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James A. Graaskamp, Ph.D., S.R.E.A., C.R.E.
Jean B. Davis, M.S.

January 25, 1985

Messrs. Gordon and Greg Rice
Executive Management, Inc.
6000 Gisholt Drive

P.0. Box 8685

Madison, WI 53708

Gentlemen:

Enclosed are the individual appraisals and the package value of
five warehouse properties located at:

2201 Darwin Road

2223 Darwin Road

2601 Seiferth Road

625 Mayfair Avenue
2955-57 Packers Avenue

& &2 == =

For each of the above properties we have established fair
market value as of January 1, 1985, assuming cash to the
seller, and subject to the assumptions and limiting condltlons
noted throughout the report.

The appraisers have inspected each property and have no vested
interest, present or future, in the properties owned by the
Madison Real Estate Investment Fund (MREIF) except, of the
374,204 total MREIF shares outstanding as of January 10, 1985,
James A. Graaskamp owns 60 shares and Jean B. Davis owns 100
shares. This ownership position pre-dates any appraisal
assignment by six or more years.
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Messrs. Gordon and Greg Rice
Page Two
January 25, 1985

Market values as of January 1, 1985, of the properties subJect
to existing leases, but sold for cash are as follows:

2201 DARWIN ROAD
TWO HUNDRED TWENTY THOUSAND DOLLARS
| ($220,000)

2223 DARWIN ROAD
ONE HUNDRED EIGHTY THOUSAND DOLLARS
($180,000)

2601 SEIFERTH ROAD
TWO HUNDRED EIGHTY THOUSAND DOLLARS
($280,000)

625 MAYFAIR AVENUE
TWO HUNDRED FIFTY THOUSAND DOLLARS
($250,000)

2955 AND 2957 PACKERS AVENUE
TWO HUNDRED NINETY THOUSAND DOLLARS
($290,000)

If the above properties are sold as a package, the efficiency
of a single transaction and rapid deployment of the net
proceeds for the seller justify a discount greater than any
premium a buyer might pay for acquisition economies and
portfolio risk reduction., Therefore, the appraisers have
concluded that the package price for combined sale of the above
five properties as of January 1, 1985, should be:

ONE MILLION ONE HUNDRED SIXTY THOUSAND DOLLARS
($1,160,000)

with cash to the seller, but subject to existing lease terms.




Messrs. Gordon and Greg Rice
Page Three
January 25, 1985

The appraisers note that the market value for the warehouse
property at 2601 Seiferth Road is $72,000 below the 1984
assessed value of $352,000, suggesting the opportunity for
review and possible appeal by MREIF.

We are pleased to have been of service, and we remain available
to answer any specific questions you may have regarding this
report.

FOR LANDMARK RESEARCH, INC,

At |
A. Graaskamp, Ph.D., SR&A, CRE

and Economist

A

ean B, Davis
Real Estate Appraiser/Analyst

Enclosures
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I. INTRODUCTION

A, Issue for Which Appraisal is Required
The issue for which this appraisal 1is required 1is the

possible sale and liquidatioh of a portfolio of five industrial

 warehouse buildings located in Madison, Wisconsin, as a package

sale. Each property will be appraised individually for its most

probable sales price and then a package price will be set for a

- possible sale of the five properties as a single purchase,

afiowing for a reduction in opportunity costs and transaction
risks for the seller and the possibility of a more stabilized
income risk position for the buyer.vThe appraisals will serve
as a benchmark for the Board of Directors representing the best
interests of the shareholders in the Madison Real Estate
Investment Fund and as a guide to perspective purchasers as to

the investment characteristics of the subject property.

B. Definition of Interests to be Appraised
The title of each subject property 1is encumbered with

certain existing leases and financing agreements, and it is an

assumption of the appraisers that these contracts and

encumbrances would be sold with the property as of the

appraisal date, January 1, 1985, to the degree assignable. In
certain instances other minor easements on title héve been'
presumed and identified where necessary by the appraiser to

facilitate delineation of one adjoining property from another.

1




Individual property descriptions will identify where interior
improvements, such as small office partitioning or HVAC

equipment, would remain the property of the tenant.

C. Definition of Fair Market Value

A current definition of market value [1]'which is used for
this appraisal is:

The most probable price in cash, terms equivalent to
cash, or in other precisely revealed terms, for which
the appraised property will sell 1in a competitive
market under 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 iﬁ
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 1is exposed for a reasonable time on
the open market.

4, Payment is made in cash, 1its 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 1its 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.

[1] American Institute of Real Estate Appraisers,
The Appraisal of Real Estate, 8th Edition, (Chicago:
American Institute of Real Estate Appraisers, 1983),

p.33.




D. Industrial Properties to be Appraised

The industrial properties subject' to this appraisal are
engineered, prefabricated steel structures primarily suited for
warehousing, wholesaling, and light industrial wuses built on
raised concrete platforms and sited oﬁ adequate, accessible
sites., They can be initially identified as follows by address
and by section within this appraisal, with further legal
descriptions detailed ﬁithin the appropriate appraisal section:

1. 2201 Darwin Road - Warehouse Property - Section III
Madison, WI

2. 2223 Darwin Road - Warehouse Property - Section IV
Madison, WI

3. 2601 Seiferth Road - Warehouse Property - Section V
Madison, WI

4, Emmer-Madison Property - Section VI
625 Mayfair Avenue
Madison, WI
5. Packers Avenue Warehouse Buildings - Section VII

2955 & 2957 Packers Avenue
Madison, WI :

E. Eormat of the Report
Since each subject property, except for 2957 Packers
Avenue, ’is‘ of steel construction and used primarily for
storage, either in single or multiple tenancy, the first
section of the appraisal will provide a general analysis of the
Madison market for industrial warehouses as it is relevant to
the general characteristics of the subject properties. This

section of analysis will serve as demand and supply analysis

v
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background for each of the individual properties to be
appraised in the following sections 1in order to avoid
unnecessary repetition. Madison market rents discussed in this
section are adjusted to fit the location and characteristics of
the individual properties where appropriate.

Each property will be analyzed using a discounted cash flow
valuation report for primary valuation, a market comparison
approach as a secondary valuation method, and a national cost
service, Marshall Valuation Service, as a stylized cost
approach which is a further check on value. A basic explanation
of each approach is included in Appendix A, B, and C, which are
then referenced as explanation for each valuation component
provided for each property. A description of the various
potential comparable sale properties considered are included in
Appendix D and are referenced if and when applied to each of
the subject properties. Appehdix E defines permitted uses in M1
and C3L zoning areas and in Appendix F the existing mortgages
for each of the subject properties is summarized. Appendix G 1is
a summary of the pertinent property and lease data for the
package of five warehouse properties appraised in this report.

Each subject property then has 1its own section in the
feport, identified by Roman numeral and consisting of the

following components:




A. Site Description and Analysis
B. Building Improvement Description and Analysis
C. Lease Description and Analysis
D. Operating Expenses, Reimbursements, and
Appraisal Assumptions , '
E. Financing Description and Analysis
F, Assumptions Underlying Discounted Cash Flow Approach
G. Discounted Cash Flow Detail and Conclusions
H. Market Comparison Approach Application and Conclusion
I. Cost Approach Input Assumptions and Conclusions
J. Reconciliation of Three Approaches and Conclusion
of Subject Property Value if Sold Individually

Following completion of the individual valuation of each
subject property, the final section of the report will discuss
pricing considerétions relevant to sale of a small package of
the five industrial properties from the standpoint of buyer and
seller. Those elements discussed will be the basis for the
appraisers' judgment as to a package price for all five of the

subject properties.




II. MADISON INDUSTRIAL WAREHOUSE MARKET

A. Comparable Rental and Sales Warehouse Properties

The market for wholesale and light industrial warehouses in
Madison 1is clearly‘ subdivided by 1location and consistently
stable in terms of rent/cost relationships. The appraisers used
rental comparables (Exhibit II-1) and sales comparables
(Exhibit II-3) from three areas: the airport zone, the far east
side, and the southcentral side of Madison. The location of the
rental comparables are shown in Exhibit II-2 and the sales
comparables are located on a map in Exhibit - II-4,

1. The airport zone is an area northeast of First Street
and generally flanking the major routes to the airpoft,
Pennsylvania and Packers Avenues on the northwest, and
Highway 51 and East Washington Avenue on the southeast.
Warehouses in this area serve tenants and owners
distributing to the state hinterland via‘the highway
network or the airport. Much of the space is wused for
agri-industry, specifically bulk storage of seeds,
chemicals, processed food products, and othef bulk
storage.

2; The east side locations serve light manufacturing and
distribution of commercial products as opposed to

seasonal agriculture warehousing. Many of the




industrial warehouses are owner-occupied and combine
office with storage use. There is about an even split
regarding lessor-lessee responsibility for the payment
of real estate téxes which should be reflected in the
nominal rental rate.

3. The southcentral district has many more small buildings
to house local service companies which require the
Beltline Highway to reach residential markets on
Madison's west side. Rents tend'to‘ be higher Dbecause
spaces are smaller, tenants bid for alternatives,
spaces turn over more frequently requiring greater
allowances for vacancy, and many wére custom=built for
tenants long since departed along Watson Road, Stewart
Avenue,‘ and related streets.

The engineered steel building with long, clear span,
insulated séeel wall and roof patterns, space heaters, and
small office areas are easily built to suit for $12 to $15’per
square foot of GBA, including the cost of land, so that owners
with stable needs can build their own facilities if rents rise
too quickly on the limited supply of rentable area. Currently,
it appears that rents and investment values have lagged
construction costs except for 1long-term agricultural surplus
leases. The <classic buy/lease trade off analysis constrains

over-building. Only the owner-occupied service/distribution




warehouse structures tend to offer more decorative maSonry,
architectural entrances, and fenestration, as well as finished

office and display space.

The financing used in comparable sales transactions has

" been provided by several local Madison life insurance companies

or by land contracts which wrapped around existing financing. A
1ist of sales from which comparables were chosen for each of
the subject properties is provided in Appendix D. |
While the building components may be similar, each building
has a specific set of attributes to distinguish it from the
others. Therefore, application of the market comparison
approach to value involved the following steps: (1) selection
of comparables on the basis of structure type, (2) conversion
of the nominal price to cash price per square foot, and then
(3) search for an explanation of the differences among
properties compared by means of a price per point per square
foot forhula. (See Appendix B for more detailed explanation of

market comparison valuation methodology).

B. Apalysis_of Madison Warehouse Market

No direct adjustment to price was made for time because the
Madison market, while steady, has not experienced significant

growth in industrial and wholesale employment since the mid-




3

1970s. County Business_Patterns_ 1982 - Wisconsin [11, page 36,

Table 2, indicated total employment in the wholesale trade
category in the Spring of 1982 was 6,893 persons as opposed to
6,436 persons in the Fall of 1977 for Dane County [2]. By the
same token, County Business Patterns 1982 - Wisconsin, page 3A4
Table 2, indicated 18,431 persons in manufacturing of all types
in March of 1983 as compared to 18,987 persons in September of
1977 as reported by the Dane County Department of Industry in
the Dane_ _County _Economic _Profile. Nor 1is there a great
distinction between the M-1 and C-3 zoning categories, Although
C-3L has somewhat more 1limited permissable wuses, it is
primarily characteristic of the southcentral market for
commercial services. (See Appendix E for permitted uses.)
Since more than Qne-third of the County's jobs are in
government, expansion in government service has ‘had 1little
impact on the need for supportive warehousing. Completion of

the interstate system led to the closing of several chain store

~distribution facilities in the 1late '70s since the Madison

market then could be served by semi-truck from Chicago and

Milwaukee.,

[1] County Business Patterns 1982 - Wisconsin, United States
Department of Commerce, Bureau of the Census, Table 2,
page 34, Dane County Economic Profile, 1978.

[2] Dane_County Economic Profile, 1978.




C. Use of Consumer Price Index as_Inflation Proxy

Although space requirements have increased slightly,
rents have advanced steadily due to the practice of adjusting
base rents with the Consumer Price Index (CPI), Leases advance
from 50 to 100 percent of the annual change in the CPI,
landlords tend to prefer the CPI for Small Metro Areas 1in the
Northcentral States as presented in Exhibit II-5. The'past two
years of controlled inflation indicate an average annual change
in the CPI of U4 percent, and this 4 percent will be used in
estimating revenue increases as well as appreciation in land
costs and inflation of nonlabor or utility operating costs. In
short, rents can be expected to rise because of inflation
adjustments rather thén any ' sudden imbalance of demand in

excess of supply.

D. Inyestor Requirements

Not only demand/supply preséures from the standpoint of the
tenant must be considered, but the appraiser must also consider
demand on- the most probable buyers of warehouse properties.
Steel warehouses lack the glamour of office buildings or the
traditional appeal of apartment structures where over supply
and under supply influence property owners. Investors in
industrial warehouses have expected steady cash income in terms
of 9 to 11 percent on cash investment, conservative

loan-to-value ratios, and some tax shelter benefits. At one

10
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time, industrial buildings offered shorter, useful 1lives than
apartments and major buildings so that Straight-line
depreciation still provided 4 or 5 percent annual depreciation.
That investment advantage has been lost since all real
properties must use an 18 year useful 1life at minimum,
Moreover, in 1985-86, investors anticipate further loss in tax
shelter benefits to real estate so that cash dividends will
become more important as the major source of return, pushing
cash income requirements to 11 or 12 percent, Knowledgeable
investors continue to purchase warehouse properties because the
ratio of net‘income to the cost to acquire still represents a
favorable spread relative to available debt service constants.
The number of appropriate properties available for investment
in Madison is 1limited for lack of economic growth, the
equilibrium of lease/buy factors, and the convertibility of
owner-occupied buildings to storage as small businesses expire

in times of recession.

