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IN RE: Application for relief from erroneous assessment
of Fruit Growers Express Company

To the Honorable Judges of the above Court:

Pursuant tov.tl'rxé i)rovisions of §58-1145, Code of Virginia,
your petitioner, Fruit Growefs Express Company, reSpectfublly represents
unto the Cquﬁ: |

1. That your petitioner is the ownér of the land consisting
of a;i)proximately 31.05 acres ‘in the City of Alexandria,v known as
Parcels 3018-02, 3029-01, 3042-01, and 3043-02.

| 2. That upon the assessment made in 1972, which took
effect January 1, 1972, the real estate above described (land only) was
assessed at $1, 056. 250.
3. That the new assessment is in exceés of the_fair _

market value of the prdperty and is inéquit'able as compared to like .




properties.
4. That ybur petitioner haé exhausted its administrative
remedies in appealing from the said real estate assegsments, but said
appeal was denied by the Board of Equalizatioh.
5. That the erronecus agssessment was not caused by
the wilful féilure or refusal of your petitionér to furnish thé tax assessing

authority with the information required by law.

WHEREFORE, your petitioner prays that thé Court wiu‘
correct the above agsessment as finally detérmined bjr the Board of‘
Equalizétion of Real Estate Assessments by re@cﬁg the total agsessment
on the above ﬁropertyfrom $1, 056.250 to $~3’ﬁ'q’ 0 »000'and will enter an
order directing the Clerk_of the Circuit Court to notify the Commissioner .
of the.Revenqe of the City of Alexandria of the change in the assessment,
and direct him to make the proper correction in the Land Agsessment
Books and that your petitioners may have auéh other, further aﬁd general

relief as the nature of their case may require.

. FRUIT GROWERS EXPRESS COMPANY
. By Counsel




FINAL ORDER

THIS CAUSE came on to be heard upon the application of
petitioner for relief from erroneous assessment; upon the answer

filed by the .City of Alexandria; upon the evidence of petitioner
in support of its application; upon objection by the City of :
Alexandria to the admission into evidence of petitioner’'s exhibit{
i

numbered 8 and 9; upon motions by the City of Alexandria to strike
the testimony of petitioner's witness, McCloud B. Hodges, Jr.,
. _

to strike a11 of petitioner's evidence and to dismiss the pe-

tition, and was argued by counsel; and

IT APPEARING TO THE COURT that the testimony of petition- |
er's witness, McCloud B. Hodges, Jr., upon which he formed his '
opinion for the value of the squect unimproved real property

as. of January 1, 1972, is entire1y based upon a developmental

method or technique of real estate appraisal using a discounted

cash flow analysis, which appraisal method'requires the assumption

of and the use of variable factors which are speculative; that

petitioner presented no other evidence of value of the subject

property; end that petitioner's eXhibits numbered 8 and 9 require:;
aceeptance ef the same speculafive assumptions; therefore it is

| ORDERED, ADJUDGED and DECREED that the City's objection
to the admission info evidence of petitioner's exhibits numbered

8 and 9 ié'hereby sustained, and the City's motion to strike the
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testimony of the petitioner's witness, McCloud B. Hodges, Jr.,

is hereby granted on the ground that the exhibits and the testi-
mony relate to a method of valuation of uniﬁproved real estate %
based onassumptions which are necessarily speculative. And -
it is further

ORDERED, ADJUDGED and DECREED that the City's motion to
_strike all of petitioner's evidence and dismiss ‘th petition is
hereby granted on the ground that petltloner failed to ‘sustain’
the burden of proof imposed by the applicable statute, § 58- 1145
of the 1950 Code of Virginia, as amended, in that petitloner did
not show that the property in questlon was assessed at more than

its fa1r market value in 1972 or that the assessment was not

unlform in its appllcatlon.

“ "~ AND THIS CAUSE IS 'ENDED. ' -




[OPINION OF THE COURT]

[fre83] THE COURT: In this case on the 19th after Mr.

Hodges had testified for some length, Mrs. Sasso moved to

strike his testimony, as I understood it, on the basis that

it was a capitalization of income approach which she gaid

1s not proper under the case of Appalachian Power Company

versus Anderson, 212 Virginia 705. And at that time I think

I made a statemant that ‘I couldn't see where it would be in

error in ghowing that the present value of the land ig af-

fected by the cost adopted for its highest and best use.

Back there on the 19th, it seems to me, the Court

took the objection under advisement and petitioner was

granted leave to proceed and after proffer of proof on the

record if the Court subsequently sustained the objection.

Now, after that, we had the testimony of Mr,

Travers, Mr. Robbin, Mr. Marks, Mr. Mosely and Mr. Phillips

and then Mr. Hodges' testimony today. ~ Insofar as the exhibits

are concerned, I think everything is in except this computer

format.

MR. ALEXANDER: Which is purportedly Number 9.

THE COURT: Well, I guess the admissibility of

eight and nine have not been determined.




MR 4,83] As 1 understand, your testimony has becen completed

Mr. Alexander?

MR. ALEXANDER: Yes, sir.

THE COURT: Then the first thing tomorrow suppose
we do this: determine for the purpose of the record the ad-
missibility of Exhibits 8 and 9 and of the Court's rule on
the motion to gtrike. |

MR. ALEXANDER: All right.

THE COURT: I might indicate, Mrs. Sasso, that I
don't intend, at this point at least, to grant the motion
to étrike 2s to all of the plaintiff's case in any event.

What I am saying is, I think the cost to bzing the piece of
| property to its highest and beat use is ino wy opinion a
proper part of the evidence to determine value for its
highest and best use.

And now then, whéther or not the qQuestion of how
long ié takes to complete the project, and how long it takes
to meke & profit in those things, which may or may not be
variables, whether you're getting into sort of an analogous
situétion where you &re trying to take a prof;t from a busi-
ness as value in condemnation suits, I'm just goiﬁg to have
to think about that during the evening and let you all know

tomorrow, but I would like you all to argue those points.
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[R5 THE COURT: 1Ia this case, the Court is of the
opinion that the motion to strike should be granted. Objec-
tion to Exhibit 8 and 9 should be sustained.

The reason for the Court's opinion is that as the
[Tgégts)a]knws, the owner has a statutory burden of proof to
show the true market value is less than assessed by the
City. Insofar as Mr. Hodges' testimony and Mr, Phillips'
testimony 1s concerned and Exhibits 8 and 9 are concerned,
I have to agree with Mrs., Sasso's argument that those exhib~
its and that testimony had variables of ciﬁe, variables of
ioterest, variebles of acquisition losn ratios. The
amounts of sales are speculative to some extent, dependent
on whether or not. The scheme of Mr. Phillips' is accurate
to the point where he had 1,090,758 square feet of ware-
house space at $2.25. The amount of sales is somawbat
speculative and algo the matter of warehouse space is spec~
ulative.
| Insofar as the 30 percent profit item is concerned,
that to me, is somewhat analogous to the rule that you can't
use profit in a going’business when you are in an eminent
domaln case. Some people can take a certain situation and
make 30.percent and others can lose money. Now that might
be an exaggeration. Not only that, but you really den't
have, even with Exhibits 8 and 9, an exact valuation or a
concluded valuation. I talnk Mr. Hodges is of the opinion
that probably an acquisition of that ratio loan of 85 per-

cent with eight percent iunterest would be the fairest or
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maybe he thirks we ought to take all 12 values given and

the mean would be the fairest.

1 merely grant the motlion to stxike because of
the variabBes which I think to & certain degree are speculd

tive. As I understand to arrive at a true market value,

under the laws in Virginia, you can’t use speculative fact:

‘to arzive at true market value.

N\

1 grant the motion to strike Mr. Hodges' evidenc

and austéim the bbjection to the admissibility of Exhibits

8 and S.




NOTICE OF APPEAL, AND ASSIGNMENT OF ERROR

Petitioner Fruit Growers Express Company, by
counsel, hereby gives nqtice of its appeal to the Supreme
“Court of Virginia from the Final Order entered in this case
on May 3, 1974, and assigns the following errors:

1. The Court erred in granting respondent's
.MQtion'tO'strike the evidence of pétitioner's witness McCloud
B. HOdges,'Jr.;
| 2. The Court erred in ruling that petitioner
_presented no 6ther evidence of value of the subject properiy.

3. The Court erréd in sustaining respondent's
objectioﬂs to petitioner's exhibits numbers 8 and'9;

4. ‘The Court erred ih granting respondent‘s
motion to strike all of petitioner}s evidence and in dismissing
the petition;

5. The.Couit erred in ru1ing that petitioner
jdid not éhow'thét the propérty in‘questibn was assesséd at
more than its fair marke£ value in 1972 or that the assessment
was not ﬁniform in its application.

The transcript of the case is to be hereafter

filed.

FRUIT GROWERS EXPRESS COMPANY
By Counsel




PARTIAL TESTIMONY OF McLOUD B. HODGES, JR.

. ir. dges?
Eﬂqg] Q. What 1s your profession, Mr. Hodg
A. Real eétate appralser and 1nvestmen§ coun
Q. In what particular area?
A Mostly in the Washlngton, D. O. reglon.

say about 85 to 90 percent of my work is 1in this r

Q. Do you specialize in any particular type
propertles?
A. Yes, sir; investment properties and prop

subject to subdivision and development over a siza
span df time, involving market surveys, unit costs
that sort of thing.

* ¥ ¥

Vigial A Within these last five years, sometime,

beginning, let'a‘say, three and six years ago, I be
speclalize and ém now fully specializing-in actuzl
valuation and counseling jobs fe: buyers and seller
lessors and lessees of fee interests and partial in
in proper&es,‘mainly income-producing, sometimes la
subdiiision properties. Like, for example, one of
biggesﬁ builders in the region, I can remember doi
ofvhis largest land acquisition valuation analysis
1965 and 1971. And it's throughout the region; it
Montgomery County; Prinée Géorgéé.County, Washingto




quﬂi]D. ., and the Northern Virglinla countles, and as far
away as Spotsylvania, and & counseling Job occasionally
in Roanoke or Richmond or Warrenton or Frederick,
Frederieksburg ~-- Frederick, Maryland -- Winchester,
Xk *x
f[ﬁﬁ}Q}TEE COURT: The Court accepts Mr. Hodges as an

(FRiijexpert appraiser in the fleld of land valuation.

i/gaqj (I’.n what way didé you go about l

' determining the most profitable use of the land -~ well,

fipst, explain to the Court what you mean by that?

A.  Well, the'most proritable use of the land is
that which -- well, firast and foremost today, is allowed
cy the local subdlivision and zoning ordinances and has
2 likely chance of belng approvedv1n~lightrof the impact

_of the ecologists and the environmentalists, but 1s still

predominantly a use that produces the maximum monetary

profit. And I think the maximum monetary profit from
this land can be derived on the lst of January, '72, by
déveloging a good qualityA-- and it would have to be good %‘
gquality -~ permanent warehouse park with rail service
serving the back ends of almost all of tlhe puildings
backing up to 1t. This, I think, 1is the best use of the
,pfoperty. I don't think that 1t has any appeal at all i
to the high-rise or low-rise or townhouse residential

market. I don't think that an office bullding entrepre-

[




neur could get to first base with a permanent loan
commitment to bulld an office bullding of any size,
a multi-story elevator office building, in that location

as of 1st of January, '72.

Eﬂgﬁ}q, Now, being of the opinion that the highest and
kest use was for this type of warehousing on the propert
what was the next step in your apprﬁisal?

A. The first and most important step 1s to get
from an engineer an estimated cost of developing the
park into -- the land zntg a8 warehouse park and pro-
portioning those costs for sevwer, vwater, street and all
other things, into a reasonable and logicai phasing
program. And I think @ reasonable program here would be
to run from Quaker Lane eastward to the point paralieling
Roth- Street and developing approximately 43 percent of .
the land, orlginally == I mean initially; and then
developing the next three stages, which are much smaller,
toward Telegraph Road as we would need those sites.

The development costa are the important thing,
because/the difference between the retail value of the
finished site in the aggregate and the total development
costs and other costs,such.as the time value of money,
the interest on the deferred purchase money note to the

seller of the land and the 1nterest on the development

s




g ™

., or construction loans, the difference between all the

i1ncome and all the expenses represents land value; and
that 1s the basis for the entire valuation.
?ﬂfﬁouldn't have been the basis 1f we had had
a number ofyrgliable and obviously comparable sales of
like and similar properties, and I only found two.
* % x
{mgla.  Yes. These things are lnvestlgated before
-the negotiations, yes.
Q. You knew you were golng to have to do gorm
dralnage and make some provision for that on site?
A. Yes, very definitely.
Q. Were these things done after the purchase by .l
Chrysler? |
A. The riniahing work was done; the storm sewer

completely; and mme of the f111 after the purchase.

Q. And even takipg all of that into consideration,
did you feel that $2.32 a square fool was a fair market
price fof that site? 4

- A. I never agree that the price is a falr market
price. I do feel that that price -- 1t was a negotiated

pricé from a very much higher figure than that.




fﬁgqg;{q. In what way 18 the cost of making the land

usable important to your appraisal of the property as is

|
Mr., Hodges?

A. Well, the first thing that the hypothetical
puréhaser would do would be to want to find that cost,
and 1f 1t exceeded the retall value of all the land
adaptable for what I have already,#tated was its highes
and beat use, he would drop all furthef consideration o
buying it for thét purpose.

Now, he might buy it for some other purpose,
liké & parking lot. Then other people in the market,
like pure land speculators, might then belinterested at
a lower price. But, once he finds out that the cost of

~developing tne‘;and for the industrial park 1s less tha
the grc#s retail sale pricg of the whole tract as an
industrial warehouse park, fhen he ﬁould go into a
further analysis and deterﬁihe how long 1t,u§u1d take
him to sell all the uarehoube site space, absent: the

public or private street area that he would have to put
in there, and discount that to present value, including

in his discount a factor for proflit; and that is the




entire method that I used to appraise the land, the 30
acres, because I didn't have enough market data. I didn't
have any religble market data to appraise it by the diprect
Cres¢]

comparison approach, which otherwise is the best method
for several reasons, including the fact that the market
would use that method if it could, if 1t could find good
competitive salees prices of this kind of land with the
same attributes, the same development-cost ratie, everi-
thing else the same.

}Q. Let me ask you this, Mr. Hodges: is your
appraisal methodology based on the value of the land as
is or as it could be develohed?

A. It would have to be basged on what it would sell
~ for suitéhle for the warehouse park, which means as it
could be developed,

Q. But your valuation is as of what date?

A January the lét, '72.

Q. And what is the state of the land in acecordance
with ydur valuation?

A. -Well, 1n my opinion, and based quite largely
on the engineer's estimates on developing it to meet the
subdivisicn and the zoning requirements for the City, it
is practically raw ground, undeveLOped ground, unimproved
ground.

Q, Your valuation 19 based on unimproved raw -

- ground &8s of a date in January 19727

/|5




f:rzqff,j A. Yes, sir.

Q. Now, would you tell the Court how you would g
about arriving;’or how the market, in your opinion, wo%
g0 about afriving at that valuation? . |

A. Yes, sir.’ The market would first and foremos
decide if there was a demand for warehouse spéce in tha
location,‘considering all the bhysical and political an
economic factors that are 1nvolveq in fhls location, an
determine what that probable sales price would be for t
warehouse gpace,

Now, this I can and did use direct market sal
comparison on, because we have a plentifid supply of sal
data on finished bulldable sites fop warehousing, or us
quite similar to warehousing. It could be light manu-
facturing, sometimes research and development in large

.scale bui;dlngs, and sé on.

Starting yith those flgures, the next step
would be the closest possible estimation of hou'lﬁnghlt
would take to market all the land, anﬁ as my appralaai
report will show, I estimate somewhere between three-anc
a-half years and six-and-a-half years would be required
to market all the warehouse sites; and this is based on

the fact that this land will produce at its maximum




[TRg |

utilization approxinately 617,000 sqguare feet of ware-
housing space, which will be shown more 1n detail later
by Mr., Phillips, and that‘ig a lot of space for Alexandria
City for this one site to absorb ovérnight., It can't be
done overnight, I don't think.
| Or, put 1t the other way. You don't find many
Drug Fair type customers that need 30 acres all at once
for immediate use. I haﬁe not seen that kind of a land !
user come along.more than once every several years. And
Drug Falr had, in fact, already picked its site, so that
- was out of the market. So I could find no cther users
:except a number of amaller.aite_users to'make the market
for these finished sités.

So, knowing then'that it would take more than
one day, or one month,orrone yéar to do all of this, my
next concern is with discounting the net differénée,betneeng
sales cost, or sales incéme, and @velopment costs to
:present worth., Now, this 1B a2 most loglcal, one of the -
four generally accepted procedures of raw land valuation. ?
I've used 1t many times because my clients use 1t, ahd-if
that's the way they operate, that's the way I've got to
look at the valuation of the land. |

Q. You have saild that because of various features




L1797
of the property, its location, its accessment, rallroad,

and so forth, your highest and best use wonld be light-
industrial wérehouse-type subdivision,_rignt?

A. Yes,

Q. And you further said that you had io look at
thls as raw land?

A. I look at 1t as almost raw land because it has
very limited puhlic strect &ccess to all the possible
uarghouse sites, and 1t has only a part of a great amoun
of storm sewers that would have to be built there to tak
care of the surface runoff of water, and 1t would have
to have almost an entirely new set of sanitary sewer
lines that would have to be located to serve the warehous
'ingvspace.

Q; Perhaps you could contrast the subject property
with a finished lot in an established 1ndustrial park
subdivislon. Could you de that for the Court?

A. Yea. Probably'only four or five acres,'ma}be
s1x or»ﬁevén, I don't know exactly how much, of these

- 30 acres would be comparable to finished one, tuo, three,
four anad five acre uarehouse sltes sales data on which

I sald we have plentiful supply, and that would be the
far west end facing Quaker Lane; the far east end to
ubich access could be gained by an extension of Longview

Drive ~-

|8




T}ﬂgﬁd} Q. My question i1s: what does a finished industrial
‘ park warehouse site have that the subject property does
not have?
“A. Well, it has all the public streets, direct
access and direct access of eésément on public streets;
it has probably all the public ganitary and storm sewer
lines installed in or deaf the street righté-of—uay; it
has water, and gas 1if that's appropriate, and utility ?
1ines that are installed right up to the very edge of
the site, sometimes through theiaites; and generally,
they are already rough graded. That is, there isn't an ;
aiful lot of fi11ll or cut to be done to deveiop any single |
site in an established subdivided, planned narehousé hark.
Q. Can you point to some examples in the area éf a
‘such finished sites? | | '
‘ A. Yes. I guess the most contiguously :ecenf
buildlng park would be the Edsall Industrial Park near-

the intersection -~ surrounding the intersection 6:

Pickett and Van Dorn, Eisenhower, and then the Bush Hill 2

Industrial Park extending eastward from there along

Eisenhower, one that's about seven or ten years old now

is the Shirley-Duke Indﬁstrial.?an, smaller but very

well planned, due south of the Shirley-Duke Shopping
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Center,on the southside of a residentlal neighborhood
there, and then there are éome much older parks that are
not, obviously as well planned beéause they've been there
an awful long time off of U. S. 1 north leading to
Arlington County.

Q. And the retall sales in these sites are

typlcally of what size? |

| A5 Qell, in northern Alexandria, probably as 1littl
as a third of an acre in some}cases.'.ln the b;gger parts
to the western part of Alexandria, they are typically
one to five acres,

Q- And'you said you did have comparable sales
data fpr_thé sale of these finished sites?

| .A. Yes, sir.

Q. Jﬁét roughly for the moment,‘uhét range would
that be?

A. _ The range 1svvery narrow andsurrounding the
time of Januafy '72,»gather consistently from a dollar
and a half to two and a quarter a square foot,

o Q. These are for the fiqished'sites?
A. For finished sites.
Q. Did you determine whether or not the subject

property because of its size or any other factors, would




N Ere=y

demand the same price at thattime period?

A. Yes, dr. I believe for two reasons that we
command the highest price in that»range, $2.25 a square
foot, for all of our net usable land; one reason being
that whcever developed this park, 1if he hypothetically
purchased 1t in January of '72, with the very high

development costs we have, would have to do s very good

Job of .developing 1t and advertising it and promoting it.

And 1if he did @ good job, I think he could get some of
the highest prices for retail sites in the city.

Q. You say he could sell it retail for what?

A. I have a consistent average valuation for all
of the land at $2.25 a square foot. This means that
:some of the larger sites would g0 maybe for $1.75 and
aome of the smaller sites would go for as high as $2.50,

Q. Iz this before or after development costs?

A. This 1s after putting in all the public and
.private 8ubdivision development reaturea that I think
would be required.

Q. . Now, can you tell the Court how you relate
these retail prices to -- 1g it proper to call 1t a

mholesale price that the purchaser of the raw land uould

pay?




Eﬁaﬁf{} A. Yes. The raw land i1s & residual ln value; 1t's
a8 residual amount of money representing the present worth,
the present dlscounﬁed worth, of the net difference
between retall sales income and development costs through-

- out the entire anticlpated period of developing and
marketing this tract'of ground. It°s the present dis-

counted worth of the net difference.

The discounting procedure is similar to the
capitalization of income from an 1hcome producing property
only in that you use the same kind of compound interest
arithmetic, but you use slightly different factors;
because.the developer of an industrial park or any other
kind of a big subdivlsionvis normally a dealer, he'eg
éertainl} in dealership status, and he's hormaliy paying
about half of what he profits --

Q. Beéoreue get Into those factors,.let-me ask
you this: is'uﬁat yoﬁ are testifying to now a theoretical
: approach to the‘value er how, if at all, does 1t“%é;ate
to what the market does?

A Well, 1t's related directly fo the way the
mérket ogerates, The only difference between the arith-
metic or the machinery ang_computer that I use towggt the

answer in & few seconds or a few minutes and the one that




2 347

some developers use is that some developers don't possibly
haﬁe a computer'in their office, and they do it by long-
hand, using compound interest factors from textbooks, or
in some casges they just use an overall rate ér an overall
profit-to-cost fictor, and make 3 few fudging-type dis-
counting procedures back to present value.

Q. Do you knou of developers op clients of yours .
who do use the development-approach method?

A. Yes, sir; both clients and industrial developers
tbat I;ve talked ﬁo in connection with pieparlng for
this case.

Q. Well, do you know of any that would not uge it?

A. Not for lérge tractas. I can't think of anyone
tqday, because today land is such a big part of the over-
all éost of doing anything. It has been pushed up 1in
price 80 high over the past 20 years that it 18 a very
majer consideration,,and land development costs -~ I'p
noﬁ criticizing thlé -~ have been pushed up, too, by
8tiffer and stiffer requirements of cities, eounties and
other communities on the developer in doing what he's
going to do with land.

How, all of these costs being 80 very high in

proport1on to what they were 15, 20 and 25 years ago

when land by the acre, large acreage, just sold generally

23
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at about the same price, almost irrespective of differences
in physical characteristics and development costs, today
has to be very carefully weighed as betwgen what you can
get out of it and what you've got to put into it in t he
vay Ar periodic costs.

VQ. Has your research into actual sales in the
area indicated that the development costs are a functibn
’of the market price? |

A. Yes. But I couid only find tmoiauch sales

that were around or about the time of January '72.

Q. Would you describe those sales for the Court,
please?
A. One would be the 3l-acre -- Just a minute --

34. One would be the 34.3-acre tract purchased by

' Drug PFair Community Drug Company, Incorporated, Just

agalnst the west city boundary in Fairfax County, at the g
uestern edge of the so-called Edsall Industrial Park, 5

“ in 1970, 1n October, for which 34 acres Drug Pair paid !

an average of 50 cents a square foot overall. And the

reason this price was low 1is because there were substantial§
development costs 1nvolved in making the site read§ for
Drug Fair's newer and larger distribution warehouse and

main office headquarters for this Washington region.




168071 Q. What was the date of that sale?

A This was October 1970.

