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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 to the provisions of §58-1145. Code of Virginia. 

your petitioner, Fruit Growers Express Company, respectfully represents 

unto the Court: 

1 . That your petitioner is the owner of the land consisting 

of a;pproximate ly 31 . O 5 acres in the City of Alexandria, 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 

assessedd$1,056.250. 

3. That the new assessment is in excess of the fair 

market value of the property and is inequitable as compared to like 

I • < 



properties. 

4. That your petitioner has exhausted its administrative 

remedies in appealing from the said real esta~e assessments. but said 

appeal was denied by the Board of Equalization. 

5. That the erroneous assessment was not caused by 

the wilful failure or refusal of your petitioner to furnish the tax assessing 

authority with the information required by law. 

WHEREFORE. your petitioner prays that the Court will 

correct the above assessment as finally determined by the Board of 

Equalization of Real Estate Assessments by reducing the total assessment 

on the abovetfroperty from $1. 056. 250 to.$1'00",0oo·and will enter an 

order directing the Clerk.of the Circuit Court to notify the Commission·er 

of the Revenue of the City of Alexandria of the change in the assessment. 

and direct him to make the proper correction in the Land Assessment 

Books and that your petitioners may have such other, further and 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 exhibits: 

numbered 8 and 9; upon motions by the City of Alexandria to strike; 

the testimony of petitioner's witness, McClotid B. Hodges, Jr., 

to strike all 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 hi,s 

opinion for the value of the subject unimproved real pr?perty 

as of January 1, 1972, is entirely based upon a developmental 

method or technique of real estate appraisal using a discounted 

! 
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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; and that petitioner's exhibits numbered 8 and 9 require 

acceptance of the same speculative assumptions; therefore it is 

ORDERED, ADJUDGED and DECREED that the City's objection 

to.the admission into evidence of petitioner's exhibits numbered 

8 and· 9 is hereby sustained, and the City's motion to strike th·~. 

! 



'I I: 
II I: · !\ testimony of the petitioner' s witness , Mc Cloud B. Hodges, Jr. , 

Ii is hereby granted on the ground that the exhibits and the testi-

11 mony relate to a method of valuation of unimproved real estate 

11 
based on ~ssumptions 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 petitioner failed to sustain 

the burden of proof imposed by the applicable statute, § 58-1145 

of the 1950 Code of Virginia, as amended, in that petitioner did 

not show that the property in question was assessed at more than 

its fair lna.rket value in 1972 or that the assessment was not 

uniform in its applicatione 
-...... 

AND THIS CAUSE IS ENDED. 



[OPINION OF THE COURT] 
··----------. 

(Ill. C.9;l.) THE COURT: Io this case on the 19th after Mr. 

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

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

it was a capitallzatioo of locome approach which abe aaid 

1a not proper under the case of Appa lachtan Power Company 

versus Anderson, 212 Virginia 705. And at that t lme I thlak 

I made a atatemant that I couldo 't see •here lt would be in 

error in show 1og that the pre1ent value of the land 18 af • 

fected by the cost adopted for it~ hf.gbeat and beat uae. 

Back there on the 19th, it seems· to •• 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 objectlon. 

Now, after that, we had tbe testimony of Mr. 

Travers, Mr. Robbia, Mr. Marke, Mr. Mosely aacl Mr. Pbllllpa 

and then Mr. Hodges• testimony today. Insofar aa the exblblte 

are concerned, I think everything is ln except tbia computer 

format. 

MR. ALEXANDER: Whlch is purportedly lumber 94 

THE COORT: Well, I guess the admis11b111ty of 

eight and nine have not been determined • 

. ') 



As I understand, your testimony has been 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 strike. 

MR. ALEXANDER: A 11 right. 

THE COURT: I might indicate, Mrs. Sasso, that I 

don't intend, at this point at least, to grant the motion 

to strike as to all of the plaintiff's case in any event. 

What I am saying is, I think the cost to bring the piece of 

property to its highest and best use is in my opinion a 

proper part of the evidence to determine value for its 

highest and best use .. 

And now then, whether or not the question of how 

long it takes to complete the project, and how long it takes 

to make a prof it in those things, which may or may not be 

variables, whether you're getting into sort of an analogous 

situation where you are trying to take a prof it from a busi

ness as value in condemnation suits, I'm just going 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. 

b 



fr~ '1Sll THE COURT: In 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 
(1R 115;11 

party knows, the owner baa a statutory burden of proof to 

show tbe true market value is leas than asaessed by the 

Clty. Insofar as Mr. Hodges' testimony and Mr. Phillips' 

testimony is 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 time, variable& of 

interest. variables of acquisition loan ratios. The 

amounts of sales are speculative to 10• extent, dependent 

oia whether or net. The scheme of Mr. Phillipa' is accurate 

to the point where he had .l,090,758 square feet of ware

house space at $2.25. The amount of sales 18 somwbat 

speculative and also the matter of warehouse apace ta 1pec

ulative. 

Insofar as the 30 percent prof it item is concerned, 

that to me, is somewhat analogous to the rule that you can't 

use prof it in a going bua iness when you are in an eminent 

domain 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 don't 

have, even with Exhibits 8 and 9, aa exact valuation or a 

concluded valuation. I think ~..r. Hodges is of the opinion 

that probably an acquisition of that ratio loan of 85 per

cent with eight percent it.terest would be the fairest or 

~7 



(1R 'J~~:-~ 
maybe he thinks we ought to take all 12 values given and 

the mean would be the fairest. 

I merely grant the motion to strike because of 

the variables which _I think to a certain degree are specul• 

tive. As 1 understand to arrive at a true market value, 

under the laws in Virginia, you can't use speculative fact1 

to arrive at true market value. 

I grant the motion to strike Mr. Hodges' evidenc 

and sustain the objection to the admisstbllity of Exhibits 

8 and 9. 

8 



... 

NOTICE OF APPEAL AND ASSIGNMENT OF ERROR 

Petitioner Fruit Growers Express Company, by 

counsel, hereby gives notice 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 

motion to strike the evidence of petitioner's witness Mccloud 

B. Hodges , · Jr. : 

2. The Court erred in ruling that petitioner 

presented no other evidence of value of the subject property. 

3. The Court erred in sustaining respondent's 

objections to petitioner's exhibits numbers 8 and 9; 

4. The Court erred in granting respondent's 

motion to strike all of petitioner's evidence and in dismissing 

the petition; 

5. The Court erred in ruling that petitioner 

did not show that the property in question was assessed at 

more than its fair market value in 1972 or -that the assessment 

·was not uni.form in its application. 

f ilede 

The transcript of the case is to be hereafter 

FRUIT GROWERS EXPRESS COMPANY 
By Counsel 



PA.RTIAL TESTIMONY OF McLOUD B ~ HODGES, JR. 

A. 

Q. 

* * * 

What 1s your profession, Mr. Hodges? 

Real estate appraiser and investment cou 

In what particular area? 

.Mostly in the Washington., D .. o. region. 

say about 85 to 90 percent of my ~ork is in this r 

~ Do you specialize in any particular type 

properties? 

· y sir· investment properties and prop A. es, , . 

subject to subdivision and development over a slza 

span or time, involving market survets, unit costs 

that sort of thing. 

Within these last five years, sometime, 

beginning, let's say, three and six years ago, I be 

specialize and am now fully apecial1zlng in actual 

va luat1on and counseling Jobs for buyers a.nd seller 

lessors and lessees of tee interests and partial 

in properU.es, mainly income-producing, sometimes 

subdivision properties. Like, for example, one of 

biggest builders in the region, I can remember doi 

of his largest land acquisition valuation analysis 

1965 and 1971. And it's throughout the region; it 

litontgomery County, Prince Georges County,, Wa shingto 

to 



(-fR.i~JD· C •• and the Northern V1rglnia counties, and as far 

a~ay as Spotsylvania, and a counseling job occasionally 

in Roanoke or Richmond or Warrenton or Frederick, 

Fredericksburg -- Frederick, .Maryland -- Winchester. 

* * * 
· [1iv9] TBE COURT: The Court accepts .Mr. Hodges as an 

(1-"~1~Jexpert appraiser in the field of land valuation. 

* * * 

tJ~~1J (rJ.n •bat ltay did you go about 
-· : ~/ 

determining the most profitable use of the land -- •ell, 

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

A.. Well, the most profitable use of the land is 

that which -- well,, first and foremost today, ls allowed 

by the local subdivision and ·zoning ordinances and baa 

a likely chance of being approved in light .of the impact 

of the ecologists and the environmentalists, but ls st1,1.l 

predominantly a u.se that produces the maximum monetary 

profit. And I think the maximum monetar7 profit from 

tb1s land ean be derived on tne lat of January, '72, by 

developing a good quality -- and it would have to be good 

qµa lity permanent warehouse park. wltb rail service 

serving the back ends of almost all of tne bu1ld1nga 

backing up to it. This, I think, 1s the best use of the 

property. I don't think: that it ·has any appeal at all 

to the h1gh-r1se or low-rise or townhouse residential 

market. I don't think- that an of tic• building entrepre-

I I 



neur could get to first base with a permanent loan 

commitment to build an office building of any size, 

a multi-story elevator office building, in that location 

as ot 1st or January, '72. 

* * * 

Now, being of the op1n"ion that the highest and 

best use Has for this type of wa~ehouslng on the propert 

•hat was the next step in your appraisal? 

A. The first and most important step is to get 

from an engineer an estimated cost of developing the 

park into -- the land into a warehouse park and pro

portlonlng those costs for sewer, water, street and all 

other things, into a reasonable and logical phasing 

program. And I think a reasonable program here would be 

to run from Quaker Lane eastvard to the point parallelln 

Roth-Street and developing approximately 43 percent of 

the land, originally -- I mean initially; and U1en 

developing the next three stages,, lthlch are much smaller,, 

toward Telegraph Road as we ltlould need. those sites. 

The development costs 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 mone~ note to the 

seller of the land and the interest on the development 

/~ 



--~-~· -- ... 

..._, M '· .. · .... ,... 

or construction loans, the difference between a 11 the 

income and all the expenses represents land value; and 

that is th•~bas~s for the entire valuation. 

It~· wouldn't have been the basis if we had had 

a number o.f· reliable and obviously comparable sales or 

like and slm!lar properties, and I only found two. 

Yes. These things are investigated before 

the negotiations, yes. 

Q. You k.ne1111 you were going to have to do slDrm 

drainage and make some provision for that on site? 

A. Yea, very definitely. 

Q. Were these things done after the purchase by 

Chrysler? 

~ The finishing work was done; the storm sewer 

completely; andmme ot the till after the purchase. 

Q. And even taking all of that into consideration, 

did you reel that $2 .32 a square root was a fair market 

price tor t~t site? 

A. I never agree that the price is a ta1r market 

price. I do feel that that price -- 1t was a negotiated 

price from a very much higher tigure than that. 

* * * 

/3 



In what 'way ls the cost of ma king the land 

usable important to your appraisal of the property as 1 8 

Mr. Hodges? 

A. Well, the first thing that the hypothetical 

purchaser would do would be to want to find that cost .. 
and if it exceeded the retail value of all the land 

adaptable for tibat I have already stated was its highes 

and best use, he would drop a 11 further consideration o 

buying it for that purpose. 

Now, he might buy it tor eome other purpose, 

like a parking lot. Then other people in the market 6 

like- pure land speculators, might then be interested at 

a lower price. But, once he finds out that the cost of 

developing the land for the industrial park is less tba 

the gross retail sale price of tbe whole tract as an 

1ndustr1a l warehouse park,, then he would go into a 

further analysis and determine how long it •ould take 

b1m to sell al.l the warehouse site apace. abaen't': the 

public or private street area that he would have to put 

in there,, and discount that to present value. including 

1n hla discount a factor for protlt; and that is the 

14 



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- rel1.able market data to appraise 1t by tbe direct 

('f'fi.'7~1 
comparison approach, which othertei.se is the best method 

for severa 1 reasons, including the fact that the market 

would use taat method if it could., if it could find good 

competitive sales prices of this k.1nd of land ltith tbe 

same attributes, the same development-cost ratio, every-

thing else the same. 

Q. Let me ask you this., Mr. Hodges: 1s your 

appraisal methodology based on the value or tbe land as 

ls or as it could be developed? 

A. It would have to be based on what it •ould sell 

tor suitable tor the warehouse park, •hi.ch means as lt 

could be developed. 

Q. But your valuation is as ot what date? 

A. Januar7 the lat• '72. 

Q. And what is the state of the land in accordance 

with your valuation? 

