A. LANDSCAPE CONSTRUCTION AND PLANTING DESIGN (ALL SITE
IMPROVEMENTS NOT COVERED BY ARCHITECTURAL AND ENGI-
NEERING, [.E. GRADING, SURFACING, RETAINMENT, LIGHT-
ING, PLANTING, 'SPECIAL FEATURES, ETC.)

B. CON TRgCTION AND PLANTING SPECIFICATIONS (AS NOTED
IN 3A,

c. % NSTRUCTION AN? PLANTING COST ESTIMATES AND PROGRAM

AND SCHEDULE .
D. CONSTRUCTION AND PLANTING INSPECTION (PERIODIC)

(4) LAND SURVEYING
A, ROAD/STREET SYSTEMS LAY%UT (SEE 2A.)
B. UTILITY SYSTEMS LAYOUT (SEE ZB.)
C. LOT LAYOUT (BOUNDARY SURVEY AND MONUMENTS)
D. BUILDING LAYOUT (STAKEOUT AND SET ELEVATIONS)
E. LANDSCAPE CONSTRUCTION LAYOUT (STAKEOUT DRIVES,
PARKING, ETC. AND SET ELEVATIONS
(5) GRAPHICS

A. SIGNAGE (PROJECT SIGNS, ETC.)
B, P.R, LITERATURE (BROCHURES, ETC.)

(6) INTERIOR DESIGN

A, INTERIORS (SAMPLES/MODELS)
B. MATERIALS/COLORS (TYPICAL UNITS)
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EXAMPLE: INPUT CHECKLIST
(Private Developer Data Only)

client data
CLIENT NAME XYZ Corporation
DNAME -§
PROJECT NAME, LOCATION A-PUD, Akron, Ohio
DINAME -2
DATE 8/13/79
DATE-3!
sitedata
.SITE AREA
COVERAGE ALLOWABLE 207.00
A-4 GSCAP-5
INDUSTRIAL
COMMERC I AL k.79
SCHOOL SITE Al-6 AC-6 AS-6
MAJOR ROAD (R.O.W.)
OPEN SPACE - 7.40 112.35
AR-6 AQ-6
RECREAT IONAL FACILITY
OTHER (SPECIFY) 3.30 7.58
ARC-6; AQT-6
unit data
UNIT TYPES SFD TH GA
' DUMNMS-7
NET DENSITIES 4.42 8.75 15.20
DD-8
SALE PRICES - RESIDENTIAL |
- INDUSTRIAL sPnrio| 68250. | 52800. | 43700.
- COMMERC!AL SPNRC-11
M1X 22.1 22.5 55.5
MiX-12!
NUMBER OF UNITS 141 143 354
INU-13]
UNIT SIZE 1625 1200 950
AUS-14
NUMBER OF STORIES 2 2 2
STORYS 15
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land and development data

LAND COST
INTEREST
PROFESS IONAL FEES

1,424,665 0.00

LC-30 INT-31

150,000

FOP-21

DEVELGPMENT COST
OFF-SITE CONTR{BUTION

1,535,714 113,000

CA-33 DEVC-34

E_z

50000. 413333, E386666. ‘3

74666. |

ANNUAL LAND EXPENDITURES
LAC-3S

7 F

ANNUAL SITE-DEVELOPMENT

3 o

517

.230 .275

o,

EXPEND I TURES PCPY-36

9

E

1
ANNUAL OFF-SITE !

3 4

L

13000.

0
L
0

CONTR!{BUTION osc-

7 E)

¥

construction and management data

PERCENT LAND PRICE TO

SALE PRICE
§ PCT-38}

14, 3. 6.

CONSTRUCTION COST/SQ. FT.
8Y UNIT TYPE
ESCr39

25. 24, 22.

LOT IMPROVEMENT COST/
UNIT TYPE
CL1-40

3000. 3100. 2100.

PERCENT SALES COST
ESC-41

14

TECHNICAL FEES
INTEREST ON CONSTRUCTION

350

TECH 42 10CC-4

OVERHEAD EXPENSE

5.0

PCHE-44

i

186 190

ANNUAL RESIDENTIAL

CONSTRUCTION IDMSF

ANNUAL [INDUSTRIAL
CONSTRUCTION

",
i

ANNUAL COMMERCIAL
CONSTRUCTION

cio-a”

NNQ—RTQM




annual sales revenue data

ANNUAL RESIDENTIAL SALES 186
(UNITS)
SDU-48

2 190 ¥ 116

2

(ACRES)

ANNUAL INDUSTRIAL SALES F
SNRAL~49
4

ANNUAL COMMERCIAL SALES

3

(ACRES) _ ;
SNRAC- -+

OTHER REVENUES E | ~ ¥
17

- OR-51 . .

OTHER EXPENSES onoooo. 200000.

7

oE-52 P

33




APPENDIX: DEVELOPMENT IMPACT MODEL — OPERATING PROCEDURE

The qeye!opmeqt Impact Model is a system for analyzing development proposals to determine their economic
feasibility within the constraints imposed by natural determinants, physical delivery systems, public
service systems, marker factors and legal requirements. The following is an ocutline of the procedure
far using the Development Impact Model.

DATA COLLECTIiON

A. Site Analysis

1. Base map with location of property outbounds and important features from property survey or county
tax maps.

2. Municipal zoning map and code and development codes for analysis of legal constraints.
3. Municipal and county master plans for analysis of public intentions and poiicy.
4, Price of land from the developer or other source for use in the feasibility analysis.

5. Legal fees, interest on land, and other miscellanecus front-end costs from the develocper for use
in the feasibility analysis.

B. Natura! Determinants and Coverage Anaiysis

1. County soil survey from Soil Conservation Service for soil series types, shallow to bedrock,
seasonal high water table, alluvial soils.

2. Topographic maps of site and surrounding areas from U.S. Geological Survey or site survey for
slope analysis.

3. Aerial photographs of site from U.S. Department of Agriculture, Aero Service, etc., for analysis
of vegetation and other physical features.

4. Hydrology and flcodplain location from the U.S. Army Corps of Enginesrs or the Soil Conservation
Service for floadplain analysis.

C. Physical Systems Analysis

1. Streets and roads from municipal or county planning department/commission or stace highway
department, or a traffic study by a consultant.

a. Right-of-way and cartway dimensions, including intersection approaches.

b. Existing traffic volumes.

c. Design capacities. (lIntersection capacities are usually critical points.)

2. Water supply information from municipality, county, or private water company{ies).

a. Location and excess capacity of water lines near the site.

b. Supply costs and hook-up charges.

c. If there is no feasible public water supply, detarmine the ground water supply and delivery
costs from the Soi! Conservation Service, state department of natural resourcas or its
equivalent, or wel! drilling companies.

3. Sewer saervice information from the municipality or county authority.

a. Location and excess capacity of sewer lines in the area.

b. Sewer rental rates and hook-up charges.

c. If there Is no public sewer available, contact state department of health for package plant or
septic tank requirements and costs.

4. Check location of electrical supply and cost of installing lines underground with the local power
company .

5. Check location of telephone lines and cost of installing lines underground with the local telephone
company. Determine whether this can be coordinated with electric lines for any savings.

6. Check location and hook-up costs for gas service with the local gas company.
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0. Public Scrvicn: and Revenues Anaiysis
1. Obtain a copy of the current municipal budget.
2. Check the leve! of service provided for By the budget for:
a. Police
b. Fire
¢. Recrsation, parks
d. Road maintenance
s. Other
3. Check sourcas of municipal revenue, tax base, and rate.
a. Property Tax
(1) Total reveanue
(2) Total assessed value
(3) Assessment race
(&) Tax rate
b. income tax
(1) Total revenue
(2) Tactal personal income (average housshold income times number of housahoids)
(3) Tax rate
c. Per capita and other taxes
(1) Total taxable popuiation
{2) Tax race
d. State and federal subsidy
(1) Amount of subsidy
(2) Basis for subsidy
e. Municipal debt
(1) Currant municipal dedt
{2) tegislacive debe limic
4. School data
a. School taxes - Obtain school dudget and supporting data to determine:
{1) Property tax
(a) Tatal revenue
{b) Total assessed vaiue
{c) Assessment rate
(d) Tax rate
{2) Income tax
(a) Total revenue
(b) Tota! personal income

(e¢) Tax rate
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(3) Per capita and other taxes
(a) Total taxable population
(b) Tax rate
(4) State and federal subsidy
(a} Amount of subsidy
(b) Basis for subsidy
(5} School debt
{a) Currant debt
(b) Legislative debt limit
b. School capacity/enrollment
(1) Current enroilment
{2) Current capacity
c. Plans for school expansion
E. Market Analysis
1. Market comparables
a. Unit types {market mix: percent of each type available),
b. Sale prices and rents.
c. Unit sizes.
d. Special features.
2. Market absorption rates
3. Cyclical construction trends. {ls the market over-built or under-built now?)
4. Neighborhood characteristics
5. Regional location factors:
a. Access to work, shopping, recreation, etc.
b. Speclal amenities.

c. Major poliution sourcss, etc.

NATURAL SYSTEMS ANALYSIS

Dollar costs that may be incurred to ovarcome restrictions or meet performance standards should be
particularly noted.

A. Analysis of Natural Restrictions

1. Vegetation
a. Acres in each vegetation classification (wooded, non-wooded).
b. Percentage of the site in each vegetation type.

2. Slopes
a. Acres In each slope classification {0-3%, 3-8%, 8-15%, 15-25%, 25+%).
b. Percentage of the site in each slope classification.

J. Seasonal high water table {SHWT)
a. Acres in each class of SHWT.

b. Percentage of the site in each SHWT class.
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4. Shailow to bedrock
a. Acres in each class of shallow to bndr;;ck.
b. Percentage of the site in each shallow to bedrock class.
§. Floodplain
3. Acres of the site in the floadplain.
b. Percentage of the site in the flcadpliain.
6. Composite development restrictions.
a. Acres with development restrictions.
b. Percentage of site with cevelopment restrictions.
8. Coverage Limits Anasiysis

This involves an anaiysis of the projected runoff of stormwater and the detsrmination of imperviocus
coverage |imits ar performance standard requirements.

LANG USE DESCRIPTION
Determine the types of units, market values, sizes and mix. These will be based on the develcper's
prefarences and the market study.
SCHEMATIC SITE DESIGN
This 13 a blob diagram showing land use classifications (single-family, townhouses, garden agpartments,
commercial, open space, etc.) and the major circulation and utility lines. The amount of land shown in
the various blobs should agree with the reguirad unit mix determined in the Land Use Description phase.
The schematic design should also respect the natural restrictions from the Matural Systems Analysis
phase.
PHYS ICAL DELIVERY SYSTEMS ANMALYSIS
A. Roads

1. Length of major access and site circulation.

2. Cost of major accass and circulacion.

3. Cost of intarsection improvements.
8. Water System

1. Length of major water lines on- and off-site.

2. Cost of major water lines.

3. Cost of other water systam features if required {wells, pumps, storage tanks, treatment equipment,
ete.) .

C. Sewer System

1. Length of major sewer lines on- and off-site.

2. Cost of major sawer lines including manhcies.

3. Cost of other sewer system features |f required (pumping station, package plant, ete.).
D. Other Utilities

1. Length of other utility lines (tslephone, electric, gas).

2. Cost of utility lines not paid by the utility companies (placing system underground, etc.).
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DENSITY FEASIBILITY ANALYSIS

A. Upper limit of development density can be determined in a number of ways:

1.

2.

Haximum density allowable from zoning or PUD code. This is the iegal maximum.

Maximum density possible within the_constraints imposed by the market mix and lot sizes from the
Land Use Description phase. This can be caiculated using Equation 1.

Op = o (Equation 1)
L tymy ‘
where Op is the net density based on the market study mix,
L is the lot size for the unit type {acres),
m is the mix for the unit type (%), and
n is the total number of unit types.

For instance, if the market study shows that the proposed develcpment should include 80X (my)
single family homes on half acre lots (£y = ,5), 10% (m;) townhouses at 10 per acre (L3 = .l),
and 10% (ml) garden apartments at 14 per acre (L3 = .07), then the net density would be calcu-
lated as f3llows:

O

100 / {(.5 x 80) + (.1 x 10) + {.07 x 10)}

100 7 (40 + 1 + .7)

100 / 41.7
= 2.4 du/acre

Maximum density determined from the coverage analysis in the Natural Systems Analysis phase and
the market mix of the Land Use Description phase. Three impervious coverage (C) values ars re-
quired: (a) the waighted average coverage per unit {Cx), (b} the amount of impervious coverage
allowed for the site (Ca), and (c) the amount of impervious coverage per acre for all major site
improvements such as community buildings, major roads, etc. (C8).

A weighted average is calculated using the following equation:

v, k

n “n
x = L I v

(Equation A)
n

where v 15 the number of each variable or element,
k is the constant value of each variable or slement, and
n is the number of different variables.