11




EXHIBIT 11-1
SUMMARY OF MARKET RENT
COMPARABLES FOR INDUSTRIAL
WAREHOUSE PROPERTIES IN
MADISON AREA

TOTAL SIZE RESPONSIBILITY
l TYPE OF YEAR OF LEASED NO. AND TYPE OF ANNUAL ANNUAL RENTAL FOR FAYMENT PROVISION SOR ANNUAL
LOCATION CONSTRUCTION BUILT SPACE OFFICE WAREHOUSE LOADING DOCKS RENT RATE/SF/YEAR UTILITIES OF R.Z. TAXES ADJUSTMENT OF RENT REMARKS
- wudwe ==
7 2009 S. Stoughton Rd. Steel { 25000 0 25000 10 ground level $68750 $2.75 tenant owner 4% with pass tnrough of Ross Menard, 12/.2/84
) ’ ; taxes above base year Has 10 showrcom/office distribution warehouses
Femrite Steel/Masonry 16230 0 16250 13—ground level 40560 2.50 ) tenant owner Mrs. Tom Cramer, owner's wife, 12/12/84
, 2823 Index Rd. Steel 10800 800 10000 3-ground level 29700 2.75-2.90 tenant owner 2.5 to 5 yr. lease, year 2-b5 rent John Pinger, leasing agent, 12/13/84
2-dock level increases to $2.90/sq.ft.; '
increase in r.e. tax is passed
through over base year
l ‘,,_ff'., 901 Watson Steel 1966 25000 3-dock level whsé-sZ.?o/quift./yr. tenant/owner tenant, wner Most are annrual leases, Vern Miller, leasing agent, 12/12/84
A of£<54.00/sq.£t./yr. owner-sewer /water negotiable each year
}'@j},ﬂ, 2402 Advance Rd. Steel 1983 10000 0 10000 l-ground level 24000 2.40 owner owner Lease term negotiable Mrs. Jean Stewart, owner, 12/13/84
l 73220 Cormercial Ave Masonry 7100 1300 5800 4-ground level 12000 1.69-2.03 tenant owner Second year increase to $14400 Delores Warren, Lakewood Realty:;
(asking) or $I.C3/SF Owner is listing bldg. for $133000,
18-24 mo. L.C., will take back
' a second mtg.; 12/12/84
56 Corry St. 9600 200 9400 14400 1.50 tenant tenant Only a two year lease Robert Keller, leasing agent, 12/13/84;
described as "junky"
1115 OnNexll Masonry/ 1965 13832 2766 11066 2-ground level 11880 71-19 owner owner Month to month lease Mrs.Jean Stewart, former owner, 12/84
Steel (for WHSE)
’ 4622 Femrite Bdrick/ 1964 17312 3000 14312 3—ground level 62400 3.60 ) tenant owner Al Bachmann, owner, 11/16/84
l o Steel 1970 Owner occupies 2300 SF
/{4 4609 Femrite Steel 1973 6000 1200 4800 l-ground level 13800 2.30 tenant tenant Month to month lease Robert Keller, former owner, 12/13/84
615 Mayfair Steel 1978 12150 0 12150 2-dock level 23085 1.90 tenant tenant Paul Easton, American Family Ins.,
l . tenant (now owner)
11,929 Watson Brick 1979 | 14684, 1598 13086 42526 2.91 tenant tenant Ten year lease with two-5 yr. John Pinger, leasing agent, 12/17/84
) - options with cost of living
. increase
12




EXHIBIT L1-2

LOCATION OF COMPARABLE RENTAL WAREHOUSE PROPERTIES
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2009 S. Stoughton Road
4625 Femrite Drive
2823 Index Road

901 Watson Avenue

2402 Advance Road

3220 Commercial Avenue
56 Corry Street

1115 Oneill Avenue
4622 Femrite Drive
4609 Femrite Drive
615 Mayfair Avenue
929 Watson Avenue
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EXHIBIT 11-3

SUMMARY OF COMPARABLE SALES
OF STEEL/MASONRY INDUSTRIAL
WAREHOUSES - MADISON AREA

1979 - 1984
____ APPROXIMATE T i
COMPAR- CASH PRICE GROSS OFFICE LAND/
ABLE NOMINAL CASH PER SF BUILDING AREA LAND BUILDING BUILDING YEAR ’
SALE NO. LOCATION ZONING SALE DATE SALE PRICE  SALE PRICE OF GBA AREA (GBA) TO GBA SIZE RATIO HEIGHT MECHANICALS BUILT GRANTOR/GRANTEE REMARKS
Gas heaters Now used for light manufacturing
1 1115 Oneill Ave M 06/27/84 $210,000 $200,000 $14.45 13,832 15% 43,914 3.17 <15 AC in office 1965 Stewart/Decker ‘ Single tenant at sale
Gas heaters 1964 & Steele et al, Inc. Small offices plus storage
2 4622 Femrite C3L 02/29/84 $325,000 $301,000 $17.38 17,312 20% 52,160 3.01 <15 AC in office .. . 1970 Bachman Bldg. Partnership Multi tenant
Gas heaters
3 4609 Femrite C3L 09/09/83 $125,500 $120,000 $20.00 6,000 20% 20,211 3.40 < 15¢ AC in office 1973 Keller/Bentley Single tenant at sale
4 615 Mayfair Ave M1 08/31/83 $198,000 $198,000 $16.30 12,150 0% 59,377 4,89 > 20! Gas heaters 1978 MREI¥/American Family Ins. Single tenant at sale
Unheated at Heat and office added after
5 3103 Watford Way M1 06/30/82 $220,000 $209,000 $14.94 14,000 10% 26,942 1.92 > 20! time of sale 1970 Daniels/Rasmussen purchase - Vacant at time of sale
. Gas heaters, AC in Face brick stucco office -
6 929 Watson Road M1 07/19/79 $345,000 $345,000 $23.50 14,684 11% 57,935 3.94 > 20! office, sprinklered 1979 Decker/Wieden Excellent condition - Single tenant
14
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EXHIBIT 11-3 (Continued)

PHOTOGRAPHS OF COMPARABLE SALES OF
INDUSTRIAL WAREHOUSES IN MADISON AREA
1979 - 1984

COMPARABLE SALE NO. 1
1115 Oneill Avenue

COMPARABLE SALE NO. 2
L4622 Femrite Drive

L)
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COMPARABLE SALE NO. 3

L609 Femrite Drive

4

COMPARABLE SALE NO.

615 Mayfair Avenue

16
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COMPARABLE SALE NO. 5
3103 Watford Way

COMPARABLE SALE NO. 6
929 Watson Road

17




N

N

Y
<
Q
A
< [ ]
3
o g
> ’ﬁ
e vgRSTY - %
WwERS!
. S
4 -
b iglz *
282 =
1] =
u§ 3
=
smgRL. Y BB

MENDOTA
TATE NOS

sarwei o a0td & -
(‘c, ATt : 3g70N ; 5
3 5
© sodurac? a H I
NDOTA 5 & °
ne 5%/ o
4-13-03 L7 ] j;’ 1, @4 URE L o ] .
’ 2 N
pieace AL & \; ;‘ i-" :
»” & .:' & .gu.:. 3 g
T G i |
& o SN \eevaer! eneve T
o : 2
< A s lul.l av %
LAKE sucxtve  ={sc |&
NG < s
: monona /%
H S
nias gus * E [ %)
< .[l- Sy, ,“,-l
> ™
3 L A 8§ 2 . 1 \’-’—
: \\\‘ 7 — bl (ast _smosvest
b - e = p"i‘ "%
S = v % : -
NG . -
» -“ e 4] g i 38190 p .. "y
ot
§ & 8, COMPARABLE SALES
E J
-
on 1 = 1115 Oneill Avenue
. s crme @ 2 - L622 Femrite Drive
- 3 - L4609 Femrite Drive
uisdopuite 8 4 - 615 Mayfair Avenue
WG 5 - 3103 Watford Way
N 6 - 929 Watson Road
1 B
|

EXHIBIT 11-4

LOCATION OF COMPARABLE SALES OF
IN THE MADISON AREA

-WAREHOUSES
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CHANGE IN CONSUMER PRICE INDEX (CPI)
PAST FIVE YEARS

SMALL METRO AREAS

NORTH CENTRAL STATES
FOR ALL URBAN CONSUMERS

DECEMBER 1977 = 100

e N ERCENT 1T TeeremNr 1 T
AS OF CHANGE 1 AS OF CHANGE ' AS OF
FEB INDEX IN INDEX ! JUNE INDEX IN INDEX ! 0oCT INDEX IN INDEX
1979 111.8 _N/A {— 1979 116.8 N/A | 1979 121.9 N/A ';2
1980 126.4 13.1% | 1980 131.9 12.9% ! 1980 135.1 10.8% T
i 1981 139.7 10.5 ] 1981 142.3 7.9 i 1981 145.9 8.0 e
w0 1982 149.1 6.7 i 1982 155.2 9.1 i 1982 155.9 6.9 -
1983 155.8 b5 P 1983 158.3 2.0 P 1983 161.1 3.3 ~
1984 162.5 4.3 1 1984 164.7 4.0 i 1984 167.2 3.8 —_
! ! o
, v -
CHANGE FROM OCTOBER OF PRECEDING YEAR TO
DECEMBER OF FOLLOWING YEAR
ssssszzzzszzszszssssssszssssszzszzssssssssssszssszasas ==
OoCT DEC CHANGE
1979 121.9 1980 136.6 12%
1980 135.1 1981 147 .4 9
1981 145.9 1982 156.2 7
1982 155.9 1983 161.6 3.7
1983 161.1 1984 ~ 168.0 ~ 4,2
1984 167.2 1985




ITI. APPRAISAL OF 2201 DARWIN ROAD

A. Site Description and Analysis

The subject property is located at 2201 Darwin Road and
consists of 0.9 acres or 39,043 square feet of land known as
Parcel 1 of Lot 1, Certified Survey Map 827, Volume 4, page 44,
Dane County, Wisconsin; a locational map is shown in Exhibit
III-1. The warehouse site is shielded from an old farmhouse to
the west by a hedge grove of brush and small trees., It slopes
downward from Darwin Road to the rear 1lot 1line, providing
adequate drainage of paved surfaces to the south and then to
the railway ditches to the east. The subject site shares a 60
foot wide apron onto Darwin Road with the property to the east
at 2223 Darwin Road and with the property to the south of the
rear lot line at 2955-57 Packers Avenue. The great majority of
the site has bituminous paving in fair condition.

Darwin Road runs east-west for little more than a block,
linking to International Drive on the east, close to the main
Madison air passenger terminal and air cargo facility. On the
west it links to Packers Avenue; a right turn on Packers Avenue
would provide trucks with a bypass route on Packers Avenue and

County Highway CV to Interstate 90-94 and Highway 51, an

important north-south state highway route. A left turn onto

Packers Avenue leads to a ten-minute connection on Highway 113

to Madison's east side and downtown business routes, as well as

20




EXHIBIT 111-1
LOCATION OF 2201 DARWIN ROAD WAREHOUSE PROPERTY ' N
gy L_ . _ Burke | Township :

anwishict

SuNEER L

.
CLARATIO ‘,9
%

[

<
-
4

MancEY T

X LILLIAN
o*

a

3 uYATLE [ X /‘ 3 - D - H Al 2
- = e L : iff g=rir :
bl N X ® 3 3l 4 ‘l ||
o 3
/ woamo 3 ;sv c ( ~ * p " “ev 30 seavice s 34
MERCIA : B av_ |} o 30 T 7 -
N A EE AT EEL Tl [= BERERN =
S ¢ R 1]
‘9*‘ ¢ ME TRAS "’l\ & i g H H - J““? o .
* " ; i i A.", 200 [nowrsen
riei 0 s/ \U . N | /' it " ”,’».uuun =
2% =73 . gx 714 _ ¥ weriran ; ,, I8
1 o - 71 k ceiciian
LB % YW e = 51 N PR WG "‘é‘“— ni-‘- o3 6
- “ qe"c AIUNTT r - “E fw g Y s 3 PN
& R s W E - '3~ R Ve T "2 MILWAUKE ¢
Y L?. § “ 3l 2 R A AT ) "I‘ A f:q s
N brak | &) AR ] L 2 A" hpiron Vs A 5 - & <
£ '\ . ——=NR\ : A%, . i=
{: g S '-i““'l‘j'!" LR . t_.“w::“” s > . Pl A g = ...:....l.:u-
I J (1] LA ol ety
Y &) \J L ot iy gy
“c"v‘ A 843 0RO vi i "'" 4 wests LA “'IE Wi ) 1 ”.m ! 9“ ‘i..:‘ ‘:
it i s b o B ] Lol B
st LAl 2 ROBERTHON rumouont_fua glaste  §
4 v 2@ L4
—“:.?-ﬁ“ . - el I
LOCATION OF e \ b T T A=
SUBJECT PROPERTIES SRR\ T 59 L o=
< & 2 ‘;NM !- 3 § > - 2 stves
NG & ACHOR _OR 500, ,uetq ¢! N . R
B4 Z (1Y) 5> 1L H
] 220‘ Dam‘n Road P& e 2 4 :f-' -1 v,r' 3 eyt 2 € |y ’
stu . .
2 2223 Darwin Road ) B ) Y2 R I [ e PR I e
A 9 s vl -
-4 625 Mayfair Avenue R YAV A A
N\ "\ 3 ® ITAGE | GROVE £ RO
5 2955-57 Packers Avenue N  \ 5 s 88 ——
P*" 14 3 Q
ol v ] - -t




the Highway 30 connecter to Milwaukee. In short, the warehouse
is well located for those tenants who require convenient access
to the state hinterland.

The property is =zoned M1 (see Appendix E for permitted
uses) and subject to half an easement on the east lot 1line to
the benefit of a warehouse property facing 2955 Packers Avenue.
The building is located to the far south end of the 1lot and
currently features a loading dock which requires use of the
adjacent property, currently owned by the same owner of the
subject property. However, to consider sale of the property as
a separate unit, borders of the site would have to be respected
and the individual garage door/loading dock accessible to the
south would have to be relocated to the eastern edge of the
building and a sidewalk ramp for wheelchair access would be
reverséd to slope downward to the north to serve both existing
entrances., The site is served by City of Madison water, sewer,
gas, police, and fire. (See Exhibit III-2 for site plan and
zoning map.)

B. Building Description and Analysis

(See Exhibit III-3 for photographs of subject property)

Improvements to the above site consist of an engineered
steel warehouse, built in 1977, which is 80 feet wide, with a
center ridge beam and columns down the center of its 175 foot

east-west length, or 14,000 square feet of gross building area

22
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(GBA), Light steel I-beam construction for wall and ceiling
purlines are welded to construction grade I-beam structural
bents. Steel siding has 1-1/2 inch fiberglass batts with
reflective aluminum surface, and interior walls are lined with
enameled steel to a height of 7 feet. The 14,000 square foot
building has a clear stacking area to an average height of 15
feet, and is allocated to three tenants. The west end of the
building which measures 100 feet in length and 80 feet in depth
totalling 8,000 square feet, is leased to Delta Storage; the
eastern 6,000 square feet is divided at the ridge line into two
3,000 square foot wunits. The demising walls, provided by the
landlord, are one hour rated dry wall on wood stud to the roof
beams. All sections are sprinklered with pipes on structural
bents to avoid conflicts with stacked pallets and to direct
water onto partitions.

The southeast quadrant is 1leased to a wine wholesaler,
Amboise Cellars, and the northeast quadrant 1is 1leased to a
trucking company, Murphy Motor Freight Lines, Inc. Each tenant
has small enclosed office spaces with dropped ceilings and
electric baseboard heating. Amboise Cellars provided their
own office improvements and Murphy Motor Freight Lines, Inc.,
is amortizing the cost of the office improvements and extra
dock doors over the term of their five-year lease. Each

quadrant is heated by a gas-fired radiant heating trough hung

25




from the ceiling to a height of approximately 12 feet above the
floor; the radiant heating is augmentéd for Murphy and Delta by
gas fired space heaters. Murphy Motors has provided a window
air conditioning unit for office space, The 1landlord has
provided a small half bath with toilet, wash bowl, and hot
water heater for each tenant. A drinking fountain-chiller is
wall hung in each 1leased space. Each tenantiis separately
metered for gas and electricity and pays their pro rata share
for water and sewer. Storage of agricultural chemicals in the
Delta Storage section has required improved ventilation fans
and exhaust systems in the two smaller sections of the
building.

A loading dock door will need to be installed on the east
wall of Amboise Cellar to make this space accessible to trucks
within the property 1line. As noted in the site description,
currently there is a ramp providing handicap access on the east
end of the building sloping south, which would need to be
rebuilt sloping north, if it is to continue to serve access
doors to Murphy's and Amboise Cellar. A cost allowance of
$2,000 to perform these adjustments will be applied to market
value ofL the property as is. (See Exhibit III-2 for sketch of

building layout.)
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EXHIEBIRSIES

PHOTOGRAPHS OF SUBJECT PROPERTY
AT 2201 DARWIN ROAD

North side of 2201 Darwin Road with docks for Murphy Motor
Freight at east end and Delta Storage at west end of warehouse.
Note rail for handicapped ramp attached to east wall.

Interior of Amboise Cellars' space at
2201 Darwin Road. Note interior finish,
sprinklers and lighting.