A. . Well. in my opinion. and based quite largel7 

on the engineer's estimates on developing it to ·meet the 

subdivision and the zoning requirements for the City, it 

1a pract1call7 raw ground~ undeveloped ground. unimproved 

ground. 

Q. Your valuation is based on unimproved ra• 

ground as of a date 1n January 1972? 

/5 



Yes,, sir. 

Q. Now., would you tell the Court ho'W you would 

about arriving, or how the market, in your opinion, wo 

go about ar:r1v1ng at that valuation? 

A. Yes, sir. The market would first and foremos 

decide if the.re was a demand for warehouse space in tha 

location, cons1de~1ng all the physical and political an 

economic factors that are involved in this location, an 

determine •hat that probable sales price would be for t 

warehouse space. 

No-, this I can and did use direct market aal 

comparison on 11 because tee have a plent1.N. supply of sa 1 

data on finished bulldable sites for warehousing, or us 

quite similar to 'lia.rehousing. It could be light manu-

factur1ng,, sometimes research and development 1n large 

aeale bulldlngs. and so on. 

starting tilth thoae t1gures 6 the next step 

would be tbe closest possible estimation or ho• long it 

would. take to market all the land, and as my appraisal 

report •ill sbo11,. I estimate somewhere bet111een three-an 

a-halt years and· s1x-and-a-half years would be required 

to market all the warehouse sites; and this 1a· based on 

tbe f'act that th1a land •111 pPoduce at its maximum 

J lo 



L1"R1g] 
utilization approximately 617,000 square feet of ware-

housing space, which will be sho~n more ln detail later 

by Mr. Phillips,, and that is a lot of space for Alexandria 

pity for this one sit~ to absorb ov~rn1ght. It can't be 

done overnight,, I don't think. 

Or,, put it the other way. You don't find many 

Drug Fair type customers that need 30 acres all at once 

for immediate use. I have not seen that kind of a land 

user come along more than once every several years. And 

Drug Fair had, in fact,, already picked its site~ so that 

111as out ot the market. So I could t1nd no otbe . .r users 

except a number of smaller site users to make the market 

tor these finished sites. 

So, knowing then' th.at 1t would take more than 

one day, or one month,or one year to do all of this. my 

next concern ls with discounting the net difference between 

sales cost, or sales income, and ct!velopment costs to 

present worth. Now., this is. a moat logical, one ot the 

four generally accepted procedures of raw land valuation. 

I've used it many times because my clients use it., and 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 said that because of various features 

11 



[1~1q) 
of the property, its location, its accessment, railroad, 

and so forth, your highes_t and best use WOt!ld be light-

industrial ~arehouse-type subdivision, right? 

A. Yes. 

Q. And you further said that you had to look at 

this as raw land? 

~ I look at it as almost raw land because it has 

very l1m1ted public stre~?t access to all the possible 

warehouse sites, and it has only a part or a great amoun 

ot storm sewers that would have to be built there to tak 

care or the surface runoff ot water, and it would have 

to have almost an entirely new set or sanitary sewer 

lines that would have to be located to serve the warehou 

1ng space. 

Q.. Perhaps you could contrast the subject propert 

~1th a finished lot in an established industrial park 

stibd1v1sion. Could you do that for the Court? 

A. Yes. Probably only four or five acres,, maybe 

six OP seven, I don't know exactly how much, of these 

30 acres would be comparable to finished one,, two, three, 

four and five acre warehouse sites sales data on ~hich 

I said ~e have plentiful supply, and that uould be the 

far west end facing Quaker Lane; the tar east end to 

which access could be gained by an extension of Longview 

Drive 

18 



[ 1"fl. 00 J Q. My question is: what does a finished industrial 

park warehous~ site have that the subject pr.operty does 

n'ot. have? 

-~ Well, it has all the public streets, direct 

access and direct access of easement on public streets; 

it has probably all the public sanitary and storm sewer 

lines installed 1n or near the street rlghts-ot-wayJ it 

has water, and gas it that's appropriate, and ut111ty 

lines that are installed right up to the very edge of 

the site, sometimes through the sites; and generally. 

they are already rough graded. That is, tbere isn't an 

a~tul lot of fill or cut to tie done to develop any single 

site in an established subdivided., planned warehouse park. 

Q. Can you point to some examples in the area of 

such finished sites? 

A. Yes. I guess the most contiguously recent 

building park would be the Edsall Industrial Park near 

the intersection -- surrounding the 1nteraect1on or 

Pickett and Van Dorn, Eisenhower, and tben the Bush Bill 

Industrial Park ·extending eastward from there a long 

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

is the Shirley-Duke Industria 1 Pa,r,k, ama ller but very 

well planned, due aou'h ot the Shirley-Duke Shopping 

1q. \ 

J 



c .-r< l/l J 
Center,on the sou~side of a residential neighborhood 

there, and then there are some much older parks that are 

not, obviousl5 as well planned because they've been there 

an awful long time off of u. s. l north leading to 

Arlington County. 

Q. And the retail sales in these sites are 

typically of what size? 

A. Well, in northern Alexandria, probably as littl 

as a third of an acre in some ca~es. In the bigger parts 

to the w•stern part of Alexandria, they are typically 

one to five acres. 

Q. And you said you did have comparable sales 

data for the sale of these finished sites? 

A. Yes, sir. 

Q. Just roughly for the moment,, '9hat range 1i0ould 

that be? 

A. The range is very narrow and surrounding the 

time or January '72 • rather consistently from a dollar 

and a half to two and a quarter a square toot .. 

~ These are for the finished sites? 

A. For finished sites. 

Q. Did you determine whether or not the subject 

propert:i because ot its size or any other factors. would 



[ff.g(;l) 
demand the same price at thattime period? 

A. Yes, ar. I believe for two reasons that we 

command the highest price in that range, $2.25 a square 

toot, for all of our net usable land; one reason being 

that whcever developed this park, if he hypothetically 

purchas~d it in January of '72, with the very high 

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

Job or.developing it and advertising it and promoting it. 

And if he did a 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 ha-ve a consistent average valuation for all 

of the land at $2.25 a square foot. This means that 

some or the larger sites would go maybe for $1.75 and 

some of the smaller sites would go for as high as $2.50. 

~ Ia this before or after development co~ts? 

A. Tbls is after putting in all the public and 

private .subdivision development features that I think 

would be required. 

Q. Now, can you tell the Court how you relate 

these retail prices to -- is it proper to call it a 

wholesale price that the purchaser_ or the raw land Jtould 
.. ;· ···-.<_-:::: 

pay? 



Yes. The raw land is a residual ln value; 1t•s 

a residual amount or money representing the p~esent worth, 

the present discounted ~orth, of the net differenc~ 

between retail sales income and development costs through-

out the entire anticipated pe~iod of developing and 

marketing thls tract of ground. It's the present dis-

counted worth of the net difference. 

The discounting procedure is similar to the 

cap1tal1zat1on. of income from an ~ncome producing property 

only in that you use the same k.ind or compound interest 

arithmetic, but you use slightly different factors; 

because the developer of an industrial park or any other 

kind of a b1g subd1v1s1on ls normally a dealer,· he's 

certainly in dealership status, and he's normally paying 

about half or what he profits --

Q. Be.('.ore\te get into those factors, let me ask 

you this: is what you are testifying to now a theoretical 

approach to the value or how, if at all, does it' 'relate 

to· what the market does? 

~ Well, lt'B related directly to the tiay the 

market operates., The only difference between the arlth-

metic or the machinery and_ computer that I use to __ get the 

answer 1n a few seconds or a few minutes and the one that 



[~i4] 
some developers use is that some deyelopers don't possibly 

have a computer in their office, and they do 1t by long-

hand, using compound interest factors from textbooks,. or 

in some cases they Just use an overall rate or an overall 

profit-to-cost ~ctor, and make a few fudging-type dis-

counting procedures back to present value. 

Q. Do you know of developers or c 11ents or yours 

who do use the development-approach method? 

A. Yes, sir; both clients and industrial developers 

that I've talked to in connection with preparing for 

this case. 

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

A. Not tor large tracts. I can't think of anyone 

today, because today land is such a big part ot the over-

a 11 cost of doing a nyth1ng. It has been pushed up in 

price so high over the past 20 years that it is a very 

major consideration •. and land development costs -- I'm 

not cr1t1c1z1ng this -- have been pushed up. too,, b.r 

stiffer and stiffer requirements of c1t1ea,, counties and 

other communities on the developer in doing what he's 

going to do with land. 

How,. a11 or these costs being so very high in 

proportion to tthat the7 were 15, 20 and 25 years ago 

llhen land by the acre., large acreage, Just sold generally 



('r~ZsJ 
at about the .same price,, almost irrespective of differences 

in physical characteristics and development costs,, today 

has to be very carefully weighed as between what you can 

get out of it and what youeve got to put into it in the 

way of periodic costs. 

Q. Has your research into actual sales in the 

area indicated that the development costs are a function 

of the market price? 

~ Yes. But I could only find t~o such sales 

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

~ Would you describe those sales ror the Court, 

please? 

~ One would be the 31-acre -- Just a minute 

34. One would be the 34. 3-acre tract purchased by 

Drug Fair Comm.unity Drug Company .. Incorporated, Just 

against the west city boundary in Fairfax County, at the 

•este.rn edge of the so-called Edsall Industrial Park. 

in 1970,, in October,, for which 34 acres Drug· Pair paid 

an average of 50 cents a square toot overallo And the 

reason this price was lolli is because there were substantial • 

development costs involved in making the site ready tor 

Drug Fair's ne"*er and lar~e.r distribution warehous~ and 

main of1'1ce headquarters tor this Washington region. 

... 



tr.e8"] Q. What was the date Of that sale? 

A. This was October 19"(0. 

Q. What do you mean by substantial development 

costs 1n relation to the property? 

A. Well, their initial estimate -- and this goes 

back to about 1971 or '72, when I first talked to the 

Drug Fair off1c1ala who were then already in the process 

ot filling part or the land, g~ad1ng it, rlprapping tbe 

little stream bed that runs through 1t and takes about 

seven acres of usable land out of these 34 acres~- at 

the time t nat I talked to the of tic 1a ls the estimated 

development costs. at that time, •ere about $340,000. 

Later, ot course, they had increasing expenses because 

Q. ·Well, tbe property was purchased on the baa:fs 
. . . -~-

of those estimates? 

A- Oh. yes. I c.hec ked with the broker that brought 

the two parties together; the seller., Jimmy carritz; the 

buyer, Drug Fair. I talked to the o.f'ficials in ·Drug Pair., 

and tbe7 had engineering eatJ;mates on development costs, 

preliminary to their negotiated.,. final agreed prlce on the 

property. 

Q. Would you say, in your opinion., that the 

market price was the function of the development coats or 

tbat raw land? 



Very definitely in the case of the Drug Fair 

sale. . I 

Q. You mentioned one other sale? 

A. The other one ha.s never been developed, and 

yet the seller, a group of -- a syndicate, really, of 

active and retired military officers making up what was 

called Adams Properties, Incorporated, ~as ~ell aware of 

the handicaps of their land site ~hen they sold to James B. 

· Blinkoff and Max M. Kampelman, Trustees, for Franconia 

Assoc~ates, a New York headquartered organization, some 

30.68 acres in a large, flat triangular sh.ape just south 

of the new Springfield Shopping Mall and to the east of 

Loisda le Road. 

Now, these sellers; Adams Properties, knew tull 

well the handicap of their property. It had a big sewer 

main trunk line going through it, but it had to have 

tremendous fill before 1t was ever suitable tor a poss1-

ble future commerc la l or a warehouse park locatio-n, 

abutting the entire northat.de of a very long railroad spur .• 

So they had rail access, but because they had 

tremendous development costs involved and no immediate 

market in that particular location -- this is between 

the Franconia warehousing of GSA, which is to the south, 
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and the Springfield Shopping Ma 11, to the north -- these 

sellers must have realized it, because they sold the 

land at the equivalent price of 30 cents a square foot 

to these people 1n New York. The people in New York 

happen to be the owners of the Springfield Mall Shopping 

Center, and they bought it -- as I found out later, by 

talking ~1th the brokers and the engineers involved 

for a future possible expansion southward of the Sprlngfleldi 
! 

Shopping Mall. 

But it was still industrial land, zoned I-P 1n 

Fairfax County, and it would have had tremendous develop..; 

ment ·expenses to bring it up to immediate use, if it •ere 

for immediate use. 

Now, those are the only two properties that I 

could find that would to me clearly indicate that develop-

ment coats are the only measure of de·term1n1ng land value. 

Qne was developed; the other was not developed; and the 

other might not be developed for some time to come. 