This equation can then be used to calculate the weighted average coverage per unit. For instance,
suppose that the following is the recommended mix from the market study:

Unit Unit Net Parking, Toial/

Type Area Stories Cover Patio, stc. Unit Mix
SF 1700 sf 1 1700 sf 1000 sf 2700 sf 10%
TH 1400 sf 2 700 sf 600 sf 1300 sf 30%
GA2 1000 sf 3 333 sf 600 sf 933 sf 303
GAt 800 sf 3 267 sf 600 sf 867 sf 30%

Therefore, If the percent mix is the variable value (v) and the total coverage per unit is the
constant value (k), then for the four (n) unit types the weighted averags coverage per unit (cx)
can be calculated as follaws:

v,k‘ * voky + v;k3 + vyky

Cx = Vi vy v V3t

(10 x 2700) + (30 x 1300) « (30 x 933) + (30 x 867)
T0O + 30 + 30 + 30

27000 + 39000 + 27990 + 26010
100

12000/100 = 1200 sf/du
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:helmximu- density based on the cover mode! (D;)} can then be calculated using Equacion 2 as
Gl lows:

o, = 435.6 x Ca) - C§ (Equation 2)

Cx

As an exampie, assume that the allowable impervicus coverage for the site based on the cover model
{Ca) is 22%, the coverage per acre of ail major site Improvements (C&8) is 1500 squars feet per
acre, and the weighted average coverage per unit is 1200 square feet per unit as above, chen the
maximum densily would be caiculated using Equation 2 as follows:

0 = (435.6 x 22) - 1500
i 1360

= 9583.2 -1500

= 8083.2 / 1200
= §.736 dulacre
8. Sreak-even Qeansity. This is the minimum project density at which the developer will be able to mest
all costs and stil! make an accaptablie profit. This is used to determine tha relationships among
the zotal site develocpment cost (both on- and off-site), the average market vaiue par unit, and the
density.
1, The basic braak-sven density equation Is as foillaws:
o, = L (Equatiocn 3)
0826 x V x A
whers L is the major site development costs ($),
V is the average market value per unit ($/du}, and
A is the site area in acras.
1. Variations of brsak-even squation.
a. To find the average market value if the density and development cost i3 known:
VvV = L/ (.0826 x A x Dg) {Equation 3a)
b, To find the allowable deveiopment cosz If the density and average market value i3 knowa:

L= ¥xAx0,x .0826 {Equation 3b}

3. Determination of site development cost {L). This is the total of ail front-end and major improve-
meant costs. It includas:

a. Cosc of land.

b. Interest on land.

¢. Planning faes.

d. Legal fees, permits, etc.

e. Sewer tystem.

f. Water system,

g. Roads and intersection !mrovcn.nnts.

h. Community buildings and recreation facilities.
f. Other major sits Improvement costs.

4. Oetermination of average unit market value (V). This is the weighted average of the market value
of all units,

3. V can be 3 one-number estimate for the whole project.

b. A more accurate method of decermining V is to use 2 weighted average of the project value of
esch type of unit based on the Land Usae Description analysis and the market study.
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¢. To find the market value for rental apartments, multiply the expected annual rent by 7.28.

d. To find the tatal construction cost (bricks and boards plus unit share of major site development
costs) from the market value, divide the market value by 1.661.

e. To find the unit share of the major site development costs from the market value, multiply the
market value by .0826.

f. To find the total construction cost {(bricks and boards plus unit share of major site develaopment
improvement costs) from the annual rent, multiply the annual rent by 4.3833.

C. Equilibrium break-even density. This analysis is used when the developer and the municipality {or
school district) share the cost of major site improvements. The analysis is subject to the con-
stralnts that the project must generate a positive tax surplus if the developer pays all major site
development costs. -

With the equilibrium analysis the municipaiity invests all tax surplus generated by the project in the
major site develcpment costs. When the municipality pays part of the site develupment cost, the break=
even density for the developer is lowered because his costs are lowered. The equilibrium analysis
determines the minimum breakdown density where the developer just breaks even and the municipality
reinvests all tax surplus. The analysis also determines the respective shares of costs for the

. developer and the municipality.

The equilibrium break-even density (Dp) is calculated using the following equation:

Dy = {Equation &)

L
A{.0826 v+ 15 ({Vy xM xR+ T -5)}
where L is the major site development costs ($),
V is the average market value per unit {($/du},
A is the site area in acres,
M is the tax millage rate,
R s the assessment factor,
T is all other taxes paid by the occupants per unit, and
S is the unit service cost.

All of the other taxes paid by the occupants of the uaits would include Income taxes, per capita
taxes, etc. This vaiue (T) is caiculated on a per unit basis for the entire project. The unit
service cost (S) is based on the average cost per unit for municipal services to the project. This
is based on an analysis of the municipal budget. The same procedure would be used for school
budget information if the equilibrium analysis was between the developer and the school district.

For instance, suppose that each of the variables has the following values:

L = $71,500,000
v = $25,000

A = 120 acres
M = Q29

R = .6 (60%)

T = $250/unit
S = $600

The equilibrium break-even density would be calculated using Equation 4 as follows:

0y = 1,500,000

720 1(.0826 x 25,000) + 15 ({25,000 x .025 x BT + 250 - 600) ]
= 1,500,000
120 12065 + 15(375 + 250 - 600

- 1,500,000
120 {2065 + (15 x 25

- 11500,000 .
120 (2065 + 375
= 1,500,000
120 x 2h40
= 1,500,000

292.300

= 5,12 du/acre
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To caiculate the developer‘s share of the site developoment costs (Ly), use Equatian 3b by
substituting the equilibrium break-even density (Dy) for the break-even density (Og) in the
equation as follows: :

Lg = ¥V xAxDyx .0326 (Equacion 4a)

The municipality's share of the site development costs (Ly) is simply calculated By sudbtracting the
developer's share from the total site development costs:

la = L =Ly {Equation 4b)

Following through with the above example, the deveioper's share of the site deveiopment casts would be
Lg = 325,000 x 120 acres x 5.12 du/acre x .0826

= $1,268,736

and the municipaiity's share would be
La = $1,500,000 - $1,268,73%

= $231,264

There are two major practical limitations on the use of the equilibrium analysis:

1. Any investment of public funds In major sits develaopment must be politicaily expedient. The
municipalicy might be able to invest in Intersection improvements, off-gsite sawer lines, and other
improvaments which ostensibly benefit more of the public than just the residents of the site. If
the municipal share of costs at the equillbrium density is $200,000 but only $100,000 in off-site
pubiic improvements can judicicusly be made, then the other $100,000 will remain as a tax surplus.

2. Separate taxing bodies normaily will not and cannot exchange surplus revenues to balance out
deficics. If a project is developing a $100,000 municipal tax surplus, a $100,000 schoo! tax
deficit will not de cancailed out.

DEVELOPMENT EXTERNALITIES

This section deals with costs (monetary and non-monetary) and revenues geanerated by a deveicpment. A
detailed analysis of thess externalities is often useful for planning purposes.

A. Traffic Generation

1. Daily or peak hour trip generation rates by unit type are applied to the total number of units
contampiated for the projecz. This gives the tozal traffic generation.

2. Percantage allocation of the variocus access routes to the site is derived from origin-destination
studies.

3. B8y combining 1 and 2 above tha site-generated traffic icad on any acceass point can be detarmined.

4. Comparison of exiszing traffic, design capacity, and site-generaced traffic loads indicates the
amaunt of anticipated congescion.

§. !f a road or intersection Improvement |s needed to overcome the anticipated level of congestion,
the cost will become part of the major site development cosz. Either the municipality or the
daveioper can pay for the improvements.

8. Schoal Children

1. Scheol children generaticn races By unit type are applied to the total number of units comtemplazed
to obtain an estimate of the total number of school children generated by the project.

2. The school dudget will indicate the cost per student for operation. Multiply that cost by the
total number of students generated for the projected school cosis.

3. Project market value, property tax rates, and other tax information are used to determine the total
school tax generated by the project.

k., Formuias for state and federa! schoo! sudsidies are used ta determine the additional subsidy
created by the schoal children from the project.

5. The sum of items 3 and 4 above is compared to item 2 to determine the net surplus or deficit caused
by the project.
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C. Municipal Services

The revenue and cperations structure must be investigated to find which services are supported by
general taxes and which are supported by special user charges.

1. Typically sewer and water operations are separate from the general fund so that a property tax
surplus cannot usually be used for sewer construction. The structure of municipal services
must be Investigated to sort this out.

2. Costs, revenues, and indicators of use on a per capita, per square foot, per linear foot, per
dwalling, per acre, etc., basis for all municipal services should be investigated to find out
which areas show & favorable balance for the proposed project {or an unfavorable balance as the
case may be).
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INTRODUCTION

The residential development process involves "a complex set of
decisions over time by a group of key and supporting participants or
decision agents. Key decision agents include the landowner, the
developer, and the consumer; supporting decision agents include
realtors, financiers, and public officials.™ (1) Once begun, the
process only continues through positive decision making by one or more
of the actors involved. (2)

The concept design for the development of Monona Woods will focus
on three actors in the development process: (1) the developer seeking a
profit, (2) the consumer seeking toc affordably meet his housing require-
ments, and (3) the City of Monona seecking to implement the goals for
housing development outlined in its Master Plan of 1980. The ideal
concept design will reconcile the conflicting goals of these three
participants in the development process.

The primary issue in this residential development is how to
provide affordable housing to families with children within the City of
Monona. Monona has recognized certain demographic changes in the city;
namely that young adults and children are a decreasing portion of the
population while the elderly comprise an increasing portion. In future
years, this trend would lead to under-utilization of existing infra-
structure such as schools and could lead to deterioration of existing
housing stock as fixed-income elderly are unable to maintain their
homes. The Master Plan of 1980, through its goals and objectives for
housing development, seeks to reverse this trend by encouraging the
development of housing that the average family with children can afford
while maintaining the character of the city of primarily single~family,
owner-occupied detached residences. The objective is threefold: (1)
the development of housing that maintains the character of the City of
Monona that (2) meets the needs and budgets of young families with
children and (3) provides the developer with enough incentive to tackle

(1) Shirley F. Weiss, et al., Residential Developer Decisionms,
cited by Residential Development Handbook (Washington: Urban Land
Institute, 1978), p. 4.

(2) Residential Development Handbook, p. 4.




the job. Reconciliation of the needs of the three participants in the
development process will be a trade-off among the density of develop-
ment, the size of individual dwelling units and amenities such as
garages and basements, and construction quality.

The process by which the concept design for the development of
Monona Woods evolved is outlined below:

I. City of Monona--Analysis of the impact the city's attitude as
expressed explicitly in the 1980 Master Plan on potential
residential development and its impact on the Monona Wocds
site.

I1. Buyer Profile—Analysis of the typical buyer's needs and
desires in terms of unit size, quality, afenities, and
density and his ability to pay expressed as a maximum
affordable purchase price.

III. Site Analysis—Analysis of the physical attributes of the
site, the constraints these attributes place on develop—
ment, and identification of site amenities that will
enhance the marketability of the development. The form of
an ideal design solution begins to emerge.

IV. Initial Design Scenario—-The reconciliation of density, unit
size and amenities, and quality of construction that takes
into account the buyer's purchase budget, Monona's goals,
site attributes, and projected absorption rate but is
constrained by the developer's need for an acceptable
profit,

V. Modified Design Scenario——Again a reconciliation as above but
utilizing Tax Incremental Financing to offset some of the
development costs to enable the developer to more closely
meet the needs and desires of the consumer and the City of
Monona and to be more sensitive to the natural amenities
of the site while maintaining an acceptable profit.



SITE ANALYSIS

The site analysis portion of this report is divided into three
sections: (1) a detailed analysis of the physical features of the site,
(2) analysis of the linkages between the site, the City of Monona, and
the greater Madison area, and (3) a summary analysis outlining some of
the competitive advantages and disadvantages of the Monona Woods site
for residential development and featuresof an ideal development plan
suggested by the attributes of the site.

Physical Features

The physical features of the site were analized using a method
similar to one outlined by Ralph Kiefer and Michael Robbins in their
article "Computer-Based Land Use Suitability Maps." Briefly summarized,
the methodology is to divide the site into small cells, score each cell
for features and attributes affecting the design and construction of
residential structures and amenities, and then derive a composite score
for each cell. Those cells with the best scores will indicate the areas
of the site most suitable for development while the cells with the worst
scores indicate those areas of the site that should be left as open
space.

To impliment this method in Monona Woods, the site wasdivided
into 349 cells, each approximately 50' x 50' as shown in Exhibit 1.
Each cell is about halfthe gize of a residential lot. The eight
attributes thought to have a major impact on development were selected
and appear as follows:

1. Soil type
. Suitability for buildings
Suitability for roadways
Slope
. Archeological site
. Mature tree masses
. Yiew

8. Protection from winter wind and solar orientation
These attributes ascribed to each cell are scored according to Kiefer's
classification as described in Exhibit 2.

~NOoOUMes~LN
.

The soil map, Exhibit 3, shows the location of the four soils
present on the site. The St. Charles silt loam is an upland prairie



EXHIBIT 1
SITE DIVIDED INTO CELLS
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Reprinted with permission of Dr. Michael L. Robbins, CRE, President GRAASroot Real Estate Counseling, Inc. and
Ralph W. Kiefer, Professor Emeritus ,

EXHIBIT 2
SOORING SYSTEM

Point Term Explanation
Score
8 =9 Optimum The site conditions are ideal and present

no significant linmitations to developoent.

5 =7 Satisfactory The site conditions are satisfactory and
~ present no serious linitationa to develop-
pent. Any limitationa presented by the
site conditions should be considered, but
can be overcome without great difficulty.

2= 4 Marginal The site contains present serious limita-

. tions to development. The use of these -
areas may be feasible in some cases but the
limitations will be difficult to correct.
If the use of areas rated as "marginal” is
required or contemplated, each area should
be subjected to further study to determine
whether or not the use of the area is
feasible.

0.1 Unsatisfactory The site conditions present severe limita-
tions to development and the use of these
areas is undesirable in almost all cases.
If these areas are to be developed, the
sites selected for use must be subjected to
a through engineering site study.

-

Source: Kiefer and Robbins, "Computer-Based Land Use Suitability Maps”

soil fairly well suited for dwellings and roadways. The other soils are
bottomland soils, generally not well drained, and less suitable for
dwellings and roadways. The shaded area has been filled, but the nature
of the fill is unknown. Three features associated with the soil type
wvere evaluated: (1) soil classification on the Unified Soil Classifica-
tion System, (2) suitability for buildings, and (3) suitability for
roadways. The evaluations appear in Exhibit 4. Each cell was evaluated
for each of the three characteristics. The soil class score for those
cells in the fill area was reduced 2 points to account for the uncer-
tainty about the nature of the fill.