27
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Northeast corner of Murphy Motor Freight Lines
at 2201 Darwin Road. Note insulation,
wall finish, and dock doors.

Interior of space leased by Delta Storage
at 2201 Darwin Road for storage of agricultural
chemicals. Note sprinklers, radiant heating and interior finish.

28




C. Lease Description and Analysis
The subject property is currently leased and occupied by
three tenants, Delta Storage, a warehousing operation, Murphy

Motors, a trucking/transfer operation, and Amboise Cellars, a

wine wholesaler, Their leases are summarized in Exhibit III-4.
It should be noted that the standard lease form used by MREIF
has been customized fér each tenant. For purposes of valuation,
the appraiser has taken contract rents to be the basis for
appraisal to the end of the existing 1lease term and then
modified the rents to anticipated market rents at the time of
renewal, as demonstrated in proforma forecasts and footnotes in
Exhibit III-5. Key factors to be noted are:

1. Amboise Cellars of Wisconsin pays a market base
rent of $2.50 per square foot of GBA as of 1984,
but the rent is subject to an annual adjustment
based upon the change in the CPI, As of January 1,
1985, the rent is assumed to increase by 4 percent
to $2.60 per square foot. (See Exhibit II-5 for
CPI changes.)

2. Murphy Motors' rent of $5 per square foot of GBA
includes a base rental rate of $2.50 per square
foot of GBA and $2.50 per square foot of GBA to
amortize tenant improvements, which include multi-

dock doors and office areas, over the five-year

29
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ADDRESS:

ZONING:
LAND AREA:

BUILDING
CONSTRUCTION TYPE:

TYPE OF HEATING:

YEAR BUILT:
BUILDING SIZE:

LAND/BUILDING RATIO:

- ——— - - - - -
st

EXHIBIT III-4
SUBJECT PROPERTY DATA

2201 Darwin Road
M1

39,053 square feet, or 0.90 acres

Pre-engineered steel

Gas-fired radiant heating trough and gas-fired
suspended heaters with electric baseboard in office
area.

1977

Warehouse: 13,400 SF

Offices: 600 (Estimated from blueprints)
TOTAL 14,000 SF

2:79
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TENANT DATA - CURRENT LEASES

LESSEE NO. 1

SQUARE FEET LEASED:
LEASE TERM:

1084 ANNUAL RENT:

1984 ANNUAL
RENT/SQUARE FOOT:

ESCALATOR IN LEASE:

EXPENSES
UTILITIES:

INSURANCE :

Delta Storage
8,000

$14,796

$1.85

Annual renewal of lease

Tenant pays all water, sewer, gas, electricity,
air conditioning, and power and any other utility
services.

Lessor procures and maintains fire and extended
insurance for not less than 80 percent of insurable
value and a loss of rental policy. Premiums for fire
insurance and extended coverage are reimbursed by the
tenant. Tenant carries and pays premiums for public

30




REPAIRS AND MAINTENANCE:

REAL ESTATE TAXES:

EXHIBIT 111-4 (Continued)

Tenant shall maintain, replace, and keep demised
premises in good repair at its own expense.

Tenant pays pro rate of all real estate taxes.

LESSEE NO. 2:

SQUARE FEET LEASED:
LEASE TERM:

PRESENT ANNUAL RENT:

PRESENT ANNUAL
RENT/SQUARE FOOT:

ESCALATOR:

EXPENSES
UTILITIES:

INSURANCE :

REPAIRS AND MAINTENANCE:

REAL ESTATE TAXES:

Murphy Motors

3,000

Five years from July 1, 1983, to June 30, 1988
$15,000

$5.00—Includes $2.50 per square foot for leased space
and $2.50 per square foot to amortize tenant
improvements, provided by the landlord, over the
five-year lease term.

None

Tenant pays all water, sewer, gas, electricity,
air conditioning, and power and any other utility
services.

Lessor procures and maintains fire and extended
insurance for not less than 80 percent of insurable
value and a loss of rental policy. Tenant carries and
pays premiums for public liability insurance.

Tenant shall maintain, replace, and keep demised
premises in good repair at its own expense.

Tenant pays increase in real estate taxes over base
year of 1982, payable in 1983.

LESSEE NO. 3:
SQUARE FEET LEASED:
LEASE TERM:

PRESENT ANNUAL RENT:

PRESENT ANNUAL
RENT/SQUARE FOOT:

Amboise Cellar
3,000

Three years from December 1, 1983,
to November 30, 1986.

$7,500 (November 1984)

$2.50 (November 1984)
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ESCALATOR:

EXPENSES
UTILITIES:

INSURANCE :

REPAIRS AND MAINTENANCE:

REAL ESTATE TAXES:

1983 REVENUE:
1983 EXPENSES:

Utilities

Repairs and
Maintenance

Real Estate Taxes

Management Fees

Leasing Fees

Insurance

1983 NET OPERATING INCOME

 EXHIBIT I11-4 (Continued)

Based on change in CPI, but not to exceed 6 percent
annual increase,

Tenant pays all water, sewer, gas, electricity,
air conditioning, and power and any other utility
services.,

Lessor procures and maintains fire and extended
insurance for not less than 80 percent of insurable
value and a loss of rental policy. Tenant annually
reimburses landlord prorata for normal fire and
extended coverage insurance premiums. Tenant carries
and pays preamiums for public liability insurance.

Tenant shall maihtain, replace, and keep the demised
premises in good repair at its own expense.

Lessor pays annual bill., No pass through to tenant.

AS REPORTED BY MREIF
2201 DARWIN ROAD

$39,081
$ 193
1,040
1,95
1,527
261

$10,039

$29,042

- ——— ——
——mamaas
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lease. The rent will be set at market rate of

$3.15 per square foot when the lease terminates on

June 30, 1988.

3. Delta Storage Company pays a triple net rent of

$1.85 per square foot of GBA which is estimated to

be slightly below current market rént. On the

first renewal date of April 1, 1985, the lease will

be renegotiated with a pass through of real estate

tax increases after the base year of 1984 and

reimbursement of fire and extended coverage

premiums for a market rent of $2.70 per square foot

of GBA. Market rent is assumed to be $2.60 per

square foot of GBA as of January 1, 1985, with a &

percent escalator as of April 1, 1985.

D. Operating Expenses, Reimbursementis,
‘ and_Appraisal_ Assumptions
For the landlord the basic expenses are real estate taxes,

insurance, leasing expenses, management fees, and long-term
structural maintenance of the paved parking surfaces and
exterior and structural frame of the building. There are minor
utility costs for vacancy periods. Although current leases vary
as to tenant reimbursements, as previously noted, it is assumed
that tenant leases which are open for renegotiation will

eventually move toward a net lease basis where the tenant pays
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increases from the base year in real estate taxes and insurance
while continuing to pay separately metered electric, gas,
sewer, and janitorial costs. Landlord maintenance includes snow
plowing of parking iot while tenants shovel walks and entry
steps. For purposes of valuation, the transition from custom
leasing to a standardized 1leasing format is detailed in the
footnotes to Exhibit III-5, the five-year pro forma for the

subject property.

E. Financing Description and Analysis

Existing financing on the subject property is nonassumable
according to the mortgage note to the Wisconsin Life Insurance
Company. Therefore, any purchaser would have to acquire new
financing, and current terms available for this type of
property would require an interest rate of 13.25 percent on a
loan Vamortized over a 25-year term, but ballooning in seven
years., Cost to originate would not exceed one percent of the
loan and the maximum balance would be determined by a debt
cover ratio (DCR) of approximately 1.3 based on first year
normalized net income. These terms are currently quoted by Mr.
Donsing at American Family Life Insurance Company in Madison,
Wisconsin, However, 1in the case of 2201 Darwin Road, rents
remaining under the existing lease to Murphy Motors Freight

Company exaggerate long-term capacity to carry mortgage debt

.due to amortization of tenant improvements., Therefore, a new
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WAREHOUSE AT 2201 DARWIN ROAD
SCHEDULE OF REVENUES AND EXPENSES FROM JANUARY 1, 1985, THROUGH DECEMBER 31, 1989
GBA 1985
LEASED BASE
(SF) RENT 1985 1986 1987 1988 1989
REVENUES
Potential Gross Rent
Amboise Cellars of Wisconsin, Inc. [1] 3,000 2.60 7,800 8,112 8,436 8,774 9,125
Murphy Motor Freight Lines, Inc. [2] 3,000 2.50 7,500 7,500 7,500 8,475 9,840
Murphy Motor Freight Lines, Inc. [3] 2.50 7,500 7,500 7,500 3,750 0
Delta Storage, Inc. [4] __8,000 2.70 ~19,900 22,260 _23,140 _24,080 25,040
Subtotal 14,000 $42,700 $45,372 $46,576 $45,079 $44,005
: m
>
] T .
Reimbursables @
W Real Estate Taxes [5] . 894 288 305 411 436 =
Insurance [6] : ____660 ___._6871 714 8uy __.-983 —
Total Potential Gross Revenue $u4,254 $46,347 $47,595 $46,334 $45,424 n
un
Less: Vacancy € 3.6%9 [1 (1,593) (1,668) (1,713) (1,668) (1,635)
EFFECTIVE GROSS REVENUE ‘ $42,661 $44,679 $u45,882 $44,666 $43,789
EXPENSES
Utilities [8] 208 216 225 234 243
Repairs and Maintenance [9] © 1,400 1,512 1,632 1,764 1,905
Management [10] 2,133 2,234 2,294 2,233 2,189
Leasing Fee [11] 1,706 1,787 1,835 1,787 1,752
Insurance [12] ____8u0 8714 909 a5 ____983
Subtotal: Expenses Before Real Estate Taxes " $ 6,287 $ 6,623 $ 6,895 $ 6,963 $ 7,072
Real Estate Taxes [13] __6,103 __6,470 6,838 _-1,269 _-1,708
Total Expenses ‘ $12,390 $13,093 $13,753 $14,232 $14,777
NET OPERATING INCOME $30,271 $31,586 $32,129 $30,434 $29,012
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EXHIBIT I11-5 (Continued)

2201 DARWIN ROAD
FOOTNOTES TO SCHEDULE OF REVENUES AND EXPENSES

Amboise Cellars of Wisconsin, Inc.'s three-year lease
began December 1, 1983, with a base rent of $2.50 per
square foot with annual increases to be based upon
changes in the CPI from October to December of the
following year. The increase in the CPI of approximately
4 percent from October 1983 to December 1984 results in a
base rent of $2.60 per square foot for December 1, 1984,
An annual increase of 4 percent is used for each
succeeding year, Office space was provided by the tenant.

Murphy Motor Freight Lines, Inc.'s five-year lease began
July 1, 1983, at a fixed annual rate of $15,000, or

$5 per square foot, One half of the rent included the
amortization of improvements provided by the lessor upon
occupancy; the improvements included five docks with
bumpers and two offices. The base rent of $2.50 per
square foot remains constant through July 30, 1988, It
is assumed the market rent in 1985 would have been $2.75
per square foot given the preferred location of the
loading docks compared to the Amboise Cellars portion of
the warehouse renting for $2.60 per square foot as of
January 1, 1985. Therefore, in 3.5 years, when the
existing lease expires, the rent would be renegotiated
based upon a $2.75 per square foot market rent in 19855
with a 4 percent increase per year, or ($2.75 X 1.042° )
$3.15 per square foot rent in 1988. 1In 1988 the rent
would be fixed at $3,750, or one-half of $7,500 from
January 1, 1988, to June 30, 1988, and would be increased
to one-half (3,000 SF x $3.15), or $4,725 for a total
1988 rent of $8,475. In 1989 the rent would be $3.15 per

‘square foot times 1.04, or $3.28 per square foot, or

$9,840.

Delta Storage has a year-to-year lease commencing onh
April 1 to March 31 of the following year at a contract
rate of $1.85 per square foot. Given the preferred
location of the loading docks, but discounted for the
larger amount of space leased by Delta Storage, the
market rent as of January 1, 1985, is $2.60 per square
foot. The rent is increased to $2.70 per square foot as




(5]

EXHIBIT 111-5 (Continued)

of April 1, 1985, to March 31, 1986, and increases
annually 4 percent thereafter.

Projected revenues for Delta Storages' 8,000 square feet
are as follows: ’

- - o o ————— -~ — - S S - " - S " " S - — - = s wr =S m T TEIT
P T T LT L T L L L o S N S s r r e r e s r e e r r e T S e c S — S m S S ————

BASIS FOR RENTAL APPRATISAL
RENTAL RATE DATE RATE REVENUE - REVENUES
Current lease  1/1/8 - 3/31/8  $1.85 $ 3,700

Market rate u/1/85 - 12/31/85 $2.70 16,200

1985 REVENUE $19,900
New lease rate 1/1/8 - 3/31/8  $2.70 $ 5,400

4% increase 4/1/86 - 12/31/786 $2.81 16,860

1986 REVENUE $22,260
Indexed rate 1/1/87 - 3/31/87  $2.81 $ 5,620

4% increase 4/1/87 - 12/31/87 $2.92 17,520

1987 REVENUE $23, 140
Indexed rate 1/1/88 - 3/31/88  $2.92 $ 5,840

4% increase 4/1/88 - 12/31/88 $3.04 18,240

1988 REVENUE $2u4,080
Indexed rate 1/1/89 - 3/31/89  $3.04 $ 6,080

4% increase 4/1/89 - 12/31/89 $3.16 18,960

1989 REVENUE $25,040

Based upon the current lease which ends on March 31,
1985, Delta Storage pays for all real estate taxes
prorated on the amount of space leased. The real estate
taxes due in 1985, based upon 1984 assessments of
$240,000, mill rate of 0.0254305, and 57.143 percent of
the space is $3,487. But it is assumed that a buyer
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EXHIBIT 111-5 (Continued)

would renegotiate the lease as of April 1, 1985, with
market rent at $2.70 and the tenant paying only increases
in real estate taxes with 1984 as the base year.
Therefore Delta Storage would reimburse only 25 percent
of the total prorated tax bill, or $872 in 1985. Murphy
Motors pays increases in the real estate tax over the
1982 real estate taxes payable in 1983, The increase
from 1983 to 1984 and payable in 1985 is $103., Murphy's
prorated share of increase is 21.43 percent, or $22.
Amboise Cellars does not pay any of the real estate tax
or increases in real estate taxes. After 1985 increases
in real estate taxes are paid in additional rent by Delta
- Storage and Murphy Motor Freight which together rent
78.57 percent of the space. In 1987 after the
termination of the Amboise Cellar lease, it is assumed
the tenant will pay his prorated share of increases in
the real estate tax, payable in 1988. The estimate of
real estate tax reimbursables are as follows:

——— - - - — S - - - T e W S G S W S W S e . .

- — - - —- T > T -
T T L L L L L T R N E E E E m e e v o o 0 o o o = 0 o e o s o e o e 0 b b o o e

o o e e o o o o o e o o o e e e - —

TAX INCREASE INCREASE OR
TOTAL FROM DELTA MURPHY AMBOISE TAX DUE

YEAR TAXES PREV IOUS SHARE SHARE SHARE i

PAYABLE  DUE YEAR 57.143% 21.43% 21.43% REIMBURSABLE
1985 $6,103 $103 $872 - $22 0 $895
1986 6,470 367 210 78 0 288
1987 6,858 388 222 88 0 305
1988 7,269 411 235 88 $88 411
1989 7,705 436 250 93 93 436

[6] Only Delta Storage and Amboise Cellars pay, as additional
rent, property insurance premiums. When Murphy Motor
Freight Lines renegotiates its lease on July 1, 1988, it
is assumed the insurance premiums will be included as
additional rent. Insurance premiums increase at 4 percent
per year. The insurance premium reimbursements are as
follows:
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EXHIBIT 111-5 (Continued)

TOTAL
AMOUNT OF DELTA MURPHY AMBOISE TOTAL
YEAR INSURANCE SHARE SHARE SHARE REIM-
PAYABLE PREMIUMS 57 .143% 21.43% 21.43% BURSABLES
1985 $840 $480 0 $180 $660
1986 874 500 0 187 687
1987 909 519 0 195 714
1988 945 540 $101 203 84y
1989 983 562 211 210 983

[7] It is assumed that 6,000 square feet will be vacant every
three years for three months; the vacancy loss each year
is 3.6 percent of potential gross. (6,000/3 years/14,000
x 3/12 = 3.6 percent)

[8] The lessor pays utility charges for outside lighting and
to heat building when vacant., Utilities are assumed to
increase at 4 percent per year.