* * * 

Now, the two properties you've cited of around 

30 acres of raw land, Mr. Hodges, in what way are they 

comparable to the subject site with regard to location, 

access, and so forth? 

A. The Drug Fair site, we have to now look at 

who purchased the land as well as the land itself. The 

Drug Fair site to Drug Fair 1s, in my opinion, far more 

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



located closer to more restaurants, more retail shopping 

and other amenities of which a number of the employees 

in that building, which ls both a warehouse, a distribu-

tion warehouse, storage warehouse, and an office, •re 
[,,-,< Cfci] 
workirig from day to day. They have a much bigger percent-

age Of their bu1J.d1ng turned into Of fie e space than would 

.any of the hypothetical ~arehouse buildings on our 

subject property. 

So you really have to consider both Drug Fair 

and the land,, and to Drug Fair,. that land is far more 

valuable than the subject p.ropert:r liould have been. Its 

phyaica l characteristics are also different on many 

points; similar on others. 

It did require considerable fill and compaction. 

There uas some of the land lost,, approximately seven 

acres., in e1t.her Indian Run or Turkey Rua, •hatever that 

little creek la called -- I'v~ heard it called botb tiays 

-- and it bas a different shape. Noti, those are the 

s1m1lar1t1es .. 

It has a different shape from our land. It' a 

not exactly a square., but it doesn't have over a two-to-

one length and i'tldth ratio·; it bas less tban _..._,·its 

length is less than two times its wldthe It has frontage 

on the north on Edsall Road., and abuts d1.rectly on its 

east aide against tbe end of Eisenhover or Pickett_, I 

think it's called. 
· ... ··:-· : ·:. 

Q. Aad tbe subject propert.y baa a t.e·n-to-one 
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length to width ratio? 

A. About. yes. A little over a ten-to-one length-

to-w1dtn ratio. So the Drug Fair site is d1aa1m1lar in 

shape; it's d1ss1m1lar in direct access to not only 

streets, good, big streets. 

Q. Well, do the dissimilarities in the tlio 

properties make one more valuable than the other? If. so. 

•h1ch? 

A.. No. sir. I made no attempt to compare the 

value of tbe Drug Fair's site with ours. I made no 

attem.pt to appraise the Drug Fair's site. I do not 

think,, in my prof'.esslona l opinion. tnat it's possible to 

~ea lly use the Drug Fa1.r site aa a comparable aale tor 

tbe basis ot appra.1a1ng the subject proper'ty. I did no~ 

use 1t. 1thatsoever 11 tor that purpose; and it would only. 

be if I bad about ten sites at.m1l.ar to Drug Pair --

Q. Well. tor •bat purpose do 7ou eite :tbe Drug 

Pair site? 

A. I use it tor only one purpose. and that is t.o 

reassure myself from market evidence and from conversa-

tiona w1th the purchasers on 11bat tbey had to do to 

make it usable that the dt!Jl:elopment cost approac,tl ~~ •. 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, its location and 

~hat you would consider as any factors there that make 

it a comparable sale? 

A. Again, while I did no:t use the Adams Properties 

sale to the people that own the shopping 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 tor a piece 

of industrially-zoned ground with a trunk sewer running 

right through the middle of it, and the realization was 

because and I've talked to the representatives of the 

sellers was because they knelt that it had a long way 

to go and a lot or fill before it became a suitable 

improved site ready tor development, and they had held it 

already t.oo long for speculative gain, and so they un-

loaded 1 t. 

Q. Now, I am going to ask you a hypothet1ca1 

question 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 assume that at the 

location and the various uses --

30 



I am asking you to further assume the projected-

land ~evelopment costs to make it into a retail, light 

industrial park area. Assuming land development costs 

Of $1, 312,, 746. 

* * * 

['!~q4l MR. ALEXANDER: $1,312,746., or in round figures, --
s_lightly over $1,300.000., or roughly one dollar per square 

foot of the area we've talked about. 

BY MR. ALEXANDER: 

Q,. I am asking you to assume that. 

How .. then~ would a potential purchaser under 

no obligation to buy, b-ut simply in the market -- I 

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

this hypot·hetical purchaser go about pricing the property, 

and,by the same token., how would the hypothetical seller 

go a bout fixing a price on the property to a point where 

they could meet 1n this theoretical market price? Do 

you understand my hypothetical? 

A. Yes. 

* * * 

Given the land_. l~e f'eaturee. it locations, 

its potential uses,, as ot January 1972. given t.'noae 

factors I've gl ven,, how would a se les pr1ee,. a probable 

sales price. be arrived at? 

A. I think the purchaser •ould phaae Ma deve4~op-

ment co.sts over a number of phases because .b.e would knoll 

that he couldn't sell all 617.000 square feet ot tbe 

31 ,. ~"" 
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~l - h i s.pace all at one time. •> l t es for that mu c h wa re ou s n g 

·c:~11d I think, at the ~estern end and He would commence, A 

wor1t. easterly; and he would proportion his development 

·1nto four phases, with phase l beln costs, 1n my example, 

the biggest phase. 

Disregarding any pha s1ng or anything, Mr. 

Hodges, I've given you the land area of this land and 

a hypothetical development coat. Now, my question is: 

given this rat'll ini'ormatlon, ~hat would a potential 

purchaser or potential seller do witb it? 

A. All right. Let me start at the very beginning 

then and tell you the .first thing I think he would do. 

He would take t be net usable area 

Q. I.s this in response to Mrs .. Sasso• s quest ton? 

A.re you. speculating what he might do oi- are you testifying 

·as to what he does do in the market? 

~ Well, I think I would be 90 percent correct 

in saying what I'm about to say as to :what he would do. 

I can't .reall.r tell you whether every induat:£t1a1 and 

other kindv Of' SUbdi Viding developer looks at' One figure 

first bef'ore another, but I think it •ould be logical 

to assume that he would look at the total 1nco.me from 

sal·es at $2.25 a square foot 

Q. Now, that .figure ls what you proJeot would be 

the mo~t this entrepreneur could ever get out ot the 
property? 



~98] A. Yes, sir. 

Q. All right. Why is that figure a1gn1ticant? 

A. Because that represents his aggregate income 

over whatever period or time he can get th1.s income; 

and this development cost has got to be below that income 

or it's not even feasible 1n the first place. 

Q. In other words, if' development costs were 

$2 .. 25 a square foot,, what would happen? 

A. He would immediately know that it 11ouldn't be 

a successful 1ndust-1"1a 1 park,, oe~auae that' a a 11 be can 

sell tne land tor. 

Q. And how do you know that's all be ean sell the 
land fo~? 

A.. Well,, because I think I previously teat1t1ed 

that baaed on comparable sales, or w.h1,ch we have a good 

supply or valid sales indtcat,ora in and around January 
1
72. 

that ls ror the year or two preeeciing it and f'or the 

year or two artenard• that I .believe that be can' sell 

a 11 ot bis bu1ldable land for $2 .25 as an average pieice. -=- =-

Q. Are Y'OU saying tbat two and a quarter 1a the 

top pr.ice whlch he could bave gotten for a f'lnlshed site 

1n that period? 

A. l'es. 

.?.3 



Then you said he takes his projected develop-

ment costs. Where does he get those? 

~ From his ertgineer. He would hire an engineer, 

the same as we did for this case, to get him a very close 

estimate of develop~ent costs. 

~ Are you saying he ought to hire an engineer 

or they actually go to the engineer? 

A. Oh. they do, in fact, go to civil engineers 

all over the region to get development cost estimates 

before they buy today; they were not doing it perhaps 

25 years ago. 

Q. What is the differ-ence between no~ and 25 years 

ago? 

A~ The difference is that land and development 

costs are such a b1g pa.rt of the total project cost 

today that they can't get by 'Without an accurate estimate 

on suc.h things as the iand development costs. 

Q. And be gets the f'lgure trom an engineer, 

which I've asked you to assume is $1 a square foot. 

All right. Then, as I understand your testimony, he 

knows what his· development costs .ltould be; he kno•s the 

upper limits of what the m.a:rket·1s for finished siteso 

He has got those two .knowns? 
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Q. 

A. 

Yea. 

Then ~hat does he do? 

It there's a difference, lf the cost ls less 

·than the reta11 1 aggregate gross sales income, then he 

goes into lrihat you would call a feasibllit.Y study. He 

puts these figures together over a period ot time and 

finds out whether -- matching botbthe negative and the 

positive periodic cash f lo•, tbe present discounted •orth 

of all or that cash flow over the period ot time -- and 

these are different per1ods.--fre would test several 

periods in tbis particular case; hle vould determine 

whether all ot that cash flow 1 botb negatives and positives.: 

time stter time~ would represent to him a reasonable 

profit on his equity investment. 

Q. • No11, •bat do you mean by pos1t1 ve and negati•e 

cash tlow over a period of time! 

A. Well,. like in the first phase. wbere he 1• 

putting 1n over $6001000 ot b1a development. coat Jaat t.o 

start producing the first rev •&rehouse ait.e aalea. bls 

expenaes exceed bis income. 

Q. Wbat do you mean bi.a expenaea e.11ceed bis incoae' 

Ia tbia income producing propert7' 

A. Bo; tbla 1s sales income. just plain. ordinar7 
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sales income. Thia is not --

Q. But, when you say income, are you counting what 

he borrows or what he resells the property for? 

A. Yes, just what he resells the property for. 

His gross sales.at an average of $2.25 a square root for 

the net salable land, will not be as much as his develop

ment costs and the interest on his development ioan and 

the interest on his acqu1s1t1on loan. 

Q. Let's get into this term •cash flow" now. By 

cash flow, you are saying what he has got to put out on 

these development costa,as against what he can dispose 

or the warehouse sites for? 

A. Right .. 

Q. And that is the upper limit of the t•o-arid-a-

quarter per-square-root average? 

A. Average, yea, sir. 

Q. By positive cash flow, that 1a aone7 that be 

gets in from sales? 

A. No. The poa1t1 ve cas.b t 10111 1s wherever tbe 

caah flow ia positive because his sales exceeded his 

total costs for an7 particular period. 

Q. And negative cash tl01t is just the opposite! 

A. Just the opposite. 



[f,(f6~) Q. 

A. 

Q. 

He's got more money out than he has coming in? 

Right. 

And why must he know his cash flow for the 

period of time? 

A. And this is very important because we've got a 

lot of builders nationwide that are in trouble for that 

sa~e reason. It's just not the equity amount that he 

puts in when he buys the land to do a 11 this; it's the 

additional equities represented in any period where the 

cash flow is negative .. t.hat he will be putting into the 

property in addition to his origins l down payment. ~nd:.11 

he wants a rate of return, a profit on a periodic ba•la 

for every period during his total development and sales 

of this whole project to be at a certain level; not 

bel1ow a certain level. 

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

figures? 

A. Well,, first or all,, he wants to make a profit,, 

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

or a s1x-and-a-half year's project:; secondly, he wants 

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

the development,, just how .much money:Ci' his own he's got 

in this project. 



(--f~ID3) Let's take a figure out of the air and say 

that he 11eas budgeted., by his partners or by his corpora

tion or by his wi.fe, to a $500booo maximum amount" even 

though he could buy the' land for $125 11 000 cash dQwn. 

He's got to look at thoae casb flow figures to see- if at 

some point 1n tim·e he has got more than another $375,000 

cash in this project. And if he has a budget of $500,.000,, 

that ends the consideration of h-is buying the project. 

That's a suppl-ementa l reason for looking at this caa-h 

flow p.1.ctureo 

Q. Why didn't he forget being a land entrepreneur 

and go put it into government bonds? 

A. Because if' he could make 30 percent or more as 

a land developer,, be!a. bette.11' .. &.f.t.r:t;htu'l buying 6, 8 and 9 

percent government and eorpo.rate bonds .. and he .is. ttilling 

to take the risk. 

Q. Bo what determlnat.lon does he have to make '•~th 
->Ii;;:' 

regard to equity uee? 

A. He has to look at the diseounted caeb tlo• 

value .. the present worth or all of the future cash flolt;-

both the po~1t1ve amounts and the negative amounts . .- and 

see it at his minimum desir,ed ra~e of return.equ1t-7 tleld 

or profit rat.e~ wba$ever 7ou :wan't to call it~ it •" that 

•' 

- --. -~q; •• 

- .... -•• - -~· ... i. 
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rate, ueing \bat rate es a diacount factor, it equates 

with the original equity cash put into the prope.rtJ'. 