: The site slopes from the northwest toward Upper Mud Lake Marsh.
The total elevation change is about 16' from South Towne Drive to the



EXHIBIT 3
SOIL MAP
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EXHIBIT 4
SCORING OF SOIL ATTRIBUTES

Soil type ScB Wa Ad VrB
USCS Class CL,ML-CL CL,ML,ML~CL Pt CL,SM
Rating Satisfactory Satisfactory Unsatisfactory Satisfactory
Score 5 5 - 1 5

Limitations on
dwellings with

basements Slight Very Severe  Very Severe Severe
Rating Optimum Unsatisfactory Unsatisfactory Marginal
Score 8 1 1 3
Limitations for

streets Moderate Very Severe Severe Severe
Rating Satisfactory Unsatisfactory Marginal Marginal
Score 6 . 1 3 3

Sources: Dane County Soil Survey
Kiefer and Robbins

eastern boundary of the site. Slopes on the site are mapped in
Exhibit 5 and the scoring is summarized in Exhibit 8. The scoring
system follows Kiefer and Robbins.

Exhibit 6 shows two special features of the site, the massing of
mature trees and the presence of an archeological site. The mature
trees, mainly oak, are one of the unique amenities of the site and
should be preserved if possible. It is likely Monona would want the
trees preserved. Likewise, the archeological site, an old Indian burial
ground, should be avoided. Exhibit 8 shows the scoring for these attri-
butes. The scoring for view is also derived from Exhibit 6 and is
presented in Exhibit 8.

The last attributes considered concern the orientation of the
cell in relation to the tree massing that would provide protection from
northerly winter winds and allow for solar orientation. Exhibit 7 shows
the areas with protection and solar orientation. The scoring for these
attributes appears in Exhibit 8.



4 number of important attributes are included in the above list
but not explicitly discussed. Depth to bedrock does not restrict
developrent since it is over 1Q' for the whole site. Flood hazard
considerations are incorporated into the suitability for buildings and
roads attributes, as are the engineering properties of the soils.

Each cell was scored for each of the eight characteristics. The
scoring is tabulated in Appendix A. A weighting was given to each
attribute to reflect its relative importance in residential development.
A composite score for each cell was then calculated as the Euclidean
distance from the given cell to the ideal cell (ie. all characteristics
score 9). The formula

Euclidean Distance = / Z (Score - 9)? x Weight

is used. These raw composite scores were normalized by dividing by the
least score, yeilding a range of normal scores from 1.0 to 3.0. Both
the raw and normalized scores are tabulated in Appendix A. Exhibit 9
shows the normalized scores plotted on a map of the site. The site was
then divided into four classifications using the normal scores:

Score Classification
1.0 - 1.5 Optimal
1.6 - 2.0 Satisfactory
2.1 - 2.5 Marginal
2.6 - 3.0 Unsatisfactory

Exhibit 10 shows this division. Overall, there is about 5.0 acres rated
Optimal, 5.7 acres rated Satisfactory, 1.3 acres rated Marginal, and 8.0
acres rated Unsatisfactory. The major difference between Optimal and
Satisfactory is the tree massing. The Marginal and Unsatisfactory areas
are mainly due to the underlying soil conditioms.

Linkages

The site is bounded on the north by the Beltline highway, on the’
west by South Towne Drive, and on the south and east by Upper Mud Lake
Marsh. The Beltline highway and Monona Drive provide quick access to
Monona and the greater Madison area. Other developments in the area are
primarily strip commercial along the Beltline, Monona's commercial dis-
trict north on Monona Drive, and the South Towne Shopping Center just
west of the site. The Upper Mud Lake Marsh provides a natural barrier
and a unique scenic quality to the site.

The public infrastructure, including water, sewer, gas, elec-
tricity, and telephone are available adjacent to the site along South
Towne Drive. Capacities are adequate to support development of the
subject. The 18" sewer line that runs along South Towne Drive, however,



is only about 3' below grade; much too high to serve the site. A 1lift
station will be necessary.

Summary Analysis

The Monona Woods site has many competitive advantages for resi-
dential development. It is a site of unique natural beauty with mature
tree cover and panoramic views of Upper Mud Lake Marsh but within
minutes of downtown Monona and Madison. The vistas to the south open
the possibility of solar heating for parts of the development. Proxi-
mity of the Beltline highway provides ready access to all parts of
Madison. The highway is screened by the trees from most of the site.
Monona is particularly interested in promoting single family residential
development, so the probability of creating a monopolistic position in
concert with he city is high.

Disadvantages of the site fall into two categories, the image of
the area and the negative aspects of some of the features discussed
above., The area currently does not have an image as a residential
neighborhood; it has mostly commercial neighbors. The Beltline highway
is associated with noise and conjestion. The marsh produces mosquitos
and sometimes unpleasnt smells.- Overall, however, the negative aspects
are outweighed by their positive counterparts. Aggressive marketing and
a desirable product can impact public perception to create a residential
image.

The site analysis, and particularly Exhibit 10, begin to suggest
features to incorporate into an ideal solution. Some of these are:

- Preserving as many trees as possible and using them as a
screen to protect from northerly winter winds and intrusion
from the Beltline and surrounding commercial area.

- Utilize the potential for solar orentiation to incorporate
passive solar heating into part of the design.

~ Orient the dwellings and activity spaces toward the southeast
to take advantage of the viev.

- Use a high density cluster development plan to preserve as
much open space as possible, try to maintain the "woodsy"
atmosphera.

- Dwellings should utilize rustic materials such as rough sawn
siding, again to maintain the "woodsy" setting.

- Dwellings should avoid open porches, etc. due to the mosquito
problem; enclosed porches, etc. are prefered.
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EXHIBIT 5
SLOPE MAP
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EXHIBIT 6
TREE MASSING AND ARCHEOLOGICAL SITE
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EXHIBIT 7
AREAS PROTECTED FROM NORTH WIND AND SOLAR ORIENTATION
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EXHIBIT 8

SCORING FOR INDIVIDUAL CELLS

Attribute

Score

Degree of the Attribute

Slope

Archeological
Site

Trees

View

Orientation

(V. e SNV e}

£ OO0

0Ny ~ O

3 to 6%
1 to 3%
0 to 1%
6 to 8%

Archeological site not present
Archeological site present

Immature trees, bushes, and grass
Mature tree masses

Toward the marsh

Inward, surrounded by trees

Toward the Beltline and the
commercial area

Protected from north winter winds and

solar orientation

Protected from north winter winds
only

Solar orientation only

Neither protected from north winds
nor solar orentiation

Source: Kiefer and Robbins (slope scoring only)
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EXHIBIT 9
NORMALIZED CELL SCORES
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EXHIBIT 10
RELATIVE DEVELOPABILITY
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LINKAGES

Direct access to the site is obtained from Brecadway, directly off
Highway 12-18, also known as the Beltline. Three miles east of the
gite, the Beltline connects with the Interstate, thus providing access
to Chicago, Minneapolis and Milwaukee. The subject site is served by
one Madison Metro bus. But the limited mass transit connection has the
potential for expansion as the area around the subject site expands.
Adir linkages are provided thru Madison's airport which has frequent
connections to Chicago, Milwaukee and other major cities.

The vicinity of the site is characterized by a mixture of strip
developments along the Beltline and Monona Drive. These include such
large commercial establishments such as Shop-Ko and WPS, as well as a
large number of fast food establishments and other service oriented
businesses. The subject property has access not only to Monona's edu-
cational and recreational facilities but to those of Madison as well.
These include the main campus of the University of Wiscounsin, Edgewood
College, and Madison Area Technical College (MATC).

As for employment linkages, they center mainly on public and
service industries. Many area residents are employed by the state
government, UW and MATC campuses, and several medical and retail
facilities in the Monona and Madison areas. Generally, the area
offers white collar and professional type employment opportunities.

LEGAL, REGULATORY AND POLITICAL ATTRIBUTES

The site is a densely wooded lot of about 20.4 acres. Boundaries
of the site include Broadway to the north, South Towne Drive on the
west and a marshy wetland area to the east. To the south there is an
open and developable area. There are no legal obstacles to the develop-
ment of the subject site and none can be anticipated. While there is
a mortgage by the Gisholt Machine Company, there are no tax or mechanics
liens against the site.

Monona's Master Plan calls for family oriented, owner occupied,
single family detached units. However, the aging of the population and
the high cost of providing housing under today's financial conditioms
is beginning to change this pattern. Moreover, since the site is in .
the City of Monona's TIF district, there is an excellent opportunity
for public/private cooperation. This can help in achieving many of the
goals and objectives of Monona's zoning and master plan, as well as its
TIF district. It can be demonstrated that the only way to develcp a
financially solvent project of reasonably good quality and yet afford-
able is through some form of partial public funding. This funding can
take several forms, such as public funding of the land purchase or
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financing of gite improvements (infrastructure) at no cost to the
developer. The increased taxes paid by the developed vs. the undeveloped
site ideally should cover the costs of providing assitance to the site.

DINAMIC ATTRIBUTES

The wetlands, trees and thae open areas all combine to create a
very appealing visual orientation for the site. A portion of the site
that is directly overlocking the wetlands has a premier psychological
benefit. Other portions of the site that might be overlooking the wooded
areas of the site, will enjoy the view of the trees and other vegeta-
tion covering the site, to the extent that can be preserved. So, the
internal views of the site are excellent, while the extermal views are
outstanding.

While the site has definite visual appeal, it alsc has some noise
pollution problems. The vehicular noise produced by the surrounding
roads reaches unpleasant levels in portions of the site, particularly
during rush hour periods. The main source of soumnd pollution, on a 24
hour basis, is the Beltline Highway. South Towne Drive's sound produc-
tion is disquieting, but diminishes significantly after daily rush hour.
In general, the sound pollution intensifies as one moves from the
southern part of the site to the northern perimeter.

ALTERNATIVE DESIGN SCENARIOS
The ultimate objective of analyzing different design scenarios
is arriving at the most ideal tradeoff between an economically feasi-
ble product that also satisfies as many of the buyer's needs as possible.
More specifically, the final design solution for the Monona Woods
site attempts to achieve the following objectives.

1. Achieve physical economies of scale through intensive land
use and cluster development plan. .

2. Minimize the negative externalities of the site.

3. Preserve as many trees as possible and avoid the archaeolog-
ical site.

4, Maximize solar exposure and views toward the wetlands.

5. Create a differentiated product by exploiting the monopolis-
tic advantages of the site. ’

In trying to create an economically feasible pfojecc we must
first determine the buyer's effective demand. This is the maximum
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selling price of our units and given this price constraint, we will
try to achieve a balance among such variables as quality, size, density
and amenities of the units.

Buyer Profile

Status: Married

Monthly Income: $2,100; growing at .09
Dovnpayment Amount: $15,000

Debt 1limit of 30Z of adjusted monthly income
Adjustment .30

Debt Structure for Home Buyer

Term: 40 years

Rate: .1S5

Monthly Payment:
Justified Purchase Price:

2100 x .30 x (1-.30) = $441 monthly mortgage payment
441 x 77.25587 = 34,070 maximum mortgage

+ Downpayment 15,000

= Purchase Price $49,070

This purchase price is the most critical limiting factor in
determiing the density of the design solution and the overall quality
of the uits. To begin our analysis we consider the following three
design solutions which offer different densities.

1. Dupléx/private court, 22 units on 3.23 acres, gross density
of 6.81 DU/AC.

2. Quadplex/public cul-de-sac, 24 units on 3.05 acres, gross
denisty of 7.87 DU/AC.

3. Quadplex/private court, 44 units on 4.66 acres, gross density
of 9.44 DU/AC.

As we move from design one to three, denser development is pos-
sible as follows:

20.4 AC

Plan 1: “555% = 6.32 = 6 modules x 22 = 132 total units
Plan 2: 282AE o 669 s 6 modules x 24 = 144 total umits
Plan 3: 2%:3AC o4 38 < 4 modules x 44 = 176 total umics

Source: Cost Effective Site Planning
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Also, we use a denser design, the site development costs per
unit drop as follows:

Plan 1: $5176/DU x 1.51 = $6306/DU
Plan 2: $3138/DU x 1.51 = $4738/DU
Plan 3: $2918/DU x 1.51 = $4406/DU

Source: Coat Effective Site Planning

To obtain the maximum construction budget per unit under each
design solution, we subtract land and site improvement costs from
the justified purchase price.

land cost/DU =

land price + initial site improvements

# of units in the design

- 20.4 AC x $39,000/AC + $25,400

# of units
Plan 1 land cost/DU - 821,000 $6,220
132
Plan 2 land cost/DU = -8—2%2@ = $5,701
Plan 3 land cost/DU = §-2—i—;—29-9- = $4,666
Private Court Quadplex Quadplex
Duplex 6.8 DU/AC Cul-de~-Sac Private Court
7.87 DU/AC 9.44 DU/AC
Price 849,070 $49,070 $49,070Q
~ land cost/DU $ 6,220 $ 5,701 $ 4,666
~ site improvement /DU $ 6,306 $ 4,738 $ 4,406
Construction budget $36,544 $38,631 $40,000

and amenities.

Given the construction budget under each scenario, we can use the
Marshall & Swift cost program to explore the tradeoffs of size, quality

The results are summarized in Exhibit 11.
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Exhibic 11

Living Area in Square Feet

Private Court Duplex - 6.8 DU/AC . Construction Budget $36,544
Quality of Construction W/G&B W/B Only W/G Only WO /G&B
Fair 1011 1076 1235 1315
Average 859 922 1037 1114
Good . 694 753 821 891
Very Good 604 664 712 782
Quadplex Cul-~De~Sac - 7.87 DU/AC Construction Budget $38,631
Fair 1244 1310 . 1389 1462
Average 1067 1132 1186 1258
Good 866 926 952 1018
Very Good 755 815 A 827 893
Quadplex - Private Court - 9.44 DU/AC Construction Budget $40,000
Fair 1290 1356 1441 1514
Average 1108 1172 1231 1303
Good 899 958 988 1054
Very Good 784 844 859 925

Notes to Exhibit 11

1. W = with, WO = without, B = basement, G = garage
2. For method of calculation refer to AppendixE.

The numbers in Exhibit1l are arrived at under a static analysis.
The "real" numbers will be somewhat lower due to holding costs in the
project and also an allowance for development profit. These ''static"
figures are meant as an approximate indication of the magnitude of
effect as we change variables. 1In other words, as we change the quality
of construction from fair to very good, we are forced to reduce the
size of the units. Otherwise, the cost of comnstruction will rise abave
budget. Also, adding a basement and a garage would mean either a re-
duction in the size of the unit or in the quality of its constructiom.