[9] Repairs and maintenance are assumed to be $0.10 per
square foot and increase at 8 percent per year.

[10] Management fees are 5 percent of effective gross revenue.
[11] Leasing fees are 4 percent of effective gross revenue.

[12] 1Insurance is assumed to be $0.06 per square foot and the
premiums are passed through to the tenants as additional
rent as described in footnote number 6. Insurance
premiums increase 4 percent annually.

[13] Real estate taxes are based upon the 1984 assessment of
$240,000 and 1984 mill rate of 0.0254305 and are assumed
to increase at 6 percent per year. The increases are
passed through to the tenants the following year as
additional rent as described in footnote number 5.
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mortgage has been sized by the DCR to rental income anticipated
in year five.
F. Capital Budget Assumptions for
Discounted Cash Flow Approach_to Value
The income approach, wusing the discounted cash flow
methodology, is detailed 1in Appendix A. Essential parameters
for discounted cash flow valuation beyond revenues, expenses,
and financing are the value assigned to vacant land, reserves
for replacement, equity dividend required by investors, tax
depreciation limits, and a formula for anticipated resale price
at the end of an assumed projection period. The appraiser has
chosen to utilize a five-year projection period. The following
values have been assigned to these capital budget assumptions:
1. Although land value cannot be considered separate
from total value, for purposes of income tax
treatment the subject parcel has a market supported
value of $1.10 per square foot which, multiplied
times its area of 39,053 square feet, suggests a
land value of approximately $43,000. |
2. ReServes from replacement of capital items in the
future have been set at 2 percent of cash throw off
available for distribution, and these reserves have
been segregated to a sinking fund for reinvestment

at a 9 percent tax exempt rate, The accumulated




reserve is included as part of the net worth
realized on resale of the property, but does reduce
cash available for distribution as an equity
dividend to the buyer.

The equity dividend rate required in the first year
of the investment by the most probable buyers 1is
11.25 percent, equivalent to a tax exempt rate
because of available depreciation shelter, but the
dividend is anticipated to increase with time,
Typically, equity dividends are about 200 basis
points below interest rates because the equity
investor enjoys the benefit of 1loan amortization,
tax shelter, and property appreciation in addition
to dividends.

Tax shelter for property income 1is Dbased on
straight;line depreciation of 100 percent of the
value of the building improvements over a term of
18 years, assuming the most probable buyer is in a
40 percent marginal income tax bracket, either as a
small corporation or as a sophisticated individual
investor already enjoying some degree of tax
shelter investment income.

The final source of return to the most probable

buyer is the increased net worth realized upon sale

L



of the property at the end of a proposed five-year
investment period, To estimate that value, the
appraiser has chosen to multiply net operating
income in the fifth year by a factor of 8.3333, a
computation comparable to capitalizatiqn at a
factor of 0.1200, a ratio of income to )price for
Madison industrial ©properties that is reasonably
constant, unless there are severe upsets to
financial markets, and the income tax law in the
interim.

Each of the above items define the wultimate cash
throw off to the investor from all sources. These
must be discounted at a minimum threshold rate of
return from all sources’of 16 percent after taxes
to justify the business and financial risks
incurred. This is the minimum equity rate
currently reported as typical of managed real
estate funds and used as a purchasing benchmark by
Madison investofs in a stable investment industrial
building market. The present value of all benefits
to the equity position discounted at 16 percent, if
held for five years and'sold at the assumed price

when added to the original mortgage balance, equals




the market value of the subject property using the

income approach,

G. Discounted Cash Flow Value Conclusion

The assumptions used in the discounted cash flow model are
found in Exhibit III-6. The discounted after tax value of the
subject property, if held for five years, is $221,751, or
$222,000 rounded, using a minimum 16 percent discount factor
for all the benefits to the equity position, (See Exhibit
III-7, line 39.) If the property were purchased at this price,
the investor would enjoy a conservative risk position reflected
by: (1) a cash breakeven ratio or default point as shown in
Exhibit III-7, line 42, of less than 82 percent,’(2) a payback
of 63 percent of the initial equity investment of $60,000 by
the end of the fifth year prior to resale, and (3) cash
dividends of 11 percent or better each year.

The discounted after tax value of $222,000 is supported Dby
the more simplistic back door method used to solve for the
justified investment or initial cost, using the net operating
income in year five and the financing and investment parameters
previously described, but excluding tax shelter benefits., As
indicated in Exhibiﬁ III-7, Report Section 1, the justified
investment or initial cost suggested is $221,692 of which
initial cash equity is $59,511, or $60,000 rounded, with an

original mortgage balance of $162,180, or $162,000 rounded.
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Therefore, the value conclusion from the income approach of
$222,000, adjusted for the $2,000 cost to cure entrances to
Amboise Cellars section of the warehouse is $220,000, or $15.71
per square foot of GBA.

H. Mgnke&-ggmpari§9n_Apgngggh
Application and Conclusions

A market comparison methodology using gross building square
footage and price per square foot is detailed 1in Appendix B.
As noted in the Madison market analysis in Section II, most
transactions for general purpose steel buildings occur on the
south and southeast side of Madison to hduse local commercial
operations. As a result, there are a limited number of
dikectly comparable warehouse sales 1in the vicinity of the
Madison airport.

Six comparable sales were selected from the array provided

in Appendix D, specifically these engineered steel buildings:

COMPARABLE CASH PRICE/
SALE NO. ADDRESS SF OF GBA

1 1115 Oneill Avenue $14.45

2 4622 Femrite Drive $17.38

3 4607 Femrite Drive $20.00

4 615 Mayfair Road $16.30

5 3103 Watford Way $14,94

(unheated)
6 929 Watson Avenue $23.50
Ly
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EXHIBIT 111-7

COMPUTER OUTPUT OF
DISCOUNTED CASH FLOW ANALYSIS

PRO FORMHMA
IHVESTHENT ANALYSIS OF
2201 DARWIW RD.

FOR

e 4
b=
™m
=t
-

FORT SECTION HUMEER 1 Fage 1

GROSS RENT t 45991, + RATE OF GROWTH OF GROSS RENT 0.00790
EXFENSES $ 4768, * RATE OF GROWTH OF EXFENSES 0.0300
RE TAXES i 5881 + RATE OF GROWTH OF R £ TAXES 0.0600
LNCOME TAX RATE $.4900 FROJECT VALUE GROUWTH TYPE 2.G000
VACAHCY RATE G.0340 UORKIHG CAPITAL LOAH RATE - 0.1400
EQUITY DISCOUHT 0.18600 EXTRAGROINARY EXFENSES $ U
RESaLE COST §5.0400 REIMVESTRENT RATE 0.0700
WKG CaFITAL RS3 O CAPITAL RESER IMTEREST RATE  0.9740
IHVESTOR TAX CLASS g OGUMERSHIF FORH 1

IHITIAL COST 3 221692, INITIAL EQUITY REQUIRED RS v E O I

ALL “#7 VALUES ARE AVERAGE AMOUNTS FOR HOLDIHG PERIOD. OF 3 YHS.
INITIAL COST DERIVED THROUGH BACHDOOR TYFE 3 USING 1 [GAGES
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EXHIBIT I11-7 (Continued)
PRO FORMA
INVESTHENT 4NALYSIS OF
2201 DARWIN RD.
] ' FOR
MREILF
' CREFPODRT SECTION NUMEER 3 FAGE 1
l CASH FLOW ANALYSIS
“ zzzzzzzzss=sz=Isss 1985 1984 1987 1988
1 B 1 GRDSS RENT 14254, 46347.  47595. 46334,
_ 2 LESS VACANCT 1593, 1658 1713, 15668,
3 LESS REAL ESTAE TAXES 4103, 5469, 4857, 7267,
4 LESS EXPENSES s287. 6623, 6895. 6943,
a 5 HET INCOME 10271, 31588 32129, 30434,
4 LESS DEFRECIATION 9927, 99037, 9927. 9927,
7 LESS INTEREST #nT5 1437, 21313, 21171, 21010,
' g TAXABLE INMCOME -1973. 344, 1031, -503,
] LUS DEFRECIATION 9927, 9927, 9927,
10 LESS PRINCIFAL FHIS 880. 1004, 1145, 1307,
11 CASH THROW-OFF 7954, 9270. 7813. g118.
l 12 LESS INCOME TAXES 0 138, 412,
13 LESS RESERVES 157, 183, 188. 162.
14 CASH FROM OFERATIUHS 7795, §949. 9212, 7955,
' 15 WORKING CAFITAL LOAWN g, 0. 0.
14 DISTRIBUTABLE CASH AFTER TAX 8949 g212. 7955,
17 Thi SAVINGS UH OTHER INCOHE 337, 201,
' 16 SFEMDABLE CASH AFTER TAXES 8232, 874y gaiz 8158,
' AGREET YALUE § REVERSION
CASH FLOW ANALYSIS
' mozsEEITESISERISER 1985 1986 1987 1988
19 END OF YEAR MARKET VALUE - 1989
24 LESS RESALE COST 10090, 10529 G710, 10144,
l 21 LESS LOAN BALANCES 161300, 1602946. 199151, 157845,
22 FLUS CUM. CASH RESERVES 159, 356. 576. 790.
73 EBEFORE TAX NET WORTH 81025,  92749. 98458, 84418,
24 CAPITAL GAIN (IF SOLID 10401, 50853. 465123, 414%0,
l 25 CAFPITAL GAINS TAX 3844, 8134, 10420, ?838.
26 MINIMUM PREF. TaX 0. 0. 0. 0.
27 INCOHE TAX OM EXCESS DEF. 0. 0. 0. .
' 28 TOTAL TAX OM SALE 4844, B136. 10420, 7834,
: 29  AFTER TAX MNET WORTH 76160, B4413. BBOIB. 76380,
| »




EXHIBIT 111-7 (Continued)

2201 Darwin Road

BEFORE TAX RATIOD ANALYSIS

TS SIS CSITRITIRERTT 1?8‘;‘; 178&
30 RETURMN ONM HET UORTH B/4 TAX 0.4752 G.29%1
31 [CHAMGE IN NET UDRTH B/4 TAX 215913, 11723,
32 QORIG EQUITY CASH RTHB/4 TAX 0.1337 $.1558
33 OURIG EGUITY FATBACK B/4 TAX §.1337 0.28%4
34 B/4 TAX FRESEHT VALUE 238886, 244854,
AFTER TAY RATIO AMALYSIS
CASH FLOW ANALYSIS
TEEZCSCEESSCSTSoOIESS 1985 19864
35 RETURN ON MNET WORTH AFR TAX 0.4181 3.2283
14 CHANGE IN NET WORTH AFR TaAX 16649, B452.
37 ORIG EQUITY CASH RTHAFR TAX §.1383 0.1504
* 3§ ORIG EQUITY PaYBACK AFR TaAX 0.1383 0.2887
* 37 AFTER TAX FRESENT ValUE 234933, 2388038
CASH FLOU AMALYSIS
S CETTOSESSOREIISSE 1285 ;;‘55
40 HET [HCOME-HARKET VALUE RIC 0.12949 G.1200
41 LENDER BONUS [HTEREST RATE 5.0000 G. 0000
* 42 DEFAULT RATIOD D.7843 G./8640
L8
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1987
0.1494
3425,
G.1548
0.4435
238232,

1588
-(.0398
-12040.
0.1364
9.5907
234424,

1988
-0.0373
-11438.
L1371
5806
8639,

o
)
U

‘3
4

l’ J

1988

G RETH]

G.120
34,0000
¢./888

g

1798
-0.0346
-75683.
0.1123
6.7032
225418,

1989
-§.0286
-9451.
0.1229
9.7025
221751,

1989
3.1200
0.0000
¢.8146




EXHIBIT 111-7

(Continued)

FOR
ARELF
REPOKRT SECTIODH HUH®REER 2
COMFONENT S5 URAA
TITLE FCT. BEGIN USEFUL  DEPR
EFR USE  LIFE ®ETHUD
LAND .00 d 0. t
BUILDIING .00 1 15. 2
HMOURTGAGE SURRMA
TITLE INTR BEGIN END TERR
RaTE YR. YR
HORTGAGE G.1323 1 7 25 3

FAGE 1
R Y
COST 5L
5 43000,
s 178891, 0
ROY
ORIG  PCT
BALC  VALUE
182180, 0.732




EXHIBIT 111-7 (Continued)

2201 Darwin Road

REFPORT SECTION NUMEBERK g FAGE 1

DEFRECIATION SCHEDULE FOR BUILDING

INITIAL COST 1786%2.
DEFRECIATION METHOD 2 FERCENT DEFRECIABLE 1.090
USEFUL LIFE 18. BEGIMHING YEAKR i

AMNUAL  CURULATIVE CUMULATIVE

H beR. STR. LIMNE  ACCELERATED EXCESS
1 9937, 7937, O g.
2 9927, 19855, 0. 0.
3 9737, 29782, 0. g.
4 §7237. 39709, 0. ¢,
5 9927, 49637, 0. G,
REFPORT SECTION HUH®EER B FAGE 1

HORTGAGE AMORTIZATION SCHEDULE FURYﬂURiﬁﬁGE

HORTGAGE anQUNT &2180. TERRA 23
INTEREST RATE 0.1335 HORTGAGE FALTOR §.0174670
FERIOD PAYHENT 1859.72 FAYHENTS PER YEAR 12
BONUS INTEREST G.0000 TY{FE o GREATER THAH 0.
ANNUAL  IMTEREST FRINCIFAL BONUS INT

YR PAYHENT FPAYHENT FAYMENT BALANCE FATHENT

1 22317, 21437, 880. 161300, 0.

3237, 21313, 1004, 1580296, 0.

3 22317, 21171, 1145, 1391391, U

4 22317, 21010, 1307. 1578435, 9.

5 22317, 23826, 1491, 1563354, 7.
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EXHIBIT 111-7 (Continued)

MRCAP COMPUTER INPUT FILE

Uis HREIFA.T

DAKWIN RD., HREIF
1,1.0,5,14000
,1.3,.1125,5,5

yelby 40,09

101,0,8.3333.0,2

102, .14,1,.04,0

103,.02,0,.09,0
40,44254,44347,47595,44334,45424
40,.036,+
70,6103,.06,%
80,6287,64623,5895,676
200,1,LAND
301,1,42000,0,0
202,1,1,40,0

200,72, BUILDING

201,2,1.0,1.0,2

(451

62,2 18

330,171 ,80RTGAGE
J01,1,1.0,.1325,0,25
Jo2,1,12,1,7,0

446G, 7

443,99

797,%%

Ready
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The subject property is most 1like the warehouse at 615
Mayfair Road, which sold for a cash price of $16.30 per square
foot of GBA and the warehouse at 3103 Watford Way, which sold
for a «cash price of $14.94 per square foot of GBA. The market
comparison model indicates a range 1in property values from
$15.06 per square foot to $17.16 per square foot of gross
building area adjusted for specific differences 1listed 1in
Exhibit III-8. When applied to the 14,000 square feet of gross
building area of the subject property, these convert to a range
of values from $211,000 to $240,000, with a central tendency of
$241,000. The appraiser believes that, with the exception of
the 615 Mayfair Road and the wunheated 3103 Watford Way
buildings, the other properties have more interior office
finish and preferred commercial locations so the low to central
estimate between $211,000 and $226,000 is appropriate. The
value conclﬁsion from the market comparison approach is
$218,000, or $15.57 per square foot of GBA with the adjustment
for the cost to cure the entrances to Amboise Cellars. See

Exhibit III-9 for computer output of market comparison method.