Q. What do you mean by equity yield? 

A. It'a tbe yield or interest n'te wh1ela equat•• 

the discounted value of all the tuture net ineOIMI tJtOa 

'his propert1., and again I uae net income as net Alea 

income, •1~n the original equit7 1nveatment. 1$ •oul4 •• 

t.he rate at which it 7011 pie ked coapountJ inter•st taeto:n 

out Gf a book or compound table• and applied it to each 

period, •hetbct• it be a aontbl)' peP1ocl ,,or quarkr17. or an 

annual period, •ould make all ot that future .. , ta4e.a 

exactl7 equal to the equity· cash go1ag 1•~!:' B~ example --

Q. ~ me interrupt 7ou there Jws\ a ainute. 

A. All right., 

Q. J>o purclulaera ot entrepiaeneu$: pa-opert}.ea 1~- •-
at purebaaea ln tb1• area or •n7Wtl•re elae ln tha eoaa~•J' 

Just t.bat •ayf 

A. I tlU.nJt t.bat a lmoat ev·erJ' •~reprenturllt 

developer t.oea7. and· ~aere are beooalag Y•l"1' to or t.ll•~": 
... , .. 

that are ·aueeeaatul. go tmaou&.ft aome klnd o~ a d1acou.n'ted 

caab t1ow aaal7ata1 •hetbel' tlle7 4o .&.* •1,\h an old-
r. ': 

ta•necl '90~ar7 caleulat.ol.", aa •leet.rom.e caleula,oz or 
:~.1.-;:... .. •:-~· ;.. !· :'·<., ·'.~ t.··-~:- :.:~;.;··_.;-.. -f>,;·=·.~; .. ; ·<···:">::.·~;;·:--~ 

":-- .. -
... ~ /·· :,,JI.. . . --~· . ' 
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method, or whether they tbemselvea have a computer ln 

their office or rent the use of a computer program like 

that on time-share,, I believe that all. a ucceas.f'ul clevel-

opers ot large sea.le projects today are using some kind 

or a discounted eaah flo~ procedure. 

Q. Let me put it another wa7.. Olven the aeaumpt1ona 

I've given, tbe number ot square .feet,. the development 

cost, what kind ot trouble •otild this hypotbet1eal pu.r

chaauar be in it he bougb1i the propert.r tor $1.50 or tl.60? 

A, Well, let's aa7 tbat he bought it for $1.50 

and he's got to apend $1 dev.elop1ng it. So then be'a 

"ot $2.50 1nto the property, and it be baa no chance or 
selling it r.or more than $2 .25, then hoe baa alread7 

made bim.aelt a real tine lo••~ be1'ore he even started 

the proJeet. 

Q. Let' a 8l8 ke 1 t more marg!na 1 then,. because tbat 

vaan•t tbe pc1nt I .an~ to make .• 

Let•a ea7 he can ·get $3 out or 1t. 

A. All right. 

Q. What kind o.t problea does he have •1tb putting 

$1.50 1n it with tboae kind ot development coa~at 

A. Perhaps none. I •ould have to ake a quick 

... , .... 
l/ ' --,.o 

.. ," ... -- ..... ·• 
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~h~ch ls not too tar oft of the ratio we have ln my 

apbraleal. 

Q. Well, ~hat I'm trying to find out from you, 

Mr Hodges 0 is how do you get into what you've described 

aslt.h.is cash flow problem, or what 1s it about the 

re ationship of the figures that would make it go or 

no go from a standpoint of cash flow, or what have you? 

A. Well, the development costs in every case 
<.. 

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

be less than the retail value ot the whol.e p:toject. 

Q. All right. If you've got development coata ot 

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

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

t.bta land? 

A. Because, lf he did put a $1.25 in, t:ae'd have 

a zero prof'1 t even before paying interest to the land 

ae1l1er and to the development loan lender. 

Q. Wby can•t he put $1 into it? I think we al'e 

g.et[~1.ng into what I need to know. Why can*t he put $1 

into it, and then he's got $1 development cost and it 

sel s tor $2.25? 

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

versus .th• $2.25 sale would 1nd1cate some d1fterence in 
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there for a positive land value; I found it so. I put 

about $1 development into this thing, and I have a pos1-

tive land value for all development analyses from three-

and-a-half to six-and-a-half years. 

Q. Wt:llpno11 ,he has got some margin in there, if he 

could buy it tor $1 , develop it, and sell it for $2.25, 

is that what you are saying? 

A. Yes. He has a margin for profit and land price. 

Q. Nolt,, is this where this equity yield comes in,, , 

applying it against that margin? 

A. Well,, I wonder if I shouldn't w1thdralt the 

word "rield" and Just talk about --

Q. Profit? 

.A. -- profit,, profit measured as a discounted 

·cash ·flow· procedure. 

Q. Just forget that part. Let's Jus~ talk about 

profit. He jumps into it; he pays $1; be puts $1 into 

development coata and sells it tor $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 enqugh profit. 
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Q. And he sells it for $2.25a On paper he's got 

a profit? 

A. No., sir •. I can tell immediately it wouldn't 

work. 

Q. All right; why? 

A. Because the 25-cent difference out Of the t2.25 

is not near enough to take. care of' the money, the interest 

on money, hi-s and the other two people's that are 

1nvol ved in the three-and-a-halt to the six-and-a-halt 

year time that I think it will take this park to develop 

and sell out. 

Q. All right. So he baa no profit at the figures 

we have Just talked about? 

A. Be has a loss. 

Q. And he has a loss. All right. He bUJ'S 1.t 

for 75 cent.s •. puts his $1 in and sells it for $2.25. 

What sort of pos1 tton .1s. he in? 

A. Somewhe~e around a sere profit position. approx-

imate17. Tbat'a $1.75 invested versus $2.25. It be 

could do it in three-and-a-halt ,.ears, be might make a 

couple of pe.reent profit.. He would have. been better ott 

w1th bonds. It it took ht,m six-and-a-halt 7ears. I 1 a1 

lat.raid be would have shown a net loss; at that ratio you 

'i 3 
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gave me, $2.25 retail sales and $1.75 total investment. 

Q. Now, did I understand you correctly -when you 

said that the object of such a person in the market is 

to have a minimum 30 percent "profit"? 

A. For sma 11 projects, I think the market is 

around 30 percent, the small projects. 

Q. Is t hi a a s ma 11 pro .1 e ct? . 

A. Very small compared to the typical big sub-

division development 1n Northern Virginia and this region; 

compared to a $15 milllon·apartment projec~ or ar1. 

$8 million condominium,, this. is small,, even compared·to a 

300-unit high-rise apartment condominium at Landmark, 

which is now on the market. 

Q. Now,, this profit figure includes what? 

A. This profit is to the entrepreneurial builder 

-- and it include~ in most cases. his administrative 

overhead and some advertising and promotion. It does 

not include, .1r he has to pay 1t. it doesn't include 

s·a1es commissions. It doesn't include interest on his 

acquisition loans or loan. It does not include interest 

on. his.development loans. 

Q. A 11 right. So now we are trying to develop 

this ."profit." finding at what point he can com~ out 

L /'I 
~11· 

I 
I 
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~here he wants to be, ls that right? 

A. . Yes, sir. 

Q. And it is your testimony that is· somewhere less 

than tbe purchase p.rice at 75 cents? 

A. A square foot, yes, sir. 

Q. At any given period along this three-year 

stretch, could you determine what price be could pay tor 

I 
this propert7? 

A. Yes, sir. 

Q. All right; that's all I 111ant to know right nolf. 

Did you determine various t.inancing ntes tor 

those particular times and modes or financing? 

A. Yee. I let tbe aequ1s1t1on loan vary at three 

c.lliff'erent rat ea. 

Q. When you sa1 acquisition loan,, Mr. Hodges., what 

are yo:u talking about? 

A. Well, let's firf#t eliminate tbe commer~ial 

tlank as a source of monev to help the entrepreneti~ bu7 I . . . ~ . 
lbe land to begin •1th. be.cause he'• not going tQ g0 to 

a bank and cret a maximum of a 65 percent to loan. v. alue r . ~ . . . 

loan 

Q. I'm Just asking you now ~o define aequ1a1~1on 

loan. 

I 
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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 pure has e 

money trust to the land seJler. 

~ Is the availability of such funds a function or 

price for this particular type of problem? 

A. Oh, yes. 

Q. Why is that, sir? 

A. The sellers typically can get a higher price 

for their land if they sell on the most liberal terms, 

. and they prefer to do that if they don't need the immediate; 

cash. If they don•t have a cash-need position, like to 

settle the estate or a recently deceased owner or paitt.al 

owner of the property, they can minimize their capital 

gain taxes by the installment sale procedure. 

Q. Before we get into that. your statement was 

that the availability of this acqu1s1t1on loan money ls 

a function ot price? 

A. Well, no. Put it the other·way around. The 

price that the land has in the market is a function or 
how it can be financed, 1nc luding the acquisition loan. 

Q. Now, how it can be financed. What are the 

variables· there? 

A. The ratio bet-ween the loan and the total price. 

1../1 
. :0 
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Q. .That 1s one variable? 

A. 'l'l:lst•s one varlableo 

Q. What ls another variable? 

A. The interest rate charged by the seller. In 

this case, we are assumi.ng th.at the seller will sell 

with the deterred purchase money mortgage. This is 

another variable. 

l And one of the most 1mpoJ'tant variables. 

t e most important variable,, usually, is bow .bng it's 

sling to take to get all or this land sold arid get all or 

,.lur equity back out ot the property. 

l Q. No111. this hypothetical purcha&el'. k.noa1ng the 

a .ount of land,, the development coats, let me aak you to 
I . -J well,, he baa got to find out ~bat terms he can get 

before he ean determine whether or not it is prot~table? 

A. Ob.,. yea, ,yes • 

Q. And by terms, you said that there ar~ ~hi-ee 

factors? 

A. No; two factors on ~eisms,, an~ two tor each or 

the t•o loans w• are talking about. 

Q. You told us what an acqu1a1tlon loan was. What 

o~her t7pe of loans, do you· have? 

A. The construetion loan or the developmen~ loan. 
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They usually talk a bout development loans in the case of 

a eubdl vit>:l.on. 

Q. A development loan, this ls where we get the 

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

A. Actually, 1t'.s a small part of the $1,300,000. 

It never geta big.her th~n two· or three hundred thousand 

dollars on this project. 

~ But it is some ~orklng fund to do these 

developments? 

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

on, oh,, maybe $500,,000 ceiling, 'and it never even reaches 

that on this particular project. 

Q. No~, you said that the probable "Way the p.roper.ty 

will ·be developed in order to get this $2.25 price would 

be,, first, to develop some 40 to 50 percent of lt? 

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

phase l, and it would be the biggest phase, because a· 

developezt would have to show a good public image as a 

successful and interested and a developep who would 

probably finish the projeet. So be' s got to have a good 

front-end appearance on this project. 

Q. A 11 right. This entrepreneur, is he going to 

Just buy this 43 perceni~ or is he going to buy the whole 

p1•operty? 
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A. No1 s1r. 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 it all at 

one time? 

A. Yes., sir. 

~ By this entrepreneur. So he ls going to give 

a certain price for the entire 30 acres? 

A. Right. 

Q. But to do that, he has got to find out how much 

1:t is go1ng to cost him per phase., is that correct? 

A. Yes; he• s got to program his development costs 

so that. he won't go broke trying to put all the develop

ment in all at one time. Well,, if he put in all $1.,300.,000 

worth or land developments in the first year., then he 

' would have gone bankrupt ln this particular project~ 

Q. Why? 

A. Because he'd have way too mueh interest on his 

land improvements in relatle>n t·o t:he rate of sale that I 

have proJeeted at four difterent levels on tb1s whole park.. 

Q. Are you saying he has got too much 11arehous~ 

apace to sell 1n a year or two years? 

A. Yea. 

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

. if 9 
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A. Just from researching the probable trend of 

'IASrsehouse absorption in Alexandria City and Fairfax 

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 -..arehouse market 

-- now, this includes three categories of warehousing. 

This is l'tarehouse storage, '!lea.rehouse distribution and 

light manufacturing and some kinds of wholeea le 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 ma.rket that would absorb it,, 1t was my 

opinion that he would look at a minimum of around ioo.ooo 

square feet ot warehouse space per year this is 

11arehouse space; not -iand area and a maximum,,, absolu'te 

maximum of 200,000 square .feet of warehouse space per 

year. 

Q. And you've got 600,000-plus square feet of 

warehousing? 

~ 6~7,000 square feet. It ~ould take you six 

months to get started. So that leaves you then a minimum 

development time or three-and-a-half years and a maximum 

development time of six-and-a-half years. 



Ia there any kind of other use to which the 

property could be put so that the guy ls 1n 1t. he doea 

the development costs. sells it and ta gone? 