Q. What do you mean by substantial development
costs in relation to the property?

A. Well, their initlal estimate -- and this goes
back to about 1971 or '72, when I first talked to the
Drug Falir offlciéls who were then already in the process
of rliling part of thé Iénd, grading it, riprapping the
little stream bed that runs through it and takes about
seven acres of usable land out of these 34 acres-- at
the time that I talked to the officials the estimated
rdevelopment‘costs, at that time, were about $3h0,000;
Later, of course, they had increasing expenses because --

Q. ‘Well, the property Qas purchased on the bgaﬁg
of those estimates? |

A. Oh, yes. I checked with the broker that brought
the two parties together; the seller, Jimmy C#fritz;-the
buyer, Drug Fair. I talked'to the officials in Drug Falr,

and they had engineering estimates on development costs,

preliminary to their negotiaﬁed,'final agreed price on the -

property.
Q. . Would you say, in your opinion, that the
market price was the function of the development costs of

that raw land?




f&ggq] A. Very definitely in the case of the Drug Fair

sale, ' :‘

Q. You mentioned one other sale?
A. The other one has never been developed, and
yet the seller, a group of -- a syndicate, really,.of

active and retired military officers making up what wés
cailed’ﬂdams Propefties, Incorporgted,Awas well aware of
the.handicaps of thelr iand site when they sold to James B.?
 311nkoff and Max M. Kampelman, Trustees, for Franconia ‘
Asgociatés, a New York headquartered organization, some
30.68 aéres in a large, flat triangular shape just south
of the ﬁew Springfield Shopping Héll’and to the east of
ﬁoisda;e Road.
| Now,‘these sellers, Adams Properties, knew full
well thé handidap of their.property. It had a2 big sewer
main trﬁnk line going through 1t, but it had to have
treﬁenéﬁus fill before it was ever suitable for a possi-
bie futére commercial or a warehouse parkvlocatidd,
abuttiﬁg the entire northside of a very long railroad spur. |
So they had rall access, but because they had :
tremendous development costs involved and no immediate
market in that"particularw;qpatlon -- this 1s between

the Franconia warehousing of GSA, which 1is to the south,
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and the Springfleld Shopping Mall, to the north -- these
sellers must have realized it, because they sold the
land at the eQuivalent price of 30 cents a square foof
to these people in New York. The people in New York
happen to be the owners of the Springfield Mall Shopbing
Center, and they bought it -~ as I found out later, by |
talking with the brokers and the engineers involved -~ |
for a8 future possible expansion southward of the Springfleld
Shopping Mall. E
But it was still industrial land, zoned I¥P in i
Fairfax County, and 1t would have had tremendous develop-
ment expenses to bring 1t up to immedlate use, 1f 1t ueré
for immediate use,.
‘ Nou, those are the only twe propertles that 1
1 could find that would to me clearly indicate that develoﬁi
ment costs are the only measure of determlning land value.

One was developed; the other was not developed; and the

other might not be developed for some time to come.

'{jkgijq. Now, the two properﬁies you'tve eited of around
30 acres of raw land, Mr. Hodges, in what way are they
comparable to the subject site uith regard to location,
access, and so forth?

A. The Drug Fair site, we have to now look at
»ﬁho purchased the land as mellias the 1land i1tself. The
Drug Falr site to Drug Fair 1is, 1n my opinion, far more

valuable than our site would héve been, because it's

A1




located closer to more restaurants, more retaill shopping
and other amenities of which a number of the empioyées
in that building, which is both a warehouse, a distr;bu~
tion warehouse, stofage warehouse, and an cffice, are

{~2a5]

- working from day to day.' They have 8 much bigger percent-
age of thelr building turned into office space than woeuld
-any of the hypothetical warehouse buildings on our
subject property. |

So you really have to conéidér.both Drug PFalr
and the land, and to Drug Pair, that land is far more
valuable than the sﬁbJect property would have been. Its
physical characteristics are also different on aany
points; similar on others.

It did réquire éonsiderable fi;l_and compaction.
There was some of the land lost, approximately seven
acrea, in either Indian Run or Turkey Buh, uhateveP that
little creek is called -- I've heard it called both ways
.- and‘it has a different shape, Kow, those are the
similarities. | -

It has a different shape from our land. It's
not éxactly a sqguare, put'it doesn't have over a two-to-~
one length and width ratio; it has less than -- itg
length is less than two times its width. It has frontage
-on the north on‘Edsall Road, and abuts directly on its

| esst slde against the end of Eisenhoner or Pickett, I

think 1t's called.

Q. And the subject property has a ten-to-one
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length to width ratio?
A. About, yes. A little over a ten-to-one length-
to-width ratio. So the Drug Falr site is dissimilar in
shape; it's dissimlilar in direct access to not only
streets, good, blg streets,

Q Well, do the disaimilarities in the two
properties make one more valuable than the other? 'If_so,
which?

A; No, sir. I made no attempt to éompare the
vaiue of the Drug Fair's site with ours. I made no 
attenpt to‘appraise the Drug Fair's_site. I do not
think, in‘my-professional'dpinlon, that 1¢'s possible to
really use the Drug Falir site as a comparablé sale for
the basis of appraiaing the subject property. I did not
use 1it, nhatsoever, for that purpose; and it would only
be 1f I had about ten sites slmllar to Drug Fair =-- |

Q. Well, for what purpose do you cite the Drug
Fair site? o o :

A. I use 1t for only one purpose, and that is to
reassure myself from market evidenée and from conversa-
tions witﬁ the purchssers on what they had to do to
mé?e it usableuthat the ﬁgyglopment cost approaqﬁj;g_not

only a valid method, but an absolutely required method
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at finding the value of the site in the subject property.
Q. What about'the other site, 1its 1oéation and

what you would consider as any factors there that make

1t a comparable sale?

A Again,'while I did not use the Adams Properties
sale to the peocple that own the shépping center, as a
comparable or as a basis for appraisal, whatsoever; it
made me feel good to know that somebody realized that
they could only get 30 cents a square foot for a piece
of industrially-zoned ground with a trunk sewer running
'rignt through the middle of it, and the realization was
because ~~ and I've talked to the réprésentatives of the
sellers -- was because they knew that it had a long way
.to go and a lot of fill before 1t became a sultable
1mproved site ready for development and they had held it
already too long for specuiative gailn, and sc they un-
ioaded it. | |

Q. Now, I‘amvgding to ask you a‘hypotheticgl
 queét1on at'this point, Mr., Hodges. Assuming the
1,330,758 square feet in the three parcels under con- .
sideration here; I'm asking you to éssume that at the

‘location and the various uses --
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L:g‘“@l}3j Q. I am asking you to further assume the projected.
land development costs to make 1t into a retail, 1light
industrial park area. Assuming land development costs

of $1, 312,746.

i}ﬂZQQf} MR. ALEXANDER: $1,312,746, or in round figures,

slight;y over $l,300,000, or roughly one dollar per square

foot of the afea we've talked about.

BY MR. ALEXANDER:

Q I am asking jou to assume that,
How, then, would a potential purchaser undep

no obligation to buy, but simply in the market -- I

think as you've described as an entrepreneur -- how would

this hypothetical purchaser g0 about pricilng the property,
- and,by the same token, how would the hypothetical seller
| govabout fixing a price on the property to a point where
- they éould meet in this theoretical market price? Do
'yau understand my hypotheticalé

A. Yes,

tTF“Svl Glven the ;and, its features, 1t locations,
its potential uses, as of January 1972, given tho

‘e
factors I've given, how would a sales price, a probable
sales price, be arrived at?

A. I think the purchasser uould phﬁae his aeveibp-

ment costs over a8 number of phaaes because he uould knos

that he couldn't sell all 617,000 square feet ot the

I/
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s1tes for that much warehousing space all at one time.

a = nd
He would commence, and I think, at the western end a

work easterly; and he wculd proportion his deve lopment

\
costs, In my example, into four phases, with phase 1 bein%

the biggest phase,

¥ ¥ ¥

fxafvng. Disregarding any phasing or anything, My,

t
—_—

Hodges, I've given you the lang area of this lend andg

@ hypothetical development cost, Now, my question is:

given this pray information, what would a potential
purchasef Or potential seller do with it?
A. All right., Let ne start at the vVery beginning
then and tel}l you the first thing I thiuk he would do.
He uould take the net usable area --
‘ Q. Is tnis in respnonse to Mrs. Sasso! 8 question?

Are you speculating what he might de or ape you teatifying

88 to what he does do in the mapket?

A. Well, I think I nould be 90 percent correct
in saying what I'gp about to say as to what he would do.
I can't really tell you whethep eévery indust#lal and

other kinds of subdividing developer looks a2t one figure

"first before another, but T think it would be logicai

to assume that he uould look at the total income from
8ales at $2.25 a square foot --
Q._ wa, that flgure 18 vhat you project would be

the most this entrepreneur could ever get out of the

' prnpert y? 3;




A.  Because that represents his 8ggregate income

oveér vhatever pPeriod of time he can get this‘xncOme;
and this development cost has got to pe below that income
or lt's not even feasible 1in the fipst place,

Q. In othep Words, ir éevelcpment costs were
$2.25 a square foot, what would happen?

A. He would imhediately know that 1¢ ¥wouldntt pe
8 Bsuccessful industrial Park, becauge thatry ali he can
sell the lang for,

Q. And how do you knéu that's al} he can sell the
land for?

A Well, because I think I Previousliy testifieq

that based on comparable sales, of which we have a good

Supply of valid 8ales indicators in and areund January '72,

that 15 for the year or two pPreceding 1t ang fo:-the

year or two sfterward, that I delieve that he can sell

all of his bulldabile land fopr $2.25 as an éverage.prieé.;=“

Q. Are you saying that tuwo and a quartgr is the
top price which he could have gotten for a finls&ed site
in that periodr |

A Yes,

SN
AU\




t’fﬁqg‘ R Then you said he takes his projected develop-
ment costs. Where does he get those?

Al From his engineer. He would hire an engineer,
the same as we did for this case, to get him a veﬁy close
estimate of development costs,

Q. Are you ;aying he ought to hire 2n engineer
or they actuaily go to the enéineer?

A. Oh, they do, in fact, go to civil engineers
all over the reglon to get development cost estimates
before they buy today; they were not doing it perhaps
25 years ago.

Q. What is the difference between now and 25 years
ago?

A. The differénce 1s that land and development
costs are such a big part of the total pfOJect cost
today that they can't get by without an accurate estimate
on such things as the land development costs.

Q. And he gets the figure from an engineer,
whichll?ve asked you to assume 1s $1 a square foot.

All right. Then, as I understand your.testimony, he
 knows what his development costs would be; he knows the

upper 1limits of what the market 1s for finished sites.

He has got those two .knowns?




- z-f’g‘oo'j A. Yes.

Q. Then what does he do? |
A. If there's a difference, if the cost is less
~than the retall, aggregate gross sales income, then he
goes into what you would call a feasibillty study. He
puts these flgures tOgetheerver a perlod of time andb
finds out whether -- matching both the negative and the
positive periodic.cash flow, the present discounted worth
of all of that cash flow over the period of time -- and
these are different peyiods.~—ne would test several

periods in this particular case; he would determine ,

whether all of that cash flow, both pegatives and poﬁitives,
time after time, would representrto him a reasonabie
profit on his equity investment, ‘-

Q.. Now, what do you mean by positive and negative
cash flow Oover a period of time? o

A. Well, 1ike in the first phase; where he 1is
putting in over $600,000 of hlé development éogt Just to
start producing the first few warehouse site sales, his
expenses exéeed his income.

Q. What do you mean his expenses exceed hié income?
Is this income producing pfoperty?

A Ho; this 1s sales income, Jjust plain, ordinary

38
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sales income. Thils is not --

Q. But, when you say income, are you counting what
he borrowg or what he resells the property for?

A. Yes, jJust what he resells the property for.
His gross sales,at an average of $2.25 a square foot for
the net salable land, will not be as much as his develop-
ment costs and the interest on his development lcan and
the interest on his acqﬁisition loan., |

Q. Let's get into this term “cash flow” now. By
cashvflou, you are saying what he has got to put out ofx
these development costs,as against what he can dispose
of the wapehouse sites for?

A. Right. .

Q. And that is the upper limit of the twe-and-a-
quarter pef—squareAfoot average?

A. Average, yes, sir.

Q. - By positive cash flow, that is money that he
gets in from.sales?

A. No. The positive cash flow is wherever the
cash flow 1z positive because his sales exceeded his
total costs for any particular period.

| Q. _Apd quative cagp_flaw is junt the opposite?

A. Just the opposite.




E?ﬂefbg:] Q. He's got more money out than he has coming in?

A. Right.

Q. And why must he know his cash flow for‘the
period of time?

A. And this 1s very important because we've got a
lot of‘builders natlonwide that are in troubie for that
same reason. It's just not the equity amount that he
puts in when.he buys the land to do all this;'ltfg the
additlional equities represented in any period where the
cash flow 1is negative, that he will be putting into the
'praperty in addition to his original down payment @nd,
he wants a rate of return, a profit on a periodie basis
for every perlod during his total development and sales
of this whole project to be at a certain lével;'not
below a certain levelf

Q. Now, again, wﬁy is he even fooling with these

figures?

A. Well, first of all, he wants to make a prafit,

overall, whether it's a three-and-a-half year's project

or a six-and-a -half year's project; secondly, he wants

to know at the very worst period, at any worst time during

the develppment, Just how much money:d his own he's got.

in this project.

27




'i}ﬂq,ozil Let's ;ake a8 figure out of the air and say
that he was budgeted,by his partners or by his corpora-
tion or by his wife; to a $500,000 maximum amount, even
though he could buy the.land for $125,000 cash doun.
He's got to lcok at those cash flow figures to see if at
some point in time se has got more than another $375,000
cash in this project, And if he has a budget of $500,000,
that ends the conéideratibn of his buying the project.
That's & supplemental reason for looking at this cash
 f1ou:p1cture.
Qe th didn't he fﬁrgét‘bﬁing a lénd entrepreneuy
and go put it into governmént bonds? q |
| A. Because 1f he could make 30 percent or more as
& land develeper, he's betten\aff ‘than buying 6, 8 and 9
percent government and eerporate bonds, and he is nilling
to take the risk,
| Q. So what determlnation does he have to make uiﬁh
regard to equity use? o ‘ ' h
A He has to look at the'diseeunted‘eash flow
value, the present worth of all of thé future cash flow,
both the positive amounts and the aeg&tlve ameunta, and
see 1f at his minimum desired rate of return,aquity yield

or profit rate, whatever yog-mant to call it, 1ir at,thgt
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rate, using that rete as & discount factor, it equates

with the original equity cash put into the property.

Q. What do you meen by equity yield?

A. It's the yield or intercst rate which aquates
ﬁhe discounted value of all the future net income from

this property, and again I use net income 88 net sales

income, with the originael equity investment. It would »des

the rate at which 1if you picked compounfi interest factors
out of a book of compound tables and applied it to each
perlod, whether 1t be & monthly period,or quarterly, or an

annual period, would make all of that future net 1ncaaa‘

‘exactly egual to the equity cash going inf. By example -~

Q Let me interrupt you there Just s minute,

A All right,

Q Do purchasers of entreprencusiil propcrtgas iaox;

at purchases in thiz area or anywhere else in the country

Just that way?

A I think that alnozt every entropreaeaﬁ~

=

develeper Soday, and thcre are becoming vcry fex of thsna?

that are successful, go through some kind of a discoanted
caah flow analysis; uhether thay do 1% uzth»an oln-
taﬂloned rotary cnlculatnr.:an aleetroaie caleulator or
turn the Job over to thnir cr&v or to their tax sttarnny

to deo 1&, either lahorionnly or repldly by some eemputer
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nethod, or whether they themselves have a cémpnter in
~their office or rent the use of a computer program like |
that on time-share, I believe that alllauécessful devel-~ |
opers of large scale projects today are using soms kind
of a discounted eash'rlou procedure.

Q. Let me put it ancther way. @iven the aaaumptlonsi

I've given, the number of square feet, the development
cost, what kind of trouble would this hypothetieal pur~
chazer be in if he bought the property for $150 or $1. 60?-
A. Well, let’s say that he bought it for $1 50
and he's got to spend $1 daveleping it. So then he* 8
got $2.50 into the property, and if he has no chance of
selling it for more than $é.25, then he has &lready
made himself a real fine loss, bémre he even started
the proj@ct. |
| Q. Let's make 1t more narsiml then, because that
uasn't the peint I want to ma ke,
Let's say he can get $3 out of 1it,
A All right,
Q. ¥hat kind of problem does he have with putting
$1.50 1in it with those kind of devélapaent costs?
A. Pérhapa none. I would have to make & quick

analyeis of 1t. 4£1.50 to $3 18 a tuo-te~¢ae ratio,
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ich 18 not too far off of the ratio we have in my
praisal. |

Q. well, what I'm trying to find out from you,

. Hodges, 18 how do you get into what you've described

this cash flow problem, or what 1s it about the

lationship of the figures that would make it go or

go from 8 standpolnt of cash flow, or what have you?

A. Well, the development costs in every case

and the purchase price of the Léﬁd, totalled up, have to

be

less than the retail value of the whole project.

Q. All right. If you've got development costs of

$1, which is our hypothesis, and you've got a top sale

of

$2.25, why can't he put $1.25 into the puréhase of

this land?

A. Because, 1f he did put a $1.25 in, he'd have

a zero profit even before paying interest to the land

seller and to the development loan lender.

Q  Why can't he put $1 into 1t? I think we ave

getting into what I need to know. Why can't he put $1

into 1t, and then he's got $1 development cost and 1t

sells for $2.257

A. He might can do that. $1 development cost

vergus the $2.25 sale would indicate some difference in
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there for a positive land value; i found 1t so. I put
about $1 development into this thing, and I have a posi-
tive land value for all development analyses from three-
and-a-half to six-and-a-half years.

Q. kell, now ,he has got some margin in there, 1f he
could buy it for $1 , develop it, and sell it for $2.25,
- is that what you are saying?A

A. Yes, He has a margin tor_pfofit and land price.

Q.  HNow, 1s this where fhis equity yield comes 1in,
applying 1t agalnst that margin?

A. Well, I wonder if I shouldn’t withdraw the
word "yield" and just talk about --

Q. Profit?

A. -=- profit, profit measured as a discounted
"bash‘fIOW'procedure.

Q. Just forget that part. Let's Jjust talk about
brofit. He jumps into it he pays $1; he puts $1 into
development coats and sells 1t for $2.25.

Now, he has a profit in there, right?

A.  You mean he has paid $1 for the land and $1
for development?

Q. Right,.

A. No; he hasn't got enocugh profit.
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Q. And he sells 1t for $2.25. On paper he's got

8 profit?
| A. No, slr. . I can tell immedistely it wouldn't
work.

Q. All right; why?

A. Because the 25-cent difference out of the $2,25
is not near enough teo take care of the money, the interest
on money, hils and the other two people's that are
1nvoived in the tnree~and-a—ha1f to the six-and-a~half
year time that I think it will take this park to develop
and sell out. | |
Q. All right, 86 he has no profit at the figures
we have Just talked about?

A He hés a loés.

Q. And he has a loss. Al}l right. He buys it
for 75 cents, puts ﬁie $1 1n and sells it for $2.25;
Whaf sort of position.1s he in?

A. nSomewne:é arohnq,a gero profit pdaitidn;-approx-
imately. That's $1.75 invested versus $2.25. If he
could'do it in thrée~and-a-ha1r years, he might make a
couple of percent profit, He would havé.been“better off
nith bonds. _;t;it taok.h&g sixéand—a-haif years,rlfm/

afraid he would have shown a net loss; at that retic you

4z
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gave me, $2.25 retail sales and $1.75 total investment.

Q. Now, dld I understand you correctly when you
said that‘the object of such a person_in_the market is
to have a minimum 30 percent ”profité?'

A. For smallvprbjects, I think the market is
around 30 percent, the small projects.

Q. Is this a small project?

A.  Very small compared to the typical big sub-
division development in Northern Virginia-and this region;
~compared to a $15 million apartment project or an
$8 million condominium, this is émall, even comp;red'to a
300-unit high~rise apartment condominium at Landmark,
which 1s now on thé market,

Q. Nou, this profit figufe 1n§ludes what?

A. This profit 1s to the entrepreneurial builder
-~ and it 1includes, in most cases, his administrative
overhead and some-advertising and promotion. It does
not rnclude,,ir he has to pay it, i1t doesn't include
sales commlissions., It doesn't include interest on his
acquisition loans or loan. It does not include 1ntereét
on his. development loans. _

Q. All right. So poﬁ we are trylng to develop

this "profit,” finding at what point he can come out




LﬁRnbj

where he wants to be, 1s that right?

A.  Yes, sir. | |

Q. And 1t is your testimony that 1s somewhere less
than the purchase price at 75 centa?

A. A square foot, yes, sir.

Q. At any glven period along this three-year
stretch, could you determine what price he could pay for

his proberty?

o

A. Yes, sir.

Q. All right; that's all I want to know right now.
Did you determine various financing rates for

those particular times and modes of financing? |

A. Yes. I let the acquisition loan vary at three

different rates.

Q. When you say acquisition loan, Mr. Hodges, what

are you talking about? | | |

A Well, let's firit eliminate the commercial

ﬁanklas 8 source of moﬁey to help the entreprﬂnéﬁ?*bhy

the land.te begih with, because he's not going to go to

& bank add get a maximum of a 65 percent to loan value
loan -- | |
Q. I'm just asking you now to_deflnelaequialtioh

loan,
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A. That's the money that he uses from somewhere

to help buy the land. It may be just a deferred purchase
money trust to the land seller.

Q.  Is the avallability of such funds & function of

price for this particular type of problem?

A. Oh, yes.

Q. Why 1s that, sir?

A The sellers typically cén get a higher price
for their.land 1f they sell on the most liveral teras,

-and they prefer to do that if tﬁey don't need the immediateg
cash. If they don't have a cash-need position, like to .
settle the estate of a recently deceased owner or parial
owner of the property, they cén minimize their capital
galn taxes by the instellment sale procedure.

'Q. Before we get into that, your statement was
that the availability of this acquisition loan money 1is

a function of prlce?

A Well, no. Put it the othér'way around. The é
price that the land has in the market is a function of
how it can be financed, including the acquisition loan.

Q. PRow, how it can be financed. What are the 'é
varlables:there? B | - |

-A. The ratio between the loan and the total price.
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Q. That is one variable?

A. That's one variable,

Q. What 1s another variable?

A. The intereat rate charged by the seller. 1In

tnié case, we are assuming that the seller will sell

with the dererred_purchase money mortgage. This is

another variable,

And one of the mest important variables,

the most important variable, usually, is how bng 1t's

golng to take to get all of this land sold and get all of

your equity back out of the property.

Q. Now, this hypothetical purchaser, khouing the
aéount of land, the development costs, let me ask you tok
-+ well, he has got to find out what terms he can get |
before he can détermine'uhether or not 1t is profitable?
A. Oh,‘yes, yea} |

Q. And by terms, you said that there arg-;hree';
factors? |

A. No; two factors on terms, and two for each of
the two loans wé are.talklng about .

Q. You told us what an acquiaiﬁlon loan was. What
other type of loans do you have?

A The construction loan or the development loan.

17
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They usually

talk about development loans 1in the case of

a subdivision,

Q. A development loan, this 1s where we get the

$1,300,000 to do the work on the property?

A Actually, 1%'s a small part of the $1,300,009.

It never gets higher thon tWO"OP three hundred thousand

dollars on this project.

Q. But it 1s sone working fund to.do these

developmentg?

A, Yes. It's some working fund, perhaps based

en, oh, mayhe $300,5006 ceiling,'énd 1t never even reaches

that on this particularp project.,

Q. Now, you said that the probable way the property

will be developed in order tb get this $2.25 price would

‘be, first, to develop some 40 to 50 percent of ite

A. Yes, sir; about 43 or 44 percent would be in

" phase 1, and 1t would be the biggest phase, because a

developer would have to show =g good public image as a
successful and interested and a developer who would

'probably finish the proJect 50 he's got to have a good

front-end appearance on this project.

Q. Allﬂright. This entrepreneur, is he going to

Just buy this 43 percent, or is he going to buy the whole

property?

e
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A, No, sir. We're talking about the sale of all ;

the land at one time for tax appraisal purposes.

Q. We're talking about the purchase of i1t all at
one time?

A. Yes, sir.

Q. By this entrepreneur. So he is goling tovgive
8 certalin price for the entirev30 acres?

A. Right.

Q. But to do that, he has got to find out how much
it 18 going to cost him per phase, 1s that correct?.

A. Yes; he's got to program his development costs
80 that he won't go broke irying to put all the develop-
ment in all at one time. Well, 1f he put in all $1, 309,000
worth of lénd developments in the first year, then he
would have gone bankrupt in this part;cuiar project.

Q. Why? |

A. Because he'd have way too much interest on his
land improvements in relation to the rate of sale that I

have projected at four different levels on this whole park.

. Q Are you saylng he has got too much warehouse
apace to sell in a year or two years?
A.  Yes.

Q. Well, now, how do you know that?




" warehousing?
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A. Just from researching the probable trend of
warehouse absorption in Alexandria City and Falrfax
County for the years 1970, '71, °72 and *73. And, while
there was a good amount of it absorbed in 1970, it tended
to slack off each year thereafter.

Based on what I found in the warehouse market
-- now, this includes three categorieé of warehousing.
This is uwarehouse storage, warehouse distribution and
light manufacturing and some klndé of wholesale and retail
merchandising at the site -; three kinds of warehouse
categories are wrapped up in this park; so as not to be
limiting on the market that would absorb it, 1t wes my
opinion that he would look at 2 minimum of around 100,000
square feetl owaarehouse space per year ;- this 1is
waréhoﬁserapace; not "'land area ~-- and a maximum, absolute
maximum of 250,000 square feet of warehouse space per
year. |

Q. And you've got 05600,000-plus square feet of

A. 617,000 square feet. It would take you six
months to get started. So that leaves you then a minimum
development time of three-and-a-half years and a maximum

development time of six-and-a-haﬁ years,
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Is there any kind of other use to which the

property could be put so that the guy 1s in 1t, he does

the development costs, sells 1t and iz gone?

A. No;

the only other king of subdivision would

be some kind of a emall, little retai} shopping center,

the shape and location of uhich is not

geod. Townhouses-~

Q. What do you mean by this word "subdivision™?

You've used it several times.

What do you mean by the

word "subdivision"?