Design solution 3 will provide for the largest units given the
same quality of construction and such things as garage and basement.
Given the buyer profile (married and 3 children), his need for living
space is probably greater than the need to live in a less dense develop-
ment. So, of the three alternative designs the 3rd one seems to be the
most desirable one for our purposes.
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Before proceeding with a detailed cash solvency test, the exact
number of units to be built must be determined. This is primarily a
function of five factors.

1. The shape of the site

2. The dimension of the site

3. The dimensions of the design modules

4. The necessity to avoid the archeological site located on the
northwest corner of the site.

5. The necessity to avoid the gouthwest corner of the site be-
cauge of its highly unsuitable soil. ’

Since the width of each module is 382 feet and the length of the
site is about 1200 feet {(on the South Towne Drive side), the best "fit"
will allow for just 3 modules as shown in Figure A. However, the width
of the site allows for a longer than standard module, such that instead
of having 44 units (11 quadplexes) we can build 52 units.. This is
done by adding a quadplex to each side of the module as shown. So, 2
modules (clusters) contain 52 units each. But, since the gite is not
a perfect rectangle, we need to modify the number of units in the third
cluster by eliminating 2 quadplexes and thus making t* a 44 unit module.
Therefore, the total number of units is 148 (52 + 52 + 48). This par-
ticular "fit" accommodates all five factors mentioned above.

A more systematic way of arriving at the number of units to be
built is as follows:

Purchage price (sales) $49,070
Land cost & improvement (%) .2

$ 9,814
Less site improvement /unit $ 4,606
Equals land cost/unit $ 5,408

total land cost - $795,600
land cost/unit $ 5,408

= 148 units to develop

CASH SOLVENCY TEST

The Land Development Cash Flow Model (CMF 554 Version 1.10) is
used for the solvency test. To create the input for the model we need
to decide on a staging strategy and also on a schedule of construction
costs, site improvement costs and sales prices. Site improvement cost
({nfrastructure)/module = $4406 x 52 units = $229,112
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justified sales price $49,070
less land cost/unie (221000, $ 5,547

less site improvement cost/unit $ 4,406

$39,117
less profit & holding costs: . (20%) $ 1,823
= coustruction budget §31,200

Exhibit 12 shows the quarterly change in construction costs and
sales prices per unit. It also includes the cost of putting in the
site improvements per module.

Exhibit 12
Consgtruction Site
Cost Improvement Sales /Price

Year Quarter Per Unit Cost /Module Unit
1 1 $31,200 $229,112 $49,070
2 31,902 234,840 50,297

3 32,620 240,710 51,554

4 33,354 246,729 52,843

2 1 34,104 252,897 54,164
2 34,872 259,219 55,518

3 35,656 265,700 56,906

4 © 36,458 272,342 58,329

3 1 37,279 279,151 59,787
2 38,118 286,129 61,282

3 38,975 293,283 62,814

4 39,852 300,615 64,384

4 1 40,749 308,130 65,9394
2 41,666 315,833 67,644

3 42,603 323,729 69,335

4 43,562 331,822 71,068

5 1 44,542 340,118 72,845
2 45,544 348,621 74,666

3 46,569 357,337 76,532

4 47,617 366,270 78,446

Note: At the end of year 5, the buyer can still afford the units.
See Appendix F.

Note: Construction cost, cost of site improvement, and sales prices
are all going up at 9% a year or 2.25X per quarter.
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Using the figures fromExhibit 12, we can prepare the input for
the cagh flow model. The staging of the development project is such
that there are no site improvement costs during the first year. The
reasoning behind such staging is that since there are 9 quadplexes lo-
cated along the South Towne Drive and thus have the needed infrastructure
already in place, this is where the development should begin. This
decision saves a substantial sum due to reduced holding costs.

Exhibit 13 contains the data for our first run of the cash flow
model.

Exhibit 13
Site
Improvement Construction Units Sales Units
Year Quarter Costs $ Costs $§ Built Amount Sold
1 1 0 0 0 o o
2 0 511,680 16 0 0
3 0 262,234 8 721,756 14
4 0 268,794 8 422,744 8
2 1 0 0 ¢ 216,656 4
2 259,219 423,600 12 333,108 6
3 0 0 0 569,060 10
4 o 296,698 8 116,658 2
3 1 0 304,115 8 298,835 5
2 0 155,859 4 612,820 10
3 293,283 479,261 12 314,070 5
4 0 163,747 4 643,840 10
4 1 0 503,530 12 329,970 5
2 0 516,115 12 676,440 10
3 0 176,339 4 693,350 10
4 0 0 o 355,340 5
5 1 0 555,802 12 145,690 2
2 348,621 949,488 20 746,660 10
3 0 389,293 8 1,913,300 25
4 0 0 0 549,122 7

Note: Absorption period of 5 years with sales percent per years of
.15, .15, .20, .20, .30.

Starting with a construction cost/unit budget of $31,200 and
then increasing it by SX and then again by 2Z, we get the following
results.

Results of Cash Flow Model Solvency Tests

Construction Cost/Unit § Yield %
$31,200 67
$32,840 50

$33,497 39
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To compare the potential trade~offs under alternative yield
scenarios, we use the Marshall & Swift Cost Program. The sensitivity
analysis involves the use of such variables as quality of construction,
existence or lack of basement, existence or lack of garage, existence
or lack of both garage and basement. The results are in Exhibit 1l4.

Exhibit 14

Living Area (Square Feet)

$31,200 and 67X Yield

Quality of Construction W/G&B W/B Only W/G Only WO /G&B
Fair 992 1058 1108 1181
Average 850 914 944 1016
Good 688 748 756 822
Very Good 594 658 6535 721
$32,840 and 50% Yield
Fair 1046 1112 1168 1241
Average 897 961 997 1068
Good 727 787 799 865
Very Good 632 693 693 759
$33,497 and 397 Yield
Fair 1070 1135 1195 1268
Average 917 982 1019 1091
Good 743 803 816 882
Very Good 646 706 709 774

Choosing 50% as a desirable rate of return, we proceed to make the
appropriate trade off of the variables in Exhibit 14.

Comparison to the Target Market

The target market is a family with 2 adults and 3 children. So,
space requirement would most likely have priority over quality of con-
struction and existence of basement or garage. Although basement would
be desirable for storage and/or conversion to family rooms, it is not
essential. Garage too, 1s not a critical requirement.

Criteria for Trade-Offs

A living area of at least 1100 square feet is desired for a
family of 5. Looking at Exhibit 14(50% yield) this can only be achieved
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with fair quality construction. Furthermore, either the basement or
the garage must be sacrificed. Ideally, market forces should determine
which of the two is in more demand. However, from a design point of
view, eliminating the basement would be best for a number of reasons.

l. Since some of the soil is poor and wet, we might have problems
of wet or flooded basements.

2. Visual appeal of the project would be improved if automobiles
could be taken out of site.

3. The garages can be enlarged to allow for extra storage while
still being able to build at least 1100 square feet of living area.

Final Proposal

The units to be built are of fair quality of construction with
a living area 1150 square feet, no basement, but a garage of 360 square
feet (12 x-30). The cost of construction would be as follows:

Fair quality construction 1150 x $26.42/sF = $30,383
No basement -—

Garage (360 SF x 7.32/ gF = 2,635
Total cost/unit $33,018

Note: Cost figures/SF from Marshall & Swift.

Thus, the construction costs would be spread throughout the phasing
of the project as in Exhibit 15. The yield would be an acceptable 46.8%.

Exhibit 15

Construction Cost

Year Quarter
~x 2  _3  ___&
1 0 541,495 277,514 284,456
2 0 448,282 S 313,982
3 321,836 164,941 507,187 173,288
4 532,870 546,189 186,614 0
5 588,188 1,004,814 411,977 0

Note: The above costs don't include the additional cost of building
on unsuitable soil. So, the actual costs of construction may
be higher thus lowering the projected profit. (Part of the
additional cost may be recovered thru the sale of lumber on
the site.) ’
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TIF FUNDING

The availability of $1,000,000 in TIF money will allow for dras-
tic alterations in the development of the site. The bulk of this money
will be used for land acquisition. The developer will only contribute
$6,000 towards land cost. So, the TIF money will be utilized as
follows:

Total TIF funding $1,000,000
Land cost $795,600
Less developer's contribution $§ 6,000
TIF contribution $789,600 - $§ 789,600
Available TIF for other uses $§ 210,400

The $210,400 in TIF money will be used to cover the site improve-
ment costs as will be explained later.

Under TIF funding, there is almost no land cost, so the developer
is not hard pressed to build a very high demsity project. Although
profitability remains a major concern, achieving economies of scale
becomes less critical. The TIF money will make the achievement of the
following possible:

1. Reducing the overall density of the development project

2. Preserving the majority of trees

3. Avoiding construction on the undesirable areas

4. Improving the quality of comnstruction of the units

5. Minimizing the negative externalities of the site
e.g., northern winds and noise pollution.

6. Improving the solar orientation of the design.

As for selecting the right design, the following factors are to
be considered.

1. While the number of units to be built is somewhat arbitrary,
the general guidelines of the Master Plan and the physical limitations
of the gite will prevent us from building either a very low or a very
high density project..

2. The modules must have a relatively high net density, such
that minimum clearing of trees would be needed.

3. Site development costs/DU must be kept lbw, to allow for a
good quality of construction of the units.

Taking the above 3 criteria into account and following a somewhat
subjective thought process, we chose a quadplex design with public
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cul-de-sac, and a net density of 8.25 DU/AC. Each module contains 24
units on 2.91 acres. Thus, by building 3 modules we will have 72
units on about 9 acres, This leaves about 11 acres (ovaer 552) of the
gite ag open space.

To test the solvency and profitability of the design solutiom,
we use the data in Exhibit 17 and run the cash flow program (actual
run in Appendix F). The result is that by allowing $37,168 for con-
struction cost/unit, we will have a return on equity of l.44, which
is acceptable. The site improvement costs were calculated as follows.

Site development cost/unit ($3138) x (1.51) = $4738.38 SI/unit
Site improvement costs/module = $4738.38 x 24 (units/module)

= §113,721
Plus pump station $ 45,000
SI cost of lst module $158,721
Leftover TIF funds after land purchase $210,400
Less TIF use for lst module SI costs 158,721
TIF available for 2nd module SI costs $ 51,679
SI cost of 2nd module (4738.38 i 24 x 1.1685) = $132,883
Less TIF funds 51,679
SI cost 2nd module in CF model i 81,204

SI cost of 3rd module (4738.38 x 24 x 1.3354) = $151,863

Exhibit 16

Cost Increase Factors

Year Quar Cost Increase Factor

1
1.0225
1.0455
1.0690
1.0931
1.1177
1.1428
1.1685
1.1948
1.2217
1.2492
1.2773
1.3061
1.3354
1.3655
1.3962
1.4276
1.4597
1.4926
1.5262
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Exhibit 17

Data For CF Model with TIF

Construction Units Sold

Year Quarter SI Cost Cost Built Units Sales Amount
1 1 0 0 ] 0 0
2 0 327,200 8 0 0
3 0 334,560 8 8 410,421
4 0 171,040 4 4 209,823
2 1 0 0 0 2 107,277
2 0 0 0 2 109,691
3 0 182,848 4 4 224,309
4 81,204 186,960 4 4 229,353
3 1 0 0 0 2 117,258
2 0 195,472 4 4 239,295
3 0 199,872 4 5 306,491
4 0 408,738 8 5 313,386
4 1 0 0 0 2 128,181
2 151,863 213,664 4 2 131,056
3 0 218,480 4 4 268,020
4 0 446,784 8 4 274,046
5 1 0 Q0 0} 4 280,209
2 0 467,104 8 6 429,765
3 0 238,816 4 4 292,968
4 0 0 (¢ 6 449,344

Note: Sales % per year, .15, .15, .20, .20, .30.

Given the construction budget fund of $47,168, we can build umits
of average quality construction, with garage, but no basement. Cost
data are from Appendix E.

Construction budget/unit $37,168
Garage cost/units (average quality) $ 2,197
Equals - per unit cost - garage $34,971
Cost /SF of average quality con-

struction + 30.71
SF of living area possible 1,139 SF

Final Proposal with TIF Funding

The final decision is to build 72 units of average quality con-
struction, living area of 1,139 square feet, with garage and without
basement. Exhibit 18 shows the fit of the 3 modules on the site.
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EXHIBIT 18
FIMNAL DESIGN WITH TIF AVAILABILITY

REER % ;{jqé 2 .ﬁ: o S0 100 200
. : SINORY e —
0 - Optimum M -~ Marginal

S - Satisfactory U - Unsatisfactory




P.,e 3l net fresd-

32
APPENDIX A

SCORING OF INDIVIDUAL CELLS

Cell Soil Build. Road Arch. P. Euc. N. Euc.
Number Type Suit, Suit. Slope Site Trees View & 0. Dist. Dist.