A. .No; the only other kind or subdivision would 

be some kind of a ama11. little reta11 shopping cenier. 

the shape and location ot which ls not good. Toltnhou·aes--

Q. What do you mean by t.hts word 0 subd1v1a10:n .. ? 

You've used it several times. What do you mean br the 

word nsubd1v1s1on"? 

A. Well, I don't think, as I said --

Q. As l"elated to this site? 

A. Yes. l think we can only get our maximum 

profit out of this site and we -can onl7 pay the maximum 

pr1ce for the site it it ls subdivided and sold in 

s:ma ller parts to various users. I don't think we can 

s.1t there and hold it ror another poasible user like 

~ug Fair to come along. The chances of selling such an 

oddly shaped site to a single user like Drug Fair would 

Q. What 1s the normal and usual course ot develop-

ment in an industrial park site, such as Bush Hill.and 

Edsall, and so forth? 

A. Thia follows the norm. to prepare t.he landa and 

Sl 
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prepare oubd1v1sion plats, sometimes not too precisely, 

out to be ready to immediately subdivide the size site 

that the next user wants, just as has been done in the 

Shirley Industrial Park, Bush Hill, Edsall and many of 

the others, Ravensworthj and so on. 

Q. You take the raw land, put the development in, 

and then you sell off parcels? 

~ Yes, ready to build, parcels ready to build. 

Q. And you say that ls the norm for the area? 

& Yes, sir; and it also produces the maximum 

land value. 

Q. Is that the way you gave a range of $1.50 to 

$2.25 for small parcel sales? Is that 't'4hat •as done in 

those instances? The ra~ land was bought, developed, 

subdivided and sold for that amount of money? 

~ Well, the City produced about seven of those 

sales data, and I had six more. Now, not all of those 

thirteen ~ere in developed parks, you understand. Some 

of them were much older subdivided lots that got to be 

~ubd1v1ded ahead of any notice of any so-called park. 

Q. I'm just asking about the norm, generality. 

~ Yes. The preponderance of the evidence is in 
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sales of subdivided lots in developing controlled parks. 

~ so ~hen you say the highest and beat use or 

this la for long-term warehousing subd1vls1on, you mean 

you buy the ra\IJ groundj you put it 1n shape tor sale aa 

f 1n1shed lots? 

A. Right; and then you either sell those lots or 

in some cases you might even speculate on a ~arebouae 

building and sell the ttarehouse or lease it. 

Q. The absorption rate of that amount ot 111arebouae 

space becomes important ror what reason? 

A.· Because of the time value or money. It 7ou' re 

going to bo~row 75, or 85 rir 95 percent or the price ot 

the land when you buy it, and borrow up to aa mucb aa 

three or four hundred thousand dollars in your developaent 

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

back as soon as possible,; because the longer you have it,, 

the more interest you are paying,, arid therefore you• }J_e · 

got to estimate how long 1t will take you to develop and 

sell all this land. Because there comes a time wben 

the intereat takes away all your profit at any particular 

price you may pay tor the land. 

Q. No•, the acquls1t1on loan must be made for the 

entire parcel,, is that right? 

53 
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Q. 

A,, 

We are assuming in this appraisal that 

A purchaser for the entire parcel? 

A purchaser, whether it be a limited partnership 

or a corporation, or just so the whole parcel is aold at 

one time .. 

Q. Why aren't you considering the possibility or 

the owner selling it oft in pieces as of Januari '72? 

A. Be could do that. too; but. he 111ouldn't get as 

much out or his land. 

Q. You are saying thl highest and beat use in value 

ls in selling it as an entire 30-acre tract? 

A. Mo. The highest and best use is not tbat. 

Q,. Well, the moet profitable aa le tor the o•ner 

ts tor the entire 30 acreaf 

A. And further. if' the buyer intends to develop it 

as a park. If the buyer just intended to turn it around 

and chop it up in pieces, which tbe City wouldn't let him 

do anyway, I don't think., then he 11ouldn't be getting 

his highest price ror the land. 

Q. Who ~ouldn't be getting? The buyer from the 

owner? 

A. Yea; ne1 tber one ot them.. The owner wouldn't 

get as much and the buyer wouldn't get aa aucb. 

51 
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Q. You're saying Fruit Growers by subdividing it 

would not get top dollar tor tbe property? 

A. I don·• t. think they 111ould get top dollar tor 

tbe property. 

~ What 1a the reason tor that? 

A. Because 1t•a gdng to take a heavy t1nanc1al 

investment in tb1a land to produce. not juat tbe top 

dollar tor tbe f1n1ahed sites when they're developect. 

but to produce tbe ra• land to begin •1tb. 

Q~ so that baa .cauaed you to conclude tbat tbe 

beat price 1• tbe aale to a single entrepreneur tor t~• 

entire 30 acrea! 

A. Yea. air; a reliable entrepreneur •bo intend• 

to develop it aa a •arehouae par.k. 

Q. So he baa to get an aequ1eit1on loan tor tbe 

entire 30 acres. rigbtT 

A. Yes. air. 

Q. At •h1eb point he baa X bundreda or tbouaand• 

ot dollar• t1•4 up? 

A. Several hundred thouaand. includi·ng Ma f1itat 

acqu1a1tlon loan dra•• •bicb wouldn't occur until about 

els aontba later. 

* * * 



r.,; /') I 'i ' -, ._J K ! ; : Zc· .• J Q . Now 1 Mr. Hodges, conR1der1ng this economic 

study that we• ve been discussing,, did you say that that 

could be done in a horseback manner or very methodically? 

A. No 1 I didn't m~an it that ltay. l.f I implied 

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

instruments or tools in the man's ot"tice or his accountant• 

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

make the calculations. But, the calculat1ons have to be 

precise, •hether ·he takes 16 hours worth ot uork on en 

old desk, rotary calculator1 or two minutes on an 

electronic computer. He's got to arrive at· a correct 

ans•er, and it's got to be based on the best possible 

engineering cost data. 

Q. Are ·any reatures of the economic anal7s1s 

speculative? In the sense that you pull .figures out or the 

air? 
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A. I don'\ think so. I'• in touch •ltb enough 

bu11dera and developers and buyers and ••llera to •bare 

I believe tbat I le.no• pretty cloael7 •bat tbe ratea ot 

return are. tbe pro~it angles are1 and I can ao back 

like an7bod7 •lee can and ebeck on ao.rtgage ratea and 

prl•e ratea and other ratea trom per~odic publ1eat101&11 

ot ine Wasblngton Boa'-d ot Realtors·. the Appre1aa1 

Inat1tuie aontd.7 bulllt1na., and other thlnga to t1ad 

mone, rates. 

~ At tbe tiae ~u do tb1a a na 1,a1a of •Mt the 

valta• of the propert7 '.:1a. troa the •~Ddpo1a' or ite 

preaent uae. can 7ou get the tactua 1 clata eJr1•t1q •• 

$laat '1••f You untloned ln,eiaeat nt••• cl4t••l•J11MA• 
coata. eonatl'Uctton eoata toia developaent aAd ao to•tb. 

A. ve11. d•••lopaent coata auat eoae troa , ... 

englneere. You' re going to ba ve ••1dence on tbet troa 

Mr. Pb1111pa. Interest ntea co• 1a t110 panaa o• 

f,i-oa 'h• •••eloper. -- one troa the d•v•lop•ent lender; 

tbat •ould be • eoa.erdll bank or a reel ••ta~e ln• .. t-
"' 

aent truat. moat :~lkel71 and the other •OD•J' eoaea !'l'Oll · 
. .f.· . 

ttae seller ot the land. It he'• go1ng to MJr1•1•• •be 

Pl-ice b•'• going to get t'ro• tbe land. h•'• going to 

take a big porttoQ or the price •• • deterred purcba•• 
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money mortgage and --

Q. HJ point ia are these tactora that go into the 

study determinable at any given time? 

A. Hlatorica 117, v~·~-, .easily. They• re bard to 

predict trom the tutu.re. but historically they' i-e very 

eaay to determine. 

Q. llow, ln the economic analysis, are you ua1ng 

predicted figures or are you using present .mai-ket figure• 

•hen you• re doing this analyaia? 

~ llo; 11e're using preaent market tigurea. 

Q. In other •ords • 7ou • 4 be doing this •• ot 

December 1971? 

A. Preclael7. The •n titould want to know •• 

c lo.ae aa poas1ble Just before Januar7 the lat •bat he 

. could anticipate out of the development and aale ot th1a 

land before he agreed to sign this pu.rctuui·e contract on 

tbe land~ a·ay. on January the lat, •72. But, part of 

that 18 a prediction or a torecast on bis part that he 

can get $2.25 a square root average price on hi• t1n1ab.ed 

lota. 

Q. Ho• does he kno111 that? 

A. Rea 117. from nothing but history. bec:auae be' a 

looking at ••lea tbat were made moatl7 through 1971. 
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Q. But be kno•• •bat the market la for finished 

lnduatr1al eites •hen he does this calculation. is that 

rlgl'!t? 

A. Ke cla1ma to kno• it, yes. 

Q. Now. at my request~ Mr. Hodges. did J'OU go 

through such economic analysis tor the subject propertJ'f 

A. Yea. I did. 

Q.. And did 7ou uae tbe aaae aasumptiona that I 

aak.ed 7ou in tbe b7pothet1ca l witb regard to tbe aePHge 

ot the propertJ' and aaked J'OU to aaaume a hypothetical 

land developaent coat? 

A. Ye•, sir. 

Q. .Dld 7ou u.se &DJ' particular aet or seta ot 

varlableat 

A. I uaed three sets ot variable•. 

Q. In what reapect! 

A. In respect to range ot values ot the rate land_ 

aa it aita at that time, in 117 dlacount1ng procedure. 

Q. Let's start at the· top ot the outline tnat I 

turn1abed tbe Court here. You've aaaumed the land area 

ot 30.55 acr••- la that correct? 

A. Yea• 111.r. 

Q. And trom that. f'OU have deducted land. tor e 

j 
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60-foot street. Let me aa 7ou to aaawae this. that any 

subdivision industrial warehouae use •ould require the 

construction of a 60-foot roadway acroas the northern 

boundary of tbe property. j 
Waa tbat on• of J'OUr aaauapt1ona11 

A. Yea. •1r. I thought so even bef'ore the wa1t·er 

Phillipa Compan.Y' •aa hi.red. and I think that coapany 

think.a the same tbing. 

Q. So troa your gros:a available land area 7ou' ve 

subtracted the area Fequ1red -:r the road•ay? 

A. llh1c:b 1a an approx1.rute f'1gure" becauae tllat 

figure could be 220.000 or 260.000 aquare f'eet. becauae 

tbe road isn't exaetl7 a straight road at the weat end. 

Q. But in any event.., 7ou ude allo•ance tor the 

roadway? 

A. Yes. air. 

Q,. And that leayes ,you a marketable land area' 

A. Tbe land that would be marketable ln tee to 

the ultimate users of the park. 

Q. Tb1a 111ould be •hat •ould be retail? 

A. Retail land. 

Q. Wh7 •ould tbe road .not be retallf 

A. Because I think tbat that abo_uld be decllcated 

to public uae aa an Alexandria public street. And 1f it 

bO. 
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•eren•t. it •oulci a1apl7 d1m1n1ab the value ot tbe r&• 

land; because then 1t •ould be sort ot a condomin1wa 

ownership •1th tbe varioua parcel o•ners reapona1ble tor 

tbe maintenance ot the et~eeta and a1de•alka an4 curba 

a,nd gutters. 

Q. And they would thereby pay leaa than $2.25 a 

square toot --

A. I'm sure the7 would., s1i-; yea. air. 

Q. So then you've got al1ghtl7 over a million 

aquare feet of marketable land which., viewed b7 the 

comparable salea .. -at retail •ould be $2.25 or a groaa 

casb return on tbe developed property ot f2.454.000? 

A. Yes. sir. 

Q. No•. then. you've aaeumed the development coats 

•hicb I've asked you to aaaume ot •1.312.0007 

A. Yea. 

Q. Then you have asaumed an equity yield ot 30 

percent? 

A. Yes; a pro.fit -ratio on equity investment. and 

not Just tbe 1n1t1a1 equit7 when the land ta purebaaed. 

but on any rerna1n1ng equity as it 1ncreaaea or dlminiabea 

in this property. 

Q. lfolt. this 30 percent. la that a nat1onall7 
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recognized norm tor this type of entrepreneurial act1v1-

ties? 

A. I think it's national. because I know of at 

least six or seven very big developers •ho \tflnt trom 

30 to 60 percent, depending upon the size and the risk 

involved. mainly upon the size and the length or the 

time. Now, these range from the biggest. like the 

Rouse Company, tb~ Yeonas Company. Ryan Homes. McCarthy. 