AQ

Well, X don't think, as I said -~

Q. Az related to this site?

A. Yes,

I think ué can only get our maximum

profit_out'of'tbis site and we can only pay the maximum

Price for the site 1f 1t is subdivided and sold in

&maller parts to various users.

I don't think we can

81t there and hold it for another poasible ‘user like

Drug Fair to come along. The chances of selling sueh an.

oddly shaped site to a single user like Drug Falr would

be very, very remote.

Q.

What 1s the normél and usual cburse of éevelop-

ment in an 1ndustr1a1 park site, such as Bush Hlll,

Edsall, and so forth?

A. This follows the norm, Lo prepare the lands and
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prepare subdivision plats, sometimes not too precisely,

but to be ready to immediately subdivide the slze site
that the next user wants, Just as has been done in the
Shirley Industrial Park, Bush Hill, Edsall and many of
the cothers, Ravensworth, and so on.

Q. You take the raw land, put the development in,
and then you sell off parcels?

“A. Yes, ready to build, parcels ready to bﬁlld.

Q. And you say that 1s the norm for the area?

A Yes, sir; and it also produces the maximum
land value.

@ Is that the way you gave a range of $1.50 to
$2.25 for small parcel sales? Is that what was done in
those 1nstances? The raw land was bought developed,
subdivided and sold for that amount of money?

A. Well, thg City produced about seven of those
sales.daté; and I had elx more; Now, not all of those
'thirteen were ih developed parks, you understand. Some
of them were much older subdivided lots that got to be
subdivided ahead of any notice of‘any so-called park.

Q. vI‘m jusi asking about the norm, generallly,

A. Yes. The preponderance of the evlidence is in

5
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sales of subdivided lots in developing controlled parks.
Q. So when you say the highest and best use of
this is for long-term warehousling subdivision, you mean

you buy the raw ground; you put it in shape for sale as

finished lots?

A. Right; and then you either sell those lots of
in some cases you might even apeculaté on 2 warehouse
bullding and sell the narehquse or lease 1it,

| Q. The absorption rate of that amoﬁnt of warehouse
space becomes lmportant ror‘uhat reason? |

A.- Because of the time Qalue of money; If you're
going to borrom 75, or 85 or 95 percent of the price of
the land when you buy 1t, and borrow up to as much as

three or four hundred thousand dollars in your developaent

loah from time to time, you want to be able to pay that

back as soon as possible; because the longer you have 1%,

the more interest you are paying, and therefore you'1e 
éot to estimate how long it will take you to éevelop and
sell all this land. Because there comes 2a timé'ihen. v | ﬁ
the interest takes away ail your profit at any particular
price you mey pay for the land. | |

Q. Nbu, the'acquisitloh loan must be made for the

entire parcel, is that right?




E?Q“Q]A. We are assuming in this appraisal that --

Q- A purchaser fcr the entire parcel?

Af A purchaser, whether it be a limited partnership
_6r»a corporation, or just so the whole percel is sold st
one time.

Q.  Why aren't you considering the posslbility of
the owner selling it ofr_in pieces as of January '72?

A. He could do that, too; but he wouldn't gét &as
much out of his land.

Q You are saying tiz highest and best use 1in value
18 in selling it as an entire 30-acre tract?

A. No. fhe highest and best use 1s not that,

Q Well, the most érofitable sale for tﬁ# owner
is for the entire 30 acres?

A.  and further, i°f the_buyer intends to develop it
as a park. If the buyer just intended to turn 1t arqund
and_chOp'lt up in pieces, which the City uouldnft lef him

do anyway, 1 AOn't think, then.he wouldn't be getting
his highest price for the land. |
| Q. Who wouldn't be getting? The buyer from the
owner? |

A. Yes; neither one of them. ~The owner uoﬁldn't

get as much and the buyer wouldn't get as much.
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Q. You're saying Fruit Growers by subdividing 1t

would not get top dollar for the property?

A. I don't th1nk they would get top dollar for
the property.

Q What is the reason for that?

A. Because 1§'a_gdhg to take a heavy financial
investment in this land to produce, not just the top
dollar for the finished sites when they'ie developed,
bét to produce the raw land to begin with.

Q. So that has‘eéqsed you to conelud§ that the
Vbeat_prlce ie the sale to a aingle entrepreneur for the
;entire,30 acrea? .

p.,' Yes, sir; a reliasble entrepreneur who intends
ito develop 1t as & warehouse park.

| Q Se he has to gef an acquisition loan for the
entire 30 acres, right? | |

A Yes, sir.

Q5 At uhlch»point'he_haq X bundreds of fhonaands
of dollars tied up? | |

A. Several hundre@ thousang, 1ncludihg hi. first
acquisition loan draw, which wouldnft occur until about

six months later.
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Now, Mr, Hodges, corridering this economic

- study that we've been discussing, did you 8ay that that

could_be done in a horseback manner op very methodically?

A, No, I didn't mean it that way. If I 1mp11ed

it was a horseback manner, I was only talking about the

“Instruments op tools in the man's office or his accountantt

office or his tax attorney's office that he might use to

make the calculations, But, the calculations heve to be

precise, uwhether he takes 156 hours worth or work on an

old desk rotary calculator, or two minutes on an

electroﬂic-computer. He's got to arrive at a correct

ansmer, and i1t's got to be based on the best posslble

englneering cost data,

Q. Are’ any features of the economic analysis

'apeculative? In the sense that you pull figures out of the

air?'
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A I don't think so. I'm in touch with enough

builders and developers and buyers and sellers to where
I believe that I know pretty closely what the rates of
return are, the}prorlt angles are; and I can ¢o baclk
like anybody elee can and check on nortgage ratas and
prino rates and other rates from periodic publieatiens
of the Washington Boapd of Realtors, the Appraisa)
: Inatltuta montly bullktins, and othcr things to find
meney rates, ‘
Q@ At the time you do this analysis of what the

value of the property i3, from the standboinc of 1its
present use, can you get the factual ¢ats existing at
lﬁhat tize? You mentioned interest reates, dcvolop-cntv‘
costs, construction costs for development and so forth,
| A Well, development costs must come rrOn the
engineers. You' re going to have evidence on th.t from
Nr. Phillips. Intereat rates come 1in tuo parts: one
from the ﬁcveloper T one from the development lender;

thet would be o commerchl bank or a real estate invest-

ment trust, nostzi;kqu; and the other mOoney comes from

- the seller of the land. It-he'j golng to hﬂxxnisé the
- price he's going to get rro- the land, he's going to

take a big portlon of the prlce as a detcrrod purchanc
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money mortgage and --
| Q. My point is are these factoras that g0 lhte the
atudy determinable at any given tlme? |

A. Kistorically, very easily. They're hard to
predict from the future, but historically they're very
easy to determine. |

Q. Now, in the economic"énalysis,are_you,ua;hg
predicted figures §r are you using present market figures
when yoa{;e doing this analysis?

Ao | Eo,.ie're using present market riguref.

Q.' in other words, yoa' d be doing this as of
December 19717 | | -

_A.r Precisely. The man would want to know as
Acloae as possible Just before January the 1st what he'
Ucould anticipate out of the development and sale or this
iand before he agreed to sign this purchase contract on
the land, say,.on Jaaugry-the ist, '72. But, part of
that 1s a prediction or a forecast on his part that he
6én get $2.25 a square roat_average price on'ﬁin r;hished
lots;. -

| Q. How does he knou that?

A Really, from nothing but history, because he n

' looking at sales that were made mostly through 1971.
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Q. But he knows what the ﬁarket is for finished
industrial sites when he does this calculation, is that
right?

A. He claims to know it, yes.

Q. Now, at my request, Mr. Hodges, did you go
tnréugh.such economic analysis for the subject prcpdity?
A. Yes, I diag. | |

Q. And did ybu us; the same aasumptions that‘i
asked you in the hypothetical with regard to the écrcnge
of the.property and aakéd you to:assume a hypothet;cpl

land developnént cost?

Al Yes, slr._

Q Did'yéu use any particular eét or sets o;_'
varlablea? |
| A. I used three iets‘bf variables,.

Q. In what reapect?

‘A. In respect to r&nge of §alues of the réu landgv
as 1% sites at thst time, inrmy discounting §ro¢edurn.

Q Let's stért at the top of the outline that I
' furniahed the Court heée. f!ou;Qe'ansﬁmed the land area
of 30.55 acres, 1s thal correct?

A Yes, dr.

Q.. And from that, you have deducted land for &

ST
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60-foot street. Let me ask Jou to assume this, that any
subdivision industrial warehouse use would require tﬁe
construction of a 60-foot roaduay scross the northern
boundary of the property. Was tnat one of your asaunptions?
A. Yes, sir. I thought 80 even before the Walter
Phillips Company was hired, and I think that company i
thinks the same thing.
Q. So from your gross available land area.you've , £
subtracted the aresa reqﬁired by the roadway? ‘
A ¥hich is an appréxlnate figure, becauqe thﬁt 5
figure could be 220,000 or 260,000 square feet, because
the road isn't exactly a straight road at thé west end.
Q. But in &ny event, you mede alloaange for the
: roadiay? | | |
A Yes, sir. _ ‘ | : v :
'Q  And th$§ 1eaveg you a marketable land area?
A.  The land thet would be marketable in fee to
the_ultingte uéers of the park,
Q  This would be what would be retail?
A. Retail land. ' : : i
Q  Why would the road not be retail? ]
A. Because I think that that shénld be'dedicated | i

- %0 public use as an Alexéndrla public street. And 1fv1t i
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seren't, it would 8iaply diminish the value of the raw
land; because then it would be sort”ot a8 condominium
ownership with the various parcel owhers responsible for
the maintenance of the streets and sidewalks and curbs
and gutters,

Q. And they would thereby pay less than $2;25 a'
square foot --

A I'm sure they would, sir; yes, sir.

Q. So then you've got elightly over a million
Bquare feet of marketable land which, viewed by the
campérable sales . at retail would be $2.25 or a gross
cash return on the developed property of $2,454,0007

A. Yes, sir. |

Q. Now, then, you've assumed the development costi
which I've asked you to essume of $1,312,000?

A. Yes . |

Q. Then you have assumed an equity yielid of 30
percent? |

A. Yes; a profii ratio on equity investment, and
not Jjust the 1n1tial'équ1ty when the land 1s'purchased,
but on any remaining equity as it increases opr diminiahes
in this property,

Q  Now, this 30 percent, 1s thet a nationally
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recognized norm for this type of entrepreneurial_activi-
ties?

A. I think 1t's national, because I know of at
least six or seven very big developers who want from
30 to 60 percent, depending upon the eiie and the risk
involved, mainly upon the size andAthe length of the
time. Now, these range fro§>£he biggeat, like the
Rouse Company, the Yeonas Company, Ryan Homes, KcCarthy,
McCapthy Homes of Virginia-Maryland. |

Q. .Let me agk you did you think of the lowest side
of the range?

A. Yes; I mentioned'earlier that thie is 8 smrll
project, and‘I chose the minimum profit return.

Q. .And that includes profit, overhead and ad-
vertising and any other incidental expehse the entre-
preneur might have?
| A. Yes, s8ipr.

Q. ~ﬂow, your next 1te§ is: Acquisitibn.Loan _
Ratlo, and you have three figures, .75 and .85 and .95.
What do you mean'by that? V

A. That's one of the variables that I wanted to
test to find 1f 1t gave me a much too broad a spread of

-land value. Now, that ratio 1s the ratio of the total
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'he takes back as a deferred purchase money mortgage. HNe

‘takes back either three-quarters of the price or eighty-~

‘five percent of -the price opr ninety-five percent of the

Eprice.

Q. You've assumed the purchaser puts down 25
percent, 15 percent or only 5 percent?
| A Yes. -

Q. Now, 1s this » realistic range based upon the

market in January 1972?

A Seventy-rive 15 Quite realiatic and typical

in sales of big parcels of lana for induatrial, reaiden-

'tlal, commercial, long-range investment prOpertieh ke

large apartment properties,
: Q. You could get 1t ropr 25 percent down?
A. That is approximately typical.
Q. Or sellers were demanding 25 percent down?

A. Well, I think that would be a pretty close

' average, about 25 percent down for land. But, and the

reason I tested the other two was because this 15 a very
expensive-to-develop plece of land, and to get the last
pPossible profit out of 1t, since 1t is 80 expenaive to
develop and therefore so depressed in value, I uanted to

rind out what uould happen 1f he reduced the down payment
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to fifteen percent and even to five percent,

Q. Do you think that would be realistic with
respect to thevsubJect property that the seller uoﬁld
sell it as jow és five percgnt down or fifteen percent
donn?v

A It would be realistic 1f the seller was con-
vinced that the buyer w&s a Veéry competent industrial
developer,

Q. Would thet maximise the value of the property
from the seller's standpoint? |

A. Yes, it does.

Q- &nd then you have epplied different interest
retes, which I take i1t 1s your other veriable?

A. Yes. And I grouped that second variable, the
_1nterea$'rate, on the deferred purchase money mortgage,
15 the same trend; ﬁhat i, 1 grouped the highest interest
rate with the hignest down payment and the lowest interest
rate with the lowest down pe yment .

Q. Why would thst be” th would you‘aot>get f
louer interest rate the more mﬁney Jou could put down?

A.l Well, interest to the geller is taxable at
ordinary income rates., He'sg not 1nterested really in

tazable 1ncone at 48 and 50 percent tax rates; he's

e#f
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‘interested in capital gains. So the interest i{s not
dictated by the seller's requirements. The interest ig --
Q. You're saying a hnndred dollars increase in
price 1s worth more to the seller than a hundred dollars
in interest?

A. Oh, far more.

Q. Why is that?

A. Because the capital gains tax rate to 1ndiv1dualar
and corporations is less than the ordinary 1heome rate on o
earned interesat, |

Q. Is this actually the way the market operates?
This hlgher interest rate goes with the highei down payment?

A o, no. I simply put the nine percent interest
with the higher down payment and the lowest ihtereat rate,
aeven.percent, with the lowest down payment so I.could
get the widest possible spread of poesible values on this
ground, |

Q. I see. In other nords, you conld have used
nine percent across with the three down payments and then
-elght percent and then seven percent?

A. Yes. |

But this'gives you the spread?

The biggest spread. .

65




meg@
Q

‘Nou, the next assumption you've got here is:
Acquisition Loan Curtail. What do you mean by that?

THE COURT: Let me_ask\you, Mr. Hodges, th do
you éut point -- is that Jjust seml-annual? |

MR. ALEXANDER: This is figured'on.a semléannual
baslis, yes, sir. | \

THE WITNESS: I}m-diécounting on a semi-annual
basis, and I wanted to put those'xigurés in there to
remind me to put the right figures into the computer.
BY MR. ALEXANDER: |

Q. The ﬁext assumptlion you've got 1s8: Acquisition
Loan Curtail, 110 percent. What do you mean by that?

A. That's the ratlo of pay back to the seller of
the land in respect to your totalssles of all of the
developed land. So that yéu are mire to pay him back and
ahead of the last sale, so that hgfs'odﬁrof the projeét
and you're working on your own cash in the last few |
periods of the project; Yoﬁ're going to pay n1m back at
a faster rate than you are seiling land to thé uaérs.
This i3 principal payment onI;.
| Q. It you iell a lot for $10,000, how much of

that goes to the lender?.

A Well, 1f $10,000 was, say, ten perdent of the

LG
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wheole projgct, then yﬁu would pRy back eleven percent
of whatever you owed the land seller of the original
Principal,
’ Q. The lender gets an accelerated liquidation of
his loan? | |
AA. Yes, sir.
Q. Does he get 110 percent of his lioan?
A. No; he only gets 1t accelerated at 110 perc!nt
He gets exactliy 100 percent of his loan principal back,
plus interest,
i Q But he gets 1t back faster than Just a pro rata
pay out of sales?
| A. COrrect And this 18 a very minimum curtail
ratio. It jJust barely gets the seller out of the deal
berore the last period.
Q. That's a Becurity feature required by the
lender? |
| A.. Yes, aip. _ |
Q. Now, the next assumption 1s: Development Loan

Interest. Is that 12 percent?

i
t

A. Twelve percent effective, yes.
'Q. And Development Loah Curtail, 125 percent, I

also take 1t that's accelerated?




EﬁaﬁﬂA. That's accelerated, and faster than the scquisi-
tion loan 1is,

- 'Q. In other words, the development lender gets

his money back faster than he would if he got a pro rata
return?

A. No; he gets it back based on a pro vata ratio.
of sales to total sales and of sales to expenses, but he
gets it back 15 percent faster than the land seller got |
his money back. ‘

| Q. Is that also a security feature required by
 the lender?

A Yes, slé._

Q  Is this on the low, median, or high side of
such curtailment ratio? |

A. ﬁo; that's probably th.e minimun.

Q. Nininué?

A. :Eﬂobably minimun. I have never.heard of a , 
curtail rat © below 120, for developnent Lbans, that is.

_Q.} Then you further assume gross sales, which is |
taken from the top of the page, thg_tz,QSM,OQOQ
' A Yes. |
Q. And you further assume the gross developaent

coste which I've aaked you to assume, 1s that right?
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A. Yes,

Q. Now, what do you do with all these assumptiona?

A. 3011, as I started to mention earlier, and this
even 18 in contrast_to what Mr. Robbins said about putting
all the improvements in there at one time, perhapn‘sonc
people would put all their imsprovements in there at one
time., But, one of the differences between Nr. Robbins'
described method and this, and the main difference 1is,
that in the first place my whole analysis is based on
a level monetary lituatioh.

Q Ny que:flan is: once you've gdt all these
basic figures, what do you do with them, throw thes away,
use them, or what?

A. No. Phase them into phases of income and
development costs. In the case qf my developmsnt costs,

- I put them into four phases. |

Q  Is that what this means when you've got headings: |

3 1/2 year program, 4 1/2 year program, and so forth?
A. No, no. H§ ﬁnve tb ﬁake the phases &n éay oai
of those programs. Let's take the 3 1/2 year pro;ﬁui.
The first phase devélop-ent costs -~

Q- Now, which one are you rereiring to?

A. The 3 1/2 year ﬁrogran.
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Q. All right,

A. The first phase development costs are the sum
total of the first two figures, $397,000 and $315,000, _
nearly $700,000; that's in the first phase of the develop- %
ment costs.

Q. All right., Your first phase 1is tuo]hélf—yegrs
as shown by the left-hand column?

A. Well, it's two half-years, insorar as develop-
ment is concerned. It's probably a year and a half as
far as sales are concerned.

Q. But then, the extreme left-hand coluﬁn are
‘semi-annual periods?

A. Yes, semi-annual periods.

Q. Hith your development costs staged?

A - Yes,

Q. Is that of any value to the purchaser, the
;taging of these development costa?

A. Yea; Itvminimlzes the amount of money he has
borrowed from the develdpment lender to put theﬁe land

'"lmproveﬁents in.

Q- At any given time?

- A. At any given time, and therefore minimizes

his annual or perlodic, semi-annual interest on all this
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- money, and he doesn't need the development facilities in

phase 4 in order to sell out phase 1.
Q. Under 3 1/2'yea£ program, your income column
shows at the end of the first year, income of $409,034¢
A Yes;
Q. What 1s the™"right above that?
A The "1" is a figure that k'ap- the computer
from printing out an error.
Q That could be 1gnored for our purposes then?
A We zan ignore the '1“ for our purposes.
Qe So at the end of the rirst year, he's got

income of $409,034?

A, Yes.
Q@ Is that righte
A Sales'inéone._
-Q. Income from sales of the subdivided properties?
A. Yes. | |

Q. And the‘developmeng,costs,_ﬁre_thoae cumulative
or actual costs? |
A Ho; none of the figures on here are cumulative.
AR - X None aret |
A. No figure anywhers on this chart 1s cunulative,
Q. So the income eolnan indicates ccrtain séles.

at the end of six months to the total of 3 1/2 years?
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Q. And the right-hand column indicates cos@s
incurred for the various stages?

A Staged devélopﬁent costs.

Q. Staged development costs. Where do you get
those figures? Do they come out of the computer?

A. No. I took Mr. Phillips® total development
coasts by atages and made only one adJuatment, and that |
wss to put all of his engineering and 01ty.rees in phase
1. He has a total of $82,230. : ofr engineering fees,
site plan filing fees and Alexandria inspection fees.

Q. 80 under costs, these are your actual given
figures extended over that perilod of tiﬁe?

A 7 Yes. |

Q@ How about the income figures? Do those come
out of the computer? | |

A. Ko, sir. You take the total gross lncone for
‘a park such and this, and you assume a level, periodlc
amount of aales¢ You uonldn't do this far a condeminium
high-riae bullding. You couldn't eéven get & loan to

' build that building unless you had it pre-sold by kog-or
50 or 60 percent . So that, rcr»eaanple, in the fiiat

three monthe after a new condominium building is finished,
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you'd have 50 percent of yocur sales, and then the next

9, or 10, or 12 or 15 months -~

Q. In other words, you projected a level of.salo: |
over the 3 1/2 year period? |

A Yes. You could do thet here and it would be
proper to 4o Lt. , !

Q@ Is that reslietic?

A It's quite realistic, except in the case of
speclal properties like & condominium apartment broparty. -

Q Is this néthod we are discussing equally
applxcahlo ss applied to sales of éther industrial
property? .

A. Oh, yes. Bullders began usiag it prmbly.
first on nem towns, like Reston and Columbdia; and they
did go through a discounted cash rlonvproccdutg; par-

ticularly Gulf-Reston, ré: whom I worked on a job with

t-o,éthgr appraisers, when Gulgitpok over from ﬁr.=$tﬁnp..
Q Then at the end of the p!riéd,',bﬁ hnvi '7 |
'variable 1, variable 2 and variable 3. What does that
mean, ér V-1, V-2 -- |
A Oh, those are values. In other'iordq; the
value of a land.at a 25 percent down, nine percent interest

rate to the land seller, would be $673,000. The same
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land would have a higher value, $713,000, if 1t was

purchased at 15 percent down and eight percent interest,
or still a ﬁlgheé value of $761,000 1f purchased at
five percent domn and seven percent interest.

Q Now, did you go through the same sssumptions
ahd calculations for each of the nalr-yeariy,borleds,
3 1/2 to 6 1/27

A Bxactly the saai, except that I had to make,
again, some arbitrary adJustments-as to where to put
~ HMr. Phillips' #A-phased exponee figures in.

Q  Mow, his flgures were broken down into phases
when they were furnished to you? |

A. Yea, they were brbkcn dowun, bdt I.had io ns ke
a judgment es to when the developer would need to qponé
| these monies, and the judgment became a little bit more
- difficult in the 6 1/2 ye#r program.
| Q  What range of figures, Hi. Hodges, tjbn your
lowest to your highest, did you get? |
_ A The highest pflce the land would have would be
$761,000. | |

Q. That's your value 3 on the 3 1/2 years?

A. - Yes.

Q And the lowest price would be the value 1, V-1,

4
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‘on the 6 1/2 year program; that would be $464,000,

Q.

Did you determine the mean of your hilghest

and lowest figure based upon these assumptions and cal-

culations?

A.

Yes. If you take all 12 value-range estimates,

the mean would be $602,000, and 1f you took only the

‘four values, based on the median financing teras from

the land seller, which 13 15 percent down and eight

percent intercst, the mean would stiil bs very close to

that ssme figure or $499,000.

Q
A.

Qe
A

You say $499,000 or $598,0007
Excuse me, $599,000; I'm sorry.
¥hat 1is the standard deviation -~

Well, that means that thers would be a 64

percent probabllity that the property would sell for,

in the first instance, no more than $88,000 above $602,000

and no more than $88,000 below $602,000, undesr the laws --

Q

S0 you've taken the mean and then sdded a

statistical factor for probabllity?

A.

Well, I Jjust added the figure in thers and

~showed 1t as the standard deviation on both sides of the

- Q.

Is this calculation lnythiag.liko what is done
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in the marketplace by sophlaticated purchesers of large

sites for development?

A I know it's done by purchasers of very large
sites. 1 have a good hunch that it is done by purchasers
of sites es s§all as this or those involving as mueh --

MRS. S5ASS0: Your Honor, I'm going to object.
I don't mind opinions based on reasons and fsct, bkt
hunches, even from experts, bothér me & 11ttle bit, and
I object to that. | |
. THE COURT: Sustain the objection,
Bf HR. ALEXANDER:

Q. Do you know whether or not the same proceduée
is followed with reepect to the type of subjéct.property
uc:hpvé herc?

A. I don't know it for a fact, as far asz the ammcyd‘ﬁ
discountiné method. I know they go through 50ne kind of |
i profit égalysis that hag to doblith borrowed -6ney,
interest on bdrreuéﬂ.money, how long 1it's going ﬁo take
thes to devélqp_dut,'and absolutelj an analysis between
the gross sales price they can sell the land for and
what it*s going to cost them‘to do all this., They do go
to engineers for something as complicated as this.

Lven a single-purpose purchaser like Drug PFair
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which has no reason to pay interest for more than the

“time it takes them to bulld their one building, goes
through the engineering estimate of what it's going to
cost to develop 1its land.

Q. Then it also appligs éaah flow?

A. Net in the case of Drug Fair. Oh, maybe I
didn't understand your guestion.

Q-  No, I don't think you did.