Weight 102 1% 15% 102 10%Z 152 152 10%

1 0 1 3 6 9 8 8 9 1.8 2.6
2 0 1 3 6 9 8 8 9 1.8 2.6
3 0 1 3 6 9 8 8 9 1.8 2.6
-4 0 1 3 6 9 8 8 9 1.8 2.6
5 0 1 3 6 9 8 8 9 1.8 2.6
6 0 1 3 6 9 8 8 9 1.8 2.6
7 0 1 3 6 9 8 8 9 1.8 2.6
8 0 1 3 6 9 8 8 9 1.8 2.6
9 0 1 3 6 9 8 8 9 1.8 2.6
10 0 1 3 6 9 8 8 7 1.8 2.6
11 0 1 3 6 9 8 8 7 1.8 2.6
12 0 1 3 6 9 8 8 7 1.8 2.6
13 0 1 3 6 9 8 8 7 1.8 2.6
14 0 1 3 6 9 8 8 7 1.8 2.6
15 0 1 3 6 9 8 8 7 1.8 2.6
16 0 1 3 6 9 8 8 7 1.8 2.6
17 0 1 3 6 9 8 8 7 1.8 2.6
18 0 1 3 6 9 8 8 7 1.8 2.6
19 0 1 3 6 9 8 8 7 1.8 2.6
20 0 1 3 ) 9 8 8 7 1.8 2.6
21 0 1 3 6 9 8 8 7 1.8 2.6
22 3 1 1 6 9 8 8 7 1.8 2.7
23 3 1 1 6 9 8 8 7 1.8 2.7
24 3 1 1 6 9 8 8 9 1.8 2.7
25 3 1 1 6 9 8 8 9 1.8 2.7
26 5 1 1 6 9 8 8 9 1.8 2.6
27 5 1 1 6 9 8 8 9 1.8 2.6
28 5 1 1 6 9 8 8 9 1.8 2.6

Column Headings:

Cell Number

Soil Type

Build. Suit. = Suitability of the soils for buildings.

Road Suit. = Suitability of the soils for roads.

Slope

Arch. Site = Archeological site.

Trees

View

P. & O. = Protection from winter wind and solar orientatioan.
Buc. Dist. = FEuclidean distance of cell scores from ideal.

N. Euc. Dist = Normalized Euclidean distance.
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USER NAME:WI125

PASSWORD :

WI125 LOGGED IN AT 22:06 TUE, JAN 25 1983
JOBNAME ABHO877

PROGRAM NAME OR LOG:>RE2

MARSHALL & SWIFT RESIDENTIAL COST PROGRAM 01/83

COINFUT
1:>4,000 SQUARE FOOT QUADPLEX
2:>MONONA WOODS PROJECT
3:>MONONA, WL
4:>ABAJELO & HILLIARD
5:>1/83
6:>53713
7:>0
8:>4
9:>3
10:>2
11:>4
12:>4000
13:>2
14:>1
151
16:>24
17:>0
18:>3 1056 44
19:>2000 O
20:>240
21:>0



APPENDIX B--Continued
MARSHALL & SWIFT COST PROGRAM

C>REPORT

SURVEY FOR: 4,000 SQUARE FOOT QUADPLEX
PROPERTY OWNER: MONONA WOODS PROJECT
ADDRESS: MONONA, WI

SURVEYED BY: ABAJELO & HILLIARD

TYPE: TOWN HOUSE-DUPLEX FLOCR AREA: 4,000 SQUARE FEET
QUALITY: 2.0 FAIR EXTERIOR WALLS: SIDING
EFFECTIVE AGE: O YEARS CONDITION: GOOD
STYLE: END ROW TWO STORY DATE OF SURVEY: 1/83
COST AS OF: 01/83
BASIC STRUCTURE COST UNITS COST OR ADJUSTMENT
BASIC SQUARE FOOT COST.....oc0u0se 4,000 $19.24 $76,960

INCLUDING 24 PLUMBING FIXTURES
SQUARE FOOT ADJUSTMENTS:

ASPHALT SHINGLE ROOFING......... 4,000 0.37 1,480

FORCED AIR HEATING......... cesee 4,000 1.44 -5,773

FLOOR COVER..veveeoeneneancnaans 4,000 1.39 5,552

WOQD SUBFLOOR........ ceecssieaaa 4,000 3.18 12,720
LUMP SUM ADJUSTMENTS:

APPLIANCE ALLOWANCE.....cvevvene 4,000 0.69 2,760
SUBTOTAL BASIC STRUCTURE COST..... 4,000 26.31 105, 245

PORCH OPEN SLAB......cceveanrene 240 1.80 432
SUBTOTAL RESIDENTIAL COST......... 4,000 26.42 105,677
BASEMENT:

UNFINISHED AREA............ ceees 2,000 6.16 12,320
SUBTOTAL BASEMENT COST..... cereees 2,000 6.16 12,320
GARAGE:

ATTACHED GARAGE..... cessasases .o 1,056 9.09 9,599

DEDUCT FOR COMMON WALL.......... 44 -42.48 -1,868
SUBTOTAL GARAGE......ccveeune ceeee 1,056 7.32 7,731

BUILDING IMPROVEMENTS NEW.......... 4,000 31.43 125,728
TOTAL DEPRECIATION......( 0.0%).... 0
TOTAL....evvunnnenn cacens sescscenas 125,728

COST DATA BY MARSHALL AND SWIFT
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MARSHALL & SWIFT COST PROGRAM

C>10:3
COREPORT

SURVEY FOR: 4,000 SQUARE FOOT QUADPLEX
PROPERTY OWNER: MONONA WOODS PROJECT
ADDRESS: MONONA, WI

SURVEYED BY: ABAJELO & HILLIARD

TYPE: TOWN HOUSE-DUPLEX FLOOR AREA: 4,000 SQUARE FEET
QUALITY: 3.0 AVERAGE EXTERIOR WALLS: SIDING
EFFECTIVE AGE: O YEARS CONDITION: GOGD
STYLE: END ROW TWO STORY DATE OF SURVEY: 1/83
COST AS OF: 01/83
BASIC STRUCTURE COST UNITS COST OR ADJUSTMENT
BASIC SQUARE FOOT COST.....cvieene 4,000 $22.57 $90, 280

INCLUDING 24 PLUMBING FIXTURES
SQUARE FOOT ADJUSTMENTS:

ASPHALT SHINGLE ROOFING......... 4,000 0.39 1,560

FORCED AIR HEATING......cceeucas 4,000 1.60 6,381

FLOOR COVER. tcvvvevecaccacccccns 4,000 1.75 7,016

WOOD SUBFLOOR. ...cveeecencoannnas 4,000 3.47 13,880
LIMP SUM ADJUSTMENTS:

APPLIANCE ALLOWANCE............. 4,000 0.81 3,254
SUBTOTAL BASIC STRUCTURE COST..... 4,000 30.59 122,371

PORCH OPEN SLAB..¢.cieveceanoens 240 1.94 466
SUBTOTAL RESIDENTIAL COST......... 4,000 30.71 122,837
BASEMENT:

UNFINISHED AREA. ... iiiveenannnas 2,000 6.81 13,620
SUBTOTAL BASEMENT COST...veveeecnn 2,000 6.81 13,620
GARAGE: )

ATTACHED GARAGE. .vivveeeencacaens 1,056 10.34 10,919

DEDUCT FOR COMMON WALL.......... 44 -48,46 -2,131
SUBTOTAL GARAGE.....ccveeecnanancn 1,056 8.32 8,788

BUILDING IMPROVEMENTS NEW.......... 4,000 36.31 145,245
TOTAL DEPRECIATION...... ( 0.0%).... 0
TOTAL..covevenens tetccsveaas sesenan 145,245

COST DATA BY MARSHALL AND SWIFT
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APPENDIX B—Continued

MARSHALL & SWIFT COST PROGRAM

C>10:4
C>OREPORT

SURVEY FOR: 4,000 SQUARE FOOT QUADPLEX
PROPERTY OWNER: MONONA WOCDS PROJECT
ADDRESS: MONONA, WI

SURVEYED BY: ABAJELO & HILLIARD

TYPE: TOWN HOUSE-DUPLEX FLOOR AREA: 4,000 SQUARE FEET
QUALITY: 4.0 GOOD EXTERIOR WALLS: SIDING
EFFECTIVE AGE: O YEARS CONDITION: GOCD
STYLE: END ROW TWO STORY DATE OF SURVEY: 1/83
COST AS OF: 01/83
BASIC STRUCTURE COST UNITS COST OR ADJUSTMENT
BASIC SQUARE FOOT COST...... cecene 4,000 $28.55 $114,200

INCLUDING 24 PLUMBING FIXTURES
SQUARE FOOT ADJUSTMENTS:

ASPHALT SHINGLE ROOFING....... .o 4,000 0.42 1,680

FORCED AIR HEATING....c.eevecaee 4,000 1.76 7,039

FLOOR COVER...... tececesacn cevas 4,000 2.21 8,832

WOCD SUBFLOOR...... ceeecetescanas 4,000 3.78 15,120
LUMP SUM ADJUSTMENTS:

APPLIANCE ALIOWANCE.......ccu... 4,000 1.11 4,448
SUBTOTAL BASIC STRUCTURE COST..... 4,000 37.83 151,319

PORCH OPEN SLAB.....cceceeen. ceo 240 2.10 504
SUBTOTAL RESIDENTIAL COST......... 4,000 37.9% 151,823
BASEMENT:

UNFINISHED AREA.......ccciueanenn 2,000 7.53 15,060
SUBTOTAL BASEMENT COST...cceeceeen 2,000 7.53 15,060
GARAGE:

ATTACHED GARAGE......ccvevevinenn 1,056 11.77 12,429

DEDUCT FOR COMMON WALL.......... 44 -55.27 -2,431
SUBTOTAL GARAGE......ccveeinnnnnns 1,056 9.47 9,998

BUILDING IMPROVEMENTS NEW.......... 4,000 44,22 176,881
TOTAL DEPRECIATION......( 0.0%).... 0
TOTAL. . eiiveenecnncoannnea cecvesacs 176,881

COST DATA BY MARSHALL AND SWIFT
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C>10:5
C>REPORT

SURVEY FOR: 4,000 SQUARE FOOT QUADPLEX

PROPERTY OWNER: MONONA WOODS PROJECT

ADDRESS: MONONA, WI

SURYEYED BY: ABAJELO & HILLIARD
TYPE: TOWN HOUSE-DUPLEX
QUALITY: 5.0 VERY GOOD
EFFECTIVE AGE: O YEARS

STYLE: END ROW TWO STORY

_ DATE OF SURVEY:

FLOOR AREA: 4,000 SQUARE FEET
EXTERIOR WALLS: SIDING

CONDITION: GOQOD

1/83

COST AS OF: 01/83

COST OR ADJUSTMENT

BASIC STRUCTURE COST UNITS
BASIC SQUARE FOOT COST...cvceannss 4,000 $32.5173l $130,040

INCLUDING 24 PLUMBING FIXTURES
SQUARE FOOT ADJUSTMENTS:

ASPHALT SHINGLE ROOFING...:..... 4,000 0.44 1,760

FORCED AIR HEATING......c00uveen 4,000 1.95 7,799

FLOOR COVER....... sececcasvecson 4,000 2.80 11,192

WOOD SUBFLOOR.....veeeeeceancecas 4,000 4,12 16,480
LUMP SUM ADJUSTMENTS:

APPLIANCE ALLOWANCE............. 4,000 1.31 5,231
SUBTOTAL BASIC STRUCTURE COST..... 4,000 43,13 172,502

PORCH OPEN SLAB....cceveeeenenne 240 2.26 542
SUBTOTAL RESIDENTIAL COST......... 4,000 43,26 173,044
BASEMENT:

UNFINISHED AREA......ccvienennnn 2,000 8.32 16,640
SUBTOTAL BASEMENT COST............ 2,000 8.32 16,640
GARAGE:

ATTACHED GARAGE......... ceetesens 1,056 13.40 14,150

DEDUCT FOR COMMON WALL.......... &4 -63.05 -2,773
SUBTOTAL GARAGE.......co00ue vesene 1,056 10.77 11,377

BUILDING IMPROVEMENTS NEW.......... 4,000 50.27 201,061
TOTAL DEPRECIATION...... ( 0.0%).... 0
TOTAL...... tetseatessesrcecsnacas veo 201,061

COST DATA BY MARSHALL AND SWIFT
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MARSHALL & SWIFT COST PROGRAM

C>1:2,000 SQUARE FOOT DUPLEX
C>10:2

C>12:2000

Cc>13:1

C>16:12

C>18:3 528 22

C>20:120

COREPORT

SURVEY FOR: 2,000 SQUARE FOOT DUPLEX
PROPERTY OWNER: MONONA WOODS PROJECT
ADDRESS: MONONA, WI

SURVEYED BY: ABAJELO & HILLIARD

TYPE: TOWN HOUSE-DUPLEX FLOOR AREA: 2,000 SQUARE FEET
QUALITY: 2.0 FAIR EXTERIOR WALLS: SIDING
EFFECTIVE AGE: O YEARS CONDITION: GOQD
STYLE: END ROW ONE STORY DATE OF SURVEY: 1/83
COST AS OF: 01/83
BASIC STRUCTURE COST UNITS COST OR ADJUSTMENT
BASIC SQUARE FOOT COST....evvvunns 2,000 $20.20 $40, 400

INCLUDING 12 PLUMBING FIXTURES
SQUARE FOOT ADJUSTMENTS:

ASPHALT SHINGLE ROOFING......... 2,000 0.78 1,560

FORCED AIR HEATING....ccoev.s cos 2,000 1.44 2,886

FLOOR COVER......... ceccaanns cee 2,000 1.39 2,776

WOOD SUBFLOOR.....cvcevvuvacnans 2,000 3.18 6,360
LUMP SUM ADJUSTMENTS:

APPLIANCE ALLOWANCE............. 2,000 0.69 1,380
SUBTOTAL BASIC STRUCTURE COST..... 2,000 27.68 - 55,362

PORCH OPEN SLAB........... cevaas 120 2.02 242
SUBTOTAL RESIDENTIAL COST......... 2,000 27.80 55,604
BASEMENT:

UNFINISHED AREA.......cevvuennns 2,000 6.16 12,320
SUBTOTAL BASEMENT COST............ 2,000 6.16 12,320
GARAGE:

ATTACHED GARAGE......ceiveannnns 528 10.16 5,365

DEDUCT FOR COMMON WALL.......0.. 22 ~42.48 =934
SUBTOTAL GARAGE......vivvecnnannnn 528 8.39 4,431

BUILDING IMPROVEMENTS NEW.......... 2,000 36.18 72,355
TOTAL DEPRECIATION......( 0.0%).... 0
TMAL...‘......l.“‘........"“'.‘ 72’355