I. Cost Approach Input Assumptions and Conclusions
The Marshall Valuation Service was applied to the subject
property, subject to general assumptions in Appendix C, and the

calculator cost assumptions provided in Exhibit III-10. The




.

computer analysis produced by the service is provided in
Exhibit III-11. The extras for dock doors, partitioning,
bathroom fixtures, and modified handicapped ramp should be
noted. The conclusion or indiéated value by the cost approach
is $244,000, or $17.43 per square foot of GBA. Traditionally,
the cost approach is regarded as the upper end of the value and
does not reflect economip influences of market rent levels, the
cost of money, or tax factors, This method serves as a check on
the possibility that buyers would prefer to build new as a

substitute for the purchase of an existing property.

J. Reconciliation of Three Approaches and Conclusion
of Subject Property Value if Sold Individually

The income approach, which 1is the primary indicator of
value for this type of building, suggested a value of $220,000.
The market approach indicated a basic price closer to $218,000,
while the cost approach indicated an upper range of $244,000.
Given the shortage of adequate sales of steel warehouses in the
immediate area of the subject property, primary ‘reliance

remains with the investment approach and with the market

kapproach as a secondary check on value., The appraiser concludes

that market value as of January 1, 1985, is $220,000, with cash

to the seller, or $15.71 per square foot of GBA.




EXHIBIT III-8

SCALE FOR SCORING COMPARABLE SALES
BASED UPON PRICE SENSITIVE ATTRIBUTES

ATTRIBUTE WEIGHT SCORE
AGE 10% 5 After 1977
3 1970 - 1977
1 Before 1970
BUILDING HEIGHT 10% 5 Greater than 18 feet
3 12 to 18 feet
1 Less than 12 feet

RATIO OF OFFICE-DISPLAY
TO GROSS AREA 20% 20%
15% - 20%

Less than 15%

W,

RATIO OF LAND TO
GROSS BUILDING AREA 10% Greater than 3.4
2.5 to 3.4

Less than 2.5

QU EY )|

LOCATION IN MADISON 25% 5 South central
3 Airport
East

—

ACCESS/VISIBILITY

TO MAIN HIGHWAY 15% 5 Accessibility/visibility
to four-lane highway

On two-lane thoroughfare

On back service road

- W

MECHANICALS 10% Heated, insulated,

sprinklered
Heated, insulated
Heated only
Unheated

O =W (6]




- EXHIBIT 111-9

HOST FROBABLE FRICE COMPUTATION USING MEAN PRICE PER POINT EQUATION HETHOD

Number of sales = b Subject: 2201 DARUIN
Subject Size = 14000
SUBJECT COMPARABLE SALES -- FOINT SCORES
1 2 3 4 S é
$ PRICE/SQ.FT.--* 14,45 17.38 20.00 16.30 14.94 23.50
FACTORS WEIGHTS
1 AGE 10 3 1 1 3 3 3 3
2 BUILDING 10 3 1 1 1 B3 5 5
HEIGHT
3 OFF.-DIS- 20 1 3 5 b 1 1 1
FLAY/GROSS AREA . ;
4 LAND/BLIG 10 3 3 3 3 3 1 3
AREA
5 QUADIIRANT 25 3 3 1 1 ) 1 9 b
4 ACCESS & 15 1 1 3 3 3 1 1
VISIBILITY
7 MECHANI- 10 3 3 3 3 3 0 3
CALS
100
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EXHIBIT 111-9 (Continued)

2201 Darwin Road

FACTORS x WEIGHTS  SUBJECT COMPARABLE SALES

1 2 3 4 3 .}

1 30 10 10 30 30 30 30
2 30 10 10 10 30 50 1]
3 20 60 100 100 20 20 20
4 30 30 30 30 30 10 30
3 73 73 25 25 23 123 125
6 15 15 45 43 43 13 13
7 a0 30 30 30 30 0 50
8 0 0 0 0 0 0 0
9 0 0 0 0 0 0 0
10 0 0 0 0 0 0 0
TOTAL SCORE 250 230 230 290 270 250 Ja0

asv
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EXHIBIT 111-9  (Continued)
2201 Darwin Road
CALCULATION OF MODST PROBABLE PRICE
USING MEAN PRICE FER POINT EQUATION METHOLD
FRICE PEEK
ADJUSTED SQ.FT.
COMPARABLE SELLING  UWEIGHTED  WEIGHTED
SALE FRICE PER  POINT FOINT
NUMBEK SQ.FT. SCORE SCORE
1 14.45 230 .0628241
2 17.38 250 06952
3 20 290 .0689655
4 16.3 270 .0603704  ~0LB2Y
b 14.94 250 05976
6 23.5 360 .07
7 0 .00001 00
8 0 00001 .00
9 0 00001 .00
10 0 ,00001 .00
________ { gfj?rﬁ‘%
LTV IR S
Central Tendency {(Hean): .
.3867198 T oobbkoed®
The mean price per sguare foot per point (%) = --=---=-=--- = L,0644533
)
Where:
2
{x=-x) {x-x%) n n-1
0628251 0644533 -.001427 .0000026 6 5
06952 0644533 0050667 0000257
0689455 0644533 .0045122 0000204
LOEPET 0603704 0644533 -,004083 .0000167
05976 L0644533 -,0045693 .0000220
0652778 0644533 .0008245 .0000007
0 0644533 0 0
0 0644533 0 0
0 0644533 0 0
] 0644533 0 0
.0000881
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EXHIBIT 111-9 (Continued)
2201 Darwin Road
2
- ) (- %)
Dispersion about the mean = the square root of ------- = 00419646
n-1 Loy (67
Therefore,
The Value Range is :- 0644533 +/- 00419684
or 0602567 to .0686499
Since the subject’s point score is: 230
Score b Value = $/SQUARE FOOT
Lok HTIE
250 0602567 15.06 <t
Hg“‘”(},?ﬂ’ﬁ’,‘; P
250 0644533 16,11 /62!
Lo e ¢
250 0686499 17.14 1137
Since the square footage of subject is: 14000
It follows that:
$/5Q.F7 ® AREA = Estimated Value ) -
2/6%Fe sl
Low Estinate 15.06 % 14000 = 210840 or 211000
‘ 23l 6o
Central Tendency 16.11 X 14000 = 225540 ov 226000
A, b
High Estimate 17.16 - x 14000 = 240240 or 240000
245 I 24
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EXHIBIT I11-10
COMMERCIAL/INDUSTRIAL FIELD FORM — CAL

Computerized Service based on
MARSHALL AND SWIFT VALUATION SERVICE

1) cosTESTIMATEFOR ___Gordon and Greg Rice peogues agtebe et
2) PROPERTY OWNER MREIF S e ST
3) ADDRESS . . 2201 Darwin Roaq___ B ;" :» -
4) SURVEYED BY Graaskamp L e -
5) DATE OF SURVEY _ _ _ 1/1/85 _ g = “ -
6) REGION: 1 Western cLMATE: (1) Extreme - : %
| Central 2 Moderate
Eastern 3 Mild
7) OCCUPANCY CODE 391 _ ' (Refer to back of Form)

8) CONSTRUCTION CLASS:
A Fireproof Structural Steel Frame
B Reintorced Concrete Frame
C Masonry Bearing Walls
D Wood or Steel Framed Exterior Walls

S Steel Frame-Storage

9) LOCAL MULTIPLIER __1.03
(Refer to Section 99, Marshall Valuation Service)
10) COST RANK:
Low 3 Above Average
Average 4 High

11) TOTAL FLOGR AREA _ _14,000 _
12) SHAPE or PERIMETER _ .3 . .. . il

1 2 3 4 i
ADO'OX‘MYQ'V S!:ghﬂv ""ml. VOfY o T, T m————m— T -
Square Irreguiar Irreguiar S T A
= — e
13) NUMBER OF STORIES .1

19) HEATING COOLING & VENTILATION:

14) AVERAGE STORY HEIGHT_____],_L_______._
7 Elec. (Cable, Panel/Baseboard) 12

Steam, with Boiler

15) EFFECTIVEAGE . _ et 2 Elec. Wall Heaters 13 Steam, without Boiler
16) CONDITION: @ 3 Forced Air . 14 Air Cond. Hot/Chilled Water
1 Worn Out Good 4  Floor Furnace 15 Air Cond. Warm/Cooled Air
2 Badly Worn 5 V. Good 5 Gas Steam Radiator 16  Package Heating/Cooling
3 Average 6  Excellent 6  Gravity Furnace 17 Heat Pump
17) EXTERIOR WALL: . 7  Heaters, Vented 18 Evaporative Coolipg
Masonry Walls Wood or Steel Framed Walls 8 Hot Water . 19 Ref”?‘-"?‘“ Cooling
1 Adobe Block 22 Aluminum Siding é Hot Water, Radiant 20  Ventilation
2 Brick, Block Back-Up 24 Asbestos Siding 10) Space Heat, Gas . 21 Wall Furnace
3 Common 25  Asbestos Shingles 11 Space Heat, Steam
4 Cavity 26  Shingles
5 Face Brick (Add) 27 Shakes 19) ELEVATORS _ . .. Sa. F1. Served
6 Concrete Block 28  Stucco on Wire/Paper 20) SPRINKLERS 14,000 Sa. Ft.
7  Concrete, Reinforced 29 on Sheathing 21) TOTAL
8 Concrete, Tilt-Up 30 Wood Siding on Paper BASEMENT O _ Sq. Ft.
9  Stn. Ashlar Veneer, Block 31 on Sheathing i - -
10 Stone, Rubble 32 Veneer, Common Brick Unfinished 5  Utility
11 Pilaster 33 Face Brick 2 Finished 6 Resident Units
12  Bond Beams 34 Stone 3 Parking 7 Display
13 Insulation (Add) 35 Used Brick 4 Storage 8 Office
Curtain Walls 36 Siding, Viny! Surface
14~ Concrete, Precast 37 Hardboard
15 . Concrete/Glass Panels 38 Textured Plywood
16 Metal/Glass Panels 39 Board/Batten Box Frame MISCELLANEOUS COST
17 Stainless Steel/Glass Log, Rustic
18  Bronze and Glass Insulation {Add)
19 Stone Panels '00d or Steel Skeleton Frames LAN: _'.1'3_’,090__ —oee. Land

20  Ste=! Studs/Stucco
21 Tie, Clay
22 Facing Tile (Ac™

FORM 799

42  Aluminum Cover
4 Sandwich Panels
§ Corr. Steel on Steel Frame
4 on Wood Frame
46  Transite

47  Siding, Post/Girder Frame
48 Sheathing (Add)

€ 1979 - MARSHALL AND SWIFT PUBLICATION CO.

SIT: .
PHY: ..

FUN:
LoC:

o vt

EXC:

Site Improvements
Physical Depreciation
Functional Depreciation
Locational Depreciation

_ Insurance Exclusions

-PRINTED IN U.S.A
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EXHIBIT 111-10 (Continued)
Mezzanines Commercial and Institutional Built-ins
(Sq. Ft. of Mezzanines) (Total Sq. Ft. of Building Area)
MZM: . . .. Display UW: - _ .. ... .. BankEquipment
MZB: .. . Office (counters, vault doors, etc.)
MzC: . Storage UxX: e - ... Jail Equipment
MZD: . ..-Open (cell blocks, locking devices, etc.)
. UY: —— - - Hospital Equipment (Groups I and 1)
Balconies . UAA: .. Hospital Pneumatic Conveyor System
(Sq. Ft. of Balcorj»es) UAB: ... . .. College Commons Kitchen Equipment
BCA: Apartment Exterior UAC: . . Science Building Laboratory Equipment
8CD: . - Auditorium Bank Vaults
BCCE e s_h“'Ch (Sq. Ft. of Vault Area)
8CT: —- - Theater UAD: — . . —— .. Money
Decks UAG: — e . Record Storage
(Sa. Ft. of Dock Area) Stages & Permanent Fixtures
DLR: . e Loading with Roof (Sa. Ft. of Stage Area)
DLW: - im .- Loading without Roof UAH: — . — . Live Performance
DOS: e _Shipping UA: . . Motion Picture Only
poF: 14,000 ____ Dock Height Floors UAK: —_. .o Speaker’s Platform
High Riss Apartment Miscellansous
Parking Lots {(Number of Units)
(Sq. Ft. of Parking) . APP: .. . Appliance Allowance (erter # of apart. units
pas: 15,000 ___ ___ Paving Asphalt UAM: . - Wall Air Conditioning (# of units)
PCO: o . Paving, Concrete Barns and Sheds
LIG: P--+ing Lot L.ghting (Sa. Ft. of Area Served) . (Sq. Ft. of Loft)
BUM: .. Parxing Bumpers (Lin. Ft.) LOF: ——. . Lofts for Barns or Sheds
! ADDITIONS
ADD TO (SUPerstructure, BASement, EXTra (Depreciated), MiScetlaneous (Not Depreciated))
BRIEF DESCRIPTIONS (+or-)COST
EXT Dock Doors _ IR .8 5,400 . __ . __ |
EX
T, Partitioni Ag. i L e s .5.880. ]
EXT . _ Bathroom Fixtures ) 0% 9450 . ]
EXT | Handicapped Ramp . .8 1,000 e
- i i o e S i e el
REMARKS
REM: o o s - o o - 3 —

‘REM: RN G I e it e o — — e e
REM: 5 e anil T i b SRR SR - PSRRI
OCCUPANCY CODES

300 Zoartment (High Rise) 316 Dairy & Milking Barn 336 Laundromat 357 Commons 399 Shed, Cattle
301 Armory 317 Dairy Sales Building 337 Library 358 Gymnasium 400 Shed, Hay
302 uditorium 318 Department Store 338 Loft 359 Lecture Hall 403 Shower Building
303 = tomobile Showroom 318 Discount Store 339 Lumber Stge., Horizontal 360 Library 378 Stable
304 Sank 320 Dispensary 390 Lumber Stge.. Vertical 361 Manual Arts Storage, Equipment
384 Sarber Shop 393 Zormitories (Labor) 340 Market 362 Multi-Purpose torage, Materia!
305 Barn 321 Dormitory 341 Medical Office 363 Physical Education Storage, Potato or
396 Sarn, Hog 322 Fire Station 342 Mortuary 364 Science Vegetables
397 Barn, Sheep 323 Fraternal Building 343 Motel 365 Entire Elementary 379 Theater,
398 Rarn, Fruit Packing 324 Fraternity House 344 Office Building 366 Entire Secondary Stage Presentation
306 Zowhing Alley 325 Garage, Service 345 Parking Structure 380 Theater, Motion Picturs
394 Cabins (Transient Labor) 326 Garage, Storage 388 Parking Structure, School, College 383 Tobacco Barn
308 Church with 327 Governmental Building Underground 367 Arts & Crafts 404 Utility Building, Farm
Sunday School 328 Hangar, Storage 346 Post Ottice 368 Classroom 381 Veterinary Hospital
309 Cr.rch without 329 Hangar, Maintenance 347 Poultry House 369 Commons 382 Warehouse )
Sunday School & Office 348 Rectory 370 Gymnasium 386 Warehouse, Mini
310 City Club 330 Home for the Elgerly 349 Restaurant, Drive-in 371 Lecture Hall 387 \Warehouse, Transit
311 Clubhouse 331 Hospital 350 Restaurant, Table Serv. 372 Library
312 Coldwater Flat 332 Hotel 353 =etail Store 373 Manual Arts
313 Convalescent Hospital 802 Hotels, Resort 374 Muiti-Purpose
314 Country Club 334 Industrial, Manuf. School, Elem. & Sec. 375 Physical Education
315 Creamery & Milk 392 Industrial, Engineering 355 Arts & Crafts 376 Science
Process 335 Jail 356 Classroom 377 Entire College
©1979 - Looves of this form may be purchasec tom MARSHALL and SWIFT PUBLICATION COMPANY,
C e R  Bay ARAAS ) ae Ar g oar Fal fan 3 ONTIR 6L RN ES nprpad Al BN LAl doen e mess e Lt 2 calee Ay
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EXHIBIT 111-11

COMPUTER OUTPUT FOR COST APPROACH TO VALUE
FOR 2201 DARWIN ROAD

COST ESTIMATE FOR: GORDOM & GREG RICE
PROFERTT OWHEH: HREIF
! T DARMIY

CUFANCYs HATERIAL STURAGE BUIL
14,000 Square Feel AUVERAGE STORY HELGHT: 17,0 beet
o CTTUE GEE

N o]
o
£

il ool
e 2} x]
pog

ISR sl ¢
i

v

(4]

LABS: i
COST RANE: 2.0 Averasge
MUMBER OF STORIES: 1.0

SATERIUR Wall:

i
(st at i0 e enmenanuanneancanns
Covrrugated Sieel,Steel Frang..