Now, when you come ub with this range or this
: mean; in what way does that add to or contribute to your
épinion, as an appraisér, for the fair market value of
the ﬁrOperty in January of 1972?

A Well, as I've explained earlier in my type-
uritten abpraisgl report, I don't think anybody has the
»abllity to predict exactli whether this thing could be
done 1n 3 1/2 years or 6 1/2 years; I think certainly
within that range. VAnd thdugh';tis not ip nj appraisal
reﬁort, I would think that a fair.valuation for‘tax
purpoées nouid have to be a mean within thaf range of -
raw land value.

Q. Would a purchaser, in youropinlion, pay the top
dollar you have specified here under First SQction,

Value 3, of $761,0007
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| THE COURT: WKhat was that again?

MR. ALEXANDER: ‘wéum a purchaser pay the
highest value he has here, the $761,000;

And I think hlis answer was, no.
BY MR, ALEXANDER:

Q. And my next question is: what will be the
limiting tactoré there?

A.  ¥Well, that top dollar 1s 4epand_e5t upon &
development and sell out alil in 3 1/2 years. If &
purchaser could really do that and sell the space, the
ground area, for 200;000 square feet of warehousing,
svery yeer for three consecutive years, in face of the
statistical evidence -- even though it sometimes isn't
very good within the City ot-Alexandria';é on how much
uarehéusiag wee actually absorbed in the'city, I don't
think he would still want to pay tc the landlseller part
of his entfepreneurlal profits. He would try to buy the
land at a cheaper amount. |

Q  Would the seller stand still for the lowest
price on your range? |
| A. I don't think he would, hecauﬁe tﬁat’a only

ébout;--
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GRA)q.  $46k,000.

I . '
oA -~ 35 cents a square foot, and I've got an

idea that the seller would probably think to himself, wel}
&aybe I can geﬁ-that kind of a price from a speculator
or all cash, and let some innocent real estate investment
irust plck up the tab if something goes wrong.
Q. Sé_it-lé your testimony that it would fall

somewhere between the highest and lowest and right
éround the mean? |

I A Yes; that®s the best judgment I can give on
this particular case.
! Q What d-aayourv higﬁeat work out u. a squarse foot
éalue and your lowest work out as s square foot value?

A !ho.highest would be equivalent to 57 cents &
square foot, and this 1s for all the raw ground as 1t;
sits today. |

Q  With no discouat for the road? This 1is for
taxing purposds?.

I. | A. Yes; for tﬁxing all.the 1,300,000-a0mething
.square feet of land. And the lowest figure turned out
'to be 35 cents a square foot. |

Q@  And what 1s your median figure?

" A. The medium would be 46 éents a aq&ér&’fqet, I
believe; 46 cents.




(#2%03) MR. ALEXANDER: No, sir. The lefthand columm is what
‘he gets in for retail lot s?ales;A the righthand column is what

he pays out in these variocus development end carrying charges.

X % x

g0




Ry | o o
Q  Mr. Hodges, can you show the Court what these
various éﬁtriei ave in the computer tapes which mmm o
using the variables and assumptions as shown on the memorsndum. -
submitted to the Court? - ' | |
A Yes, sir.

Your Hoemor, xmsanmmwmm
umhizhutvamapages. zhmepacesmzmmmﬁm
hlmst wvalue,

~ This represents a thrce-nﬁ-vhlf-m -
THE COURT: let me get it.
THE WITHESS: This represents emly a thn

year or seven-period development snalysis. o
THE COURT: Vhat is it new, highest standiug is &
three-and-a-halfﬁyeax progm? | | . |
'THE WITHESS: Three- anéwa-haqu: progren vmz m
~ five percent dowm and the seven percent mtereat fm fm

-8l
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the land seller would provide the highest land value.
S0, starting with the --
BY MR. ALEXANDER:

Q  This would be three-and-a-half years, V-3, value

A Yes, three-and-a-half years, V-3.
THE COURT: All right,
MR, ALEXANDERS Thst is related to the highast value?
THE WITNESS: Yes. | |
By MR. ALEXANDERs |
Q  What 1s the 152
- A That is the patiodic profit ratio or yield per half
m!wt&mwmi&éewlmefthiswm
The next entry would be the 95 percent loan-to-
‘purchase price ratio, meaning the seller is taking abost 95
percent of the purchase price in deferred, subordinated momey
CTHE COURT:  Right.

THE WITNESS: The next entry would be a threesand-a-
half percent per half year, equivalemt to seven pexcent for the
vhole year, the rate of interest on the defarred purchase money
note, | ' |

"nnmz'ﬂgura--
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BY MR. ALEXANDER:
- Q Ewvery time you have the word, periodic, that means
that you take a seml-anmual pariod? |
A In this case we used a semi-ammal amlylll.
could have used quarterly or MMy-Mt that nmm‘t have y
réally changed the price mtemuj. o . | |
The mext figure would be 110 percent or 1.1, vhieh
is the payback ratio on the acquisition leen go that befors
the end of the three-and-a-half years the seller has alveady
been paid back in full the principal amoumt of that mote, Ne
is mmm&mnmmmmw-mmw'm |
sales every peried with nmt to total 3:«: sales in ma
ease. Every time.. | _ .
Q Accahnud payback pniod? ,
A hccelerate payback figure vhich awsures hiu d wot
winding up at the andof thaprojaetheldiuamamm
of security debt on the property than for which there is :
property salable to pay him back, But even that is a high :
risk payback. | S
Q  We have been through all that. Let's Jmtsaw
:he tapes now. | S
A mmtmvmmummmmm
interest rate equivalent to 12 parcent anmmal interest ,utt
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for the development reasom.

The next figure would be 125 pexcent or 1.25 payback
schedule on the development loan.

The next figure is the necessary entry of all the
gross sales at $2.50 a square foot for all the salable 'pi'aparty,
and the last of those -~

MBS, SASSO: Teo-and-a-half? |

THE WITNESS: Two-and~a-quarter, I am sorry. Two-
and-a-quarter a square foot for all the gross sales. 4And tha
| naxt entry would be the total estimated development axpenaes

- from the Phillips deﬁlopment cost estimate.
| Now, the next figure - :

THE COURT: Right there, what is the saies‘? |

THE wxmss.- Weil, I only used as sales emes
the develupment costs of $1,312,746, 'Imx imve got to spend
that to get the retail value of the laad
| THE CUUR‘I. No sale expenses included?

MB. ALEXANDER: That's correct,

THE WITNESS: A little bit, the 30 percent ammual
préfit ratio to the en!;repmneur imludes soma overhead and
adverti.sing and premoticn.

'BY MR, ALEXANDER: |
Q He is t.alking about the $1 312, 0007

iz




{4317 THE COURT: I don’t understand that because Mr,

Phillips testified that the development costs of §1,312,746, |
didn't he? -
THE WITNESS: Yes, including ~-
| THE COURT: Engineering fees, site plan, filing fee .
and ingpection fee? |
MR. ALEXANDER: He means in this line, 07, yeu cam
strike sales; this is just develepment expenses.
THE WITNESS: I'm sorxy. 1 ses what you mesm.
My printed forn did say sales expenses.
THE COURYT: DBut that figure does mot imclude smy
sales expenses? | |
THE WITNESS: It does not. Inmmlt&.tg—]
'was printed like this. | PR
| THE COURT: That's all right.
THZ WITNESS: It was because we used a lot :u .
condominima development now. ‘ o
THE COURT: I juu want te understand it as mt x

THE WITNESS: ALl right. .
Then the next entries which alternate back -u z-m o
between income amd expenses are the sams ﬁmu M - lh |
first chart you saw but in axnmuu mui.!li o




ARY2]  Tue courT: Right.
MR. ALEXANDER:Y You put. down column one and columm
two alternately to feed in this next information, is that ri.ght?
- THE WITNESS: Yes.
BY MR. ALEXANDER:

Q Up to this point r.his is information you fed in?

A This is all we feed into it.

Q Then t:he program takes over?.

A 'mentlwmchimtakeswerandthrmghwhatym
would cell a trisl and error procedure, testing different
values, it arrives at a precise value a lot more précisely
than the appralser can operate, 'at which the equity investments
if you start om the next page, at which the equity investment
which is the second figure there, $38,054 ==

m COURT: Wait a mimute, I don't have that.

THE WITNESS: That is the equity cash which ix five
percent of the figure right above it, because he is putting
" five percent down so that equity --

THE COURT: Let me seer that. That is ﬂvé percent?

THE WITNESS: Of $761,000. |

« ALEXANDER: 'rhe Couxt wi.ll recall l'.hat.
- THE COURT: All right. Putting in five pemnt of

that, giving back the purchase momey mortgage of 95 percent?
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m33 THE WITNESS: 'ch, sir,
BY MR. ALEXANDER:
Q Sohehnsfinpcmtuohimaud.mmmyi
A &Msmmlequityimsmnt.hhmu
have more later, but hig initial equity hvum:h m,m.
THE COURT: ALl right. T
THE H’IM&S: The next six lines I wulmw'
muatmmmymMﬁuWﬁM&ﬁuf' -
pericd, mmammxmh-mmmtmmu
.~95mmatafthamhaaepﬁe¢¢r$723.ma V |
| mlonMImure. x:prmuaemm
| :hatisamuﬂm mmtunxenmumm
e interest for that period which is aix menths is 35,
| THE COURT: mthhunumtb%m:
THE WITNESS: Iaunstnth”mnﬁﬁt
‘s7zs.oooznmmmmfwmmhaly. e
mmumefmu.mummmwm
_Msttummmmqummtuufw

"'peuedwm.hunxmmusmus. He has te dvew thet

mhmyfmthleﬁer%ththvh:ﬂ;ﬁulm
expenses were in that pariod.
BYHR.ALEXANDER:

Q hthlttheenlymtor-unadmaﬂm

g
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figure? _

A Yes. The draws are minus and the curtails would be
plus., VWherever you see a mimus, it is a draw in cémection
with the development loan curtail, on the d'eveAlopmanz loen
principal. So he has drawn, rather than paid back, $39_7 ,363
and his interest on the total amount of the development loan
for the period is assumed to be on the average amount of that
period, not the total of $397,000, but the difference between.
that and zero or half that amount. It is the interast on the
average amount to that period.

THE COURT: All right.
THE WITNESS: The next and most mi;ortant figure is
the cash flow for that period. It is negative. It is
$37,227 but because it is mot an absolute axpeudim_ !;:_oda.y
but will be an expenditure over the next six mmths, then that
is di.scwnt.ed back to the present value by the mhine at 15
percent or, excuse me, at 30 percent per year or 15 pament
per half year. That is prof_it ratio or equity yi-eld.v
~ Then all the other cash flow figures, the next three
of which are negative, negativ;e $104,000, negativé $59,000,
negative $3, 000, are discounted back to their present values
which is a smaller figure but st.ill negatiw.
| Then we have three positive figures. He begims to

8
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make a positive cash flow in the f£ifth period of $14,000~scme
odd and then $272,000 and hias last cash flow is sx?a,mpm. .

© All of these figures are discomted back to pmnn:mthnd
they will exactly equal the origi.nal equit:y cash goi:ng in,
| ‘which waas §38,000, Andymcant.est it with & series of . _
| 'cempamd interest factors for seven semi-ammal pu'i«h or it
 can be tested with separate other different computer pww
BY MR. ALEXANDER: B
Q  let me ask you this, Mr, Hodgest You takemm o
fiignm at periods one through seven, is that right!
A meendfigureswherethemhﬂaﬁgmtm.
é You take theaudingfims“
"'mcwarz‘m:mymnymr _ S
+ ALERANDER: You take the ending £13m:n tax -nk
of the aeven periods so you have seven m&-aml p-ﬂ.oﬂs. -
Q Azemnﬂngﬁmeakeatmldtkaum
fimesaﬁthenymapply--. R | |
A  No, you discount each one by itself
o oo A |
Q. For wur purpocu. let's forget about that fa: u |
mmte; In generd.. m take tha teul, the avarage M
artouldisemt:erwhntz R
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A No, each one must be discounted for the time lag,

Q  Is that done on here?
A The mechanics aren't shown on these sheets, no, but
let's take the first cash flow period of $37,227. The formila
for disémm;ing that to present value would be that ameumt
times the fraction, ome divided by l,a;__-»is__..

wriodi That will be
it. |

Q I don't need the formula.

A It would be that amount divided by 1.15.

Q  But you say the proc_eduné is that when you taka the
discounted present value of Qach one of these end period
figures, you come up with a total of $38,0547

A Exmctly. But the discount fsn’t the same for aach
figum because each figure is six mnnths further my.

Letmeput it around the other way, I think this
will bhelp, Your Honor. If you invested in a aavingn acr.eunt
938,054 and six months from now you put $537,227 in there
and six months later you still put amothes $104,459 in the
~ account and 30 on to the f1fth perfod to where you began
- drawing monmey out of the account, you would draw $14,688 out
otmbankattheendefzhafﬁchmiadmdymummm
i $272,050 out of the bank in the sixth period. Fimuy, you |
would deplete your balance in the bank account at the end of
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the seventh period by drawing out $174, 380,
THE COURT: Then have zero in the savings m!l
THE WITNESS: Yes, but all the while you had any
momy in that uvings account, whatever that balance wais, for
¥y six-month period the bamk would have paid you 135 mt
interest for every six months.
BY MR. ALEXARDER; |
Q‘ mehwmldythﬁMlmmm
period? | o
A Itdmmtmanmyzuu Itujm:tm&umq
dimymhadinthahank. mzydolut. mmuham
: metmskmﬁhmﬂodo:wmmmm. _
!hayroefottth. ummaxmmu
uinus figures up, it would be far greatsr tham 83,% I
other words, the plus figure, 1f you added all thess seven
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an answer to the question about =«

THE COURT: Let me look at this,
Now, whexe does it show the figure of $761,0827
THE WITNESS: That would be the top figure om the
- second page.

THE COURT: Let me see that,

THE WITNESS: The market value of the togal proparty.

o THE COURT: I see that up there but I just don't

know where it came from. | | |

MR. ALEXANDER: It is trial and erxor, Your Homor,
The machine has tried and then comes up as that and that is
the figure. Then it shows you why.
- - THE WITNESS: It shows you why. See, that Eigure_
has to be -= | |
BY lﬁ. ALEXANDER:

@  Trial and error? |
A That figure has to be 95 percent more 'mé, excuse me,

that figure, Your Homor, has to be the other 95 percent of the
amount abova the equity iﬁvesnaent. The machine isk really
looking at equity investment an.ly' but as a result of looking
at aquity investment only and cash floy enly, it then produces
the total property p:i.ce because the total property i?pzice is
a much bigger figure :thau the equity because the equity is

2
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| cmly five percent of ‘that price and this is the cmtm m

| | gongtant here is che equity imatmt, wha:aver it is, ia only
'_ﬂve pement dom and the seller is getting the other 95 M
in the fmrm of a note. The cemputar works anatmuy. veally,

nly with or mainly with cash flow, But the higher the pmc -
the more interest on the loans. The lawer the prics, % hﬁ
inﬁerest on the loens, 39 it bas to cansider the pﬂs« rvems TR

' f.lmea in its attemt to get :o che :ight: value. o
 THE COURT: Okay. |

THE WITNESS: 1t tries mrmm cad hams -

o “i.n on the correct em. SR
| | THE COURT: * On the 1mcr. aad:
'me wzmsss x.maz valm mu be m L‘i

sellmt time. six-and-a—half yeara, wtth m h}@”g mpayment
| the hizheat 1ntereat ma m m M aeller, ST
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BY MR. ALEXANDER:
Q. Mr. Hodges, in your projection of the market value
of the subject property, you have used & method which has
. three or fouf variables in it, is that correct?
A, Yes, several, five'or six, I suppbae.
Q. VWhen you change the variablgo, does that affect
the validity of the method in any way?
_AA. Nﬁ.
Q. In what types of sales is this method approved for
by the various appraisal qocleties,'and iastitutes, aﬁd 8o
forth? |
A. For any property of any classificetion whera the
more dixccé And mich simpler to use direct sales comparison
isn't available for one reason or anotﬁer.
| Q. Now, the various sales in Shirley Industrial Park,
Bush Hill Industrial Park, Klexandria ndustrial Perk, Edsall

and so forth, were they retail sales of finished sites, or

. were they the wholesaling of a raw site?
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A. They were probably in all cases finished site salcl‘
to qlthnato users of the land. |

Q. They were not wholesaling of raw ground, in other
words ? |

- AL itfl possible that one or two might have been.

bou;ht speculatively, not just because the sewer moratorium
stopped them at the time, but with some anticipation cf a
'reﬁnln at a hlghar price. | |

Q. What do you mean by this word ".poculattvo "7

A, WVell, a speculator i{s one who either doesn't have

any ability to do anything with the land or doesa't wish to
do anything with the land and merely anticipates baing sble
to sell it at a higher price in come vo:y‘ncat future time,
and still meke & pro!it after paying ihtczont on his iavest-
ment and the real estate taxes during the ﬁoldlng period.

Q. Do you project i speculator is the most probubl§
puichalcr'for the subject probcrty? | |

A ~ No; unless the prtcc was a real bargain.

Q. Can yon characterize the mt probabl.o purchnux
of the .ubjoct property? o

A. 'Yet. it would be a medium to ssall developer who
hna just enough cash, just a few hundred thousand cash, to

. carry this project to cooclusion and has the ability, and th.
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knowledge of the industrial warehouse market, and wants to
stay occupied doing this very thing for a number of years,
Q. VWould he be the entrepreneur?
A.  He vwould be the entrepreneur and purchasér of the
property.
Q. And the money he has to put iato the property,
could that be termed "venture capital'?
| A. Yes, venturae or equity capital.
Q.  And what types of payments make up this venture

capital in & project like this?

A. Well, to begin with, it's the equity cash he pays

at settlement.
Q. Down payment -~
A, bwn payment, »
Q.> == Would be part of his venture capital?
- A, Yes, if theie is a down payment. Just recently,
I heard of a tract of ground offered for no dovwn payment.

Q. But in any event, venture capital would be his

~ down payment?

A, Yeé.

Q. What else?

A. Any other negative cash flows vhere the caah flow

from the project is negative because his developnnnt expenaea

%
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and interest and carrying charges exceed his sales for the
cumulative period up until that point.

Q. So his carrying charges for the property over and
above any sales he makes would also be part of his venturcl
capital?

A. Yes.

Q. So you've got his down payment and you've got his
net carrying clmrges, this i{s his venture capital?

A. Yas. |

Q. Is that the smount on which you figure the equity
yleld? | | |

A Yes.

Q. And how did you arrive at this 30 percent equity
ylol.d for the mt probabh puxchnur or markst for the
aubject property im Januny 197217

" 'A. 'Both by extrapoht!.ng the appat.nt yhld ftot )
sctual developed property im previous years and by conversas-
tions with officers or staff members of land developing
firms, some national in characteristics and some local or
ugi.onal in clnnctorutlcl. "And this is mroe. oumber
of yun. | B | | |

Q. 1Is this a medium figure for the development markst

in that periocd?
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A. No; this is the bottom absolute minimum figure

that most developers hope tec get in going into any size
development. |
Q. And 1f the analysia\shous that the project would

not probably'pfoduce this yield, what happens?

A. Then they either don't buy or they get the prop-
erty price down until they can get that kind of a yield.

Q. Why are they enﬁitled to a 30 percent before tax
equity yield, in your experience?

A. Primarily the risk involved in having to stay with
a project for three, four or five or six years, since there
are so many vartablca that affect the real estate market for
over a long period of time. For exanple.'martgagc rates
can go as they did between 1960 and 1970 up fron six -- in
1966 to 1970, in a span of four years, permanent mortgage .
rates for all kinds of properties went up very rapidly, fron
6§ to 10% pirccnt,AechPt for residential. In the case 6f
residential properties, it was sustained at 8 or 8% or 8%.

Q. Just give me the factors without details behind
them. What factors entitled them to this 30 percent?

A. Because of th@ rilk i{nvolved with all these future
~ varisbles: the demﬁnd for space of a certain kind, the de-

mand for -- I mean, and the conétruction costs going up from

18
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time to time, or possibly going up, the fact that in almost
every such venture as this, the bulk of the cash flow, the

bulk of the profit that the entrepreneurial developer will

get doesn't come to him except in the last several periods.
He has to wait until the fourth year of a six-year project

to reaily make the most of his profit out of it, or he has

to wait to the third year of a four-year projéct to get the
bulk of his profit out of it. And this 1s a lot different

from buying and operating an investment property.

Q. Like an apartment?

A.i An apsrtment, office building, hotel, motel, shop-
ping center. |

Q. That are already there? Built and operating?

A.  Yes, and tﬁa.tenanté are already in the building,
and the building, say, 90 or 95 or 97 perceat occupied with
tenants. Those properties can be sold on an equity yield
of as little as perhaps 8 percent; thia is an equity yield
after taxes. This equivalent to a ten or 12 percent yield
before taxes. But, here the risks aren't nearly as great
because all of his income is already there and it's coming
id regularly and 1f it isn't overly financed, then the in-
come is positive from the day he buys it. It's never nega-

tive,
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Q. Let me ask you this.

THE COURT: What do yod>ca11 that?

MR, ALEXANDER: That is the equity return on pur-
chase of investment éroperty that is already there and oper-
ating.

BY MR. ALEXANDER:

Q. Vere there such opportunities for venture capital
returning at least 30 percent equity return in January of
19722

A. Oh, yes. In January of '72, I analyzed -- no, ex-
cuse ze. In the latter é&rt of '72 and the early part of
'73, 1 énalyzed four condiminium conversion projects.

Q. Uﬁbuilt, just preposed?

A. No. They vere converted and all sold by the time
1 médé my analysis.

MRS. SASSO: Your Honor, I object to an anélysis_
of>condimiﬁium_conversion projeccé to give data‘to support
the raw land value.

| - MR, ALEXANDER: No. My questions Iis, Your Honor,
lifrthe man dide't go into this project what else could he
h#ve doné with his money and gotten 30 percent or better
equity yield oufvof it, which seems to me determines_the

market. You're not going to sell bonds at four percent if
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Q. My question is, are you aware of a market for

this type of venture capital in January of '72, a wide-
spread market, now, that produced at least a 30 percent
feturn on the equity?

A. Yes, new and converted condiminium projects were
p;oducing fantastic yields on equity iavestments.

Q. What about subdivison property, raw land?

A. Up until the Sewer moratorium hit Fairfax County
in about Septémber, '72, the yield to the biggest developera
vere far more than 30 pexrcent. The small developers were
- hardly able to get anything down at all because of the rising
construction costs and delays and red tape involved in sdb-
divisiqn Plans and zoning and so on. So I had to stick
mostly with the large developers of which there are not
more than five or six in Nbrthern‘VLrginia.

Q.  And what type of equ:l.tyv yleld were they typically
returning? | A

A. For a large project, say, a'tbouaand aciea -
since I once made a preliminary analysis prior to possibly
doing this thousand acre project -- the return was then
anticipated at 50 percent on equity cash, For n-nll'projecta

there could be as little as 30. It would have to be a very
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small project, such as a 100-house subdivision.

Q. Below 30, do you start becoming in competition
with other more safer, more liquid investments?

A. Yes, A 30 percent return on investment to a land
developer, who doesn't happen to be also owner of & number
of tax-shielding investment properties, is the equivalent

-of, say, a 15 percent after tax return. And rather than go
below 12 to 15 percent on a neﬁ projéct on 38 land develop-
ment after taxes, they will instead make an attempt, if they
are qQualified -- this depends on who they are if they are
quslified and experlenced and can get the financial mortgage
backing -- they will go into an apartaent, or an office
buildihg, or shopping center, or a2 number of warehouse pro-
‘jects, because they don't have to worry about staying in
~the project for five years to finish the develppment. Once
they buiid an apartment housé and get it reanted, that {8 the
end o£ theif risk position insofar as the management and
entrepreneurialveffort is concerned. The rest of the job.
after tﬁat is up to the property manager and the rental
manager.

Q; What did your investigétion disclose with respect

to the market for a single user of the entire 30-acre tract

in January of 19727
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A. I only found one sale, the Drug Fair sale, in

which one single purchaser needed 34 acres, or 29 acres out
of the 34 that he actually got, and I coul.dn"t see enough
‘evidence of that kind of a market to constitute a market,
s iinzlc market, for the subject ground. I Just dida't see
how wa could have that msny Drug Pairs every yesar to peramit
the developer of the subject Fruit Growers land to think
a&bout buying it at a higher price hoping that he would sell
‘the whold thing overnight to one user. |

Q. How, {f you have three tracts of raw laod, Mr.
Hodges, ranging from 25 to 335 acres aﬁd selling from 40 to
50 cents per square foot --

THE COURT: Excuse me, Mr. Alexander. Whet was

that questicn?
BY MR, ALEXAMDER;
I Q. I am saying assumiog you hin three tracts of
undeveloped raw land betwesn 25 and 35 acres LﬁnA sise and
selling from 40 to 50 cents a square foot, why would thou
not be eﬁmsbl« which nu-ld permit the application of the
market-data approach, im your opiaion?