COST DATA BY MARSHALL AND SWIFT
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MARSHALL & SWIFT COST PROGRAM

C>10:3
COREPORT

SURVEY FOR: 2,000 SQUARE FOOT DUPLEX
PROPERTY OWNER: MONONA WOODS PROJECT
ADDRESS: MONONA, WI

SURVEYED BY: ABAJELO & HILLIARD
TYPE: TOWN HOUSE-~DUPLEX

QUALITY: 3.0 AVERAGE

EFFECTIVE AGE: O YEARS

STYLE: END ROW ONE STORY

FLOOR AREA:

EXTERIOR WALIS: SIDING

2,000 SQUARE FEET

CONDITION: GOGD

DATE OF SURVEY:

1/83

COST AS OF: 01/83

BASIC STRUCTURE COST UNITS COST OR ADJUSTMENT
BASIC SQUARE FOOT COST...ccveuvens 2,000 $24,22 $48,440
INCLUDING 12 PLUMBING FIXTURES
SQUARE FOOT ADJUSTMENTS:

ASPHALT SHINGLE ROOFING...... cos 2,000 0.83 1,660

FORCED AIR HEATING.....eovnenn . 2,000 1.60 3,190

FLOOR COVER..veeverannnn ceeerevs 2,000 1.75 3,508

WOOD SUBFLOOR.....veenneannan “os 2,000 3.47 6,940
LUMP SUM ADJUSTMENTS:

APPLIANCE ALLOWANCE............ . 2,000 0.81 1,627
SUBTOTAL BASIC STRUCTURE COST..... 2,000 32.68 65, 365

PORCH OPEN SLAB...ceiveuiceneanans 120 2.18 262
SUBTOTAL RESIDENTIAL COST........ . 2,000 32.81 65,627
BASEMENT:

UNFINISHED AREA...... cevsssaconas 2,000 6.81 13,620
SUBTOTAL BASEMENT CGST......... oos 2,000 6.81 13,620
GARAGE:

ATTACHED GARAGE...eivevevecanans 528 11.57 6,109

DEDUCT FOR COMMON WALL......... . 22 -48.46 ~1,065
SUBTOTAL GARAGE.....civiienaeene .o 528 9.55 5,044

BUILDING IMPROVEMENTS NEW.......... 2,000 42.15 84,291
TOTAL DEPRECIATION...... ( 0.0%).... 0
TOTAL.uieeeeenennenananns cesecnas .o 84,291

COST DATA BY MARSHALL AND SWIFT

47
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MARSHALL & SWIFT COST PROGRAM

C>10:4
COREPORT

SURVEY FOR: 2,000 SQUARE FOOT DUPLEX
PROPERTY OWNER: MONONA WOODS PROJECT
ADDRESS: MONONA, WI

SURVEYED BY: ABAJELO & HILLIARD
TYPE: TOWN HOUSE-DUPLEX

QUALITY: 4.0 GOOD

EFFECTIVE AGE: O YEARS

STYLE: END ROW ONE STORY

FLOOR AREA: 2,000 SQUARE FEET
EXTERIOR WALLS: SIDING

CONDITION: GOOD

DATE OF SURVEY: 1/83

COST AS OF: 01/83

BASIC STRUCTURE COST UNITS COST OR ADJUSTMENT
BASIC SQUARE FOOT COST....cveveene 2,000 $31.14 $62,280

INCLUDING 12 PLUMBING FIXTURES
SQUARE FOOT ADJUSTMENTS:

ASPHALT SHINGLE ROOFING......... 2,000 0.88 1,760

FORCED AIR HEATING..... cecennca . 2,000 1.76 3,519

FLOOR COVER.......... ceeeccoacns 2,000 2.21 4,416

WOOD SUBFLOOR.....e0es. Ceveceans 2,000 3.78 7,560
LUMP SUM ADJUSTMENTS:

APPLIANCE ALLOWANCE.........0.. . 2,000 1.11 2,224
SUBTOTAL BASIC STRUCTURE COST..... 2,000 40.88 81,759

PORCH OPEN SLAB....... Ceseseeens 120 2.36 283
SUBTOTAL RESIDENTIAL COST....... .. 2,000 41.02 82,042
BASEMENT:

UNFINISHED AREA............. cees 2,000 7.53 15,060
SUBTOTAL BASEMENT COST............ 2,000 7.53 15,060
GARAGE:

ATTACHED GARAGE.....ccvveuveaans 528 13.18 6,959

DEDUCT FOR COMMON WALL.......... 22 -55.27 -1,215
SUBTOTAL GARAGE.....ccevvenenaenees 528 10.88 5,744

BUILDING IMPROVEMENTS NEW.......... 2,000 51.42 102,846
TOTAL DEPRECIATION......( 0.0%).... 0
mTAL......."'..'.."..l...‘."“‘ 102’8&6

COST DATA BY MARSHALL AND SWIFT
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C>10:5
C>REPORT

SURVEY FOR: 2,000 SQUARE FOOT DUPLEX
PROPERTY OWNER: MONONA WOODS PROJECT
ADDRESS: MONONA, WI

SURVEYED BY: ABAJELO & HILLIARD
TYPE: TOWN HOUSE-DUPLEX

QUALITY: 5.0 VERY GOOD

EFFECTIVE AGE: O YEARS

STYLE: END ROW ONE STORY

FLOOR AREA: 2,000 SQUARE FEET
EXTERIOR WALLS: SIDING

CONDITION: GOOD

DATE OF SURVEY: 1/83

COST AS OF: 01/83

BASIC STRUCTURE COST UNITS COST OR ADJUSTMENT
BASIC SQUARE FOOT COST....vcevvvae 2,000 $35.49 $70,980

INCLUDING 12 PLUMBING FIXTURES
SQUARE FOOT ADJUSTMENTS:

ASPHALT SHINGLE ROCFING......a.. 2,000 0.93 1,860

FORCED AIR HEATING........... ces 2,000 1.95 3,899

FLOOR COVER.....00ovvvnnn tevoness 2,000 2.80 5,596

WOOD SUBFLOOR.....cevens ceevacns 2,000 4,12 8,240
LUMP SUM ADJUSTMENTS:

APPLIANCE ALIOWANCE............. 2,000 1.31 2,616
SUBTOTAL BASIC STRUCTURE COST..... 2,000 46.60 93,190

PORCH OPEN SLAB............. ceas 120 2.54 305
-SUBTOTAL RESIDENTIAL COST....ce00s 2,000 46.75 93,495
BASEMENT:

UNFINISHED AREA.....c.ciivvennen . 2,000 8.32 16,640
SUBTOTAL BASEMENT COST...... ..... . 2,000 8.32 16,640
GARAGE:

ATTACHED GARAGE......cevvaveanan 528 15.02 7,931

DEDUCT FOR COMMON WALL........ . 22 -63.05 -1,386
SUBTOTAL GARAGE......ccveenen sasas 528 12.40 6,545

BUILDING IMPROVEMENTS NEW .......... 2,000 58.34 116,680
TOTAL DEPRECIATION......( 0.0%).... o
TOTAL..oiuiieinneennnannanns ceecvens 116,680

COST DATA BY MARSHALL AND SWIFT
C>LOG

WI125 LOGGED OFF AT 22:26 TUE, JAN 25 1983

CONNECT HOURS= 0.333
8 RES Reports

$12.98 Estimated session charge for job ABHO877

Please hangup.
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RUN CFM554.BAS

CFM554 VERSION 1.10
LAND DEVELOPMENT CASH FLOW MODEL
BUSINESS 554

1. ABSORPTION TERM IN YEARS? 5

2. LAND COST, DOWN PAYMENT, LAND CONTRACT INTEREST RATE
? 795600,79560,.115

DEVELOPMENT LOAN INTEREST RATE? .22

INITIAL SITE IMPROVEMENTS? 25400

TOQTAL UNITS IN PROJECT? 148

REAL ESTATE TAX RATE? .01837

ENTER SITE IMPROVEMENTS PER QUARTER ($)

1ST Q, 2AND Q, 3RD Q, 4TH Q

NJO\}J!-PU

YEAR 1 ?0,0,0,0
YEAR 2 ? 0,259219,0,0
YEAR 3 ? 0,0,293283,0
YEAR 4 ? 0,0,0,0
YEAR 5 ? 0,348621,0,0

ENTER CONSTRUCTION COST PER QUARTER ($)

(s 4]

1ST Q, 2AND Q, 3RD Q, 4TH Q
YEAR 1 ? 0,511680,262234,26879%
YEAR 2 ? 0,423600,0,256698
YEAR 3 ? 304115,155859,479261,163747
YEAR 4 7?7 503530,516115,176339,0
YEAR 5 ? 555802, 949488,389293,0

O
.

ENTER UNITS BUILT PER QUARTER
1ST Q, 2AND Q, 3RD Q, 4TH Q

gEgge

10. ENTER SALES PER QUARTER ($)

1ST Q, 2AND Q, 3RD Q, 4TH Q

1? 0,0,721756,422744

YEAR 2 ? 216656,333108,569060,116658
YEAR 3 ? 298935,612820,314070,643840
YEAR 4 7 329970,676440,693350, 355340
YEAR 5 ? 145690,746660,1913300, 549122
11. ENTER UNITS SOLD PER QUARTER

1ST Q, 2AND Q, 3RD Q, 4TH Q

YEAR 1?0,0,14,8

YEAR 2?7 4,6,10,2

YEAR 37?5,10,5,10

YEAR 4 ? 5,10,10,5

YEAR 57 2,10,25,7

ENTER O TO SKIP OQUTPUT DETAIL
ENTER 1 TO PRINT QUTPUT DETAIL
?1 :

CHANGE DATA (Y OR N)? N
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DATA SUMMARY

CASH FLOWS IN YEAR 1

ABSORPTION TERM:

LAND COST:

DOWN PAYMENT ON LAND:

LAND CONTRACT INTEREST RATE:
DEVELOPMENT LOAN INTEREST RATE:
INITIAL SITE IMPROVEMENTS:
POTAL UNITS IN PROJECT:

REAL ESTATE TAX RATE:

1ST QTR
1. SALES (DOLLARS) $0
2. SALES (UNIT)
3. CUM SALES (UNIT)
4, SITE IMPS. $
5. CONST. COSTS $
6. UNITS BUILT
7. CUM UNITS BUILT

8. LAND - INT. $20586

9. LAND - PRIN. $0

10. LAND -~ BAL. DUE $716040
11. DEV. LOAN - INT. $1598
12, DEV, LOAN - BAL. $51238
13. RE TAX $3654
14, RES FOR NXT PART $0
15, CASH THROW OFF $0
16. CURRENT VALUE $821000
17. D LOAN:VAL RATIO 0.062409
18. Z SOLD IN QIR 0.00c000
19. % SOLD - TOTAL 0. 000000

5 YEARS
$795600
$79560
0.1150
0.2200
$25400
148
0.0184

2ND QTR 3RD QIR

$0 $721756

0 14

0 14

$0 $0

$511680 $262234

16 8

16 24

$20586 $20586

$0 $67734

$716040 $648307

$31297 $48844

$620921 $303482

$6120 $4919

$0 $0

$0 $0

$1332680 $1071130

0.465919 0.283329

0.000000 0.094595

0.000000 0.094595

4TH QTR

$422744
8

22

$0
$2687%4
8

32
$18639
$38705
$609602
$31737
$243366
$4753

$0

$0
$1034950
0.235147
0.054054
0.148649
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CASH FLOWS IN YEAR 2

iST QIR 2ND QIR 3RD QIR 4TH QIR
1. SALES (DOLLARS) $216656 $333108 $569060 $116658
2. SALES (UNIT) 4 6 10 2
3. CUM SALES (UNIT) 26 32 42 44
4, SITE IMPS. $0 $259219 $0 $0
5. CONST. COSTS $0 $423600 $0 $296698
6. UNITS BUILT 0 12 0 8
7. CUM UNITS BUILT 32 44 44 52
8. LAND - INT. ' $17526 $16970 $16135 $14744
9. LAND - PRIN. $19352 $29029 $48381 $9676
10. LAND - BAL. DUE $590249 $561221 $512839 $503163
11. DEV. LOAN - INT. $13607 $42292 $28994 $19377
12. DEV. LOAN - BAL. $81229 $524131 $51606 $279455
13, RE TAX $4034 $45901 $3025 $4012
14, RES FOR NXT PART 50 $0 $0 $0
15. CASH THROW OFF $0 $0 $0 $0
16. CURRENT VALUE $878366 $1067090 $658614 $873617
17. D LOAN:VAL RATIO 0.092478 0.491180 0.078355 0.319883
18. % SOLD IN QIR 0.027027 0.040541 0.067568 0.013514
19. % SOLD - TOTAL 0.175676 0.216216 0.283784 0.297297
CASH FLOWS IN YEAR 3
1ST QIR 2ND QIR 3RD QTR 4TH QTR
1, SALES (DOLLARS) $298935 $612820 $314070 $643840
2, SALES (UNIT) 5 10 5 10
3. CUM SALES (UNIT) 49 59 64 74
4., SITE IMPS. $0 $0 $293283 $0
5. CONST. COSTS $304115 $155859 $479261 $163747
6. UNITS BUILT 8 4 12 4
7. CUM UNITS BUILT 60 64 76 80
8. LAND - INT. $14466 $13771 $12380 $11684
9. LAND - PRIN. $24191 $48381 $24191 $48381
10. LAND - BAL. DUE $478973 $430592 $406401 $358020
11, DEV. LOAN - INT. $32341 $28550 $42729 $38988
12. DEV. LOAN - BAL. $360075 $0 $542114 $164087
13. RE TAX $4443 $3162 $4341 $3013
14. RES FOR NXT PART $0 $3022 $0 $0
15, CASH THROW OFF $0 $0 $0 $0
16. CURRENT VALUE $967341 $691555 $945234 $656120
17. D LOAN:VAL RATIO 0.372232 0.000000 0.573523 0.250087
18. % SOLD IN QTR 0.033784 0.067568 0.033784 0.067568