HEATING AHD COULING:

Al e sawnnannnsnsnannnnn |

[y
e

o)
T

ranklers Sevving 14,000 Hounce Foet

o
e

e

P

UHITH CasT T AL

oA o7 S B 4
Ba5it B 14,000 Ta.d3
A TV
AODITION
Hock Height rloors Cenne T, 00 R 1T, 400
TUTAL SUFERSTRUCTUS G vamas 14,000 1533 did,ast
SRR ST T 3 i
R yu?_.u\)u R e
wenaew

LESE DEFRECIATION:

PhysiCal and Funcliondle.see.. JE.0% 70, 484
GEFAECIATED COST i envannnanna 200,407
Estinated Land Yalue.oaesssens 43,000
IHDICATED MALUE BY G4, 607
ROUMDED TD MEAREST 244,000




EXHIBIT L11-11

COMPUTER OUTPUT FOR COST APPROACH TO VALUE
FOR 2201 DARWIN ROAD

COST ESTIMATE FOR: GORDON & GREG RICE
FROFERTY OWMER: HREIF

ADDRESS: 2201 DARWIN ROAD

SURVEYED BY: GRAASHANF

JATE OF SURVEY: 1/1/83

DESCRIFTION:

OCCUFANCY: MATERIAL STORAGE BUILDING

FLOOR AREA: 14,000 Square Feet AVERAGE STORY HEIGHT: 17.0 Feet
CLASS: 5§ Steel EFFECTIVE aBEs: 7 Years

COST RANK: 2.0 Average CONDITION: 4.0 Good

NUMBER OF STORIES: 1.0 £OST ag OF: 01785

EXTERION Wall:
T0SULab 10T e ee sacnacernaannnaas 1004
Corrugated Steel,5teel Frame.. 1001
HEATING AND COOLING:
Spute Healissesesannansonasaas 100X

OTHER FEATURES:

Sprinklers Serving 14,000 Sgquare Feet
UNITS gast TOTAL

BASIC STRUCTURE COST: 14,000 13,23 213,281
ADDITIOGHS:

liock Heilght FLOOVS.eraeennnnns 14,000 .19 15,400
TOTAL SUPERSTRUCTURE COST...was 14,000 15,33 228,861
EXTRAS:

Faving,Asphaltececcnncuncnnnne 15,000 1.48 20,700
DOCK DOORS G900
FARTITIONING G.880
BATHROOM FIXTURES 7,450
HANDICAFFED RANF 1,000
REFLACEMENT COST HEU..onevnnaen 271,0M
LESS DEFRECIATION:

Physical and Functionalicsa... L2600 70,4845
DEFRECIATED COST.avwvanennncnnns » 200,507

Estinated Land Yaluessvwuuans 43,4300
INDICATED VALUE BY COST AFPROACH: 243,607
ROUNDED 7O MEAREST $1,000 ‘ 244,000




EXHIBIT 111-11 (Continued)

pATA:

GORDON & GREG RICE
HREIF

2201 DARWIN ROAD
GRAASHAMF
1/
2
3

t

‘1783
1
91

OO o LR e Led PO

N
Le=l
[#2]

vnf ek et fd e PO O
Sed <
<
<
<<

LA L b e

R = 28

TSP U S S S S A
L
£

ot KD = e B
e

<

<

<

i o= < « v

[ 2SI S

COST REFINEMENTS:
LAN: 43000
poF . 14000

Fas s 15009

ADDITIONSG:

13 EXT:00CH DMIORS % 5,400
23 EXT:FARTITIONING E] 5,880
3: EXT:BATHROOM FIXTURES E 2,450
47 EXT:HANDICAPFED RAHF 3 1,000
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IV. APPRAISAL OF 2223 DARWIN ROAD

A. Site Description and Analysis

The subject property, located at 2223 Darwin Road, consists
of 0.919 acres, or 40,035 square feet of 1land, further
described as Parcel 2 of Lot 1, Certified Survey Map 827,
Volume 4, page 44; a locational map is shown in Exhibit IV-1.
This warehouse site abutts a Chicago, Milwaukee, St., Paul nd
Pacific Railroad 1line on its eastern border, It slopes
southeasterly from Darwin Road on which it enjoys 248.44 feet

of frontage. The 1lot shares a 60 foot apron onto Darwin Road

‘with a similar parcel, known as 2201 Darwin Road, to the west,

The subject property is approximately 175 feet deep, on the
average, to a south lot line. It is subject to a 10 foot public
sanitary sewer easement nicking the northwest corner to serve
adjacent Parcel 1. It is further subject to a 30 foot joint
driveway easement shared equally with Parcel 1 to the benef it
of Lot 2, Certified Survey Maps 827, Volume 4, page by, which
lies to the south of the subject property. It is further
subject to a 60 foot upility easement paralleling the railroad
track. The single track does not provide a side track
opportunity for the benefit of this parcel. The parcel is zoned
M1 (see Appendix E for permitted uses and Exhibit IV-2 for

zoning map.)
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EXHIBIT 1V-1

OF 2223 DARWIN ROAD WAREHOUSE PROPERTY
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The property 1is currently improved with an 80 foot by 150
foot warehouse structure located to the far south end of the

site., The remainder of the site has bituminous paving in fair

‘condition. Exceptions to the paving consist of clumps of

saplings along the eastern border and grassy strips on the
north lot 1line as an access barrier to Darwin Road. An
édditional grassy area exists on the northeast corner for snow
storage plowed from the paved areas. (See Exhibit IV-2 for site
plan.)

The site has strong linkages to preferred highway truck
routes and air cargo activities. Darwin Road runs east-west
for little more than a block, linking to International Drive on
the east, close to the main Madison air passenger terminal and
air cargo facility. On the west it links to Packers Avenue; a
right turn would provide trucks with a bypass route on Packers
Avenue and County Highway CV to Interstate 90-94 and Highway
51, an important north-south state highway route, A left turn
onto Packers Avenue leads to a ten-minute connection on Highway
113 to Madison's east side and downtown business routes, as
well as the Highway 30 connector to Milwaukee. In short, the
warehouse is well 1located for those tenants who require
convenient access to the state hinterland. (See Exhibit IV-1

for linkages.)
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B. Building Description and Apalysis
(See Exhibit IV=3 for photographs)

The 12,000 square foot building has clear stacking area to
an average height of 15 feet. The space is heated by four gas-
fired suspended space heaters and sprinklered with ‘pipes
attached below structural bents and ridge beam, Space is
lighted with single strip fluorescents running midway between
bents. The landlord has provided a small half-bath with
toilet, washbowl, hot water heater, and drinking fountain.
Rough-ins are in place for a second bathroom should the space
be subdivided for two tenants.

Exterior metal panels are well maintained., The enclosed
space is occupied by a single user operating a public warehouse
for agricultural chemicals. Access 1is 1limited to two dock
overhead 8 foot by 8 foot doors, one of which has air-lock
bumpers. There is also a personnel door adjacent to each of the
docks, serviced by metal grate stairs, but without wheelchair
ramp. In addition, there is a fire-door emergency exit in the
east and west walks so the building could be subdivided into
equal halves for two tenants. There is no partitioned office
space. A sketch of the building layout on the site is shown in

Exhibit IV-2,.
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—  Soudwark Ruarch, Tue.

EXHIBIT 1V-3

PHOTOGRAPHS OF SUBJECT PROPERTY AT 2223 DARWIN ROAD

North side of 2223 Darwin Road. Note location of
two dock doors and two personnel doors which makes
division of building to suit two tenants feasible.

Interior space leased by single tenant, Delta Storage, at 2223 Darwin

Road for storage of agricultural chemicals. Note suspended gas-fired space
heaters. Interior finish similar to Delta Storage space at 2201 Darwin Road.
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C. Lease Description and Apnalysis

All 12,000 square feet of the subject property. is currently
leased and occupied by one tenant, Delta Storage, Inc., which
has main offices at 634 West Main Street., Delta Storage, Inc.,
also leases 8,000 square feet in an adjacent warehouse to the
west at 2201 Darwin Road. The current lease is summarized in
Exhibit IV-4,

Tt should be noted the standard lease form used by MREIF
has been customized for each tehant. For purposes of valuation,
the appraisers have taken the position that contract rents be
the basis for appraisal to the end of the existing lease term
and then reevaluated to correspond to anticipated market rents
at the time of renewal.

The key factor to be noted here is that Delta Storage,
Inc., has been paying a triple net rent of $1.85 per square
foot of GBA since the lease commenced on May 1, 1980. As of
1985 this rental rate is eStimated to be below current market
rates. On the first renehal date of April 1, 1985, the lease
will Dbe renegotiated at a market rate of $2.70 per square foot
of GBA with the tenant responsible for the reimbursement of
real estate tax increases after the base year of 1984, The
lessor will be responsible for real estate taxes at the 1984
level. The tenant will also reimburse the lessor for fire and

extended coverage premiums, It is assumed that the market rate
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ADDRESS:

ZONING:
LAND AREA:

BUILDING
CONSTRUCTION TYPE:

TYPE OF HEATING:
YEAR BUILT:
BUILDING SIZE:

LAND/BUILDING RATIO:

- - —— - - - - — - -
o fpdp e

EXHIBIT IV-U
SUBJECT PROPERTY DATA

2223 Darwin Road

M1
40,035 square feet, or 0.919 acres

Pre-engineered steel

Gas-fired suspended space heaters

1977
Warehouse: 12,000 SF

- - - — - — - - - - > S S e e W S

- — - - - . > Y o
—_—_-—-—---—-—_-—-—---_—_--——_———-———_-_—_———-—————--—-—-

TENANT DATA - CURRENT LEASE

LESSEE NO. 1:
SQUARE FEET LEASED:
LEASE TERM:

1984 ANNUAL RENT:

1984 ANNUAL
RENT/SQUARE FOOT:

ESCALATOR IN LEASE:

EXPENSES
UTILITIES:

INSURANCE :

REPAIRS AND MAINTENANCE:

REAL ESTATE TAXES:

Delta Storage, Inc.

12,000

Yearly from April 1984 to April 1985
$22,200

$1.85

Lease renewed annually

Tenant pays all water, sewer, gas, electricity,
air conditioning, and power and any other utility
services.

Lessor procures and maintains fire and extended
insurance for not less than 80 percent of insurable .
value and a loss of rental policy. Insurance premiums
for fire and extended coverage are reimbursed by
tenant to landlord annually. Tenant carries and pays
preniums for public liability insurance.

Tenant shall maintain, replace, and keep demised
premises in good repair at its own expense.

Tenant reimburses landlord for all real estate taxes
paid in the previous year.
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EXHIBIT IV-4 (Continued)

AS REPORTED BY MREIF
2223 DARWIN ROAD

1983 REVENUE:

1983 EXPENSES:

Repairs and

Maintenance $ 1,037
Management Fees 1,074
Leasing Fees . 998

Total Expenses

1983 NET OPERATING INCOME:
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$22,200

$ 3,109
$19,091




of this space as of January 1, 1985, is $2.60 per square foot
of GBA, but the 4 percent annual escalator operative on the
anniversary date of the lease will bring the rent to $2.70 per
square foot of GBA as of April 1, 1985. The foétnotes to the
schedule of revenues and expenses for 2223 Darwin Road from
January 1, 1985, through December 31, 1989, detail the revenue
assumptions used 1in this appraisal and are fqund in Exhibit
IV-5, The forecasted changes in the CPI of 4 percent per Yyear
is based upon historical CPI performance detailed in Exhibit
II-5, Section II.
D. Operating Expenses, Reimbursements, and
Appraisal Assumptions

For the landlord the basic expenses are real estate taxes,
insurance, leasing expenses, management fees, and long-term
structural maintenance of the paved parking surfaces -and
exterior and structural frame of the building. There are minor
utility costs for vacancy periods. Although current leases
vary as to tenant reimbursements, as previously noted, it is
assumed that tenant leases which are open for renegotiation
will eventually move toward a net lease basis where the tenant
pays increases from the base year in real estate taxes and
reimburse§ fire and extended coverage insurance premiums while
continuing to pay separately metered electric, gas, sewer

charges, and Jjanitorial costs. Landlord maintenance includes




snow plowing of parking lot while tenants shovel walks and
entry steps.
The footnotes to Exhibit IV-5 detail the reimbursement and

expense forecasts used in this appraisal.

E. Financing Description and Analysis

Existing financing on the subject property is non-assumable
according to the mortgage with Wisconsin Life Insurance Company
of Madison. Therefore, any purchaser would have to acquire new
financing, and current terms available for this type of
property would require an interest rate of 13.25 percent on a
loan amortized over a 25-year term, but ballooning in seven
years. Cost to originate would not exceed one percent of the
loan and the maximum balance would be determined by a debt
cover ratio of approximately 1.3 based on first year normalized
net income. These terms are currently quoted by Mr. Donsing at
American Family Life Insurance Company in Madison, Wisconsin.
In the case of 2223 Darwin Road, the new lease terms will be
fully operative in 1986 so the second year normalized net
income 1is used to scale the size of the mortgge which can be
carried by the subject property.