A. Because you ceuldn t with aay muny at all find
tlu lubjcct land value comparing with those three plxtlcul.u
comparables unless they were extremely similar in every |

- | /03




(feesz]
characteristic. They would be similar in shape and size --

shape; we've already said the size 1s similar -- they would
be similar in access, similar in frontage, similar in ex-
poluré, similar in market demands for the location, similer
in developument costs and similer in how long it would take
to subdivide parcels of that ground to sell .out.

Q. Did you in your analysis find any. such comparables
to the subject property? | |

A, At fixst I thoixgh: I hnd three beautiful c§npaubleu.
Then when I found out that thé development 'c_oeta vere €0
extremely differeat, in one case tha user wanted 21l the
land at once for his single use; in another case --

Q. Let me ask you this. Would the market say because
vJoo paid 40 ccntll, aod Drug Fair paid 45 cents and Sem pai.d
30 cdnt., I'm_ going to look for a plece of prpﬁtty for 45
cents. Does the market do that? -

A. ‘l'hé market docs it only for this putpou: I think
I've omitted saying this and if I have it is a big mistake
.on ny 'put. The market is interested in .thc facts, if they
| caﬁ be found, that somebody else down the street paid as
little as 30 cents a square foot, or 40 cents or 50 cents

_ a square foot, because the 4pouon that 'nl;ht have bodsht

that similar tract down the street for 40 cents s sGuare foot

,IO4
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might be intending also to build a warehouse park.

| Now, if that was a warehouse entrepreneurial de-
veloper that bought that land down the ﬁtrcet at 40 cents,
this will excite and greatly interest the hypotheticsl buyex
of the subject land, because then he'll want to know if his
compet itor down the str;et can subdivide and develop ware-
houses without spending as much as $1,300,000 in development
costs. And if he can, then he knows thaf. his compatitor
down the street can possibly sell finished sites for less
than he can or can lease warehouse space, if that's his fa-
tention for less than he can, and this might discourage hia
from buying this land at this kind of a similar price or
"even something close to it. , |

Q. Well, are you saying it is the development costs
that make the sales dissimilar? - |
| A. It is tl_m development costs i:hnt -~ yos, the do-:
velopment costs, how long it ﬂlli take to develop the land
| and ul.l. the lots. - V.
| Q. ngth of time? | o

A.  The length of time, the {nterest paid to the lsod
seller, it's all those other factors. | Apnd as 1 say, though,

he ctiu wants to know what the other und has sold tot.

" That's simply to protect himself fro- ce-petiuon, from fhrcc
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- competition.

Q. Now, at}my reﬁueat, did you do a pro forma adalyaic
of what ﬁhe pi:obabl.e sales price would bc if you had a pur-
chase and then an instant resale of the subdivided lots?

A, Yes.
.Q. Is that represeated by Chart 1 up there?
A, Yes,

| Q. Could you tell the Court what that means?

A. Yes, sir. 1In my appraisal of thisvproperty -- aod
I'm using round £igurea'in the last three digits there -- |
in my appreisal of the property, 1f we assumed that ail the
land would sell other than the street area at $2.25 a‘aQuaie
foot, then we have gross sales of $2,454,000, and 1if oﬁ:
dqvclopﬁnnt costs are as Hr._?hillipa has tea;ified, and if
wkoont in there and made no pxofit at all and did all thie
development and sold the sites overnight, no time delay;
| ihhreforé no carrying charges; then we would have a raw land
value as it sits today of $1,141,000, uhich is 86 éenta i
§Quare foot. _

Q. That assumes the retail sales at $2.25 for the
- salable land?

A. Yes.

Q. And it assumes the development costs as furnished

ol




[Fees ]

by the engineer?

A. Yes. ‘
Q. But it assumes n§ éroﬂt by t‘he --
A. No profit to the entrepreneur and no time delay
io getting all this done. | |
Q. Aod this would be true even up to a yair; if you
went in within a year with these figures, you would still .
get the ~- |
A. No; if you had to spend a --
. Q. Let's don't get into that.
THE COURT: Yﬁu'ra saying the raw land value under
- that formula would be 86 cents a square foot?
Ammm: That's if you could buy today.
develop it, and sell it tomorrow uith no problems.
THE COURT: No profit, no interest, no ovcrbud!
MR. ALEXANDER: Right. |
THE COURT: Do you still have your down ply-.ll‘:t‘-
of $168,0007 | I
THE WITNESS: You wouldn't have .‘Q.’y down payment.
You would buy the land -- ”
~ THE COURT: For cash?
THE WITNESS: You would either give a check, note

or cash and tomorrow you would go to settlement and collsct

1o
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enough money from all your sales of your lots to meke your
check good to the land seller,
BY MR, ALEXAMDER:

Q. But this would be the top price you could pay just
to break even? |

A, Yes, '

TRE COURT: All right.

BY MR, ALEXANDER:

Q. And .ulut if you assigned a profit to ihu devalop-
er who is going to buy and resell overaight?

- How, dose this Chart Mumber 2 illustrate how the
profit affacts ths price thut:r can be paid for the land?

A.  Yes, | |

VQ. In what way?

A, If we #sm again an {ostant purcAlno_c, instant
development, instant ressle with no carrying charges, no
interest, no 'mu. 8o real ostate taxes, but took & profit
== we'll call this arbitrery profit figure for the property

-~ took a profit of $308,188 -- |
o ~ THE COURT: Why do you take that figure?
MR, ALEXANDER: He said it's arbitrary.

m WITNESS: For the momsat let's consider it an

 arbitrary figure.
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° THE COURT: All right,

THE WITNESS : 'rheﬁ that would simply reduce the
raw land value by that amount, by $380,188 down to $832,8i2,
which brings it down to 63 cents a square foot for the
entire site. That's 30.55 acres.

BY MR, ALEXANDER: ‘

| Q. You're saying, Mr. Hodges, that whatever the
profit figure you assign, you reduce the p:i.ce which the
entrepremur can pay for the proporty?

A. Yes; other things being eGual.

Q. And neither of these charts, 1 or 2, have any

tinefactor or absorption figure, is that correct?

A. That's correct.

Q. Now, are either the figures projoctod on Chltﬁ
1l or 2 remotely reslistic from the market sundpoi.nt?
Could 1t happon? )

A. No, it couldn't pouib.lly happen. I don't thiask
you could, unless you had a Drug Fair. Drug Fair might --
somebody like Drug Fair might buy it, but the chamces are
to small that except for a Drug Fair-type customer thh-
could never happen. It would take you'a: least six months
;oorking very hard to develop all these warehouse sites in

this hhd, if you develop them at all one time.

09
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Q. As soon 83 you go beyond six months or a year in
selling the developed site on the subdivision, is that why
you get into the cash flow analysis of QQuity yield?

A. Yes, that's exactly why; because the interest
builds up on the amount that you have borrowed to buy-thc
land.

Q. And that is part of your venture capital as'ue
defined it earlier?

A. Yes, right.

Q. Now, can you explain to the Court what that Chart
is?

A. I called it "Discounted Cash klou." It illustrates
the ladian-of my 12 land values. |
Q. Tbat's $602, 0007
THE COURT: Hold it theu jl.llt a nlnutc. :
Mr, Hodges, 1've cash fliow di:counted to the ptel-
ent value, Ia ‘that the same thing?
THE WITNESS: Yes, sir. |
~ THE COURT: That 8 the down paynnnt and the profit
and the interent and the overhead?
THE WITNESS: That's what I drew :hio chart for.
THE COURT: I just wanted to know if you were talk-

ing about the same thing that I'm talkfag about.

lio
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- THE WITNESS: Yes, sir.

THE cdtm.: You drc using a lot of terms that 1've
pever heard before, and I just wanted to be sure that I |
know what you're doing with that chart.

All right.

THE WITNESS: Using my medfan land velue of the

12 different values in my report of about $602,000 and --
| THE COURT: $602,000 {s the 12 value mean? Do you
»get that off this exhibit? |
THE WITNESS: Thet is éo::ict.

THE COURT: That's all your V-1, V-2 and V-3,
and you are taking all 12 velues and coming out with :hn
$602,000 Foughiy?. o |
THE WITNESS: Yca,._ tﬁn: 's what you call average
o mean, , | |

Using my average land value of $602,000 and payi.aj_l -
sbout seven percent dwn, or whatever the figure is, of . "
$602,000 -- | s
| THE‘C@T: Sfop there a minute. I thought under
~ that program your equity cash was five 'pcrcont? | |
| | THE VITNESS: Vell, as I explained earlier inmy
cross exaninit!.on from Mrs. Sasso, in order to arrive pre-

cisely at my mean value, you could have a ,c'o-bimtion of

m
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seven or eight or nine percent down, and an interest rate to
Fruit Growers on the land acquisition of around seven per-
cent and a development apan of around 4% to Sk years.
| If you change the dcvelopntnt apaa, you could
| change the down paymnt; or if you change the down payment,

you could change the development span. This is Jjust an
arbitrary -- |

THE COURT: What is 48 times 2877 That would be
& percentage of what figure? | |

THE WITNESS: That's & down payment which is

roughly seven or eight percent of the land acquisition coata,.
$602,000.,

THE COURT: Lat me make & note of that.

ou,o

THE WITHESS: So this would be the ddwa payment

vgoi.ng S.nto the dul, wblch is roughly seven or eight percent

- of my 3602 000 assumed raw land value. Now, we make the

- assumption that it will take 5§ years or eleven half-year

periods to develop and sell all of our industrial warehouse

sites. 4And If that is the case, then your cash £low picture

at the end of each of these eleven periods would be as

lhmm on this char:. Bw. the caah flom s simply the re- -

sult of the other six figures that we discussed in the first

1
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or second day of the hearing here; this is the cash flow:
the result after paying interest on the acquisition loan,
interest on the development loan, curtailment, if any, on
the acqQuisition and development loan.
BY MR, ALEXANDER:

Q. That's the net of the carrying charges, in other
words ? |

A; The net of salei and carfying_charjea. And lincc
we didn't have any sales in the first period, it's all
negative. | -

Q. All tight; but that is the net of thé'cltrying
charges? At that point he had $79,000 in the project of
venture cepital? | | >. |

A, 'Right, his venture 6ap1td1 started out as tﬁat B
and now it's been increased by that amount; and by:ithe endv.
of-the second period hisvvantureAcapitll bﬁd already in-
 creased to nearly $200,000, | _' |
Q. These figures are not cumulative; ﬁhay are what
| happens at the en& of each six months? . _

A. This is the cash flﬁu for only that one peridd.
These are not cumulative figures.

THE COURT: You mean at the end of six months he

would have $131,000 --
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MR. ALEXANDER: At the end of the year he would
have $184,000,

THE WITNESS: At the end of one year, which is
two periods, he would have this hmﬁnt, this amount and
- this amount, and all invested in this property. And 1
might dae that to mention a very L@ormnt point. And the
feason why so meny developers today are going iato cash

£1ow analysis. They don't want to just know how much down

Payment 1s required. As I meationed earlier, there is a
big subdivision ﬁracc in Fairfax County right now that you
can buy for nothing down. That isn't the big liability;
the big liability is how nuch a4re you going to have in that
ptcpizty and are you heavy enough to carry thh project
to'concluni.on So that is thc second and really important
nuon, one of t:be two important reasons, for a cash flow
} analyua on anything thnt takes a subatanthl a-ount of
t!.u in the m:ket in the real estate market. ,

So hete he has got $180,000 or $190, 000 at this
point fovested in this property. Now here his sale obvi-
 ously exceed hu cost. He:e in the third period his sales
exeecd his interest and curtailment -- wcll that'a ic,
interest and cu:tanmnt on his loan. Here the interest

also -- I mn,- here the sales also exceed his interest and
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and curtailment on his loan.
BY MR, ALEXANDER:

Q. He has got an excess of,incﬁme 6var carrying
charges for that particular six month's period?

A. Right; so he begins to take moﬁey back out of the
proﬁerty; He takes $80,000 there, and he takes $50,000 hers
out of the propérty, out of the development. Here in the
fifth period, which would be the beginning of phase 2 de-
velopment costs, Mr. Phillips' engineering report, he has
speat more than he receivedA. He has spent more in land de-
velopment in spite of his drav_tﬁnt ba'i entitled to if the
expenses exceed the-aales for that period. He has spent
moxe apd paid more interest and curtailed the acquisition
loan, whose owner, the note holder, Fruit Grﬁuerl, cont inues
to get curtailment principle payménts if there are sales in
that period. So he's in the hole“again.. At the end of tha
eleven periods, or 5% years, the end product is a positive
dmouﬁt. He has taken $3§6,475 out of the property, and he
hai'to stay fn it for Sk years to do all this; he has to
'm:ick with it in order to make this kind of a profit.

Noﬁ, that is the gross return out of the property,
and he aiready had that ambunt in it. So if we subtract

the original equity cash from that figure, we get a simple

s
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figure which we can correctly call profit.

THE COURT: Let me look at my notes here.

All right.

'i‘HE WITNESS: If we can forget that side of the
| chart for just 4 moment and go over to this column and chia
column, and also go back to the o:iginal eqM.ty caah involved.
‘The other half of the reason for using a discounted cash
flow analysi.s is that it helps you determlna if you are
using it to find what somebody d:ld make in the way of equity
return in the market in an actuel development, or if you are
trying to determine what you can pay for the land to sive
an entrepreneur in this case a 30 percent return on equity
lovestment. These discount factors are mot 30 but 15 per-
cent, eince they represent half-year periodl.

So 1f we take any set of compound interest tshie
~_and wt!.ce daun the 15 percent discouut factora ﬂrst for
81x months then for one year.

THE "COURT ; That s 15 percent dlacount !act:or?

I just don t get what you mean. 15 percent of ubat?'

MR, ALEXANDER: Use a positive figure,
THE WITNESS: Let's put it this way: if you invested
’$27,2-66 for six months to earn 15 percent, when you withdraw

the deposit at the end of six months, then whoever you

A
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invested it with will give you a check for $31,356. At the

end of six months you uill have earned 15 percent In six
‘months on this amount of money invested.
MR, ALEXANDER: That will be an annual rate of 30
percent; six month rate of 15. |
THE WITNESS: An annual rate of 30 percent and six
: _mon#h rate of 15 perceat. If you invested $27,266 at 15
percent per half-year, yoa will get back $31,356 at the end, .
of six months.
BY MR, ALEXANDER:
Q. There is a book of tables that gi.véa you -dﬁcwnt
" factors of 15 percent for six months? o |
A. Yes.
Q. And that's uhat that .869, and so forth ie?
A. Yes. This is just in reverse;: instead of dlvi.ding
th15'£hvestm§nt figure by that fraction -- by that decimal

figure -- to get back what you woul.d have gotten back in-

- cluding your interest, lmtead you take what you want back,
msltiply it by the factor and determine its present value.
| Now, let me say all of thue'_figuies«au today's

values, for the future r»eceipt of i:hue amounts of money.

This is the present value of the right to receive this

amount of woney six months from now. This u‘thu'pruent |
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value of the right to recelve this aﬁount of money 12 wonths
from now. Now it's negative because this is negative.

So since you don't have to invest $105,000 now
all you have to have ready to invest today is $79,000, if
you are normally earning 30 percent a year on your money;
you have to have this now in order to)make another equity
investment in this property a yaar f;om noﬁ. So that all
these figures then represent today's values of the right
to receive another figure bigger than those at some future
time. ‘ |

And if you apply all of the discount factors to
the respective but different amounts, and bo;h plus and
minuses, youwget'a gserfies of figures. And if you add théﬁ
up, they should exactly equal the amount that you put into
thé property going in; and they do, All of these figures,-

‘these ére discounted present worth figgres; that add up to
$48,287, which_is the amount of equity éashvyou put into ic.
And the purpose of this is merely to show that the equity
investor, if he paid a medium price of $602,000 for this
land and had exactly_fhese figures 1n~périod1c cash flows,

would have earned $308,000 on his original equity investment

and his other equity investments, which happens to be exactly.

30 percent return on his equity investment.
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MR. ALEXANDER: Thank you, sir,
! THE COURT: ALl right, is the $308,188 all profit
or --
THE WITNESS: That is all profit.
THE COURT: And the Interest has been paid out
of it? Aod the overhead has been paid and‘everjthingt
o THE WITNESS: Yes,' because if yéu remember that

computer tape, this is the seventh f.igure for each of thoge

periods, the first six figures being the acquisiti.on loan,

inte:est --

BY MR. ALEXANDER:
Q. No; the question was, Mr. Hodges, was the $308,000 .

before or after overhead, advertising and al'l that?

AL Thie 1s after peying interest on everything. This
is after developing costs, sales receipts fron the finished
lots, and interest on hia acquisition loan and intereq: on
his development loan.: _aﬁd after." pﬁying back the acquisition
logu and the develdpment loan prf.nciplesb.

THE COURT: That's 30 percent of what?

THE WITNESS: This isan't 30 percent, Your Honor, |
of‘ anything, but it ia a figure which is the equivalent tb
having earned 30 percent on your eQuity iuvestment in this

prbperty, it's a profit figure to be sure in dollars; but it

| | 9
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isn't a percentage of anything. But, it is equal to haviog
earned 30 percent on your equity iaovestment before income
 taxes. It's equal to having earned 30 percent to this
aﬁountvof monef left in the project for 5k yehrs; 30 percent
on this amount of money, left in the project five years;
30 perceﬁt'on this amount of money left in the project 4%
}yeﬁ;s; and from there on we dqn't kaow whether we're plus
or minus. Bht this iz a profit figﬁra in dollars.
BY MR. ALEXANDER: | o
| Q. Can you go to your savings account example that
I think you ﬁentioned the othe? day, Mr. Hodges, where you
‘start off with $48,000 in a savings account'paying 30 per-~
cent? | |

A. Yes. | | ‘

'Q} ‘Then did you make another deposit?
A. Yes. | | |
- Q.' Then you make another deposit?

A.  Yes; then you make a withdrawal, |

Q. Thea you make a withdrawal, and a withdrawal, and
‘a deposit, withdrawal and so forth? |

A, Yes. | | L

Q. At the end of that time you will have $308,000,

right, or dividend, interest, whatever you want to call it?

| L0
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A. Yes; if we put that in a savings account that
paid 30 percent on this amount of money today, and put in
that amount of money again in six uionﬁha, that amount of
mohey a year, withdraw that amount, withdraw thit amount,
deposit it, withdraw, withdraw, deposit, uithdzau,vuitbdtcl,
withdraw; we would have in that account $356,000;.ana sub-
tracting the original deposit from that.naans a net pfofit
of the original deposit of $308,000. And this, again, is
not @ percentage of anything.

Q. It just shows you that you've got 30 percent oa
thé use of your money for that leangth of time?

A. It isn't a percentage of adything on this chart;

it 15 a percentlgé of other things.

® % &

PARTIAL TESTIMONY OF DOLPH TRAVER

BY MR, ALEXANDER:

Uesz’, -
Give us your full namne, pieaat, sly.
!y name 1is: Dolph R. Traver.

¥here do you reside, Nr. !‘ra'vtr?

I rolide'in Warrenton, Virginia.

e r e

What is your occupation?t

A I'm a real estate investment regional manager
in the East for Chi'nler Realty cOrporaticil.,

Q In the course of that occupation, what is your
Job? |

A. !Iy Job 1is to iook for suitabdle land sites for

doaiorchip construction.

'Q, In participation of both purchase and uio of

-such oitu, -uch proporties? Ia‘




= s7]

\
A. Yes, both purchase and sale, ‘
Q. In general, do you deal in the purchase and
sale of large tracts for dealership purposes?

A. Almost 100 percent for dealership sites.

Q- How long have you been‘doing that?

A. Fifteen years,

Q. Has that all been in the ﬁetropolitan area, or
what area has this been in?

VA.' No; 1t's been over.the entire United States,
in the beginning, and confined to the East in the last

~ 8ix or seven years.

Q. Are you aware of the location of the property
which 12 the subject of this suit?

A. Yes, I an. |

Q It has been described, roughly, as a 350 by
4,000 foot parcel in the south cehtral part of the city.
‘That 1s'£he‘pareel you are familiar with?
| A Yes, I am familiar with that site.

Q. Do you have an opinion, Mr. Traver, as to
uhether or not the'site,vor any part of it, would have
been suitable for an automobile dealérshipiiﬁ January of

19727
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: Were you instrumental in the acquisition of
(g% y ‘ _
1—495-Route 1l site where Polk -~ it's Mount Vernon now ~--
is?
A. Yes.
Q{ In your opinion, are the two sites comparable

as to location?
Not at all, no, sir.

A.
i q." What 1s the basls for that statenent?

[bouqht by Chrysler] '
ﬁ!hS]“' The site/i1s visible from the Beltway, I-495,

It“a visible, very detinitely; from Route 1. It has a
, great .amount of traffic flow past the frontage of the

siée. I don't recail the}trattic count at this time. I
uoéldn't know what 1t 1s today, but it's very hﬁ&vy.

l Ve must be -- for an automobile dealership to
be well located, it must be close and within site of a
great amount of traffic.

| Q. Now, 4in the purchase of such a site, do develop-
ment costs play any part? | |

]
v

of a site aa'orrered is very important frocm the stand-

A. In negotiating for a site, the price, initially,

point of whether utilities are available, whether the
oitr will take much development in the way of fill or
' excﬁvatlon, grqding, 88 to whether it's properly drainable

and|so on.
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this site; storm drainage had to be given consideration,
2@s well as the main item of fill in the site. The site
was partially filled by the former owner at the time we
purchased 1£. But 1t was, Ivmlght use the word, care-
‘lessly filled, not with eareless,fill, but 1t was not
compacted; and we had to move a lot of that, and we
found that out before we bought the site.

Q. Qo you recall the sduare-foot price of that

\

property?

A. Yes. $2.32 was ﬁhe final price.

Q. Approximately a 16-§cre tract?

A. Exactly, 16 acres.

*** - [bought by Chrysler]

ﬁ'«n%

. Nr. Traéer, 1f the propaity/had been finighed;
Sy that I mean it had the on-site utilities, storm séuers,
'aanitary seuers; fllling to cure'the floodpia}n problem,
ready access to the>site, would that’have had'a sub-
stantial effect on the markgt value of the property? |

A. Do you mean 1f it had been in a condition to
construct a building? |
Q. !eé.
A Ready to go?

Q. Yeé, sir.

A We would have paid as much as double that

price,.yea. . lékct
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Q. What particular kinds of building or property
sales do you deal in?

A. We're builders of commercial real estate,
industrial, office bulldingy apartments.

Q. And how long have you been engaged in ihasc
activities?

A. About 12.years, sir.

Q- Nou, I ask you, Mr. Robbins, if you arse
familiar with a certain site owned by Fruit Growers | 5
‘Expreas. spproximately 30 acres, roughly 4,000 feet by
350 feet, located in the south central part of the city é
off buke Streef?

A In general, yes, sir.
Q.  Have you dealt in 1ndustr131 propertics oith-r

as a purcha-er. seller or broker in the uorthorn Vir;;nia

areat

A. Yei,-sir.'
Q. In what capacities?
| A.  HRainly developing tndustrial properties for
lease. UWe own personally about 750,000 feet of uarshouse
space, which we all maintain and operate, aand one major
industrial park-ln Fatrfdx'County, about 120 acres, which

we are developing presently.
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Q. Are you famillar with the characteristics of
warehousing sites?

A Yes.

Q. Could you tell us whet 1is deairable in a'gaod
warehousing site? What regturaa?

A Well, I can speak from personal experience.
Lécation is first. Becauze g8 &n owner over & loang psrio
of time, 1t's very important to have rre§ advertising
in the form of locstion; and we pay a prenina_rer loca~
tions.,

Q ¥hat other taﬁtures are 1aportaht?;

A Utilities, obviously; topography; soil condi-
tions; access, depending qntircly upon -=- we do everythin
from a wholesale-type narehouqc to'bulk storage, which is
the kind of thing that that site -- manufacturing and
bulk storage is what that site would be good for. |

Q Do you have an opinion, Nr. Robbins, as of
January 1972, considering the subject proﬁerQria entirely
vacant, nothing on 1%, do you have an opinioavt.Vto -
and 1t is zoned igdustriilly.

A I-1 or I-2¢

Q. I-X or I-2; I don't think it makes any differen

_here. Do you have an opinion as to what would be the

e
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most prcfltablo industrial use to which that vacant land

could have been put in January 1972, considering its
relationship to Telegraph Road, the Beltway, Duke Street,
the main line of RF&P Railraod?

A Agasin, if I were to look a% it as a purehaaor;
I would consider it for industrial use. I pgrsonalxy
would de one of two things: either anvlnduhtrlal pafk to
sell off units, which hﬁy'not be feaeible -- I'd have teo
go an economic study on 1%, because you'd_havo to bdbulld
roads into ﬁhc'tract 1teelf, ihich could nrriet you on
your 350;root width -- but prererabiy, lt,itrneuld qgik;:?
would be three major bulldings. R
|  .!bn‘caa'r1gure that you can cover tpprozznntcly
bOo percent, regardless of uhat the Code says, &0 percent
of the site and still provide truck--oving lanes, ptrking,
et cetera. ' R _
| So, 1if iou've got 30 acris, 40 percent of thtt,
what's that? Twelve aéres~uorth of building. That's
about the maximum you could eéononicallj eperato}thcr-
tdr a longﬁperiod of tihg and have 1t be succeasful.