19, % SOLD - TOTAL 0.331081 0.398649 0.432432 0.500000
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CASH FLOWS IN YEAR 4

1ST QIR 2ND QIR 3RD QIR 4TH QIR
1. SALES (DOLLARS) $329970 $676440 $693350 $355340
2. SALES (UNIT) 5 10° 10 5
3. CUM SALES (UNIT) 79 89 99 104
4, SITE IMPS. $0 $0 $0 $0
5. CONST. COSTS $503530 $516115 $176339 $0
6. UNITS BUILT 12 12 4 0
7. CUM UNITS BUILT 92 104 108 108
8. LAND - INT. $10293 $9598 $8207 : $6816
9. LAND ~ PRIN. $24191 $48381 $48381 $24191
10. LAND -~ BAL. DUE $333830 $285449 $237067 $212877
11. DEV. LOAN - INT. $36953 $51366 $30043 $106
12. DEV. LOAN - BAL. $413347 $366833 $0- $0
13. RE TAX $4263 $4466 $3070 $1931
14, RES FOR NXT PART $0 $0 $60477 $322297
15. CASH THROW OFF $O $0 $0 $C
16. CURRENT VALUE $928254 $972434 $729057 $742717
17. D LOAN:VAL RATIO 0.445295 0.377232 0.000000 0. 000000
18. % SOLD IN QIR 0.033784 0.067568 0.067568 0.033784
19. Z SOLD - TOTAL 0.533784 0.601351 0.668919 0.702703
CASH FLOWS IN YEAR S
1ST QIR 2ND QIR 3RD QTR 4TH QIR
1. SALES (DOLLARS) $145690 $746660 $1913300 $549122
2. SALES (UNIT) 2 10 25 7
3. CUM SALES (UNIT) 106 116 141 148
4. SITE IMPS. $0 $348621 $0 $0
5. CONST. COSTS $555802 $949488 $389293 $0
6. UNITS BUILT 12 20 8 0
7. CUM UNITS BUILT 120 140 148 148
8. LAND ~ INT. $6120 $5842 $4451 $974
9. LAND ~ PRIN. $9676 $48381 $120933 $33867
10. LAND - BAL. DUE $203201 $154820 $33867 $0
11, DEV. LOAN - INT. $30792 $97070 $85832 $0
12. DEV, LOAN - BAL. $460748 $1169540 $0 $0
13. RE TAX $4048 $6048 $1743 $0
14. RES FOR NXT PART $0 $0 $141491 $0
15. CASH THROW OFF $0 $0 $O $514282
16. CURRENT VALUE $881422 $1316900 $520954 $0
17. D LOAN:VAL RATIO 0.522733 0.888100 0.000000 10. 000000
18. Z SOLD IN QTR 0.013514 0.067568 0.168919 0.047297

19. Z SOLD -~ TOTAL 0.716216 0.783784 0.952703 1.000000



APPENDIX C——Continued
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SUMMARY

REVENUE
LAND DOWN PMT:
SALES:

TOTAL REVENUE:

EXPENSES
’ LAND COST:
INTL SITE IMPRV:
SITE IMPROVEMENTS:
CONSTRUCTION:
LAND INTEREST:
DEV LN INTEREST:
RE TAXES:

TOTAL EXPENSES:
CASH THROW OFF:
RETURN ON EQUITY:

TOTAL

$79,560
$9,659,520

$9,739,080

$795,600
$25,400
$901,123
$5,956,550
$250,372
$692,516
$75,945

$8,697,510
$1,041,570

1.6726

ENTER 'C' TO CHANGE DATA AND RERUN

ENTER 'Q' TO QUIT

ENTER '1’' TO ALTER SITE IMPROVEMENT COSTS
ENTER '2' TO ALTER CONSTRUCTION COSTS

ENTER '3' TO ALTER SALES AMOUNT

ENTER PERCENT ALTERATION

DATA SUMMARY

? .05

ABSORPTION TERM:
LAND COST:

DOWN PAYMENT ON LAND:

LAND CONTRACT INTEREST RATE:
DEVELOPMENT LOAN INTEREST RATE:
INITIAL SITE IMPROVEMENTS:
TOTAL UNITS IN PROJECT:

REAL ESTATE TAX RATE:

PER UNIT

$538
$65, 267

$65,805

$5,376

$172
$6,089
$40, 247
$1,692
$4,679

$513

$58,767
$7,038

5 YEARS

$795600

$79560
0.1150
0.2200
$25400

148
0.0184



TRENDS ON CURRENT APPRAISAL TECHNIQUES
AND BUSINESS PRACTICE

Presented by

Professor James A. Graaskamp, Ph.D., CRE, SREA
University of Wisconsin, School of Business

INTRODUCTION

Changing Markets for Appraisal Services

Real estate appraisal is a pivotal benchmark for decisions involving
social equity, validation for regulatory purposes, benchmarking for
management performance commitments. (See Exhibit 1.)

Appraisal is a specialty in the rapidly evolving information business.
Appralsers systematically collect information, organize and analyze the
data, and reach decisions about value while communicating essential
information to a client. This is similar to the work of:

1. Accountants

2. Insurance managers

3. Security and investment counselors
L, Lawyers

Unlike accountants and others , appraisers receive little help from
their professional organizations in the form of position papers which
define appropriate methods for a particular question.

1. Accounting has the FASB, Financial Accounting Standards Board
that continually modifies generally accepted accounting principles
to fit new problems such as mergers, current values of fixed
assets, accounting for real estate operations, etc.

Securities people have the Midwest Securities Association

The insurance education program is controlled by two independent

organizations, the American College of Life Underwriters and the

American College of Property and Casualty Underwriters.

4, Appraisers have no such independent fixed point. Even the
eighth edition of the Institute textbook disclaims any respon-
sibility for being a standard. The flyleaf of the eighth edition
says: ""FOR EDUCATION PURPOSES ONLY

The opinions and statements set forth herein are those
of the individual members of the Institute's editorial
staff and do not necessarily reflect the viewpoint of
the American Institute of Real Estate Appraisers or its
individual members."

w N

As a result, most disputes about appraisal and the misuse of appraisal
occurs on four simple basics:

Definition of real estate interests to be appraised
Definition of highest and best use

Definition of market value

Definition of what constitutes market comparison

200N -



Because professional appraisal organizations make no effort to defend
a standard and will define real estate and value any way desired by
the client while hiding behind 1imiting conditions appraisal has
become synonomous with disinformation.

1. Disinformation is military intelligence in providing information
which appears to be correct in form and terminology so that the
reader rationalizes to the wrong conclusion.

2. Disinfomation in appraisal is a conspiracy of cooperation between
the appraiser and his client to satisfy regulators, provide cover
against future charges of incompetence or achieve other objectives
in terms of income taxes, real estate taxes, divorce settlements,
etc.

The information business has been further altered by low cost micro-
computers which permit development of large data banks of unknown
quality and word processing which carries boilerplate prose to
industrial production standards.

1. Data banks lead to tempting misuse of statistics and software puts
statistics in the hands of everybody.
2. The Home Loan Bank disallowed appraisal by regression because:

a. The subject property was compared to the mean of the data
base rather than a specific subset of comparables.

b. The appraiser had not personally inspected the properties or
confirmed terms of sale with grantor/grantee.

c. Appraiser was not personally responsible for adjustments.

3. The information business requires careful definition of the problem
for which information must be collected, organized, and reduced
to a conclusion.

The professional appraiser must push his organizations to define basic
standards and must push his client to define the basic problem in order
that contemporary appraisal can utilize modern information techniques.

1. The alternative is to allow the client to name the number and the
appraiser names and unique set of limiting conditions under which
the number might be true.

2. The name the number approach is what we see in syndication, asset
allocation and much litigation and it will destroy the image of
independent appraisal while permitting the accountants to take
over as truly independent arbiters of value.



TRENDS ON CURRENT APPRAISAL TECHNIQUES
AND BUSINESS PRACTICE

Presented By

James A, Graaskamp, Ph.D., CRE, SREA
University of Wisconsin, School of Business

FIRST HOUR

The basic premises of the contemporary approach stem
from the fundamental belief that pricing is a
behavioral science, that analysis should be inductive
rather than deductive wherever possible, and that
appraised values are intended to serve as a benchmark
for some decision process.

A. A price is a social transaction and the behavior
of the parties and configuration of the
transaction reflects a consensus at some point in
time between external market forces sufficiently
strong to impose on the outcome and internal
forces on the supply side sufficiently strong to
pursue their own self-perceived interests.

Notice that the above does not presume:

1. Both demand and supply forces to have
alternatives of equal indifference.

2. Negotiation . abilities of equal force, or

3. Cash maximization as their sole criteria - all
of which characterize the traditional
approach.

B. The contemporary view sees appraisal as a limited
and fictional case of feasibility analysis which,
in turn, is a limited case in problem solving
which, in turn, is part of a larger planning
framework.

C. Appraisal as a fictional feasgibility study is a
model of a decision process and, therefore, like
all models is constrained by the following
elements:



II.

1. What is the nature of the question?

2. What quantity and quality of data may be
available?

3. What theory or hypothesis may edit and focus
the available data as a tentative answer to
the question?

4, What techniques and data management can be
used reliably by the analysts?

5. What techniques and data management have
credibility with the ultimate decision maker
hiring the analyst?

6. What techniques and data management are cost
effective in terms of the dollar consequences
of the decision?

Functions of appraisal differ dramatically and
lead to multiple definitions of value.

1. Validation (mortgage loans)
2. Benchmarking performance (pension funds)
3. Confrontation (legal cases)

4, Counseling (investment decisions)

In that light, the sequence of steps required of the
contemporary/appraisal process referred to by
Wisconsin students as RATGRAM is as follows:

A.

B.

What is the issue for which the appraisal is
sought as a benchmark?

What are the attributes of the property in terms
of alternative courses of action for their
productive use?

Given the alternatives, what is the most probable
use?



Given the most probable use, who is the most
probable buyer in terms of class, motivation
profile, or market position? (See Exhibit 1.)

Given the most probable use and most probable
buyer assumptions, there are three approaches to
predicting most probable price:

1. Inference from past transactions involving
properties of similar potential and buyers of
similar motivation.

2. Failing adequate transaction data, it is then
acceptable to simulate the pricing methods of
the most probable buyer,

3. Failing to find either similar properties or
articulate buyers, the appraiser is then
permitted to use normative methods which
indicate what might happen if buyer and seller
were as smart as the appraiser.

With an initial estimate of value, it may then be
modified for external conditions unique to the
parties, the place, or the time.

The adjusted value must then be tested to
demonstrate that results at that price would be
consistent with the minimum goals of all major
parties to the transaction.

Since the appraiser is predicting price under
conditions of uncertainty and many different
market terms, the appraisal conclusion must be
expressed as a central tendency within a
transaction zone which is qualified by financial
terms and/or critical assumptions about unknowable
facts.

1. Although the Institute uses fair market value
and most probable price interchangeably, that
is a travesty on the work of modern theorists
and a deliberate attempt to confuse or negate
the implied criticism of traditional ways by
contemporary analysts. See Exhibits 2 & 3.



Critical lssues That Deflne Appralsal Process

Function of the
Appraisal

Property Rights

Relevant Deflnitlion
of Value

Allocatlon of
Productivity

Buyer Hotlvatlon
Presumed

Tax assessment

Fee simple private rights
unencunbered

Cash market present
value (As opposed to

price

Prescnt value
income attributable to
land and structures only

Purchase of economic
productivity

Mortgage loan
(nonparticipating)

Encumbered fee simple
private rights plus
additional rights
pledged

most Yrobable sellling

Regulations =~

market value
Underwrlting - solvency
price or liquidatling
value

Fixed income pledged
from all sources less
costs of creative
management

Share of economic
productivity contributed
by capital

Mortgage loan
(particlpatory)

Encumbered title plus
nonvested Interest In
selected future revenues

Presant value of all
future cash flows

Varjable Income pledged
plus share of reversionary
Interest

Share of economic produc~
tivity contributed by
capital plus share In

selected management returns

plus positioning against
devaluatfon due to
changing condltions

Sale of an lnvestment

Encumbered title plus
vested entitlements plus
golng concern proflt
center opportunities

Most probable price
above mininum acceptable
alternatlive opportunity

Returns from land, struc-
tures, personalty, and
selected entitlements

Increase in spendable cash
Increase In liquldity
value of estate
Pasitioning to maxlimize
probability of survival of
beneflts despite changing
conditlons

Purchase of
Investments

Encumbered title plus
positioning for access
to entitlements

Hast'probablc price
within percelved perll
point limit

Land, structure,
personalty, and Intangible
assets less proflt centers
for management

Increase in spendable cash

Increase In liquidity
value of estate

Positioning to maximize
probabllity of survival
of benefits desplte
changing conditions

Golng concern
purchase of a
bus lness

Encumbered title plus
positionlng for access to
entitiements plus
reduction in risk for
business start-up plus
contral of monapallstic
market position controls

Most probable sales
price within perceived
costs of creating an
alternative

Land, structure,
personalty, and Intangible
assets and qood wlll plus
artifactual proflt centers
for management

Increase In spendable cash
Increase in liquidity
value of estate
Positlonlng to maximlze
probabllfty of survival

of benefits despite
changlng conditlons

1 11giHX3



EXHIBIT 2

FAIR MARKET VALUE DEFINITION

A current definition of market value is

The most probable price in cash, terms equivalent to
cash, or in other precisely revealed terms, for which
the appraised property will sell in a competitive
market wunder all conditions requisite to fair sale,
with the buyer and seller each acting prudently,
knowledgeably, and for self-interest, and assuming
that neither is under undue duress.

Fundamental assumptions and conditions presumed in
this definition are

1. Buyer and seller are motivated by self-interest.

2. Buyer and seller are well informed and are acting
prudently.

3. The property is exposed for a reasonable time on
the open market.

4, Payment is made in cash, its equivalent, or in
specified financing terms.