F., Capital Budget Assumptions for
Discounted Cash_Flow Approach to Value

The - income approach, using the discounted cash flow

methodology, is detailed 1in Appendix A. Essential parameters
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WAREHOUSE AT 2223 DARWIN ROAD
SCHEDULE OF REVENUES AND EXPENSES FROM JANUARY 1, 1985, THROUGH DECEMBER 31, 1989

GBA 1985
LEASED BASE
(SF) RENT 1985 1986 1987 1988 1989

REVENUES

Potential Gross Rent

Delta Storage, Inc. [1] 12,000 , 2.73 , 29,850 33,390 34,710 36,120 37,560

471785

Subtotal $29,850 $33,390 $34,710 $36,120 $37,560

Reimbursables

Real Estate Taxes [2] ' 1,144 275 291 308 328

Insurance [3] ____120 ——__T149 119 ____810 ——__8u2

Total Potential Gross Revenue $31,714 $34,414  $35,780 $37,238 $38,730

Less: Vacancy € 3.6% [u4] _(1,1482) _(1,239) _€1,288) _(1,341) _€1,39%)

EFFECTIVE GROSS REVENUE $30,572 $33,175 $34,492 $35,897 $37,336

EXPENSES

Utilities [5] 75 78 81 84 88

Repairs and Maintenance [6] 1,200 1,296 1,400 1,512 1,633

Management [7] 1,529 1,659 1,725 1,795 1,867

Leasing Fee [8] 1,223 1,327 1,380 1,436 1,493

Insurance [9] ____120 749 119 810 ____842
’ Subtotal: Expenses Before Real Estate Taxes $ u,747 $ 5,109 $ 5,365 $ 5,637 $ 5,923

Real Estate Taxes [10] 4,578 4,853 5,144 _.5,452 __5,780

Total Expenses $.9,325 $ 9,962 $10,509 $11,089 $11,703

NET OPERATING INCOME $21,247 $23,213 $23,983 $24,808 $25,633

G-Al LIGIHX3
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FOOTNOTES TO SCHEDULE OF REVENUES AND EXPENSES

EXHIBIT IV-5

2223 DARWIN ROAD

(Continued)

Delta Storage, Inc.'s current lease terminates on March
31, 1985. The lease is assumed to be renegotiated at
$2.70 per square foot of GBA as of April 1, 1985, under
terms and conditions described within the text of the
appraisal. The revenue forecasts are as follows:
“pASIS FOR RENTAL APPRATSAL
RENTAL RATE DATE RATE REVENUE REVENUES
Current lease 1/1/8 - 3/31/78  $1.85 $ 5,550
Market rate 4/1/85 - 12/31/85 $2.70 24,850
1985 REVENUE | $29,850
New lease rate 1/1/86 - 3/31/8  $2.70 $ 8,100
4% increase 4/1/86 - 12/31/786 $2.81 25,290
1986 REVENUE $33,390
Indexed rate 1/1/87 - 3/31/87 $2.81 $ 8,430
4% increase 4/1/87 - 12/31/87 $2.92 26,280
1987 REVENUE $34,710
Indexed rate 1/1/88 - 3/31/88  $2.92 $ 8,760
4% increase 4/1/88 - 12/31/88 $3.04 _27,360
1988 REVENUE $36,120
Indexed rate 1/1/89 - 3/31/89  $3.04 $ 9,120
4% increase 4/1/89 - 12/31/89 $3.16 28,440
1989 REVENUE $37,560
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[21]

[31]

EXHIBIT IV-5 (Continued)

Real estate taxes are paid by the tenant until the lease
is renegotiated as of April 1, 1985. At that time the
tenant will be responsible for reimbursing only the
increases in real estate taxes from the base year of
1984, Real estate taxes are reimbursed as follows:

il fienciiue oo e adeeefipndie g

TOTAL TAX INCREASE

YEAR REAL ESTATE FROM TOTAL
PAYABLE TAXES DUE PREVIOUS YEAR REIMBURSABLES
1985 $4,578 $1,144 (a)
1986 4,853 $275 275
1987 5,144 291 291
1988 5,452 308 308
1989 5,780 328 328

(a) Delta is responsible for three months of real estate
taxes due in 1985 or 25 percent of $4,578.

The 1985 real estate taxes are based upon the 1984
assessment of $180,000, and the 1984 mill rate of
0.0254305, or $4,578 payable in 1985. Real estate taxes
are inflated at 6 percent per year thereafter.

Insurance premiums for fire and extended coverage,
reimbursable by the tenant, are based upon costs of $0.06
per square foot of GBA and are inflated at 4 percent per
year, Insurance premiums are reimbursed as follows:

- o - ——— - m - e Gm Gs e e GG G Ww W EE T EmET =TT TIIZIZIZZCSC
Rttt ——— R R L e

YEAR TOTAL AMOUNT OF TOTAL
PAYABLE INSURANCE PREMIUM REIMBURSABLES
1985 $720 $720

1986 749 - TH9

1987 779 779

1988 810 810

1989 842 842
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(71
[8]
[91]

[10]

EXHIBIT IV-5 (Continued)

It is assumed that 5,200 square feet will be vacant every
three years for three months; the vacancy loss each year
is 3.6 percent of potential gross. (5,200/3 years/12,000
x 3/12 = 3.6 percent)

The lessor pays utility charges for outside lighting and
to heat building when vacant. Utilities are assumed to
increase at 4 percent per year.

Repairs and maintenance are assumed to be $0.10 per
square foot and increase at 8 percent per year.

Management fees are 5 percent of effective gross reveﬁue.

‘Leasing fees are U4 percent of effective gross revenue.

Insurance is assumed to be $0.06 per square foot and the
premiums are passed through to the tenants as additional
rent as described in footnote number 3. Insurance
premiums increase 4 percent annually.

Real estate taxes are based upon the 1984 assessment of
$180,000 and 1984 mill rate of 0.0254305 and are assumed
to increase at 6 percent per year, The increases are
passed through to the tenants the following year as
additional rent as described in footnote number 2.




for discounted cash flow valuation beyond revenues, expenses,
and financing are the value assigned to vacant land, reserves
for replacement, equity dividend required by investors, tax
depreciation limits, and a formula for anticipated resale price
at the end of an assumed projection period. The appraiser has
chosen to utilize a five-year projection period. The following
values have been assigned to these capital budget assumptions:

‘1. Although land value cannot be considered separate
from total value, for purposes of income tax
treatment, the subject parcel has a market
supported value of $1.10 per square foot which,
multiplied times its area of 40,035 square ‘feet,
suggests a land value of approximately $uy,000.

2. Reserves from replacement of capital items in the
future have been set at 2 percent of cash throw off
available for distribution, and these reserves have
been segregated to a sinking fund for reinvestment
at a 9 percent tax exempt rate. The accumulated
reserve is included as part of the net worth
realized on resale of the property, but does reduce
cash available for distribution as an equity
dividend to the buyer.

3. The equity dividend rate required in the first year

of the investment by the most probable buyers 1is




11.25 percent, equi?alent to a tax exempt rate
because of available depreciation shelter, but the
dividend is anticipated to increase with time.
Typically, equity dividends are about 200 Dbasis
points below interest rates because the equity
investor enjoys the benefit of loan amortization,
tax shelter, and property appreciation in addition
to dividends.

Tax shelter for property income 1is based on
straight-line depreciation of 100 percent of the
value of the building improvements over a term of
18 years, assuming the most probable buyer is in a
40 percent marginal income tax bracket, either as a
small corporation or as a sophisticated individual
investor already enjoying some degree of tax
shelter investment income.

The final source of return to the most probable
buyer is the increased net worth realized upon sale
of the property at the end of a proposed five-year
investment period. To estimate that value, the
appraiser has chosen to multiply net operating
income in the fifth year by a factor of 8.3333, a
computation comparable to capitalization at a

factor of 0.1200, a ratio of income to price for




Madison industrial properﬁies that is reasonably
constant, unless there are severe upsets to
financial markets, and the income tax law in the
interim,

6. Each of the above items define the wultimate cash
throw off to the investor from all sources. These
must be discounted at a minimum threshold rate of
return from all sources of 16 percent after taxes
to Jjustify the business and financial risks
incurred. This is the minimum equity rate
currently reported as typical of managed real
estate funds and used as a purchasing benchmark by
Madison investors in a stable investment industrial
building market. The present value of all benefits
to thé equity position discounted at 16 percent, if
held for five years and sold at the assumed price
when added to the original mortgage balance, equals
the market value of the subject property using the

income approach.

G. Discounted Cash Flow Value Conclusion

The assumptions used in the discounted cash flow model are
found in Exhibit IV-6. The discounted after tax value of the
subject property, if held for five years, is $182,418, or

$182,000 rounded, using a minimum 16 percent discount factor




for all the Dbenefits to the equity position. (See Exhibit
Iv-7, 1ine 39,) If the property were purchased at this price,
the investor would enjoy a conservative risk position reflected
by: (1) a cash breakeven ratio or default point as shown in
Exhibit IV-7, 1ine 42, of less than 80 percent after the
reduction of real estate taxes, (2) a payback of 63 percent of
the initial equity investment of $48,000 by the end of the
fifth year prior to resale, and (3) cash dividends of 11
percent or better each year after the renegotiation of the
lease in 1986.

The discounted after tax value of $182,000 is supported by
the more simplistic back door method used to eolve for the
justified investment or initial cost, using the net operating
income 1in year two and the financing and investment parameters
previously described, but excluding tax shelter benefits. As
indicated in Exhibit IV-7, Report Section 1, the justified
investment or initial cost suggested is $177,383 of which
initial cash equity 1is $47,617, or $48,000 rounded, with an
original mortgage Dbalance of $129,766, or $130,000 rounded.
Therefore, the value conclusion by the income approach is

$180,000, or $15 per square foot of GBA.
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2.
3.

10.

1.

12.

13.

EXHIBIT IV-6

ASSUMPT IONS USED IN
DISCOUNTED CASH FLOW METHODOLOGY
MRCAP COMPUTER PROGRAM
2223 DARWIN ROAD

Appraisal is as of January 1, 1985.
Holding period is five years with resale at end of 1989,

Debt cover ratio (DCR) is 1.3. The net operating income
(NOI) in the second year is used to size the mortgage
after the new lease is negotiated.

Cash on cash required by the equity position is 11.25
percent.

The discount rate used is 16 percent. This represents the
minimum threshold rate of return after taxes from all
sources to justify the business and financial risks
incurred by the investor.

The investor income tax marginal rate is 40 percent.

The after tax reinvestment rate applied to the after tax
cash proceeds is 9 percent. ~

The resale price at the end of the holding period is based
upon the NOI in 1989 and a net income multiplier of 8.333,
or a capitalization rate of 0.12.

A reserve for replacements is based upon 2 percent of the
after-tax cash throw off and is invested at 9 percent per
year. ‘

Land is valued at $44,000, or $1.10 per square foot.,

The computer program solves for justified investment value
based upon the amount of debt and equity the property can
carry, given the financing parameters and cash on cash
requirements. The land value is subtracted from justified
investment value to solve for building value. The
building is depreciated straight line over 18 years as
currently allowed by the Internal Revenue Service.

The financing paraméters include 13.25 percent interest,
25-year loan, and a balloon in seven years. Debt service
payments are made monthly.

All revenue and expense assumptions are found in Exhibit
IV-4,
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H. Market Comparison Approach
Application and Conclusions

A market comparison methodology using gross building square
footage and price per square foot is detailed in Appendix B. As
noted in the Madison market analysis in Sectibn II, most
transactiohs for general purpose steel buildings occur on the
south and southeast side of Madison to house local commercial
operations. As a result, there are a limited number of directly
comparable warehouse sales 1in the vicinity of the Madison
airport. |

Six comparable sales were selected from the array provided

in Appendix D, specifically these engineered steel buildings:

COMPARABLE CASH PRICE/
SALE NO. ADDRESS SF OF GBA

1 1115 Oneill Avenue $14 .45

2 4622 Femrite Drive $17.38

3 4607 Femrite Drive $20.00

Sy 615 Mayfair Road $16.30

5 3103 Watford Way $14.904

(unheated)
6 929 Watson Avenue $23.50

The subject property is most 1like the warehouse at 615
Mayfair Road, which sold for a cash price of $16.30 per square
foot of GBA and the warehouse at 3103 Watford Way, which sold

for a cash price of $14.94 per square foot of GBA. The market
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comparison model indicates a range in property values from
$15.06 per square foot to $17.16 per square foot of gross
building area adjusted for specific differences 1isted in
Exhibit IV-8. When applied to the 12,000 square feef of gross
pbuilding area of the subject property, these convert to a range
of values from $181,000 to $206,000, with a central tendency of
$193,000. The appraiser believes that, with the exception of
the 615 Mayfair Road and the wunheated 3103 Watford Way
buildings, the other properties have more interior office
finish and preferred commercial locations so the low to central
estimate between $181,000 and $193,000 is appropriate. The
value conclusion from the market comparison approach 1s
$185,000, or $15.42 per square foot of GBA. See Exhibit IV-9

for market comparison computerized valuation.

I. Cost Approach. Input Assumptions_and Conclusions

The Marshall Valuation Service was applied to the subject
property, subject to general assumptions in Appendix C, and the
calculator cost assumptions provided in Exhibit IV-10. The
computer analysis produced by the service 1is provided 1in
Exhibit IV-11. The extras for dock doors should be noted. The
conclusion or indicated value by the cost approach is $216,000
for the subject property, or $18 per square foot of GBA.
Traditionally, the cost approach is regarded as the upper end

of the value and does not reflect economic influences of market




rent levels, the cost of money, or tax factors. This method
serves as a check on the possibility that buyers would prefer
to build new as a substitute for the purchase of an existing
property.

J. BReconciliation of Three Approaches and Conclusion
of Subiject Propertv. Value if Sold Individually

The income approach, which 1is the primary indicator of
value fdr this type of building, suggested a value of $180,000.
The market approach indicated a basic price closer to $185,000,
while the cost approach indicated an upper range of - $216,000.
Given the shortage of adequa@e market comparables in the area
of the subject property, primary reliance remains with the
investment approach. The appraiser concludes that market value
as of January 1, 1985, is $180,000, or $15 per square foot of

GBA with cash to the seller.