Q. What kinds of buildings?

A >‘Har¢house>bu11d1nga, sir; gnd‘ot high cubage.

Bulk storage or manufacturing is what I would -- because

I3
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of the rail and 1its prdximity. It does'not front Duke
Street nor any of the other roads, so you don't have
the visibility-type location.

Q. Now, you mentioned that based upon the economic
study,_you would consider what? Industrial park use?

A. Industri#l park éée_dr the latter; my personal
would be the latter, because I'd think you'd have some
developnent problema.aa a park.

Q ¥hat do you understand by"industrisl park use"”
as that term 1 used 1n thé Metropolitan area?

A. All right. Ihdustriai bark to ne'ia i parcel
of property which you deveiop a8 you nould a residential
subdivision where you put in all utilities, roads, et
cetera, and sell off parcels,whether theyibeAa rci
thouean&VAQuarevfeet, an acre, two acres, to individuals
orvuhere.:'yoﬁ'build them yourself or iheré you've

actually buillt an industrial community.

Q. What type of economic study does that reéuire?
A All right; in the case of this particular
plece of ground, I would lend a lot of'credénce to
drainage and utilities; because the rallroad lies to
your south along the entire horder and hukeIStreet.is at

a2 higher level. I don't know at this point, but you'd
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- have to study drainage and see how much water, storm

water, 1is cém;ng across that site. If you had to put
any particuler type of storm drains --
: Qs Let me 1ntgrrnpt you & minute, Mr. Robbins.
" Are you talking about the ideal or how you yourself
actually gp about looking at a plece of property?
| A- I don't think 1t would make any difference.
It he's a sophisticated developer, he is golng to eh.ck_'
into all probiems. If you want to get to value, I'il
tell you how I would reach value. | |
Q. That's uhnt I uant to know.
A Okay. I can give you uhat I uould fesl 1t
would be worth ready to go for ne to hnild On. |
Q I'n not going to ask you Aai value qaesflona,
I’n'nainly interested on how you would IOoh‘a$ this
plece of property and how you uould go sbout -~
A.  Well, an economic study would tell you uhlt ‘
ultimate value could be. Land is not_neconsarily worth --
that land 1is #ot necessarily worth what a parcil seld
on the other nido of it was worth, |
Q ihy is that?
-)L Baeauaa you have to taka inato conaideration

- the amount of dollars involvod to hrlng it up to zero.

29
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Q; What do you medn.by that?

A. Meaning what storm drainage may have to be
involved, what 1t will cost you to bring in utilities,
what 18 will ebst you for aecess, 1r he doesn't‘have
proper aceess. In other nerda, to prepare the site so0
it 13 a site ready to build.

Q. What do you mean by bringing 1t up to zero?
I didn't underatand that.

A Well, to & market value, okay?

Q. To a market valme?:

A Yes, aii. I'd still 1ike to make the point of
storm draidage. and you can'rgrer to Hr; Cook, bggauae
ho‘wouldvbé abréresaienal in this ﬁartlcular riaié'--

a Q. Ybu é@hft mean bring 1t up to a breﬁk-even
'point do you? | “‘ | |

A;7V Ho, sir. I don't e§en like that word.

.'Qﬂ What do you mean by bring 1t up to zero?
'That's uhat 4 dan't underatand. |

A A1l right. I don't think you can take and put
a value on Chat piece éf ground un§11 yau decide what
your development costs are to have it ready to build.
You have to baek into value of ground. -!bu can't aay a

ground is uorth 61.50, $2 or ¢2.5Q¢- ‘You don't know until
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you decide exactly how many dollars worth of development

costs are involved. 'Ir you have to take a storm sewer
under those railroad tracks, I can tell you that's
horrendous. Number one, I'm hot sure you could even get
a bond for.it, even 1f you were a Rockefeller. And if
drainage goes that directlon, you knoubuhat’problcis
you've had with RPAP Railroad now --

Q How do you determine your development costs
for a pieca of ‘rau ground?

A well, on thesame procedure I just talkcd about.
We do a study of the market area of what land will 0011
 far, or has been scld for in recent months, and in the
projected fntura, and in a particular area for this.
typt of ground, sinilar type- ot ground. |
' Q I'n asking you nows hou do you deternine your
development ccsts? |

A on;-by going to a professional énginc?r and
doing really a éomprehensive pian for the §1te.'

Q You dbn't.mean & finished plan, do you?

A All but. -

Q. . Al but And what does he tell you or what are

you asking him?
A. He'll tell us, once I've told him -~ 1like I

12\
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was about to say, I would probably develop that iato
three buildihgs of at leaat 100,000 feet each,in three
stages over a period of three to five years. |

Q. Over what periodt
Three to five years.
Three stagcﬁ?_

Three stages.

e » 0 7

Go ahead.

A It takes over a year to build a building of
that niio today, and.ycu_'ve got to lease it also. You've
got a start-up time to a finish time. S0 it's closer to
five years by the time you're really finlshed.

nen,vthq eagineer wilil tell you, once yaﬁ;ve
given him the diueuaioni, ot cetera -- he will grade out
. the property; he'll give you quaatitieékbt earth that
ﬁill have to be mofed. .Hé will give you storm séner
sizes and quantities; He will give you utility sises
and quantities, paving, everything, righﬁ dow the line.
And all these costs need to be bld out. If
you're developing it in stages, I personally would go
ahead ahd do all of tbé development work st one time.
With inflation tqﬁay, it's 1tss'expénniv¢_to do &1l the

work at one time and pay the carrying cost than it is to
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' do 1%t in stages. Kow, whatever these development costs
arn should be subtracted from uh#tevar you fee¢el the valug
s less whatever profit you want to make or expenses;
end that 1s the net value of that land today for that ase,

Q. Again I ask you, 1s that the way the market
opératon, or 1s that just a theoretical ides?

A Bo, sir. I say for a sophist;qnted invester,
that 1s the way it operates. |

R Would anyone but a sophisticated invester or

entreprineur g9 into such a'30-acro tract?

A I doubt. Anyiody thaf Saa that kind of money
- 1a golng to have to have somebody check it for hia. It
could be. There's a remote chance. 30 acres is not too
| large fer a tingle-purpo-evbullder. I -naa, there's a
remote possibdblity that you eould plck up & elient for
a singlc bullding for that size slte.

Q  But, now, you nentioned -onothlng about 1f you
put your uarehonao buildings in hero, you would nood a
road. What did you mean by thlt?

A. - All right. Anytinc that yeu ve got manufactur-
. ing or rall is used, you're obvxously trnekang out largt
items. 8o you've got 55-60-foot tractor trailers. So

you have $o have access inside the site, 2 road.
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i3 Now, if .. were breaking this up 1n£o~a-phrk9
you'd actually have to bulld a road that was dedicated

to the City of Alexandria, or the state, uhichever the
case may be, or both, or you'd have to0 do it on &8 con-
dominium-type basis, where you have perpetual malntenance
from the different owners of the diffepent parcels; the

latter being the stickiest of the two, assuming the City

would even agree to 1%,

VI.\,( * % %
S}ﬂ?lqug ‘

Q Mr. Robbins, before you determined the falr
price, which I think you said ranged from 65 cents to
75 éents'a square foot on that industrial paik area,

before you determined a falr price on it, did you go

through this economic study that you've described?
A. Yes, sir, |
Q. And, in your opinion as one having dealings
uith this type of propertj, does what you paid for that
particular property have any relation té any other iong
narrow t}act in the Northern Virginia érea without going
through that economic study? Do you say that because
you paid 65 to 75 cents for yours that another plece
of similar size and shape would be worth the seme thing?
A. No; it would have no relationship.-
| Q._' th do you ééy that?
! A. Well, they're two difrerent areas. PFirst of
all, you have to evaluate the land §alue‘1h that area;

the specific area, okay? And thean you'd have to take

into account the economic study I talked about.
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Q. Are you saying the eeonomlc atudy as to the

particular site is essential?

Gr
My

. West

A. That's right.

PARTIAL TESTIMONY OF KENNETH MARKS

soa‘J |
blace of hasinass is the Caxey-ﬂinuzan CGNQan &359 Eas&*

Hignway in Bethasda, Maryland
Q What type of camp&ny is Caxethinshcn? . |
A Carey-Winston Cqmpany is mn:tgngg bankats aaﬂ_réﬁltﬂxs. ::
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Q What is your positiomn with Carey-Winston?

A I am Vice«President in charge of the industrial
saleé and ieasing department of the Carey-winston Company .

Q Can you-descﬂbe the extent of your acti.vity in that
part.iéular market, Mr. Marks?.

A Yes, sir, my primary function is to handle sales of
industrial parcels of ground as well as the bulk of my time
being spent in the leasing aspect of industrial sales or
warehouse space. |

Q You market warchouse | space, is that a fair statement?

A Yes. » |

Q Dcv_you also deal in the buying and selling of ware-
house acreage? |

A Yes, sir.

' Q  Now, in what area do you deal in tlzésg types of
preperties,' what geographical areas?
| A  The entiie Washingten Metropolitan area, mostly
.Beltway-oriented., and when I say Beltway-oriented 1 mean any-
where off of any major access from the Beltway. We handle
property in that mm_:e area. |

Q  Are these types of preperty which are Beltway-
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Q Do you have experience in the Nor'.:hem Virginia

area?
A Yes, sira
Q  The Belt:&:ay.-orien.tedf
A Yes. . _
Q Now, I ask you to assume a tract of land, Hx. m..

z-oughly 4,000 by 350 feet in dimensionms, Belmay-wiemd |
in some respects, zoned industrial, and ask you if you lmar RO
the precess by which a purchaser of such a tract of W mld o
: go about == or selling, for that matter -- would go_ absat _
determining its market value as of any given ti.me?: | '
| A  Certainly. May I ask ome question with respect to
that? B | |

Q - Yes, sir.
A Would this particular purchaser be a spe@ulati.vn
purchaser in terms of developers when he develops speculative

warehousing or would he be a user? There would be a difference.

Q I am asking you, really, in temms of a ready, vmm
and able buyer under no coinpulsion to buy but simply desiring
»the proyerty; and you might describe its highest and best use
for light industrial, industrial warehousing-type subdivisicm |
use. Do you need anything else? | o

A No. I would, of course, be looking to my gemeral
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knowledge of market comparables to come up with an established
value for similar type, where similar type of property is.
Of céurse, you must look through this market data to break it
down into several factors such as raw ground, a factor for
development costs, a factor for carrying of the ground if it
does not have utilities, until utilities are available to the
properties. All of these factors in each step would have to
be qualified in order to comgvup with a value for a particular
| piece of propurty. |
Q . Let me ask you this: What amenities are.associated
with a finished industrial site in the metropolitan area?
A Finished streets, directly adjacent to or in front
of a particular piece of property, utilities to the property
line or immediately adjacent to or in the street in fromt of

the particular piece of @rcperty, and mainly in today's markei,
the #vailability'of sewer, the ava;lability to tap into these
utilities which are adjacent to the property.

Q = Would there be sewer lines to the subdivided property?
| A Yes. In a normal, where industrial park dewvelopment
is 1n§olved there'usually is, yes, which'distinguishes that
from a raw plece of gxcund One other thing I didn't mention.
In many 1ndustr1a1 parks, lots are fully graded before they are

- 801d so that one says thay are selling a finished piece of -
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ground; it is graded with streets in and utilities available
to the property line,

Q . Now, I am asking you to assume the piece of property
is somewhat less than the finished site that you bavnjust
described and you were going through the process bywhichyw
would come up with a probable value of that plece of ;mapart;y.
How would you do that? |

A Heil, in purchasing a piece of property teday, thatn
is #hat we call, there are standard clauses in sales amta
which provide for X eamount of days for the purchaser to make
atudies of the property to determine whethar that property can
be developed with the maximum allowable square footage p&nitt&d
under the particular zoning. | | o

So, during this time pe':iodB mt developers, or
myself if I was personally buying the property, would of course
call an mmeer, I would have test borings taken of the property
to determine the soil content. I would have an engineer lay
out a b@ildhig which would give me the ma:inm allawabls square
footage and ome which, from my market data, providing him with
 market data, would design a building that would be mknuble
in today's warchouse space seekers. | |

Q  All right. | | | o
Now, you would go to tba emiheer-to get h!,s analysis
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of development costs?

A  That's correct.

Q Anci you would have some project;edv layout of the sgite
with buildings? |

A Yes, sir. .

Q  You would take this information and do what with 1t?

A I would have this information costed by & construction
company to engineer this particular piece of pioperty to a
finished state. Then I would reflect upon what my development
costs - I call these development costs -- what my develo‘pmeﬁt
costs were and relate that to what I have to pay for the
. property and after that I would have to go through an economic
analy;;is to determine whether, if I built this particular ware=
house building on this piece of property with the sales pric.:e».. |
with the market, wit;.h the development costs, if it is an
economically feasible and viable project in today's warehouse
- market, at what people are paying for rent in today's market.,
Q  How would your economic snalysis apply to what yau
- would pay for the property?

A I would first -~ well, from where 1 sit.. at my job,
, being a leasing specialist as well a_s in a sales agpect of
 industrial property, we kind of vork backwards. We weuld
determine what the market rents for warchouse is to determine

)
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what a gross rental income would be for this particular pieca

of property. | ,
~ From that point, we would determine what cur appreximate

expenses would be, out-of-pocket expenae would be, aaﬂ ws would

come up with an amount of net dollars that we would realize

| from this particular project, |

Fram thet, I would be able to detormine -~ excuse
- me, thbdcvelmntaspactofthiscmc in, where I knew
| vmétmy'cost';s are going to be ~~ I am going to hawe mm
financing for this parucula:r project.
Uithout the bundi.ng. 1 am going te, with the m

- of what my finsncing, or how many dollars zmanm
this project, gives me a tool with which I can de_uxnim what
~ part of my expenses will be and whether the mxum
toehatge to these particular :ematswillbemMams |
whether the project will be ecancaically successful.

Q is thntthgpmss, hw:haurketptmnm
at on industrial sites in the m:rapoliun area?

A Not in all cases, no.

Q  VWhat do you mean? | | | o

A mamm:mlamnyQMQ,'trhqmdﬁ
perience, with which prices are established for industrial
M in the Washington Metropolitan area are through, mambsr
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one, market comparables,

Q  Are you talking now about finished sites or unfinighed

ﬁt.eé? |
A I em talking about finished sites.

Q 1 am asking you to speak in mi-ms of less than
finishad sites.

A There is no set system for determining a price of
xaw ‘grwnda wi.ll say unfinished grounds, I will cell that
raw ground for the sake of our discussiom, each individual
parcel is smdiedan an individual basis, _

Q That is my point. Then you would go through this
economic mlyais as to a plece of raw ;raund?

A That's correct. | | R

Q Now, my question is: 1Is that the way the market
actually does it for raw ground? |
Yes..

Suitable for potential industrial site?

> o >

 Yes.

Q Andforhwlonghaachemketingdmethatmthh

particulat area, in your experim?

A smzmemnwmmmmmmum
estate ﬁ.eld.

Q- Hulmghthat?

.
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A  .Pive years.
Q  In your economic analysis, Mr. Marks, is there a
comcnly accebted figure for the e@_ect.ation of evq“it_ifiiel d .
in this type of calculation or amalysis? R ST N
A Yes, -

'Q  Vhat is that?

,g - If i 15 a speculative watehmse. mst i.ndivi‘
or mst people, going into this t;ype of venture, waui
oioimsa of 12 percent if it is & spe«mlative bnilding - m'

equity yleld.
Q ﬁhat is the 12 percenz.? Ic that cleax proﬁt;-afm

' Ko, that is bafore taxes.
 Profit before tax? .
i -».,Prnflt before tax. . N
 Does it include ovezhead?

B » 0 » o >

__nnesu:mcl R o
_ . A -Bmuse @ Would you redirect that qmstim and ) |
L cxaugy: When ym say, does that fnclude overhead »<
L Q—- ;vﬁell. 1 assume that m pem Mo’-ﬁm thts mla‘
' not 8% into it n#less it project/ad w wé‘a eertain 5 0

| | pruﬂt. qnm mﬂ muote. is that camctt

“B -
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A  That's correct.

Q 1 am asking you, based upon the person's money,
aquit;y tied up in the property, what is the percentage or
ratio or however it is expressed that is commonly used in this
area such as Beltway? |

A It would be return on cash investment.

Q Ye.’ sir.

A When 1 say 12 percent, I_nmkingmupamt'

return en'cu’h investment. That would not include, that womld
be befere Ma- that would not include any oirerhead because

usmilymthistypeofimsmtmmmﬂutakmcm

- ofbyymrluzingmdmmgmntfauvhichmmtdm
Ws 1n q:eratmg a project of this typa
| Would it include mnumz
It would m}m.mn_um.
The 12 quc?en:? o |

L I ~ B G - 2

cluu;mt adnrtisi.ng 'rha: is part of tho ntvtce tor
lmmn

Q rmmmsummtmmtnmw

-Mmtdoymmmtymlo&atapimofprm,
~ do your development aaalyais and then_yuu come up with a
.probablc ulunz pttea? |

ILM

_ Rb; it mld not.. Poucm and mmsemtwmm in- |
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A

first to find out what comparable pieces of property have sold

for,
Q
A
Q
A

property; I would have it studied by an engineer to come up

with a finished cost. I would add that finished cost to my
contract price, come up with a net square footage figure, per-
square-foot fi.gt.ire for that particular parcel-of grmnd - From
that point I would go into my econcmic mlyais of aay apwnlao _
tive wirehouse function that might go om, on this parumm |
'plece of property, after purchase.

We find a piece of property. We do a market analysis

That is related to finished sites?
That is related to finished sites.
I am talking about unfinished sites now?

I would take the price, my comtract price for the

e
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A I an working on a consuitation basis with‘the
developer.
For a speculator?
For a speculater.
How about the user?
With the user, also, |
Would you also do ecdnomic analysis for the user?
Yes.

Of the cash flow?

L« - T« T« B Y+

We don't look at it in the same respect. We déa'e |

‘ lock. at a particular building to suit a user or the censtruction
of #waiehouse bt;i.ldin_g for a user in the same light. We domn't
" look at in tevrms' of net cash flow to the develdper, to tha |
user,becanse _he-i's'vgoin»g to be using it for a particular

| 'bu’siness and that 13 not his concern. His concern is a btéék—

" even point. In other vwords. wﬁat' would it cost him.to} rent

warehouse space in the market as opposed to buying and putting

" up your own warehouse building for his own use.
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A A user?

Q Yes.

A | Could, but not necessarily always.

Q Are there any other kinds of people in this market
for using warehouse space besides speculators and users?

A No, none that I know of. You are either a warchouse
developer, speculator, or you are a user. I don't kmew what
else could possibly be. |

-Q Your total market would consist of both, is that
corzect? |

A  That's correct,

-v Q When you were talking about this economic annly‘il
that a speculator would use, were you ﬁalklng about preplﬂ.ng
it from the standpoint of the purchaser to establish hew meh
he could pay?. | “

A That's correct.

Q Would that necessarily be the .same price that the
sellex (vould be willing to let it go for? |

A Eot necessarily so,

-Q What would happen if what the buyer after his eem:lc
-mlysis came out with was less thamn what the seller was willing
to accept? o |

| 'Crmgg

We oithnr mgotiat.e or go into another pim of

x * ¥

UGl
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' A I personally wouldn't use those smaller lots in con-
nection with the larger tract umless it was a necessity in
terms of amy particular user that I may have or be developing
-waréhouse property on that particular site for. I think they
have some commercial value to them because of the road frontage.

I would precbably study the situation to see what the zcning

3o

would allow me to use those particular teeth lots for, higher

and better use than industrial.

- Q Would you totally discount them for usefulness as.

access to the main site?

A No, of course not.

- [r33¢3
‘BY MR. ALEXANDER: - o '
Q ' Would you find any comparable sales for any two
piéces, for ény piece of raw ground in the areal
A Beg you:'bardon.

Q Would you find a dompérable sale for any piece of_
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raw industrial ground in the area?

A Yes, 1 would endeavor to find, yoﬁ know, as close ==
if 7 can find a figure that was a like situation or a like
lot, I would go to tha closest that I could find, the most
similar.piece that I could find.

G Now, finished sltes or finished lots in a subdivision,
you could find plenty of those, couldn't you, comparables?

A Yes, sir.

A2

Now, you were asked if in your opiniom, Yr. Marks,
where you have a 30-acre tract with configuration or a width-
to-length ratio of about ten to ome, would that be typically
purchased by a user or by a developer? )

A By & developer, by a developer in the proportioné
that we are talking about in this particular instance, yes,
by a developer.,
Q The highesh market‘prica would be from a-developgr,
the highest purchése price would be from such a deveiopert
-~ The amount that could be offered for the purchase of

' the land would be from a developer or from a user?

A It would be, I believe it would be -- well, thaﬁ is

ha?d to say.

Q Ivam talking about a 30-acre tract, 4,000 feet, 330

49

feet wide,




(33,3

A I think your highest price would come from a developer
unless that either had nowhere else to go aﬁd there are other
factors that would be involved hexc as far as the user is
concerned. |

Q Are users of that size and ability extremely vare?

A Extremely.

Q Now ==

A I wish there were more.

Q I ask you to project some 617,000 squaxe feet of
warehousing on the site. Do you have any opinion as to the
absorption rate or the sell-out or lease-out time of such an
amount of warehousing space in the metropolitan area?

'."A' - I think that 617,000 $quare feet --
Q Or range of time?
A A range:of time would‘bé three to six years. I

would say on the higher end, I would say closer to five or

six years.




PARTIAL TESTIMONY OF ARTHUR CRAWFORD MOSELEY, JR.

- (ezE)
Q

Where do you reside, Mr. Moseley?
A I reside at 9103 Gwier Avemue in Silver Spring
~ Spring, Maryland. |
Q What is your occupaticn?

I am a developer of industrial and warehouse properties.

A

Q Are you associated with any company?

A Yes.

Q What is that?

A That is van-Eé Associates.

Q Tﬁo words?

A Two words, capitalhv-a-n?hyphen capital Ewg,

Q What is the busincss of Vaa~Es.Aasociate§2
A We are develobers of industrial properties and

warehouses,

| Q Is that a partnership?

No, it is a corporation. |

What is your position in the ;orporatian.‘
Vice-President,

‘How long have you been in that particular field?

-« B SV « R

Four years.

- Q What is your experience or what do you'do ag this

e

ype of_induétrial developer?

A Well, we typically purdhasé‘parce;s of land; construct

R
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speculative industrial warehouse facilities, lease the
facilities and manage the ongoing project.
Q In what geographical area? |
A We have Northern Virginia, the Districﬁ of Ceiumbia,
Marylend and Baltimore.
| Q Can you give the Court in round figures the ﬁumber
of square feet of warehausing space you dealt with?
A Yes. Llet me add it ﬁp a moment.,
Q Do you have an approximate'figure? |
A We have in theAlas; three years developed approximately
300 square feet of space --
Q Did you say 3007
A Three hundred thousand; and we have plans for another
200 000 which has not been comstructed yet.
Q Now, do you as part of your job acquire or look at
or attempt to value potential warchouse sites?
A Yes, sir. |
Q Dgﬂyou draw é distinction between a-fiﬁished warchousge
site and raw ground, potentiallj usable as industrial site?
A. Yes, sir.
ﬁQ And what amenities does a finished site usually have,
Mr, Mbséley?

A Well, tc me, whenvsomEOne says it is a finished site,

15
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it means that the water, public water, public seweragé,,power
of some form, either electrical or zas or both, access, immediate
access.

Q Fronting on a public street?

A Hormally, yes. |
And no major site work in the senge that‘thgfé isT;_

not underground rocks. There is even the topography; iﬁH¢yi;
view, related to a finished site. If a site is rugged;:iﬁ:i; |
hilly, I don't think that is finished. B -

Q It would have gra&ing or at least rough grading?

A Yes.

Q For finished site?l
A That's right.
Q  Now == |
A I might also add, to me a finished site also héa_
some .feasible way of removingvthe.storm water,
A Q Good‘draiﬁage to the site? |

A | ‘That's fight.

Q Now, is there a difference in which the market or
you as a representative of the market would go about placing
a value on a finished site as opposed to a less-than-finished
site?

A Well, not really to me.

153
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Q

value for a site then, a potemtial warehouse site, or in-

How would you go about it, determining a market

dustrial site?

& I would analyze what 1 felt to be the market rents
for a certaim locatiom, for a certain type of user, a@d I
would determine whether that rent would support whateve: is
being asked for the land. That is a fairly complicated
calculation. But you basically work backwardse

Q This would be a user going to construct an incomes
producing building en.the property?

A ers. |

Q How about the-deveLOper,_the so=called épeculator
that is going to build for resale? How would he goAabcut.it?

C A I am sorry. 1 didan't understand the differemce. In
 ffact; I thought within the last testimony it wés not quite
clear, the differemce. A speculative developer, which is
. what my fim is, builds a shell building, £loos, walls and &
1t00£. Then and only then he begins to lease that space because
the bulk of the industrial market is for users who want immediate
occupancy, just like apartments. There are very few who can
plan & year alead or a year and a half ahead. They want it

next month or they need it in 60 days. You build a shell and

" you lease space and finish the interior to suit the tenant,

154
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There is anmother type of market and that is what is
known as a speculative developer who does that,

Then ;here ié a user, usually he is large, who can
plan and budget a year and.a half in advance, saying, I am
going to meed 100,000 square feet in 1975, I.can purchase a
plece of}land and build a building which suits his gpecific
needs so that it is ready for him to move into a year and a
half from now. o

Q Typically, which one of these categories pays the
top dollar for the land, if you can say typically?