5. Specified financing, if any, may be the financing
actually in place or on terms generally available
for the property ¢type in its 1locale on the
effective appraisal date.

6. The effect, if any, on the amount of market value
of atypical financing, services, or fees shall be
clearly and precisely revealed in the appraisal
report.

———— v —— — ——

Source: American Institute of Real Estate Appraisers,

Ihe Appraisal of Real Estate, Eighth Edition,
Chicago, IL, 1983, p. 33.



EXHIBIT 3

The most probable price is that selling price which
is most likely to emerge from a transaction involving
the subject property if it were to be exposed for
sale in the current market for a reasonable time at
terms of sale which are currently predominant for
properties of the subject tyrpe.

Source: P. 8, The_Appraisal_of 25_N. Pinckney, Editor
James A, Graaskamp.



IIT.

2. Contemporary theory recognizes explicitly the
errors in forecasting, the role of financial
terms, and the reality of bargaining position.

I. These general precepts are then expandediinto an
appraisal report ocutline of the general type
included in Exhibit 4,

J. Upon review of the more detailed outline and the
limited time that we have, I would like to
demonstrate a manual market inference system, an
automated market comparison system, an income
simulation method, and a computer test model.

Three Basic Methods of Appraisal

Ratcliff concludes that most appraisals are concerned
with prediction of a future event, a transaction
price. Since an appraisal method is a forecasting
tool, forecasting is best done with some past
experience. Failing that, the best method is
simulation of the real estate market process.

A. Given reliable information on past market
behavior, the preferred method of appraisal is to
process the data, statistically if possible, to
derive a prediction of future price behavior under
given conditions and with means for estimating the
reliability of the prediction.

1. Statistical prediction if possible.

2. Statistical rules for defintiion of a data set
at the least.

B. Should market data be unavailable or inconclusive,
the appraiser is forced to resort to the second
method of appraisal, namely the construction of a
real estate market model of factors which reflect
his understanding of how buyers and sellers might
behave.

1. The income approach and the cost approach are
submodels of how an investor is supposed to
behave.



EXHIBIT &4

CONTEMPORARY REAL ESTATE APPRAISAL REPORT OUTLINE

Letter of Transmittal

1. Brief statement of appraisal issue

2. Definition of value aplied

3. Value conclusion (qualified by financing, terms of sale,
and range of probable transaction zone as appropriate)

4. Sensitivity of conclusion to critical assumptions

5. Property observations or recommendations

6. Incorporation by reference of limiting assumptions and
conditions

Table of Contents
List of Exhibits
Digeast of Facts, Assumptions, and Conclusions

1. Property type

2. Property location

3. Property ownership

4. Determinant physical attributes

5. Contrelling legal-political attributes

6. Pivotal linkage attributes

7. Marketable dynamic attributes

8. Most probable use conclusion

9. Most probable buyer profile assumed

10. Initial probable price prediction and central tendency

11. Adjustment of preliminary value estimate for external
factors or market position of parties
12 Testing of corrected probable price for consistency with

most probable buyer objectives
13. Final value conclusion and range of error estimate as
appropriate

I. Appraisal Problem Assignment

A. Statement of issue or circumstances for which
appraisal is intended to serve as a decision benchmark
and date of valuation

B. Special problems implicit in property type or issue
that affect appraisal methodology and definition of
value



EXHIBIT 4 (continued)

C. Special assumptions or instructions that are provided
by others

D. Definition of value, which is the objective of
appraisal analysis and disciplines appraisal process

1. Selected definition and source

2. Implicit conditions of the definition

3. Assumptions required by relevant legal rulings

E. Definition of legal interests to be appraised

i. Legal description and source

2. Permits, political approvals, and other public use
entitlements

3. Fixtures or personalty to be included with sale

4, Specific assets or liabilities excluded as
inconsistent with issue or premise of appraisal

II. Property Analysis to Determine Alternative Uses
A. ©Site Analysis

1. Physical (static) site attributes (size, shape,
geology, slope, soil hydrology, etc.)

2. Special site improvements (wells, bulkheads,
irrigation systems, parking surfaces with unique
salvage or re-ugse characteristics, etc.)

3. Legal-political attributes (applicable federal,
state and local zoning, convenants, easements,
special assessments, or other land use codes and
ordinances, etc.)

4. Linkages of site (key relationships to networks,
populations, or activity centers that might
generate need for subject property)

5. Dynamic attributes of site (perceptual responses
of people to site in terms of anxiety, visibility,
prestige, aesthetics, etc.)

6. Environmental attributes of site as related to
off-site systems or impact areas.

B. Improvement Analysis

1. Physical (static) attributes of improvements,
cataloged by type, construction, layout,
condition, structural flaws, etc.

2. Mechanical attributes (brief sttement of heating,
ventilating, air conditioning, electrical,
plumbing, and fire or safety-systems in terms of
limitations on use or efficiency)

10



8.

EXHIBIT 4 (continued)

In short, it is useful to subdivide improvements
into subsystems:

a. Foundation system

b. Structural system

¢. Vertical circulation
d. Horizontal circulation
e. TFloor system

f. Ceiling system

g. Roof system

h. Internal wall system
i. External wall system
j. HVAC system

k. Communications system
1. Traffic separation system
m. Security system

n. Life safety system

o. Waste removal system

Special structural linkages to off-site elements
(tunnels, bridges, adjoining structures, etc.)
Legal-political constraints on use of existing
improvements (federal, state and local building
codes, fire codes, conditional use procedures,
neighborhood associations, and inspection liens of
record for violations).

Dynamic attributes of existing improvements
(impressions created by type, bulk, texture,
previous uses, past history, or functional
efficiency)

Current uses and tenancies of improvements, if any
Environmental impact attributes of improvements on
environs

Identification of Alternative Use Scenarios for
Subject Property

1.
2.

Marketing existing uses of property as is
Renovation of &existing property and marketing
improved space

Redirection of existing property to alternaitve
tenancies and uses

Replacement of existing improvements or program
with new uses

11



EXHIBIT 4 (continued)

I1I. Selection of Most Probable Use

A.

Comparative Analysis of Alternative Uses

l. Testing and ranking alternative use strategies for
legal-political compatibility

2. Testing alternative use scenarios for fit to
physical property attributes within reasonable
cost to cure ’

3. Selection of scenarios that justsify market
research
B. Analysis of Effective Demand for Selected Uses
1. Search for rents and income potentials of scenario
space~time products
2. Screen and rank market targets
3. Apply income~justified residual investment
approach to rank economic power of alternative
market scenarios
4. Evaluate marginal revenue, marginal investment
risk trade-offs
C. Summary Matrix for Selection of Most Probable Use
Scenario
1. Physical fit
2. Legal-political risk
3. Strength of market demand
4., Adequacy of available financing
5. Revenue and cost assumptions risk
Iv. Prediction of Price for Subject Property
A. Specification of Most Probable Buyer Type Implied by

Most Probable Use

1. Criteria motivations of alternative buyer types

2. Selection of most probable buyer type as basis for
prediction

3. Specification of essential site, improvement,
financial, or key decision criteria of principal
alternative buyer types

12
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EXHIBIT 4 (continued)

Explanation of Appraisal Methocdology for Prediction
of Probable Purchase Price

1. Preferred method: to infer buyer behavior from
actual market transaction and market data
available from sales by comparable buyers of
acceptable alternative properties

2. In the absence of adequate market sales data, the
alternative method selected for simulation of
probable buyer decision process

3. If market influence of simulation is impossible,
select normative model such as investment value,
or cost to replace

Search for Comparable Market Sales Transactions

1. Unit of comparison

2. Method of comparison

4. Investigation of sale transaction circumstances
5. Evaluation for comparability

6. Definition of predominant terms of sale

7. Source of comparative adjustments

Determination of Suitability of Existing Market Data
for Inference of Value for Subject Property

1. Where data is adequate, selection of market
comparison method to estimate value

2. Where data is lacking or misleading, selection of
method leads to simulation in E or normative
methods in F

Simulation of Probable Buyer Decision Process 1if
Market Comparison Approach 1is Inconclusive or
Impossible

1. Source and explanation of simulation model

2. Schedules of simulation assumptions

3. Range of alternative simulation value predictions
(sensitivity analysis)

Selection of Normative Model of Buyer Behavior
1. Investment model
2. Cost-to-replace model

3. Nonquantitative decision models

Computation of Most Probable Price and Standard
Error of Prediction

13



EXHIBIT 4 (continued)

Correction of Preliminary Value Estimate for External
Factors

1. Identification of conditions relative to date of

appraisal not present in market comparison
assumptions
2. Specification of political contingencies that

might upset normal appraisal assumptions of sub-
stitution

3. Identification of any violation of conditions in
the definition of value by the appraisal method-
ology

4. Indication of adjustment necessary to preliminary
probable price estimate or

5. Explicit statement that no adjustment is necessary

Test of Most Probable Price or Value Conclusion by
Means of:

1. Comparison to values derived from selected alter-
native appraisal methodology

2. Demonstration of achievement of objectives of most
probable buyer minimum selection criteria

3. Measurement of fit of financial cash requirements
to market rents, lender ratios, or other relevant
constraints

4, Comparison to decision criteria appropriate to
issue (financial ratios required by mortgage

lender, comparative assessments of similar property

for the tax appeal board, rates of return in
alternative investments, construction prices for
similar property, or whatever demonstrates
consistency with statement of the issue)

Appraisal Conclusion and Limiting Conditions

AQ
B.
C.

Definition of Value and Value Conclusion of the Report
Certification of Independent Appraisal Judgment
Statement of Limiting Conditions that Establish:

1. Contributions of other professionals on which
report relies

14

2. Facts and forecasting under conditions of uncertainty

3. Critical assumptions provided by the appraiser
4. Assumptions provided by the client

S. Controls on use of appraisal imposed by the appraiser
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EXHIBIT 4 (continued)

Appendices

Maps, data sets, only if referred to in the text. These
data collections would slow down the reader if included as

an exhibit and are secondary to the argument in the body
of the report.
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After~tax investment models are another
submodel of market behavior, but while these
may measure demand from the buyer's viewpoint,
it may not measure the minimum price expected
by the seller who also has a tax model to
consider. In using the second approach, the
appraiser must be very careful to indicate
price on the supply side representing minimum
expections (Vs) of the seller.

Should there be no sales and no way to verify how
buyers would review the specific property (utility
case - rate base or kilowatt production?), then
the appraiser falls back to normative methods.

1.

Normative means what the buyer would do if he
were as smart as the appraiser and motivated
only by a desire to maximize wealth.

The traditional income approach or the cost
approach are normative models unless it can be
proven buyers behave accordingly.

After-tax cash flow models are normative
models until 1t can be shown how these models
value property.

Highest and best use or most probable use in order
to identify most probable user and buyer, requires
analysis and explicit recognition of possible uses
which are:

Legal/political acceptability
Physical/technical feasibility
Effective demand and marketability
Financial viability

Community compatibility

(See Exhibit 5.)
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EXHIBIT S
DEFINITION OF 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 reasonably 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 improvements on it, the highest
and best use may very well be determined to be different from
the existing use. The existing use will continue, however,
unless and until land value in its highest and best use exceeds
the total value of the property in its existing use. See
Interim Use.

Implied within fhese definitions is recognition of the
contribution of that specific use f£o community enviropmenk or
to. community developmenf goals in addifion fto wealth
maximization of individual properfy owners. Also implied is
that the determipation of highest and best use results from fhe

appralser's judgment and analyviical skill, i.e., that the use
determined from analysis represents an opinion, not a fact to

be found. In appraisal practice, the concept 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.

Source: Byrl N. Boyce, Begl Estate Appraisal _Terminology,
Revised Edition, AIREA, SREA, Ballinger, Cambridge,
Mass., 1981, p. 107-108.
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New Issues and New Appraisal Techniques

It is generally recognized that the real estate market
is dependent upon substantial amounts of credit to
support effective demand sc that real estate prices
and perhaps values vary with the terms and supply of
credit generally available in the marketplace. Indeed
the old timers have seen the definition of fair market
value gradually move away from the firm premise of
cash to the seller to a somewhat more subjective
condition of terms generally available in the market.

A, The pressure of double digit inflation is eroding
many of the appraisers' favorite simplifications
of the market model:

1. The long-term fixed interest mortgage,
amortized from property productivity is gone.

2. The simple division of income between the
mortgage and the equity component is smothered
in participating mortgages, limited
partnerships, convertible mortgages and seller
financing.

3. As the government had removed general
subsidies to real estate finance such as
regulation Q, it has made greater use of
specific interest subsidies to selected
special groups.

4, Real estate markets must be defined not only
in terms of use, age, income, but also access
to capital.

5. Moreover, most properties exist in a 3-tier
market, utility to house to activity,
commodity and money speculation, and as part
of a going concern.

6. The 3-tier market can be further subdivided by
the nature of permits or other entitlements
that are site specific and define risk of a
vested or non-vested opportunity.



19

Volatile money market conditions and the
widespread use of creative financing leave the
appraiser in considerable difficulty in defining
typical market terms, cash equivalent prices or
the relationship of fair market value to
transaction price. Does the client want fair
market price, most probable price, going concern
value, contributory value, investment value, or
liquidating value in event of delinquency and
foreclosure?

The impact of these elements is significantly
different for problems involving:

1. Income investment properties

2. Economic development properties

3. Multi-family residential properties

4. Single family residential pfoperties

The impact of financing in each situation requires

that we go back to basics., The appraiser or his

client must define:

1. What is the function of the appraisal?

2. Which rights are to be appraised? People buy
interests in real estate income, entitlements
to business opportunities as well as fee
simple title.

3. Eighth edition definition of value in Exhibit
2 requires specificity of financial terms and
value increment assigned to financing.

4, Where is the definition explicit about value
impact of leases in place?

5. How is productivity allocated to the agents of
production?



EXHIBIT 7
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LOAN TO COST RATIO APF’QOACH

siTe AcowsTion cosT 100,000

S0,000'sq.fE. land

32,000 X $30/sq. ft.

fees, inte