EXHIBIT 1V-8

SCALE FOR SCORING COMPARABLE SALES
BASED UPON PRICE SENSITIVE ATTRIBUTES

___.--—--—_-————————-—-—-—--_--—---———-————-—----——_--———_—_---—-
-_—_-_-_—_——--——————q—.—_--__..__-—-—--—-—_—__—_—_-._—-..—-—...-_—————

ATTRIBUTE WEIGHT SCORE
AGE . 10% 5  After 1977
: 3 1970 - 1977
1 Before 1970
BUILDING HEIGHT 10% 5 Greater than 18 feet
’ 3 12 to 18 feet
1 Less than 12 feet

RATIO OF OFFICE-DISPLAY
TO GROSS AREA 20% 20%
15% - 20%

Less than 15%

W,

" RATIO OF LAND TO

GROSS BUILDING AREA 10% Greater than 3.4
2.5 to 3.4

Less than 2.5

—wum

LOCATION IN MADISON 25% -5 South central
3 Airport
East

—

ACCESS/VISIBILITY :
TO MAIN HIGHWAY 15% : 5 Accessibility/visibility
to four-lane highway
On two-lane thoroughfare
On back service road

- W

Heated, insulated,

sprinklered
Heated, insulated
Heated only
Unheated

MECHANICALS 10%

O W (8]
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MOST PROBABLE FRICE COMPUTATION USING MEAN PRICE PER POINT EQUATION METHOD

Musber of sales =
Subject Size =

$ PRICE/SQ.FT.--%

FACTORS WEIGHTS
1 AGE 19
2 BUILDING 10

HEIGHT
3 OFFICE/ 20
GROSS AREA
4 LAND/BLDG 10
AREA
3 BUADRAMT 25
& ACCESS & 15
o VISIBILITY
7 MECHANI- 10
CaLsS
8
g
10
100

12000

SUBJECT

n

EXHIBIT 1V-9

Subjects 2223 DARUIN

COMPARABLE SALES -- FOINT SCORES

1 2 3 4 3 )
14.43 17.38 20.900 16.30 14.94 23.50
1 1 3 ] 3 3
1 1 1 3 3 ]
3 3 3 1 1 1
K 3 3 5] 1 5
3 1 1 1 3 3
1 3 3 3 1 1
3 3 3 3 Q 9
94




"3

wn

~J

FACTORS » WEIGHTS

TOTAL SCORE

EXHIBIT IV-9 (Continued)

30

30

20

2223 Darwin Road

COMPARAELE SALES

4 3 &
50 19 50
50 50 50
20 20 20
50 19 50
25 12 125
45 15 15
30 9 50

0 0 0

0 0 0

0 0 0

270 250 3460

1 2 3
10 10 30
10 10 190
50 100 100
30 30 a0
73 23 29
15 43 43
30 30 30

0 0 0

0 0 0

0 0 0

230 250 299
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EXHIBIT 1V-9

(Continued)

2223 Darwin Road

CALCULATION DF MOST PROBABLE FRICE
USING MEAN PRICE PER FOINT EQUATION METHOD

FRICE PER
ADJUSTED SQ.FT.
COMFARABLE SELLING WEIGHTED  WEIGHTED
SALE PRICE FER FOINT FOINT
NUMBER S50.FT. SCORE SCORE
1 14.45 230 .0628241
2 17.38 250 06952
3 20 290 0689655
4 16.3 270 .0603704
5 14.94 230 05976
b 23.5 360 .07
7 0 L0000 .00
8 0 .00001 .00
? 0 L00001 .00
10 0 00001 .00
3867198
Central Tendency (Mean):
.3867178
The mean price per square foot per point (x) = ===-==-- 0644533
Where:
2
% E {33 (=) n-1
0628261 0644533 -,001627 0000026 3
06932 LD644533 ,0050667 0000257
0689655 0644333 .0045122 ,0000204
.0603704 0644533 -,004083 0000167
.05976 0644533 -.004693 .0000220
L065277 0644533 0008245 .0000007
0 0644533 0 0
0 0644533 0 0
0 0644533 0 0
0 0644333 0 0
.0000881
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EXHIBIT IV-9 (Continued)

2223 Darwin Road

Iispersion about the mean = the square root of

Therefore,
The Yalue Range 15 : 0644533 +/-

or 0602367 to

Since the subject’s point score 1s5:

Score ® Value =
250 0602567
2590 0644533
250 | .06B6499

Since the sgquare footage of subject 1s:

It follows that:

$/8Q.FT " AREA
Low Estimate 15.06 ® 12000
Central Tendency 16,11 b 12000
High Estimate 17.18 3 12000
97

0041966

0686499

230

$/5Q.FT.

it

i

0041946

Estimated Yalue

180720

19

20

3

9

320

920

or

ar

or

181000

193000

2080600




EXHIBIT 1V-10

COMMERCIAL/INDUSTRIAL FIELD FORM - CAL

Computerized Service based on

MARSHALL AND SWIFT VALUATION SERVICE

1) COST ESTIMATE FOR

Gordon & Greg Rice

2) PROPERTY OWNER MREIF
3) ADDRESS . 2223 Darwin Road -
8) surveveosy __ Graaskamp
5) DATE OF SURvEY 171785
6) REGION: Western CLIMATE: @Extreme
@ Central ) Moderate
Eastern 3 Mild

7) occupancy cope 391
8) CONSTRUCTION CLASS:

A Fireproof Structural Steel Frame

8 Reinforced Concrete Frame

C Masonry Bearing Walls

D Wood or Steel Framed Exterior Walls
9) LOCAL MULTIPLIER 1.03

(Refer to Section QQNWAarshall Valuation Service)

10) COST RANK:
1 Low
Average 4 High
11) TOTAL FLOORAREA 12,000 _

12) SHAPE or PERIMETER _ 5> _

" (Refer to back of Form)

3 Above Average

S Steel Frame-storage

1 2 3 4
Approximately Shightly \rregular Very — -
Saquare Irrequiar Irreqular e
13) NUMBER OF STORIES . 1 . _

‘]_.Qw.

14) AVERAGE STORY HEIGHT ___
15) EFFECTIVE AGE

10) NEATING COOLING & VENTILATION:
Elec. (Cable, Panel/Baseboard) 12

Steam, with Boiler

Steam, without Boiler

Air Cond. Hot/Chilled Water
Air Cond. Warm/Cooled Air
Package Heating/Cooling
Heat Pump

Evaporative Cooling
Refrigerated Cooling
Ventilation

Wall Furnace

Served

Utility
Resident Units
Display

Office

mprovements

Physical Depreciation

tional Depreciation

Locational Depreciation

2 Elec. Wall Heaters 13
16) CONDITION: 3 Forced Air 14
1 Worn Out @ Good 4  Floor Furnace 15
2  Badly Worn 5 V. Good 5  Gas Steam Radiator 16
3  Average 6  Excellent 6 Gravity Furnace 17
17) EXTERIOR WALL: _ ; Heaters, Vented 18
Masonry Walls Wood or Steel Framed Walls o ot Water . 19
1 Adobe Block 22 Aluminum Siding ‘ Hot Water, Radiant 20
2 Brick, Block Back-Up 24 Asbestos Siding (1) space Heat, Gas 2
3 Common 25  Asbestos Shingles 11 Space Heat, Steam
4 Cavity 26  Shingles 0 F
5  Face Brick (Add) 27  Shakes 19) ELEVATORS 177000 Sa. F1.
6 Concrete Block 28  Stucco on Wire/Paper 20) SPRINKLERS i . Sa. Fr.
7  Concrete, Reinforced 29 on Sheathing 21) TOTAL
8 Concrete, Tilt-Up 30 Wood Siding on Paper BASEMENT 0 Sa. Ft.
9  Stn. Ashlar Veneer, Block 31 on Sheathing ] finish o 5
10 Stone, Rubble 32 Veneer, Common Brick Unfinished
11 Pilaster 33 Face Brick 2 Finished 6
12 Bond Beams 34 Stone 3 Parking o7
13 Insulation (Add) 35 Used Brick 4  Storage 8
Curtain Walls 36 Siaing, Viny! Surface
14  Concrete, Precast 37 Hardboard
15  Concrete/Glass Panels 38 Textured Plywood
16 Metal/Glass Panels 39 Board/Batten Box Frame MISCELLANEOUS COST
17  Stainless Steel/Glass 40  Log, Rustic
18  Bronze and Glass ‘I. Insulation (Add)
19  Stone Panels Vood or Steel Skeleton Frames LAN: #”0’-{ ’-9-(-)0 SRRV & o
20 Stes! Studs/Stucco 42  Aluminum Cover SIT: . . . - ew. Sitel
21 T = Clay 4 Sandwich Panels
22  Facing Tile (Aa m Corr. Steel on Steel Frame Y ———
4 on Wood Frame FUN: .. Func
46 Transite LoC:
47  Siding, Post/Girder Frame )
48  Sheathing (Add) EXC: _ i e

FORM 789

€ 1979 - MARSHALL AND SWIFT PUBLICATIONCO, -

Insurance Exclus.ons

PRINTED IN U.S.A
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EXHIBIT 1V-10 (Continued)

COST REFINEMENTS

Mezzanines Commercial and Institutional Built-ins
(Sq. Ft. of Mezzanines) (Total Sq. Ft. of Building Area)
MZM: - Disolay UW: . _ ... .... . Bank Equipment
MZB: . ... Office v {counters, vault doors, etc.)
MZC: - . Storage ux: .- . . . . ..Jail Equipment
MZD: - - Open (cell blocks, locking devices, etc.)
. UY: . - - Hospital Equipment (Groups ! and t11)
Balconies ‘ UAA: . _ . - eoewmn . Hospital Pneumatic Conveyor System
(Sq. Ft. of Balcomes) UAB: . .. ... College Commons Kitchen Equipment
BCA: Apartment Exterior UAC: . .. Science Building Laboratory Equipment
BCD: ~ - Auditorium Bank Vaults
BCCi - Ch“"fh (Sa. Ft. of Vault Area)
BCT: —. - Theater UAD: — oo oo Money
Docks UAG: . .. . . .. Record Storage :
(Sa. Ft. of Dock Area) Stages & Permanent Fixtures
OLR: .~ eem .- Loading with Roof (Sq. Ft. of Stage Area)
DLW: . .. .-.-.Loading without Roof UAH: — . — . Live Performance
DOS: ...—— Shipping VA, oo Motion Picture Only
DOF: 12,000 pock Height Floors UAK: _ ... _..___Speaker's Platform
High Rise Apartment Miscellaneous
Parking Lots ) {Number of Units)
(Sq. Ft. of Parking) APP: .. .. Appliance Allowance (erter # of apart. units)
PAS: 15,000 _ _ paving. Asphalt UAM: — ... .. Wall Air Conditioning (# of units)
PCO: . Paving, Concrete Barns and Sheds
LIG: . P--xing Lot L.ghting (Sq. Ft. of Area Served) (Sq. Ft. of Loft)
BUM: . Parxing Bumpers (Lin. Ft.) LOF: —. - Lofts for Barns or Sheds
ADDITIONS
ADD TO (SUPerstructure, BASement, EXTra (Depreciated), MIScetlaneous (Not Depreciated))
BRIEF DESCRIPTIONS (+or-)COST
EXT Dock Doors SO R $ 1,200 o —e
- - - — - SR A S AL S . $ e e
. S — e e i i e e i e e
2 - - i - P L i H - S
i — — it — S il - ——ea
REMARKS
REM: D i e+ - . : AT A — i
REM: s e snme it e i Lt e b - e _
REM: e I - AR = . R - —
OCCUPANCY CODES
300 Apartment (High Rise) 316 Dairy & Milking Barn 336 Laundromat 357 Commons 399 Shed, Cattle
301 Armory 317 Dairy Sales Building 337 Library 358 Gymnasium 400 Shed, Hay
302 4uditorium 318 Department Store 338 Loft 359 Lecture Hall 403 Shower Building
303 ~.tomobile Showroom 319 Discount Store 339 Lumber Stce., Horizontal 360 Library 378 Stable
304 Sank 320 Dispensary 390 Lumber Stge., Vertical 361 Manuai Arts 89 Storage, Equicment
384 Sarber Shop 393 Dormitories (Labor) 340 Marke: 362 Multi-Purpose (391 Storage, Mazerial
305 Barn 321 Dormitory 341 Medica! Office 363 Physical Education 95 Storage. Potato or
396 Barn, Hog 322 Fire Station 342 Mortuary 364 Science Vegetables
397 Barn, Sheep 323 Fraternal Building 343 Motel 365 Entire Elementary 379 Theater,
398 Barn, Fruit Packing 324 Fraternity House 344 Office Building 366 Entire Secondary Stage Presentation
306 Sowling Alley 325 Garage, Service 345 Parking Structure 380 Theater, Motion Pizture
394 Cabins (Transient Labor) 326 Garage, Storage 388 Parking Structure, Schoo!, College 383 Tobacco Barn
308 Churzh with 327 Governmental Building Undarground 367 Arts & Crafts 404 Utility Building, Farm
Sunday School 328 Hangar, Storage 346 “ost Otfice 368 Classroom 381 Veterinary Hospital
309 Crurch without 329 Hangar, Maintenance 347 Poultry House 369 Commons 382 Warehouse
Sunday School & Office 348 Rectory 370 Gymnasium 386 Warehouse, Mini
310 City Club 330 Home for the Elaerly 349 Restaurant, Drive-in 371 Lecture Hall 387 Warehouse, Transit
311 Clubhouse 331 Hospital 350 Restaurant, Tabie Serv. 372 Library
312 Coldwater Flat 332 Hotel 353 =etail Store 373 Manual Arts
313 Convalescent Hospital 402 Hotels, Resort 374 Multi-Purpose
314 Country Club 334 industrial, Manuf, School, Elem. & Sec. 375 Physical Education
315 Creamery & Milk 392 Industrial, Engineering 358 Arts & Crafts 376 Science
Process 335 Jail 356 Ciassroom 377 Entire College
©1979 - Copies o' this torm may be purchasec from MARSHALL and SWIFT PUBLICATION COMPANY
Laie D4 S Q. YRINT Ar g pe Maléen 2RI L LN ES npr pad Af B Fa fain 3 e e Serr Lt caiee tay
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s EXHIBIT IV-11

COMPUTER OUTPUT FOR COST APPROACH TO VALUE
FOR 2223 DARWIN ROAD

COST ESTIMATE FOR: GORDOW & GREG RICE
FROFERTY OUNER: HREIF

ADDRESE: 2223 DARUIN RD.

SURNVEYED BY: GRAASEARF

DATE OF SURVEY: 171785

OCCUFANCY: HATERIAL STORAGE BUILDING

FLOOR AREA: 12,000 Sguare Feet AVERAGE S5TORY HEIGHT: 17.0 Feet
CLASS: § Steel EFFECTIVE AGE: 6 Years

COST RANK: 2.0 Average CONDITION: 4.0 Good

NUMBER OF STORIES: 1.0 COST A8 OF: 01/85

EXTERIOR WabLL:
Insulation. e censeanceanncaneans 100E
Corrugated Steel,Steel Frame.. 100X

HEATING AND CODLING:

Ld(E Heobeeunavmsnaanasnannna 1007

)
OTHER FEATURES:
Sora n&lpx; Serving 12,600 Square Feetl
UHITS Lost ToTaL
BASIC STRUCTURE CO5T: 2,000 15.49 185,858
ADDITIONS:

Dock Hetght Floors.iesweenannnn 13,000 PRV 13,200
TOTAL SUPERSTRUCTURE £057T...... 1,000 16.59 199,055
EXTRAS:

Faving,Asphalte e inenennnnnne 15,000 1.38 20,700

DOCK DOORS 1,200
REFLACEHMENT COST #EU. PRI 230,758
LESS DEPRECIATION:

Fhysical and Functional..eaess CRATL0U “48,510%
DEFRECIATED COST wvsennnsnnnans 122,348

Estimated Land VYalugisseeunans 44,000
INDICATED VALUE BY COST AaPPRUOACH: 216,346
ROUNDED 7O MEAREST $1,000 215,800

Cost Data by MARSHALL and SWIFT
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V. APPRAISAL OF 2601 SEIFERTH ROAD

A, Site Description and Analysis
The subject parcel is described as Lots 7, 8, and North

5-1/2 feet of Lot 9, Block 1, of Glendale Industrial Park
locaﬁed Jjust east of the intersection of Highway 51 and Pflaum
Road in the City of Madison, Dane County, Wisconsin. (See
Exhibit V-=1.) The rectangular parcel has 210 feet of frontage
on Seiferth Road and a depth of 279 feet, 8 inches for a total
of 58,730 square feet. The well-drained site slopes downward
from the street for a total fall of 3.5 feet of finished grade
from west to east and 5 feet from the north to south lot lines.
This slope is excellent for an industrial building which is set
on grade on the north with the floor at loading dock height on
the south. Site improvements include curb and gutter, city
sewer and water, as well as police and fire service. The south
half of the site is primarily bituminous paving on 6 feet of
crushed stone to provide employee parking and truck parking and
turn-around space for twelve loading docks. A single 5 foot
sidewalk ties the front driveway apron to a personnel entrance
on the west wall., (See Exhibit V-2 for site plan.)

The subject parcel, zoned M1, is located in an area well-
recognized for its industrial parks; there is a concentration

of industrial warehouses used for storage, showroom/
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