A I don't know whether you can,

Well, let's say it is the same piece of land. You
are asking me whether a speculative developer would pay more
for that land than a large user would pay for that land. |
Q  That is my question, if yau can tell me.

A I don't believe that there is guch,of a ‘distinction .-
there because the seller probably hasg a ﬁrice,,first_of all,
and if that plece of property suits tbe user and the user is
wiliing to pay that price, fime. If that piece of property
is_deveiopable from a speculative standpoint and the speculator
is willing to pay that price, fine. But I can't imagine thaty

there would be much difference between what the seller wouid

[ o)

iccept and I guess the real distinction is, if there are aﬁ

ISE
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least in this area more speculative developers than there are
users. _ | v

Q All right. How do you go about arriving aﬁvthis
-meeting of the mindé between the seller and the putchaéét?

You started to go through the process of how the priee éaﬁ1d
vbe\determineda _' v‘

. A Usuaily the price is st.aiﬁxad.e 1If ;hat,pricétﬁﬁkéé'
sense from your analysis, that is what you pay. |

Q What if it doesn't meke sensel

A Then you don't purchase the land because usually
" the sellers -- well, it varies, but my experience héa ﬁeen the
-kinds of land I have locked at the sales ptice has been fixed.
The seller doesn’t sell it to you; he will sell it to the mext
man who comes along where it makes more semse.

Q Are you saying thgt the sale price then is really
controlled by the purchaser's economic amalysis of what he can
g get out of it? |

A The price the purchaser is willing to pay is determine
by that but the'sale price may be different from what the
| ?urchase:'is willing to pay. | |

Q Stated?anetheznway,;it,doesn't sell unless ithakes-

.economic gense to the purchaser? |

A Yes, that is the reason that we heve been able to
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ourchase land ourselves, is because tha seller underatands
s'aﬁzat it takes to develeop. They understand those costse mey
 understand us. We are their customer just like we mdersl:ané
the tenant. We build what we know the tenant is geing t.e med.
Usually, a seller of land creates a piece of land know!

we need,

Q@ Are you saying it is an economic analysis that in~

the end controls whether or not the sale will be made? |
A Well, I am seying that' that is the way it should be.
Q 1 don't 'lmow or I don't want to know how it should
be, I want to know how it is,
A 1 thi.nk in some cases the seller of land often ‘has
\an inflated view of what his land is worth. There -eanv_-be my
mmber of reagons for that, It can be his old g: "am‘r's
|fayrm, but an economic amalysis is not always used to determine
a sale pr:l.ce for land. |
Q Ia it used to determine an upper land, for what the
purc.haser can pay?
, A The 'purchaser ig ==

¢ Right. |
| A | By the seller. There are as many consideraiﬁieais |
which go into a sales price as there are people who sell land.
Q Cartainly-a |

ST
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A All I can say is that the people that we\have bought
land from have been éeople-who have made economic analysis
because their econcmic analysis made senéevand it was donsiétent
with ours. The people who don't and who have some idéa}:scme
iﬁflated idea, abput what theirhland is worth usually'sit‘eh
the land for 2 long while until inflation catches up with
their inflationm. | |
| MR, ALEXANDER: Thank you, Mr. ﬁoséley,

CROSS EXAMINATION
BY MRS. SASSO: |

Q Mr. Moseley, I gather fram what you have said that
_your experience in this industrial warehouse development field

indicates that there is a demand for this kind of develcpment
in the area, is that right?
| A Yes, ma' am.
Q  Is there a considerable demand?
. A I dén't know what you mean by considetable;

Q Yba'say you movéd 300,000.square feet of warchouse
space? |
.A .Wellg.I can tell you that in the last ;wé years thexe
has been nearly two million sduare feet of speculative ware-
_'housg space leased. |

MR. ALEXANDER: What was the‘déte?

¥ x x

1S58




Uid your company at that time luild shell warchouses,

L3 |Q
did you say?
A Yes.

¢  Is that what wost speculators do?

A Yes.

Unfortunately, it is a little complicated but basically

(5]

you take all future cash flows.

Q
A

a passive investor.

Is this from leasing now?
1f an investor invests in a project, he is normally

He puts his money in. Then the project

produces flows of cash and flows of taxes and tax savings.

Q - Is that the investor's income?

A fése |
\ Q Getting his money from income from this kind of a
gash flow is his business? 1I1s that the kind of business you
are in?

A It may or may ﬁot e, Our investors are doctors and

lawyers and Indian chiefs except there are no doctors,

| Q They do expect income, though?

A | Yes, they expect income, but they don't necessaxily
look toward it as ordinary income like you might be referrving
to income,

It can be non-texable cash., It can be long-term

capital gains. It can be deferred taxes. These are the kinds
of income that an investor is interestad in.

Q These are your speculators?

A These are the investors,

. The pecple who Eg; up the money for the speculators
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‘to do the building?

A Put up the §Quity, yes.

Q When you are talking about an internal rate of return
then that‘ycu expect te get, are we talking about what the
speculator gets or what the investor gets?

A What the_investor gets. ‘

Q V‘Whaé do they generally seem tc expect or did they back
- in January of '727 |
A For 6ur Lo;prrt project wé had completed three
- estimates for the investor. One was a minimum achievable and

that estimate was based on a set of relatively conservative
. éssumptions about what could happen ahd was offered to the
_aiﬁvestOt as an indication of what we were 935 percent sure we'
could deliver. Then there was a high side estimate which was
»;based on a set of very iibeial assumptions which waS-presaﬁted
- to the investor as an alternative by which we were very unlikely
not to reach; and then there was'a‘mid-rangé. 6kay? vThere was |
one in betweene The internal rate of‘teﬁurn for the low side
-case was 11 percent; for the hide side case it was about 40
- percent, For the mid-range case it was 15 percent,
S . Q  How does that relaﬁe to“what I heard people speak of
as-aﬁ_&quity yield? Is_it’prettyfmuch-the_same whenvyou';alk

-about intermal rate of return, or sdmething quite different?

160 f
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‘A7 Let me explain internal rate of return rather than
tell you what people mean by equity yleld, or tzy to.

If you take the cash benefits to the mmlﬂl

you discount all those cash bmefit.s. whether they he m -

savings or whether they be real cash dollars, and you dimt. o

those back to the present, the rata at which the discaumt yate

at which all those flows equsl hic investment i3 tlm emil

rate of vreturn. It is an attempt :ommfo:mmhm
éctual apount that is returned to the investor but ulla tab
account for the timing of that amount,
Q@  How about profit? C
A‘ How about profit? I don't understand what mm.
Q  Does he expect to make some profit om the ——
he has invested? | -
‘A He certainly does. You wem't have, if MM"%
have amy profit, your internal return will be megative br sere, .

Q  Thén is 19 percent internal rate of returs 1Y percent .

return an everything put in, roughly?
A I just caan't say, yea, because that is ruuy m

t:he definlition of preﬁr.‘

Q  Does that take into acseunt. of course the £ut M
he hrgatting the money later rather than sooner and the tax )
benefits and so on? "

6]
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Tax all that.

Q That is his profit adjusted for all these other taxes?
| A  Well, I just have a lot of trchble with that question
because I don't know how you define profit, I am sorry, but I
can't say. | N
- Q Not that I am thinking of capitel gains versus semethi
else. I guess I am not so sure I ¢an, either, so I am going
to leave that line of questioning. -
Have you ever examined the Fruit Growers Express.
property in Alexandria? - .

A No, ma'am.

Q@  Somebody who knows a little bit more about this |
stuff than I do slipped we a question here. I think 1 undap~
stand it. | | | | | |

With respect to that internal rate of rezum. I
t.hink you are driving at the fact that that comi&ez:a the tax
bracket the investor is in, is that right? ‘

A Yes, it :dms.

Q For 19 percent rate of retum, can you tell mwm
the investor's tax bracket would prebably be? | - |

A Well, I can tell you in the cme case we did. W |
“assumed a tax bracket of 50 pement because our likely imsuars
~were in that tax bracket.

o>



ﬁzgggj REDIRECT EXAMINATION
BY MB. ALEXANDER: |

Q The rates of return, were they befors er aftar taxes?

A After taxes.

Q - After taxes.

So that the range would be 12, 19 and 407

A I think it was 11, 19 and 40.

Q  Se if you consider that the investor is in the 30
percent tax bracket, he has pratsx equity yleld of 22, 35 emd
up to possibly 807 | |

A Fo.

Q Where does that go wrong?

A mznthmlynmda#nlmtm-'
are huge losses for tax purposes, for mybo W0 yusrs, m
all you do is make expenditures mdymhnwnow,’

msnhsyou begin to lease the spsaca, mbc;hh
hwe an :!.nflnt of cash which is available te ths invester l!tlt
expmes; and then, finally, 1f you were to sell the projut .
as an income~producing project to Prudential Lifs Insurance:
Company, then you would have quite a large cq;lm gAin at
that point and the rate of return comsiders what tax bracket
you a:e in and considers the timing for all of these svemts,
relates mtbaektnthepmam. But perhaps 1 cas help yamu

e
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by saying if you are in the 35 pércent tax bracket that-those
nuﬁbers very roughly; because I havé.dane.this, don'’t change

that much. They go from 11 to 10 and from 19 to 17 and from
- 40 to 4Sw But the reason for that is because real es;at§ ;_ :‘
develbp@ents don't create any papef magic tax losses. ”All_

- they do is defer that tax. You don’t pay a tax early but you
end up paying it later when yoﬁ sell the project. Unmele S&ﬁ

gets you and well he should, It is just a matter of when.

X3



A

. PARTIAL TESTIMONY OF WALTER LEE PHILLIPS, JR.

[T=355]

Q Do you have an occupation or profession?

A Yes, I am a professional engineer and a land surveyer.

[Fe3se]

Q With what business?
I a President of Walter L. Phillipe, Incorporated.

A
Q What type of firm is that?
A It is an engineering, land plamming and surveying

|firm in Falls Church, Virginis.

Gir3se)
- Q What is a feasibility study?

A i am stressing what a feasibility study 1s to me

beceuce 1 think a feasibility study varies from eﬁgineer te
engineer. My &eftniticn of a feasibility study is a case
here you. evaluate the potential engineering costs and 1mpzova~.'

ments, physical im?rovements that must be made for a potential

LS
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development on a plece of land.

Now, the degree to which this is dome varies from
client to client and the exactness with;which it is done varies
from client to client.

In some. instances, therz is very specific and in
some instances it is more general in nature.

In either event, we take the improvements that are
reqﬁired by the governing body and the improvements that we
think may be required by the governing body and may not be
stated at the beginning 6f the project, and Qe take the improve-

ments that are dictated by matural phenomena -=- lay:of the land,

and so forth -- and we try to predict am outline for the de-

'~ wveloper, g:reasonable estimate of what would be required both

- from his own needs and public requirements for the development
-of a piece of land. | |

Q Is this a reiatively'recent deveiOpmént in the practice

of the_civil engineer? | |
| A Well, I think I couid sum that up best by saying
that ten or 15 years ago clienﬁs approached us with_préperty .
in hand and asked us to engineer. Then we went through a

phase where they approached'ué with property in hand #ﬁd had

found out that there were‘serieus problems because of the lack

'of investigation before purchase.

Jolo




Eﬁ@g&d} Now they approach us almost exclusively -- not ex-
clusively but some type of firm such as ours ﬁefore the land

is purchased. From my experience 1t is almést common practice
now| for a land purchase contract to contain engineering clauses
which will enable this type of analysis to be made.

Q Was this true in January of '72?

A Yes,

Eﬂumgyb Well, what we do, when a man asks for feasibility
studies, we look into the developing characteristics of the

-propexty, what the zoning is, what the setbacks are, what the

parking requirements are, what the utility availahiiity is;
where |it is located, other physical features of the property,
whether it is rough or not, so rough aﬁé any cther aspects,
Then &é summarize these inte a report and advise him of the
potential effects of these.

‘Nows thig requires<avccmbinaticn.of several things:

First|of all, we do not rely entirely on what we learn from
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public officials. This isn't meaﬁt Lo sound dettimental, but
what it means is thaﬁ it is impoésible for a public staff
engineer or other technical person to tell us exactly what is
going to be require& in conjunction with the develeopment of a
site before we submit a defimnite plan.

Q A site plan? -

A A site plan which is eﬁtirely different ﬁhéﬁ; s#y,
a feasipility study plam. It is detailed. .Thera is~deﬁéiled
topography. There is claborate engineering research &nh@>all
the various alternatives.

S0 we have to second guess the engineering éppraval

authority to some extent. Here again it is not meant to be
a detrimental comment; it is just a fact that without details
engineers can't arrvive at speéific conclusions. So we have to
-predict what will be required by the approval authority. We
have to predict what will be necessitated by the development
itself. We tell(yur client what we think he.should do to come
up with the type of davelopmént thaﬁ Qe think he wants.

Q Is it also a purpose, Ifr. Philli@sp to come up with

a development cost figure?

A Yes.
Q For the raw land?
A That's correct. -




[Gc7: el I an going to permit Mr. Phillips to testify as an

T3tk

expert in the field of feasibility studies and give an opinion.

ez
]

Were you called upon by Mr. Hodges te do the so~called

L)

éasibiliﬁy study with regard to the subject tract, Mr. Phillips?
| A Yes, sir; I was,

Q Whaat information were you given and what were you

agked to do?

A Well, I was given the location of the property and

I|was asked to study the best type of layout to maximize the
inénstrial warehouse space on the long, rectangular, poﬁtiwm

of this proparty. I was noﬁ Involved in any other of the

parcels,

B?agfgl * * *

Well, we startéd out with the basic premise that

the use would be for short-term warchousing. Short-temm

>

warehousing to me in this instamce means the type of warén‘
housing defined in the Alexandria zoming ordinance which has

a specific parking requiremeﬁ&s' There is a differential between
sh;rt-teim and longaterm which is very significant. This was

intended to be short-term warehousing.




Eraéqj We also have to satisfy the City zoning requirement -
of one space, one parking space, for each 100 square feet --
for each 4CC square feet of office use and onme for each 600
square feet of short-tem warehouse use.

| So; in any studj of this type you ére working a
balance, more or less triél and error, of available warehouse
Space versus parking., It is a constant cne-offsets=-the-other
situation. You try to reach what is a happy medium Qhere you
can provide the required parking and_supéort the waxchouse

space,

52378]

A Wall, the sanitary syétem is lecated, as I mentioned
previously, I think it ig approximately two-thirds of the
length there on the south side of the property. As far as I
can te}l from the Ci y that main is adequate and there is
capacity in it., The system we proj osed, however, is al@ng
the n@rth‘side of the property for the specific reason that
the office and toilet fixtures in this typ@ of warehouse‘arv
invariablf on the fron*, in this cage the ﬁorth side, and the
buildiﬁg ccnnect o wouid have ta 80 the entire length of Lhﬂ

0
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this land in the watershed
that the water is draining into the building, so
o north to south, the topography is sloping from

th, it 4is mandatory that we provide a systzm of

etween the northern face of the buildings and the

the road which runs along the front of the
In our opinion, it would be impossible to have

this site without a stom drainage trunk

entire length.

¥ x ¥

Now, did you calculate or cause to be calculated,

of these varieus improvements ag of
722

Eés, 8ir; we did,

* Kk k

Then you mentioned parking spaces raquirade How was

ated?

e allotted for each of the moduleg shown on the
Square feet of office area,

Is that a lot or littie?
I

would say it ig a fairly small amount for this
but here again, for the warehousing, you don® t
We calculated the
iraments based on that office space quantity,
idue of the parking wag caleulated

office space,

8 at the rate of

600 Square feet of warehouge gpace for a total of

8¢
* x x
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8] All right. Why is your prejection broken down inte
phasesgvﬂrq Phillips?

A - Ve were advised by Nr. Hodges that a phased develop=
mens vouid be typical and would be mecessary in this type of
development, what was proposed here as oppaseé to a one-unit
develcpment. |

Q The first item you have is grading., Would you tell
the Court w maz ¥Oou maan by grading and the scope necessary for
the finished site develapment of this property?

A Well, the grading we have estim&ted at approximately
one thousand dollars an acre would be for the removal of top-
soil, remo¢a1 of soil and materlal that would be incapable of
carrying the structural lcads of both the rcadways and the |
buildings. There is a certain quantlty9 say, eight to ten
imhes9 on about every property that is not usable, It con~ -

taing organic materlal and other materisls of that scrtu

ile3gg] MR. ALEXANDER: He hés the larger amount in phaseA
one., I am just asking the basis for that allocation,
THE WITHESS: In phase ome?
BY MR, ALEXARDER: |
Q ?Eéa
A 1 sm not sure why that mumber at this point is slightly”
different than the others but a nominal of a thausamé, ap-

'prcnlmately & thousand dollars an acre was the basis for it,

* % *

Jab
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£ill all

A

We picked

(Te392]
' A

would Be

would be

curb

in accord

Ce2930

Would there be any difference in contracting for such

at one time or by phasges?

It is very difficult to predict the cost of fill

because egrth is mever available when you need it, It is

always available when you have it, You can't get rid of it.

an arbitrary mumber of a dollar and a half a cubic

yard for ﬁhe import of this fill which I think is fairly well
accepted in the area for that type of material,

* Kk k-

Well, we hope and expect that all of the storm sewer

developed in accordance with City requirements and

ance with good engineering practice., Frankly, I am a

. little'biL unsure exactly what the on-site requirement of City

and I have based this on-site design and those designs

that carry water through the property on design criteria that

is published by the City.

I' * * %

A Well, we talked to Mr.‘nayton Cook of the City and

léarned --

Q The Director of Public Works?

~A_ Director of Public Works -- and learned from him that

e

and gutter would be required along Quaker Lane.

We also assumed on ocur own evaluation of the impact

of this site that sidewalk and some additional street widening
would be appropriate as well and would be necessary. We in-

cluded those items in Quaker Lane improvements.

7
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Q Why weuld'you make that improvement?
A Well, we felt that ingress and egress onto Roth

Street would be desirable as a secondary mode of access to the
property.
Q Would it be required in the site plamming process

for fire access and so forth?

A I think it is reasonable to assume that it would be.

(12404) o
Q The figures you have under your phase one, om-site
roads, can yQu tell me whethef or not the roadway ydﬁ;prejegt
- would be built in accordance with City standards?
| A Insofar as the structure of the road is concermed,
it would meet or exceed City standards. |
T Q : Why weuld it exceed City standards?
A Well, we have éome very heavy wheel loads here. Our

object would be to make sure we can accommodate those loads.

14
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Q Now, can you tell e, Mr,

Phillips, whether or not

you have gone hog~

[(Te o

wild with improvements or just put the barenﬁ '
minimim

» Or have you gone in between? I know it ig a hnrd

question; but I have to agk you,

A Well, I think I can aﬁswer the question thiS”way:

The worst thing you could do for your client ag an engineer

preparing a study like this would be to underestimate the

costs of these improvements, Our clients are not looking for

the least possible costs at this stage, They are looking for

& reasonable cost, one that they could expect. If there is a

way during the course of final engineering development that

those predicted costs can be reduced, that is fine; but I be=-.

lieve that these feasibility studies should show what might

reasonably be expected and.what would be required im our 6p1nion

for a well-enginee:ed job.

N




I say this because I suppose if you had no restriction:
of any kind, there is always somebody who would do less than

what they should. So what I am saying is, we are telling our

client what we‘think as engineers they should'do and that is
what this estimate represemnts. |

Q In your Opinion, this is the reasonably anticipated
development costs for an industrial park site development of
the subject property?
E&"‘OQJ A I believe it is., I thinkll should also state at
this point that there are usually some, perhaps some qualifica~-
tions to these things. - Sometimes you might havé to do this,
but you mayagot have to do that -~ this kind of tﬁing»gets-iﬂto
it. I am sure that upon final éngineering that some of this
would change but I don‘t feel that in the grosé that the
development cost of this property wéuld be substantially re-
duced upon final design.
| Q Stated another way, is it your opinion that develop-
ment cost wéuld be right_around one dollar per square foot
regardless? ‘ |

A I don't knﬁw what range you are giving it but I tﬁink
that is the correct order of magnitude.

Q And the fact that the property is gemerally level
except perhaps for the extreme western end, is that a big
| advantage to it or how does the engineer look at it? |

A I think it is a disadvantage because my experience
has been from an engineering point of view that flat sites

are really more expensive to develop in some cases than steep




sites. One of the reasons is that the storm drains, because
’ of the flat slopes, become fairly good sized very fast where,
say, on a grade -- I don't like to use too much technical
language =- but say on a three percent grade for example,
which is three feet in a hundred, you might for certain flow
Zgzgqggllnch pipe whereas if it were five percent grade which
is half & foot in diameter, much flatter, you might use 24-inch
pipe. From that point of view development costs are aggravatedg

80 to speak, by the flatness of the site. Also, the drainage

on the surface, the surface has to be molded almeost like waves

on top of the sea to get to force slope points at various

intervals in‘order to get the surface drainage into a storm

drainage system, whereas if you have some topography to work

with, oftentimes you can minimize these costs. I wouldn't

say as a flat statement necessarily that a level site is more
-'difficult but I have seen.instances and I think this is one of

them, where the levelness and the shape ls a problem.

f:re%;]

Q I see. Do you generally do these, as you say, for
prospective purchasers? |

A Usually for prospective purchasers.

177




434
(ed3e7 |
Q Would you say that you might tend tec lean towards
the high side on Projected costs so there won't be any une
pleasant surprises?
A Well, 1 don’t want to make a blanket statement that
we always take the high side. I take the comservative appréach.

¥ x x

——

A Let's say we looked at a éiguation_like Quakef Lane,
for example, in this case. We might be informed thaﬁ sidewalk
wouldn't be required, but I think it makes gécd sense to put
a sidewalk on Quaker Lane. I put a sidewalk on Quaker Lane
in the estimate, |

Q Even if it is not required?

A in this instance I would, yes.'

(e

Q  To your xnowledge, the plan that you have developed

in connection with this case, was thag developed on behalf of
a potential acquirer of the property, purchaser? |
Cqugzg I can't really answer that yes or mo becauée it

really doesn’'t make any differense}to me whether it is for a

buyer or seller. The facts are the same in my opinion..

8



|
I
|

[1e425]

Q Is one of the givens‘that you would consider on the
long site and not any of these auxiliary or other pieces of
property? |
I - A Yes, we did not aztembt to work those into the plan

0 any great degree. When we first started on it, we were
Lo ng that and we were having trouble with it and then I
Learned that, he then told us, we weren't supposed to be doing
Lh&t, that we were just working with a rectangle.
o * %k *

&mﬁ |

q You say there is more or less parking required for

short-term? |
A There is more parking required for shart-tetmg,_i
Q  About how much more, proportionately? |
A Depending on the size, anywhere from four times as

much to almost ten times as much.

R I:

n

TE@44§1 Are you aware of whether or not the City permits
perpendicular parking alang'public streets if the street.is
- dedicated?

A In my opinion, the City would not permit{perpendi;ular

parking along the dedicated street with ingréés and egress tntb 
moving lanes.

Q  Isn't that what you are showing on here? |

A Well, this plan shows 4 feet of roadway and 16 £ae£

for parking, four of which, the extra four between 16 and 20,

(19
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is the overhang. By the time you deduct the maneuvering spac

|

you still have two moving lanes that are not interrupted by

parking, for the access to the parking.,

Q  Now, what is your knowledge as to the minimum width
~ the City would accept in a dedicated public street?

A I am not sure that I can answer that posgitively,

although normally the minimum is 50 feet or rightwof-way.

Q@  Would you have a remaining 30 feet of right-of-way

if you toak 16 feet off your projected road here for perpendic
parking?

A No, I believe in this cage they would either have to

be a special exception to the right-of-way requirement or ther

would have to be a reduction in the warehousing space to accom

medate the additional right-of-way.

(Rt | tTe

- Q I am still not sure - you have answered my question.
My question was whether or not the storm drainage system for
Whlch you worked out the cost wasg particularly designed for a
particular configuratlon of warehouses and the type of uge
that was given to you by Mr, Hodges?

A Well yes, it was. I approximated the pipe sizes

“and locations that would be necessary to accommodate what is

shown on that drawing.
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Q Then you have 16 feet of perpendicular parking spaces.
You would expect a variance with reséect to the size of the
parking spaces if the City let you have perpendicular p&rking,
is that right? '

A Not necessarily. I think that it might be four feet
in there that they would allow as part of the parking although

the curb itself doesn’t include that four feet.

Q Did you testify that a parking space by»Qtty regula-
tions has to be 20 feet in length?

A That's right; but it is customary to inglude_pari of
the bumper overhang in the 20 feet. In other words, let's say
that this is a wall and that this is 20 feet;that would be
required. I wouldn't have to pave all the wéy up to that
wall, I could stop right here because the wheels of the car
ére not flush with thevfront of the car, |

Q Bﬁt you would be looking, then, for some sort of
variance to take that into account, is that correct?