McCarthy Homes of Virginia-Maryland. 

Q. Let me ask you did you think of the lo•est side 

of the range? 

A. Yea; I mentioned earlier that this 11' a sma 11 

proJect. and I chose the minimum profit return. 

Q. And that includes profit, overhead and ad-

vert1s1ng and any other incident& 1 expense the entre-

preneur might have? 

A. Yes, air. 

~ Now. your next item ls: Acquisition Loan 

Rat10. and you have three figures •• 75 and .85 and .95. 

What do you mean by that? 

A. That• s one or the variables that I wanted to 

test to find if it gave me a much too broad a spread of 

· land value. Nov. that ratio 1a the ratio of the total 
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price tbat the seller sells the land tor to tbe amount 
1 

be takea back as a dererred purchase .mone,. mortgage. He 

'takea back either three-quarters ot the price or eighty

: five percent ot tbe price or n1nety-t1ve percent or the 

·price. 

Q. You've assumed the purchaser puta down 25 

~ercent, 15 percent or only 5 percent? 

A. Yes. 

Q. Now, is this a rea11st1c range based upon tbe 

market in January 1972? 

A. Seventy-five la quite rea11at1c and typical 

in s·alea ot big parcels or land tor industrial, reatden

tlal, commercial, long-range investment properties like 

large apartment properties. 

Q. You could get it tor 25 percent down? 

A. That is approximately typical. 

Q. Or sellers •ere demanding 25 percent down? 

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

average., about 25 percent do•n for land. But, and the 

reason I teated tbe other two was because this 1s a ••~¥ 

expensive-to-develop piece or land, and to get the laat 

possible profit out of it, since it 1a so expenatve to 

develop and therefore so depressed in value. I wanted to 

tind out •bat would happen it he reduced tbe do•n papent 
.... 
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to fifteen percent and even to t1ve percent. 

Q. Do you think that •ould be rea 11st!c •1th 

respect to the subject pro,perty that. tbe ••ller would 

sell it as 1011 as :five percent dovn or t1rteen percent 

A. It •ould be rea11st1c if the seller .as con-

v1nced that the buyer •~s a very competent industrial 

developer. 

Q. Would that maximize the value or the propert7 

from the ••ller' s standp.oint'P 

A... Yes. 1t does. 

Q. An<i then you have applied different interest 

rates. which I take .it is your other variable? 

A.. Yes. And I grouped that second variable. the 

interest rate. on the d·eterred purchase money mortgage, 

in the same trend; that 1e,. I grouped the highest interest 

rate 11itb the highest dotfn payment and the loltest interest 

rate •1th the. lo11test do~n paJlllent. 

Q. Why would that be? Wb7 ~ould you not get a 

lo•er interest rate tbe more money you could put do•n? 

A. Well, interest to the seller is taxable at 

ordinar7 income rates. He's not interested reall7 in 

taxable income at 48 and 50 percent tax_ratea; lle'a 
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interested in capital gains. So the 1ntereat is not 

dictated by the seller's requirements. Tbe tnierest la --

Q. You're saying a hundred dollars increase in 

price 1• •orth more to the seller tban a bundite4 dollar• 

in interest? 

A. Ob, far more. 

Q. Why is that? 

A. Because the capital gaina tax rate to lndividuala 

and corporations is less than the ordinary lneoae rate on 

earned interest. 

Q. Ia this actually the way the market operates! 

. ·:1 

I 
This higher interest rate ~oea wltb I 

the higher down pa111entt,I 

A. Jlo, no. I simply put the nine percent 1n,ereat 

with the higher do•n payment and the lowest interest rate, 

seven percent., with the lowest do11n payaent a·o I could 

get the widest possible spread of possible values on thla 

ground. 

Q. I see. In other words., you could have used 

nine percent across with th~ three dovn pa71Dents and tben 

.eight percent and then seven percent? 

A. Yea. 

Q. But this gi vea you the spread? 

~ The biggest spread •. 



Q. Now• the next aaaumption you've got here J.s: 

Acquisition Loan Curtail. What do you mean by that1 

THE COURT: Let me aak you, Mr. Hodges, wby do 

you put point -- la that Just semi-annual? 

MR. ALEXANDER: Thia 1s figured on a semi-annual 

baa1a, yea, sir. 

THE WITHESS: I'm ·discounting on a semi-annual 

basts, and I wanted to put those _t!gures in there to 

remind me to put the r1gbt t1gurea into the -0omputer. 

BY MR. ALEXANDER: 

Q. Tbe next assumption you've got is: Acquisition 

Loan Curtail, 110 percent. What do you mean by that? 

A. That f s the ratio or pay back to the seller of 

the land in respect to your total sales ot all or \he 
.. 

developed land. So that you are aure to pa7 him back and 

ahead ot the last sale. so that he's out ot the project 

and 7ou•re .working on your own caah 1n the last few 

periods of the project. You're going to pay him back at 

a taster rate tban you are selling land to the users. 

Thi.a 1• principal p.ayment onl3. 

Q. It 7ou sell a lot tor $10,000, ho11 much of 

that goes to the lender?. 

A. Well, 1t $10.000 •as. say, ten percent ot tbe 
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·•bole proJect, then ,you •ould pa7 back eleven percent 

pt •haiever you o~ed the land seller of tbe original 

.prine 1pa 1. 

Q. Tbe lender gets an accelerated liquidation of 
Ilia loan? I 

A. Yea. air. 

Q. Does he get 110 percent ot bis loan? 

A. No; he only gets it accelerated at 110 percent. 

H~ gets exactly 100 percent ot hta loan principal back, I 

plus interest. 

Q. But he gets it back raster than Juat a pro rata 
pa,y out or sa lea? 

I 

A. Correct. And this is a very alniaum curtail 

raltto. It Just barely geta the seller out of tbe deal 

berore the last period. 

Q. That's a security feature required by the · 
I lender? 

A.. Yea, air. 

Q. :No11, tbe next assumption ia: Development Loan 
i 

Interest. Is that 12 percent? 

Q. And .Development Loan Curta11~125 percent. I 

ala~ take 1t tbat's accelerated? 



That's accelerated. and taster than tbe acqu1s1-

t1on loan is. 

Q. In other words. the development lender gets 

his money back taster than he uould if be got a pro rata 

l"eturn? 

A. Jio; he gets it back based on a pro rat.a ratio 

ot salea to total sales and of sales to expenses. but be 

gets it back 15 percent taster than the land seller got 

bis money ttac k. 

Q. Is that also a security feature requil'ed by 

the lender? 

A. Yea, air. 

Q.. Is tbia on the 1011. median. or high al.de of 

such curtailment ratio? 

A. No; tbat' a proba bl.f the minimum. 

Q,. Ni niaum? 

A. Probably m1n1mua. I nave never heard ot a 

curtail rat.!o belolt 120,, tor developaent loans,, that 1•. 

Q. Then you further asaume grosa aalea,, wh1cb 1a 

taken from tbe top ot t.be page. 'the $2.lf5ll.ooo? 

A. Yea. 

Q. And J'OU further asawae the groaa developmen\ 

eoata 11hieb I' Ye asked you to aaswae. la that r1gbtt 



t-ffl I £'Cf) 
A. Yes. 

Q. Ro•. what do you do with all theae asauapt1ona? 

even 1• ln contrast to •ba't llJ'. Robb1na ••ld aoou\ putting 

all tbe 1apro••••n'• ln there at one ti••• perbapa aoae 

people •ould put a 11 tbeir iaprov ... nta ln there at one 

time. But, one ot tbe d1tterencea between lb. Jl•bblna' 

deacrlbed 1Htbod and tb1a. and tbe aln 41tteiaence 1•. 

that 1n the tlit•t place •J' •bole anal791a la tla••cl oa 

a level raonet"1l"J' a1tQat1on. 

A.. Ro. Pbaae tbea 1nto pbaaea ot 1ncoae anci 

development coats. In tbe caae ot •1' deYelopaen\ en•a, 

I put tbe• into tour pbaaea. 

I 
j 
i 
' !·· 
: 
I 

I 

l 
i 

I 
' 

Q. Ia that wbat tbie aeane 11hen J'O.a' we got head1np i · 1 

3 1/2 7ear program. Ji 1/2 7ear prograa. and so tonll' 

Ro, no. We have to take tbe pbaaea 1D an, oee 

ot tbo• e program•. Let' s take t be 3 1/2 par procna. 

'lhe tirat pbaae develo.,.ea• eoata --

Q. Bow. 111h1cb one are 7ou reterJ'1ng tot 

A. The 3 1/2 J'•• r program. 

I 

I 



A 11 right. 

A. The first phase development costs are the sum 

total of the tlrst two figures, $397 1 000 and $315.000, 

nearly $700,.000; that's 1n the first phase or the develop-

ment costs. 

Q. All right. Your first phase 1s two. ha lf-ye(lrs 

as sho•n by the left-hand column? 

~ Well. it's t1110 half-years, insofar as develop-

ment is concerned. It's probabl7 a year and a half aa 

far as sales are concerned. 

Q. But then. the extreme left-band column are 

· aemi-annual periods? 

A. Yea. semi-annual period•. 

Q. With your development coats staged' 

. A. Yes. 

Q. Is that ot any value to the porehaaer_. tbe 

staging of. these development costa? 

A. Yes. It minimizes the amount of money he ha& 

borrowed from the development lender to put these land 

improvements in. 

Q. At any given time? 

A. At any given time. and therefore minimizes 

hie annual or periodic. semi-annual interest on all tb1a 
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mone7. and be doesn't need tbe development tac111t1ea 1n 

pbaae 4 J.n order to aell out phase 1. 

Q. Under 3 1/2 year program, your income colwan 

abowa at t.be end or tbe t1rat year. lncoae of $1109.034, 

A. res. 

Q. Vbat la the -i.• right. above tbat? 

A. Tbe •1• 1• a tlgure that keepa tbe computer 
I 

f roa printing out an error. 

Q. Tb.at could be ignored tor oar p11.1'poaea thent 

A. Ve can ignore tb.e ~.l n tor OW' purpoaea • 
l::· 

Q. So at the end ot tbe tirat -,ear,, be'• got 

1nc0lle or $'409.,034f 

A. Yea. 

Q.. Ia that rlgb.tt 

Q. Income troa aale• or tu •abd1Y1de4 propen1 .. t 

A. Yea. 

Q. And the developmen• coats; are tttoae cwaalat1v• 

or actn l eo•t•? 

A. Bo; none ot ihe 1"1gurea on bere are cuaula~1 .... 

Q.. Hone a ret 

A. No figure an111bere on tllla cbart la cwaulat1Y•. 

Q. So tbe 1ncoae colman 1nd1eates ee7'&1A aalea-

a• tbe end ot au· aontba to \.be total or 3 1/2 ~ant 

71 



[l/lltM) A. Yes. 

Q. And the right-hand column indicates costs 

incurred for the various stages'? 

A. Staged developae.nt costs. 

Q. staged development costs. Where do you get 

those 1'1gllrea? Do they come ou.t ot the computer? 

A. No.. I took Mr. Phillipa·• tot.al development 

costs bt atages and made only one adJuatment. and that 

was to put all ot bis engineering and City tees in phase 

ot engineering 1'eea. 

site plan tiling teea and Alexandria 1nspect1on tees. 

Q.. So. under coats, these are you!' actual given 

tlgui-es e.x~ended over that period ot time! 

A. j Yea. 

Q.. Ho• abou' the income tigurea? Do those come 

out ot the comp.uter? 

A. Mo,. sir. You take the total grosa income tor 

a park B\lch and this, and you assume a le·vel. periodic 

a.mount ot a.ales. You •011ldn't do 'this tor a condominium 

high-riee bU11d1ng. You couldn't even get a loan to 

build tbat building unless 7ou bad it pre-aold '1' 'Jo. or 

50 or 60 percent. So that. tor exaaple1 1n the t1rat 

three months atter a ne-. condomlniwa building is t1n1ahed. 
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!. ;--~I fo~ 'J 
;rou'd bave 50 percent ot 7our ealea, and tben tbe next 

9. or 10, or 12 or 15 montba --

Q. In otber words, ¥OU projected a level ot ••l•• 
•~•• tile 3 1/2 7 .. r per1o4t 

A. Yea. You eould de tbat Iler• and 1' •oald be 

proper to do it. 

Q.. Ia that rea llaticf 

A. It'• qu1•e •••11•t1e. e:aeept 1n the c•••· ot 

spectal propert1•• like a e•A4oa11l1 .. •par•-•• pia-.•r\1. 