A If the City's policies would not allow that, I would
haée td axpéct to ask for a.variance, yes.

{7RYe0] o
| G = Okay, the point of all that, Mr. Phillips, ist
Assuming that that has already happenéd; ;hét you have got

railroad trecks over here beyond the property lipe that are

19
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somewhat below grade, makes me wonder if it wouldn't be possible
instead of building this up to cut it down and have your vail-
read line here, be down lower, and use some of that dirt to
provide the £ill from on the site? Was that considered at all?
A Thét concept of grading it was not censidered and 1
woﬁld not want to ccmnent on it without some additional studies

as tc whether or not this was a feasible idea,

(dedesy e

You mentioned sevaral times that there are a mmber |
of unknowns. You can go to code books; you can take your awn
- personal experience. Where does the City have.tﬁe leverxage in

requiring finally the site improvements, at what point?
o A The Cityvhas a site plan ordinance and requires the
'submissién of a detailed site development plan for amy improve=
ment of this sort inm the City.
Q  As far as the site plan procedure at that peint, can
.they.sﬁecify the width of a_roaéway, for.instanee?
A Yes. - )
Q ._ éan they speéify imprevements needed at the Quaker
Laﬁé access? | |
A vYés.
Q Cah théy specify the on an@ off-gite improvements
needed at the-Roth Street area? |
A Yes,
h Q Gan they:specify_the location of hydiants, catch -
Bésinsvand so forth?

A Yes, they can.

e
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Q Can they specify the storm sewer ~- I mentioned that -«

the sanitary sewer requirements?

A Yes,

Teeis)
Q. VWould you describe those sales, please?

A. Drug Fair purchased -- you see, these are similar
but mélly not comparable; this is the tur;n of the coin.
Here we have good similerity but ao comparability, and I'll
tell you in & minute why they aren't comparable,

Q. VWell, I asked you if you found any sales of prop-
erty that you felt were comparasble to Fruit Growers' as it
is now, and you're telling me of properties which you felt

- weren't comparable. |
_A. All right, there is no way of sdjusting these
| sales to the subject even though they fitted so nicely in
size, like from 30 acres to 36 acres in size; ours is 30
here. There's is undeveloped in the rav; ours i{s undevelop-
ed in the raﬁ. They had development vcosts that were high;
ours has high development costs.

Q. You are telling me how they are comparable. Are
they ‘o: are they not comperable salesg?

A. They are similar but again they are not comparable.
No, I'll have to omit the list. o

Q. When you say similar, you have ment ioned several
characteristics. Whea you say they are not comparable, what

do you mean? -
. 183




[1Relt]

A, Meaning that yoq would have to know -- you woul
have to make three complete appraisals --

Q. You didn't do that?

A. -- In addition to making the appraisal of this
property. |

Q. But you didn't appraise any_bthers?

A, No, That involved maybe $12,000,§orth of engin
ing and maybe $8,000 worth of appraisals fees just to ap
thé other three properties to see how they would come ou
as compared to ours., Aand you.just can't economically go
into that because these éther three propertiesg all invol
some development costs, Two of them were expensive, but
not as expeﬁsive as our property.

Q. 1Is it your testimony that you found no propert
anywhere that you felt had sold and was comparable to th
Fruit Growers' site as it stood in January of 19727

A. Similar but.with no economic way of comparing
‘two. 1 said there were 29 cents;a square.fbot, 30 cents
a square foot, and 30 cents a squére foot, Mrs. Sasso.

I can't use those to appraise the subject property. The
not enough aééu:acy iﬁ comparing the Drug Fair site with
site unless yod épepd an awful lot of wmoney doing a comp

son.

”
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FRUIT GROWERS EXPRESS
PHASE 1
Building 1 , , , 14, 400 Squére Feet
Building 2 . 18,800 Square Feet
Buildings 3 thru 13 - 11 @ 21,625 237,875 Square Feet
' 271,075 Square Feet
Parkmg - Office - 13 x 200 x 1,400 _ . 7
Parking - Warehouse - 447
454 Requxred
Cost Estimate _
1. Grading - ' 11.2 Acres x $1,045 $ 11,700
2. . Fill Under - 271,075x 3/27 x $1.50 $ 45,179
3. Storm Sewer - - : ‘
15" 40 LF x $9.00 . 0§ 360
18" : . 140 LF x $10.00 1,400
36" 420 LF x $22.25 ' - 9,345
42" _ 445 LLF x $25.75 11,459
48" - 330 LLF x $30.25 » . 9,983
6'x 6BC 25 LF x $175 : 4,375
8'x 8'BC - 365 LF x $200 : 73,000
30" _ - 30 LF x §17.75 533
24" 255 LF x $13.25 - 3,379
54" ' - 330 LI x $38 12,540
~Structures - 28 Ha. x $300 ' . 14,000
$140,374
4. Sanitary Sewer -
"lap Fee - $.035/GSF = 2/1 075 x .035 . $ 9,488
10" Sanitary Sewer 1780 x $10 ’ : 17,800
Manhole - 8 each x $300 ' » 2,400
- $ 29,688
186




"~ FRUIT GROWERS EXPRESS

PHASE 1

Water - ,

Tap and Meter Fee 13 taps x $125
6" Water - Colvin St. 200 LLF x $18
6" Water - on site = 400 LF x $8

12" water 2200 LF x $12.50
8" Water v 180 LLF x $10
Hydrants- 8 Ea. x $430

Quaker [ane Improvements -

C&G ‘ ' 350 LLF x $3.40
Sidewalk 350 I.FF x $3.15
Entrance "2 Ea. x $905

- Pavement . 350S.Y. x%$6.3%0

Roth Street'[mprovements (95" from Colvin St. to property line) -

C&G 190 LF x $3.40
Sidewalk " 190 LF x $3.15
Entrance 1 Ea. x $905

Pavement ‘ 380 S.Y. x $6.30

On Site Roads -

C&G 4,520 I.F x $3.40
Sidewalk 3,560 LF x $3.15
Entrance ' 12 Ea. x $150
Pavement 22,811 8.Y. x $6.50
. Railroad -
~ Charge by R.F. &P LS - $7,000
Switches - 2 Ea. x $5,000

Rail ' 3,200 LF x $15.°

187

$ 1,625

3,600
3,200
27,500
1,800

3,600
$ 41,325

$ 1,190 .
1,103
1,810
2,275 -

$ 6,378

$ 646
599
905
2,470

$ - 4,620

$.15,368
11,214

1,800
148,272

$176, 654

$ 7,000
10,000
_ 48,000

~ $ 65,000




Buildings 14 thru 19 - 6 @ 21, 625

FRUIT GROWERS EXPRESS

PHASE 11

Parking - Office - 6 x 200 x 1/400
Parking - Warehouse - 128,550 x 1/600

Cost Estimate

1.
2.
3.

Grading -
Fill Under Slab -

- Storm Sewer -

21"
24"
27"
33"
42"
15"
Structures

Sanitary Sewer -

6.C Acres x $1,000
129,750 x 3:27 x $1.50

130 LF x $11.50
25 LF x $13.25
180 L.F x $15.50
250 LF x $20.00
35 LF x $25.75
200 LF x $9.00
12 Ea. x $500

Tap Fee - 129,750 x $0 035 GS¥

10" Sanitary Sewer

Manhole

Water - v
Tap and Meter Fee
12" Warer Main
6" Water Main
Hydrants

8" Water Main

920 LIF x $10.00
S Ea. x $300

6 taps x $125
785 LF x $12.50
375 LF x $8.00
4 Ea. x $4%0
100 LLF x $10.00

188

129, 750 Square Feet

3
214

217 Required

$ 6,000
21,625

1,495
331
2,790
5,000
901
1,800
6,000

$18,317

$ 4,541
9,200
1,500

$15, 241

$ 750
9,813
3,000
1,800
1,000

$16,363




FRUIT GROWERS EXPRESS

PHASE 11
On Site Roads -
C&G 2300 LF x $3.40
Sidewalk 1560 LF x $3.15
Entrance 6 Ea. x $150.00
Pavement 9600 S.Y. x $6.30
Railroad -
Switches 1 Ea. x $5,000
Rail . , 1440 LLFF x $15

189

$ 7,820
4,914
900

62, 400

$76,034

$ 5,000
21,600 -

$26, 600




FRUIT GROWERS EXPRESS

PHASE 111

Buildings 20 thru 25 - 6 @ 21, 625 129, 750 Square Feet
Parking - Office - 6 x 200 x 1/400 ) ' 3
Parking - Warehouse - 128,550 x 1/600 214

217 Required

Cost Estimate

l. Grading - 5.5 Acres x $1,000 8% 5,500

2. Fill Under Slab - 129,750 x 3/27 = 14,417 CY ,
. ' x $1.50 , 21,625
-3, Storm Sewer - '
15" ' 215 LLFF x $9.00 _ 1,935
42" - 725 1.F x $25.75 18, 669
Structures 5 Ea. x $300 2,500
$23,104
4. Sanitary Sewer -
Tap Fee - 129,750 x $0.035 ' $ 4,541
10" Sanitary Sewer 860 LF x $10.00 - 8, 600
Structures -5 Ea. x $300 ' 1, 500
: $14, 641
. 5. Water - '
. Tap and Meter Fee - 6 taps x $125 ~$ 750
6" Water - 375 LF x $8.00 3,000
8" Water 260 LF x $10.00 . 2,600
12" Warter 690 LIF x $12.50 8,625
Hydrant 4 Ea. x $430 o o 1,800
: $16.775
6. On Site Roads - ‘ :
C&G - 1950 I.1' x $3.40 _ $ 6,630
Sidewalk 1440 LF x $3.15 4,536
Entrance 5 Ea. x $150 : ~ 750
- Pavement 8000 S.Y. x $6.30 : - 52,000
' ' $63,916
-7. Railroad - ' o _
' Switches 4 1 Ea. x $5,000 - } $ 5,000
Rail 1470 LLF x $15.00 22,050
' ' $27,050

190
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FRUIT GROWERS EXPRESS

PHASE IV .

idings 26 thru 29 - 4 @ 21, 625

Parking - 4 Offices x 200 x 1/400
Pallrking - Warehouse - 78,500 x 1600

!

Cost Estimate

1.
2.
3

Grading -

. Fill Under Slab -
. i Storm Sewer -

18'!
48"
Structures

. Sanitary Sewer -
Tap Fee - 86, 500 x $0.035

10" Sanitary Sewer

Manhole

. | Water -

Tap and Meter Fee
6" Water

8" Water

Hydrant

On Site Roads -

1C&G

Sidewalk
Entrance
Pavement

Railrbad -
Switches
Rail

18" Sanitary Sewer

S Acres x $1,000

86,500 x 3/27 x $1.50

440 LF x $10.00
400 LF x $30.25
S Ea. x $500

220 1.F x $10.00
440 I.F x $15.00
4 Ea. x $300

4 taps x $125
LIS LF x $8.00

430 LLF x $10.00
4 Ea. x $450

2130 LLF x $3.40
1240 LF x $3.15

. S Ea. x$1%0
7700 S.Y. x $6.50

1 Ea. x $5,000
890 LF x $15.00

191

86, 500 Square Feet
2
131
‘133 Required

$ 5,000
$14,417

$ 4,400
12, 100
2, 500

$19,000
$ 3,028
2,200
6, 600
1,200

$13,028

'$ 500

+520- 520 &

4,300
1,800

$H-S20—.
9, 29
$ 7,242
3,906
750
50,050

$61,948
13,350
$18,350




L . bos k. N . 3 -
¢ 45 Y W o ! e ¢ 8

U< e b rrm———
FOR COMPUTER DETERMINATION OF THE PRESENT VALUE OF A NON-

INVESTMENT DEVELOPMENT PROPERTY BASED ON DISCOUNTING OF FUTURE
NET CASH FLOW. Rates for equity yield, acquisition loan and
development loan must be entered in accordance with the period
for which cash flow is discounted (ie., o ot
semi~annually or annually). Clear main d

subsequent runs involving shorter develo

00 Yield on equity cash invested, periodic 01500
01 Acquisition loan/price ratio = 0+7500
02 Acquisition loan interest, periodic . 0«0450
03 Acquisition loan curtail ratio : 1«100V0
04 Development loan interest, periodic A 0«0600
05 Development loan curtail ratio ' . 12500
06 Total gross sales from project = 2454,206000
07 Total development & sales expenses 1,312746+000
10 Gross sales income, lst period o : 1e
11 Gross dev. & sales costs, lst period . 397,364 0
12 Gross sales_income, 2nd period _ . ~ 204,517
13 Gross dev. & sales costs, 2nd period . 315135
14 Gross sales income, 3rd period 204,517
15 Gross dev. & sales costs, 3rd period 0
16 Gross sales income, 4th period 204517«
17 Gross dev. & sales costs, 4th period O
18_Gross _sales income, S5th pexriod _ . _ 206,517
19 ' Gross dev. & sales costs, 5th period ' O
20_Gross_sales_ipncome, _6th period_ . 204,517~
" 21 Gross dev., & sales costs, 6th period . . 218017
22 Gross sales income, 7th period ' 204,517
23 Gross dev. & sales costs, 7th period . Qe
24 Gross sales income, 8th period o 204,517
25_ _Gross dev. & sales costs, 8th period . 0
26 Gross sales income, 9th period . 204,517
27_ Gross dev. & sales_costs, 9th_periad 209,882
28 Gross sales income, 10th period . 204517
29 Gross dev. & sales costs, 10th period -~ 0
30 Gross sales income 11lth period ... . _ .. - 204517
31 Gross dev. & sales costs, llth period _ 0~
32_Gross_sales_income, 12th period _ . - 204517
V 33 _Gross_dev. & _sales costs, 12th period 173348
34 Gross_sales_income, . 1l3th _period. __ _ .. .- 204,517
35 Gross dev. & sales costs, 13th period Q-

36 Gross sales income, l4th period '

37 Gross  dev. & sales costs, l4th period ~ ——

38 Gross sales income, 15th period : ﬂ,[,: Q,e.’&}nl— 70

39 _Gross dev. & sales costs,. 15th period g . zf’
45(,4(7/14,(.&()“4 454(1. }/

40 Gross sales income, l6th period .

AJ_._Gmss_desL._L.sales.costsM-th—-penmd- /@ZEG'W » \LQ/ '
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_ Market value of total property

Initial equity cash invested

. Acq.

loan

balanqg; beginning of period

Acqg.

loan

curtail during. period

Acqg.

loan

interest for;period

Dev.,

loan

balance, beginning of period

Dev,.

loan

curtail (+) or draw(-) in period

Dev.

loan

interest for period

Net cash flow for period

- Acq. -

loan balance, beginning of period

Acqg.

loan

curtail during period

Acqg.

loan

interest for period

Dev,

loan balance, beginning of period

_Dev

Dev. loan interest for period

2v. loan curtailf(+) or draw(-=) in period .

’Net cash flow for period

Acqg.

loan

balance, beginning of period -

Acq,

loan

curtail during period

Acg.

loan

Dev,

loan

interest for period

Dev,

loan

balance, beginning of period _
curtail(+) or draw(-) in period

Dev.

loan

interest for period

Net cash flow for‘period

Acgq. loan_balance, beginning of period
Acq. loan curtail during period
Acg. loan inteérest for period

Dev. loan balance, beginning of period

Dev, loan curtail(+) or draw(-) in period

Dev. loan interest for period

Net cash flow for period

1393

N
466,564
116091

348,273 o
0
15672

Qs
~397,363
11,320

~27,593

348273
31,925
14,953

397,363«
~110618 >
27,160

~74,039

316,347
31,925
13517

507,981
62607
29,200

87,266
284,422
31,925
12,080 ¢
465373
63,911
26,005

70,5964 ¢




‘“ BN
Market value of total property _ _
Initial equity cash invested ‘
| | 5 |
| Acq. loan balance, beginning of period 252497 ‘
Acq. loan curtail during period - 31,925
Acqg. loan interest for period _ 10,644 0
Dev. loan balance, beginning of period . 401,401
Dev. loan curtail(+) or draw(-) in period - 85215
Dev, loan interest for period : ' 21,531
Net cash flow for period ‘ _ . .- 55201
- b Py
Acg. loan balance, beginning of period 220,572«
Acq. loan curtail during period : 31,925
Acg. loan interest for period : - 9207
Dev. loan bal,a_n_c_e_,__bg_g_i’_r_m_j__ng;_qj__pg_ti_gd__ : 316,246 0
Dev. loan curtail(+) or draw(-=) in period =13500-
Dev. loan interest for period ' 19,379 ¢
Net cash flow for period . , =60,512
: ] 7 e .
Acq. loan balance, beginning of period ' 189,647
Acqg. loan curtail during period - : 31,925
Acqg. loan interest for period 7,770
Dev. loan balance, beginning of period 329,746¢
‘Dev. loan curtail(+) or draw(-) in period ‘ 127,823«
Dev. loan interest for period , 15950
Net cash flow for period : ‘ 21,047
. . 8 *
Acq. loan balance, beginning of period 156722
Acg. loan curtail during period : 31,925
Acg. loan interest for period : 6,334 ¢
' Dev. loan balance, beginning of period 201,923«
Dev. loan curtail(+) or draw(-) in period - 1431260
Dev. loan interest for period 7,641
‘Net cash flow for period ) ' . 9,489 -




Market value of total property

Initial equity cash invested

- Acqg.

loan

balance, beginning of period

Acq.

loan

curtail during period

Acqg.

loan

interest for period

Dev.

loan

Dev.

loan

curtail(+) or draw(-) in period

Dev.

loan

interest for period

Net cash flow for period

Acq.

loan

10

Acq.

loan

balance, beginning of period
curtail during period

Acqg.

loan

Dev,

loan

interest for period

balance, beginning of period

Dev.
Dev,

loan
loan

._loan curtail(+) oxr draw(=) in period

interest for period

Net cash flow for period

' Acq.

loan

: 11
balance, beginning of period -

Acqd.,

loan

curtail during period

Acqg,

loan

interest for period

‘Dev.

loan

balance, beginning of period

Dev.

loan

curtail(+) or draw(-) in period

loan

Dev,

interest for period

Net cash flow for period

12

'_AggL_lggn_pglanceifbeginninq>of period

Acqg. loan curtail during period

Acg. loan interest for period

Dev. loan balance, beginninq of period
Dev. loan curtail(+) or draw(-) in period
Dev. loan interest for period

Net cash flow for period

195

124,797 »
31,925
4,697«

52,796
-4,365
3,298 e

60121

92,872
31,925
36600

57,161
57,161
L7146

110,255

60,9647
31,925
2,024

Qe
Qe
Qo

170567«
29,022
29,022+

653
Qe
Qe
Qo

1,693




Market value of total property

Initial eguity cash invested

Acqg.

loan

130

balance, beginning of period

Acq.

loan

curtail during period

Acq.

loan

Dev.

loan

interest for period

balance, beginning of period

Dev.

loan

curtail(+) or draw(-) in period

Dev,

loan

interest for period

Net cash flow for period

Acq.

loan

Acqg,

loan

balance, beginning of period
curtail during period '

Acqg.

loan

interest for period

Dev,

loan

balance, beginning of period

Dev.

loan

n_curtail(+) or draw(=) in pexiod

Dev. loan interest for period

Net cash floﬁ for period

Acqg.

loan

balance, beginning of period

Acqg.

loan

curtail during period

Acqg.

loan

interest for period

Dev.

Dev.

loan

loan balance, beginning of period

curtail(+) or draw(-) in period

Dev.

loan

interest for period’

Net cash flow for period

Acq. loan balance, beginning -of period
Acq. loan curtail during period

Acqg.

loan

interest for period

Dev,

loan balance, beginning of period

Dev.

Dev,

loan curtail(+)ﬁor.draw(-) in period
loan interest for period

Net cash flow for period

196

Qe
Je
40.
Qe
Qe
Qe

204,517




FOR COMPUTER DETER. _.NATION OF THE PRESENT VALQ OF A NUN-
INVESTMENT DEVELOPMENT PROPERTY BASED ON DISCOUNTING OF FUTURE
- NET CASH FLOW. Rates for equity yield, acquisition loan and
development loan must be entered in accordance with the period
for which cash flow is discounted (ie., monthly, quarterly,
semi-annually or annually). Clear main data registers before
subsequent runs involving shorter develc=—~=+ -~nA ealac nerind.

00 Yield on equity cash invested, periodic 01500
01 Acquisition loan/prlce ratio . 0e9500
02 Acquisition loan interest, perlodlc _ 00350
03 Acquisition loan curtail ratio 11000
04 Development loan interest, periodic 00600
05 Development loan curtail ratio 12500
06 Total gross sales from project 2654206+000
07 Total development mt}?mm&w ,312746+000
10 Gross sales income, lst period ) 1e
11 ~ Gross dev. & sales gosts, 1st period T 397,364
12 Gross sales_income, 2nd period 409,034
13 Gross dev. & sales costs, 2nd period 315135
14 Gross sales income, 3rd period _ 405034~
15 Gross dev. & sales costs, 3rd period 218,017
16 _Gross sales income, 4th period - 409035
17 Gross dev, & sales costs, 4th period : Qe
18_Gross_sales income, 5th period_ _ __ ___ _ : 409,034 .
19 Gross_dev. & sales costs, 5th period : 20,882~
20_Gross. sales_income, 6th period . 409034
2l Gross dev. & sales costs, 6th period . Qe
22 Gross sales income, 7th period : 4090365
23 __Gross dev. & sales costs, 7th period. 173,348

24 Gross sales income, 8th period .
25~ Gross dev. & sales costs, 8th period

26 Gross sales income, 9th period

27_ Gross .dev. & .sales _costs, 9th perlad.
28 Gross sales income, 10th period

29 _mggoss dev. & sa}gs costs, 10th period

30 Gross sales income 1llth period __
31 Gross dev. & sales costs, 1llth period

numbers of the

32 _Gross sales income, 12th period. —_—

33 Gross dev. & sales costs, 12th period
34_Gross_sales_income, 1l3th_period ______ .

35 Gross dev. & sales costs, 13th period
36 Gross sales _income, 1l4th period

37 - Gross dev. & sales costs, 14th period
38 Gross sales income, 15th period

39 _Gross dev._& sales _costs, 15th_pexiod .
40 Gross sales income, 1l6th period

régisters shown
at far left.

Al__ﬁrass_den._&_sales_castsT—lsth_period_
197




'Acq: loan balance,

Inltlal equltv cash 1nvested

beginning of period

.Acq. loan curtail during period

- Acqg. loan interest for period

Dev. loan balance

,_beginning of period

Dev. loan curtail(+) or draw(-) in period‘

Dev. loan interest for period

Net cash flow for period

Acg. loan balance,

beginning of perlod

Acg. loan curtail during period

Acgq. locan interest for period

Dev. loan bélance

beginning of of_pg;;od

Dev._loan curtail(+) or draw(=) in period

Dev. loan interest for period

Net cash flow for period

Acg. loan balance, beginning of period -

Acg. loan curtail during period

Acg. loan interest for period

Dev. loan balance, beginning of period

Dev. loan curtail(+) or draw(-) in period

Dev. loan interest for period

Net cash flow for period

Acq, loan_balance,

beginning of period

Acq. loan_curtail during period

Acg. loan interest for period

Dev. loan balance

. beginning of period

Dev. loan curtail(+) or draw(-) in period

Dev. loan interest for period

Net cash flow for period

/

1898

761,082
38054--bﬂf0

”b’
it
o -
7230208 95704 /
03
25305 Yy
' q &
. 0 ®
~397,363

11,920

Lg.u\j‘. f(f
-3%2?7.

723028
132555
22,986

397,363
19,562«
23,254

-1064,459

590,473
132,555
18,346

377,800
79,590
20,280 ¢

-59,755
457,917
132,555
13,707
298,210
255,647«
10,223

‘=3,098 ¢




_M_ra_r.l_ce‘t value_of total property
Initial egquity cash invested

’

_Acq. loan balance, beginning of period 325362
Acq. loan curtail during period . 132555
Acg. loan interest for period 9,067

Dev. loan balance, beginning of period : 42,563
Dev. loan curtail(+) or draw(-) in period 42,503
Dev. loan interest for period 1,276

Net cash.flow for period A . 14,668

._f_x_cq.' loan balance, beginning of period . 192807
Acq. loan curtail during period ' . 132555
Acg. loan interest for period . 4,428 ¢

Dev. loan balance, beginning of period : 0
Dev, loan curtail(+) or_ draw(.)__Ln_p_eI.LQ_d_ ’ 0
. 0‘.

Dev. loan interest for perlod

Net cash flow for period | 272050~

Acq. loan balance, beginning of period . 60,2520
Acg. loan curtail during period 60,252
‘ 1,054 ¢

fAcq. loan interest for period

-0.0

Dev. loan balance, beglnnlng of period
Dev. loan curtall(+,) or draw{-) in perlod 0.

Dev, loan interest for period 9'

174,380«

Net cash flow fo;:‘fperiod

Acq. loan balance, beginning of period
Acq. loan_curtail during period
Acg. loan interest for period

Dev. loan balance, beginning of period
Dev. loan curtail(+) or draw(-) in period
Dev. loan interest for period:

Net cash flow for period
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