Q. I• thl• aetbod •• are 41acaaa1n.g equa117 

appllcaltl• •• appll•d to aal•·• ot ot,be• 1nnatr1•1 

P•~rt1' 

A. Ola, 7••. Bu1 lcten bepn ual•s 11 pr~bll' 

tlr1t on n .. towna, like Beaton and Col-ltlaJ a•d ,.._, 

cl1d go ttuougb a cliaeouded caab flow proeedv•• pa•-
.· t1c'1J.al'11' Gulf-Reeton, tor wtaoa I •orlted on a Jo~ •1tll 

two otller appralaera, llbell Oult teok OYer froa llJ'. 819n. 

Q. Then at tb.e end or tu period, pu bav• 

variable l, va•1•bl• 2 and vartable 3. Vbat cloea tltat 

A. Ob. t.boae are valuea. In other •oru. ~be 

value ot a land at a 25 percen' d0ttn. nine percent int••••' 

rate to tile land aeller. 1t0U14 b• · ~73,000. Tbe ••• 
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(~16;'1) 
land •ould bave a higher value. $113.000. it it 11aa 

purchased et 15 percent do•n and eight pel'cent 1ntepeat. 

or still a bigber value ot $761.000 it purchaeed at 

ti ve pe.rcent do•n a.nd a even percent intereat. 

Cl- Ro•. did 7ou go through the same aaa uaptiou 

and caleu1ai1ona for each ot tile balt-yearl7 per1ode, 

3 1/2 to 6 1/2' 

again. eoae arbitrary adJuatnaente aa to •be•• to put 

Mr. Pbilllpa' Jt-pbased expense tigurea 1n. 

•ll•n 'tll•J' ••re furnished to·7ou? 

A. Y .. • tbey .. re broken do•n.- but I bad to • ke 

a Juclpeat •• t.o •ben.tbe developer •ould ued to epend 

'b••• aonlea. and the Judgment becaae a little bit more 

difficult in tbe 6 1/2 7ear prograa. 
:~~ ... 

Q. What nnge ot tigurea • Mr. Hodgea. tro• 7our 

lo•e•t to 7ouii highest. did you get1 

A. Tbe higheat price tbe land •ould have would be 

•161.000. 

Q. Ttaat'• ~our value 3 on tbe 3 1/2 rear•' 
A. Yea. 

14 



[-r~ lt>SJ 
on tbe 6 1/2 year program; tbat would be $464.ooo. 

Q. Did 7ou determine tbe mean ot your big.best 

and lo•eet figure baaed upon tbeae aaswaptiona and ea 1-

culattona? 

A. Yes. It 7ou take all 12 value-range eat1matea. 

tb.e aean •ould be $602.000. and it 7ou took oal7 tu 

four Mluea. baaed on tbe Mdian t1nanc1ng term troa 

~he land seller, •hich 1a 15 percent dova and e1gtat 

percent tnt•reat, the mean •ould at111 be v••J' eloae to 

Q.. You aa7 $499,000 or $598.000? 

A. Bxcuae ae, $599,-0001 I'a aor•7• 

Q. Wba$ la the aUnclar4 deviation --

A. Well, tbat ·aeana that tber• •ou14 ..... 64 

p·ereent proba-111t7 ttlllt tbe propert7 1t0u14 ••11 t••· 
in tbe tlrat 1na&anee, no aor• tban $88,ooo above t6<)2,000 

and no more tban $88,ooo t.elo• $602,000. u.nd•• tile la• --

Q. So 7ou' ve taken the aean and tben added a 

A. Well, I Juat added t.be t1guff la taen an• 

allo•ed 1' •• tbe standard dev1at1on on bo*h •idea ot tile 

aean • 

. Q. Xe tbie calcula~1on an~Mng .like •ha' 1• ••• 

' i 
i 

I 

I 
i 

I 
I 
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in the maPketplace by sophisticated purchasers of large 

sites for development? 

A. I know it's done bJ purchasers ot very large 

sites. I have a good hunch that it is done by purchasers 

ot a1tes es small as. this or tbose involving as Dllleb --

MRS. SASSO: Your Honor. I'm going to object. 

I don't mind op1n1ona baaed on reasons and tact. but 

bunches. even fro• eipert.s. bot.her ae a little bit. and 

I object to t.b.at. 

TU COUH: Suata 1n tb.e obJ ect1on. 

DY D. ALIXARl'&Jl: 

Q. Do you kno• 111het.ber o.r not tbe aaae procedure 

is tollo-.ea •1t.b respect to t.be t7pe or subJect property 

d1scount1ng aetbod. I knoll! they go through aoae kind of 

• pPGflt analysis tbat baa to do •1tb borrowed aone7. 

interest on borro111ed money, bow long lt's going to take 

them to deYelop out,, and absolutely an analysis between 

t.be gross sales price tbe7 can sel.1 the land ror and 

what 1t • s going to cost them to do a 11 th1•. 'l'be7 do go 

to engineers for eometblng ae complicated aa tbis. 

Even a a1ngle-pu.rpoae pu.rcbaaer like .Drug Pair• 



[-fit~;) 
which has no reason to pay interest for more than the 

tlme 1t takes them to build their one building,, goes 

through tbe engineering estimate of what it's going to 

c~st to develop its land. 

Q. Then it also applies cash flow? 

A. Not in tbe case of Drug Fair. Oh, maybe I 

didn't understand your question. 

~ Ho, I don't think you did. 

Now,, when you come up with tbia range or tbia 

mean,, in what 07 does that add to or contribute to your 

opinion,, as an appraiser, tor the fair market value ot 

the property 1n January or 1972? 

A. Well, aa I've explained earlier 1n my type-

written appraisal report,, I don't think anybody baa tbe 

ability to predict exactly whether tbis thing could be 

done in 3 l/2 yeara or 6 1/2 years; I think certainly 

within that range. And though it's not in •T appraisal 

report,, I t.tould think that a fair valuation tor tax 

purposes •ould have to be a mean wit.bi.n tba" range ot · 

raw land value. 

Q. Would a purchaser. in 70urop1n1on. pay tbe top 

dollar you have specified here under First Section. 

Value 3. of $761.000? 
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&~1"8)A. No; I doubt that very much .. 

THE COURT: What was that again? 

MR. ALEXAJU>Elh Would a purchaser pa7 tbe 

h1gheat value he has here, the $761,000. 

And I think his answer vaa, no. 

BY llR. A l&XAHDER t 

Q. And m7 next quest.ion is: tdlflt 1t1ll be the 

11111,ing tactora there? 

A. Well, tbat top dollar 1• depen~nt upon a 

development and sell out a 11 in 3 1/2 years. Ii' a 

purchaser eould really do that and sell tbe apace, tbe 

ground area 1 tor 200,000 square f'eet or •areboualng, 

evor7 year for tbree conaecutl ve Tears, in tac• ot t.he 

atatistic•l evidence·-- even though it sometimes 1an1 t 

ver7 good w1tb1n toe Cit7 ot Alexandria ...,~ on ho11 much 

warebouaing us actually absorbed in the cit7. I don't 

tb1nk he •ould still want to pay to tbe land seller part 

ot his entrepreneurial prot1ta. He would tr' to bu7 the 

land at a cheaper amount. 

Q.. Would the aeller stand at111 tor tbe lowea~ 

priee on 7our range? 

A. I don't think be •ould, because that•a onl7 

about. --



-- 35 cents a square toot, and I've got an 

idea that tbe seller would probably think to bimaelt,, ••1' 
I . 
aa7be I can get t.bat kind ot a price from a speculator 

c>r all caab. and let aoae innocent real estate 1nveataeot 
I 
~ruat pick up the tab it something goea •rong. 

I Q. 
•oaewhere bet•een the highest and lo•est and right 

So 1t is your tutimony that 1t •ould tall 

around the mean? 

I Yea; tbat'a tbe best Judgment I can give on. 

tbia particular caae. 
i 

Q. Wbat doea7our hlgbeat •ork out aa a aquape toot 

••lue and your lo•eat •orlt out aa a square toot nlu•' 
I 

'fne blgheat would be equitt lent to 57 can~• a 

S'quare toot. and thl• la tor all the ra11 ground aa 1' 
I -

•iita toda,-. 

Q. Wltb no discount tor tbe road? 'l'b1a 1• t-o• · 
I - -taxing purpoaea! 

I 
Yea; tor taxing all tbe 1,,300,,000-aoaetblns 

aqaare teet ot land. And the lo•eat rigur• ~urned out 

,0 be 35 cen~• a aquare root. 

I 
Q. And llhat 1• 1our aeclian t1pr9' 

A. Tbe aedium •ould be 46 eenta a aqua re ·root. I 

* * * 
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MR. ALEXANDER: No, sir.. '1'he lefthmd coluum is what 

he gets in for retail lot sales; the right.band column is what 

he pays out in these various developaeat and carrying c.barges. 
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* * * 

c~mJ 
· Q Hr. Hodges, can you sh• the C8'lft what t1tue· 

vui«is ent~i.e• are 1n the c.omputer tape• vhl.cl\ )'Gil U.. .,. 

using the variable• and assumptions u ahOWD on the MlilO'I: .... ·.·· 

..wxa1"8d to the Court? ' 

A Yea, air. 

Your llGDoJ:, I augeat we take t.ba ~ ... 11MA 

u tb.e biab9•t value pagee • three papa flat m _.., ·ua 
hlgbe•t wlue. 

1'h1a repre&e1lts a tlt.ne---•·Mlf•,._ .. 
'l'llK CORTI J..et • ae• it. .. . . . '. . . --~f.t~k< 

'Ill Wl1USSt 1tala ......... ..a.r a ........ lmfl.lf- ... 
· ,n·t· . --·" .-

·,.- • ae,....periocl devel~ ~yaU. 

TB COWT: What 18 1t. ..,, bl.lb•• .... ,. p ~ 

thn .. aaut-a-luili•year proar-7 

1111 Wl!l&SS: Tbree• ..... lullf•,.U: ..... WUh .. 

five penent dGWn and the sewa penen.t lnterest. tl-•taa i-

. 8J. 



the land seller would provide the highest land value .. 

Sot starting with the ...... 

BY MR. ALEXANDER: 

Q 111.is would be three•and•a•balf years, V-3, value 

three'l 

A Yes, three-aiiJd•a•balf yeaz:e, V-3. 

THE COORT: All right.. 

MR. Al.EXANDDa 'lbat is related to the hlahest ftluet 

TSE WITNESSa tee. 

BY MB.. ALEXANDERS 

Q Wbat ia the .15f 

· A 1Mt 18 tbe peri.ocU.c profit ratio or yield ·per balf 

,.as- far .the aatrepftDllt1l'W cleftloper of Ws ~· 

1.he 11ext eat~ WG1114 be tile 95 peaent 1_.to

punhue price rado, M'ttdng tba Mllu ls taktng ahGut 9S 

percent Of the punhue price la defemtl, ~'*' ...., 
.mwtpge. 

DE CWJlT1 Rlght. 

TIE Wit.HESS1 ·11ae next aky would be a ~-

half perceat par half year, equlftlat. to 8even pezeeat for·· 

whole ~. t:laa rate of 1atare•t ca tha defenecl punbUe money 

aote. 



· Q Every tiAe you have the word, periodic, tbat meaaa 

that you take a semi-a.i:mu.al period? 

A In this case we uaed a aaal•annuel analysita. Ve; 

could have used quarterly or m.cndll.7 bu.t that wou1a•~...,.. 

really changed the price materially. 

The next figure VCllld be 110 pe=-t or 1~1. vld.cll 

1e tbe paybaek ratio on the aequia1t1• 1 .. eo tba- i.f Cll: 

the elMl of the three•and•a•Ulf ·,.m tile eellu· bu 4..., 
beea pa1cl back in full the pr1-1pal •ouat of tiltat .-. II 

i• beiag paid back at. tea perull& 1daltn ·ate -- ........ 

sales ·every period with n..-t to total _... Ml•• I.a .eu 

Q Accel•n.ted payt.ck per1o41 

A ~lerate paybKk figure ... lch ....... Ida Of taot 

wladiJtg up at the end of the proj•& httWtoa a ·pedfflr· ••ma -
of sec.urity debt ca dle property ·"*' for wb1ch '1Wre 1-

pr.operty salable. to pay h1a baek.. kt ..,... .tJaat u • Mah 

ri•k payback. 
' . . 

Q We haw beea throush all &;ha~. Let'• jUlt ........... 

the tapes a-$ 

ia&erest. rate equivalent to 12 pe...c •n• . sal .... .,.. .J&te 
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.for the development reason. 

The next figure would be 125 percent 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 property, 

and the las;t of those •• 

MRS. SASSO: 1Wo-and•a•hal.f? 

THE WITNESS: 'l\fo-and-a-q,uarter, I .am sorry. 1\t;o-

and•a-quarter a square foot for all the gross sales. And. the 

next entry would be the total estimated development expeuaes 

frona the Phillipe development cost. est.imam. 

Now, the next figure .... 

THE COUl.T: light there. what is the sales! 

THE WITNESS: Well 9 I only used as sales eJCpeUe• 

the d•velopment eosts of $1~3U,746. You have got to $peud 

that to get the retail value of the land. 

TBE·C~RT: No sale expenses ineluded? 

MR. ALEXANDER: 'l'hat' s correc.t.. 

THE VITRESS: A little bit• the 30 percent fl1m:tJal. 

pref it ratio to the entrepreneur 1ncludes soma overhead and 

advertising and promotion. 

· BY MR. ALEXANDER: 

Q He ·1a talking about the_ $1,312,0007 



[irlq.f i] THE CWi.TI I dan t t undarataad that because Mr. 

Phillipa testified that the clevelopnent coata of $1,312,746, 

dic.b:a. t be 1 

'l1m WI'mESS1 Ye•, iDGlurUq •• 

TH& CWRTs Enatuerin& feu, aite plaa, flltaa i. .· 

and inspection faef 

Mlt. ALEXAMDDt lie -- ln thl.1 line, 07, J'lll &a 

atrike sales; thi• i• juat d.eveltlplallt eapew•• 

THE WITNESS: l'a IOftY• I ... what 1*' .... 

My printed f om did •1 ealea • .,... ••• 

THE COUITa But tbat f lpra clC188 Ml IM111dil - · 

aales_aspenaa17 

DIE wmmssa It ctou aot• 1 • Mn7 Clla& .._ I~ . 

... pdntad like thU. 

ms camta '!bat'• all d.akt· 

TE. ·WI'l'ESla It - bee-- w _.. a lot I• · 
: •. - J ., • 

TBK COURT: I jut vat C. _.._..um lt U bM\ l 

1hea tba mxt. ~ wldcb al ...... Ml'k -a t-*. 
betnen is'Miamo and expemas an ta. - fl..-• ·lb ll ~.9· .. 
first chart you aaw but 1D altnattaa peat.U.lllill •. 

·.,, .. 



flltlf~) THE COURT: Right. 

MR. ALEXANDEB.: You put dCllln column one and cGlUBID. 

two alternately to feed in this next information, is that ri&ht? 

THE WITNESS: Yea. 

BY MR. ALEXANDER: 

Q Up to this point this' is information you fed in? 

A 1.'bia is all we feed into it. 

Q ?hen the program takes over?. 

A 'lheti the machine takes over and through what you 

would call a trial and error procedure, testing different 

values, it arrives at a preci•e value a lot more precisely 

tlum. the appraiser can operate, at which the equity invest:meata 

if you atart on the next page, at whidi the equity investment 

whldl la the aac:.ond figure there, $38,054 -· 

?BE COURT: Wait a mimtte. I dOD' t have tbat.. 

TSE WI'INESS: 1.'hat ia the equity cash which ia ff.ft 

percent of the figure right above it, because he is putting 

· five percent dGWD so that equity --

?HE CCXJRT: Let me aae that.. 'lbat la five pe~f 

THE WITNESS: Of $761,000. 

M&. ALEXANDEl: '1he Court will recall tba.t. 

THE COURT: All right. Putting in five percent of 

that, giviag back the purchase ~Y mortgage of 95 perceatf 

-~-1 
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figure? 

A Yes. the draws are minus and the curtails would be 

plus. Wherever you see a minus, it ia a draw in connection 

with the development loan curtail, on the development loan 

princ.ipalQj So he has drawn. rather than paid back, $397,363 

and his interest on the total amount of the development loan 

for the per!.od 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 ~- iutereet on the 

average amomit to that period. 

THE COURT1 All right. 

THE WITNESS: 'Die next aad moat important f!:gu.re is 

the cash flow for thiit period. It is negative. It is 

$37,227 but because it 18 not an absolute e~tw:e today 

but will be an expenditure CV"er the rae:ict ab: moatlul, . tl\ea t.Ut 

b dleeouated back to the presant value by the macbtne at- lS 
. . 

percent or, elllCUSe me, at 30 pare.eat per year or 15 pe.~ 

per half year. That i• profit ratio or equity yield• 

Th.en_all the other cash flow ftguns, tile aext-thi'ee 

of which are negative, negative $104,000, aagative $59,000, 

negative $31 000, an disc.GW.'lted back to their pre~t value• 

which is a smaller figure but still negatiw. 

1.'hen we have three poettive figures. -
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make a positive cash flow ln the fifth period of $14.000-.-e 

odd and then $272,000 and hia laa.t cuh flw 1• $174.0CJO-plt&a. . 

All of theee figures are diacGUDted back to pre.at._ .. _, 

they will euctly equal the original equity caah c•J.Oa !a.·. · 
which waa $38,000., And you caa teat lt with a aeriu of 

compound interest factors for sewn Hmi••maal pen• w tt · 

can be tested with separate other diffehtlt o.omput.et" PoPM••· 
BY Mil. ALEXAlGJEls 

Q Let me ask you this, Mr. Hoct&ess You ·tab._. ..t 
f 1pr"*a at pet"locia one tbrGUgb ..-vea, 1• tbat ftabt,I 

A 1he eM flgm:es whe~ ·tile cath fl• flgm:e• ft#th 

Q Yw tab the ending flpree -

m CUJitta Wbat do ,ou aa.1 .. , 

BY Ml. AI.EXAMD£a: 

Q Are 70ll M)1.ng·if you take a total ef tkoae .... 

figures aacl then you apply•• . 

A 11o. r• diecCIUllt ·eacb one bJ ilaelf ....uaa • · 
how ·-

Q ·· .For .a: JIU'POS••• let•• ferpt abeu&. diat fOt· • ·, 

mi.mate. la general, you take tba total. tile annp ~••• 

er total dt~etmt. er -.ti 
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A No, each one must be discounted for the time lag. 

Q Is that done on here 1 

A ?he mechanics aren't shown on these sheets, no
1 

but 

let's take the first cash flaw period of $37,227.a 1he fornula 

for discounting that to present value would be that amount 

times the fraction, one divided by ~·15, pa.todi· That w.111 be 

it. 

Q I don't need the formula. 

A It wauld be that amount divided.by 1.1s. 

Q Bllt you say. the procedure is that when you take the 

discounted present value of each .one of.these end period 

f1curea, ycu ccime up with a total of $38,0547 

A EMC.tty. But the discount isn't the same for each 

figure becauae each figure ia six montha further ,,..y. 
Let me put it &a'ound the other way, I thlak this 

will help, Your Honor. If you invested la a aaY1Aga acc.ount 

$38,054 and six months fraa new yqu put $Sl7,227 in there 

and alx months later you still put another $104,459 in tbe 

account and so on to the fifth period to where you began 

dr•ing money out . Of the ace.aunt, ,._ would draw $14,688 •t 

of the bank at the end of the fifth period and you voulcl -... 

$272,0SO out of the bank in the sixth peried. Fiaally. ·"* 
would deplete your balance in the beak aceouat at the end Of 
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the seventh period by drawing out $174, 380. 

THE WIRSS a Yes, but all the while YC1U had aay 

money 1n that 8&'rings account, whatever that balflllee .... f• 

awry •ia-m-.th period the bGk •oald ._. paid ,_ lS .,..,... . 

intere.st for every •ix montha. 

BY MR. AlDARDDa 

Q Bow ..... W.U.d )'GU .... w °'8&811 ·~ tlMat . 
pui0d7 

A It doem•t mean~. It ls Juet-tbat fw . ..., 

dU. 7'0I& bad 1n the bank .... ., doll .... ,.. ...... be ...... 

15 percent per •ix-month period _. 30 peweeat ,_ ,... · 

.. proof of it t.e, u ,.. •1tad -11 ... -- .... 

mi!lua fJ.aun• up, it nuld be far anatar ..._ ta.GtO. Ill. 

other won., tbe plua lf.&ure, if JGtl ..._. all ta.• • ._ . 
ff.&urea topther, wald be peat.er tbaa flB,000. a. e.f.fen1t11 

would be the ecaM1lativa Jatenat· tha bait •..W ._. ,.W · 

you over this tbree•ad-a-t.alf .. ,._ pad.eel. 

TRI CWITi What al•, Hr. Mn h~t 

Iii. ALEXMDllla 1bat'a all I ...... ,...._ aften:1a
1 

. 

Till COU&Ta Let • aae -· 

MU. SASSOa . Coulcl we flad _. ...._ Kr. ledpa got 
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an answer to the question about -· 

THE CWRT1 Let me look at thise 

Now, where does it shar the figure of $761,0827 

nm Wl'l'NESS: 'Jhat would be the top figure on the 

TSE COURTs Let me see that. 

'niE WITNESS# 'lhe market value of the total property. 

nm COURT: I see that up there but I jut don• t 

know where it came fram. 

Ma. ALEXANDER• It is trial and error, Your llosaor." 

'Dle machine has tried and then comes up as that and that is 

the figure. !hen it showa you why. 

nm wrmsss It shews you why. See, that figure 

... to be-

Q Trial and error? 

A 1hat f lgure bas to be 95 percent mon or, excuse me, 

that figure, Your KGDor, bas to be the other 95 pe~t of the 

amount above the equity htvest:ment. 1.'h.e maeh1ne 1a really 

looking u equity inveatmeat. only but as a rellU.l t of looJda& 

at equity inveabneDt only aad cub flew only, it then produces 

the total property price because the total propeny .price 18 

a much bigger figure than the equity because the equity u 



~"'•] ·. . .· ·. 

J.i,y five pe=ent of that price and this i• the c.onat:aat. h 

Jonatant here ia the equity imreatmam:. whacever it U, la Gr . 
~ . . ·. . . . . . 

tl.ive percent dOSID and the seller ls .pttJ.as l:be ea.r 95 ,........ 

1L the f om of a AOte. 'l'be cOlllpl.1t.er won. iatenallr • .,..lll't f y with or meialy with cash. nw. 1111t CM ldglaer ... pd&e .· .• 

~= ::·:.:~~-=-~ ': ::.:-=-~·-
tlmea in 1ta attempt to get to the rlllat V&l.\le •.. · .• .. ·•·•· · . · .... ··.·.··. · .. 

oa tile correet·oae. 

THE mtnrf 1 · Oa the loWut elidt 

·' ·: } ' 

. , __ .·. 

. - · .. 
.··.c 

.. :» 

' :· . '·· . . 

111£ WIDESS1 LGlfeet value ............. I ... /·:; : ~.- .. :-: ... -' 
. . . 

. v"· . 

sellout time, six-&ad-a,.half years, Wltlt tbe MP.at ....,.,.,...~. 

Jr the ldglaeat iate.t Zllte & 0. ·1-1 aet1-.r. ·.· · .. • •.••. ·• · .. ··•···••·•••·•· •. ·.·• .·· •• · ..... • ·. · 

•• •••• 

( 
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BY MR. ALEXANDER: 

Q. Mr. Hodges, in your projectioo of the market value 

of the subject property, you have used a •thod which baa 

three or four variables lo it, 18 ·that correct? 

A. Yea, eeveral, five or six, I auppo•e. 

Q. When you change the varf.&ble1, cloe1 that affect 

the validity of the method in any way? 

A. No. 

Q. In what types of ea lea is thu method approved for 

by the various appraual socletiea, aad inetltutea, and ao 

forth? 

A. For any property of any cla••lfication where the 

more direct and 111cb 1 lmpler to use direct 1ale1 comparf.son 

lan 't available for one reason or another. 

Q. Now, the various sale• lo Shirley IodU1tr1al Park,. 

Bulb Hill Induatrial Park, .ilexandrla · ndU1tr1al Park, Edlall 

and 10 forth, were they retail aale1 of flnlahed •ltea, or 

were they the wholeaallng of a raw site? 
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A. They were probably in all ca1e1 f iniahed lite 1ale1 

to ultilD&t• u1er1 of the land. 

Q. They were not vholeaallag of rn ground. in other 

11orda? 

A. It'• poa11ble that one or tvo might have been 

bought apeculatively. not juat becauae tbe 1ever •ratorlua 

•topped tb•• at tbe tlma. but vltb 1ome aatlclpatloa of a 

reaa le at a hlgber pr lee. 

Q. What do you -n by tbla word "apeculatlve"? 

A. Well, a apeculator la o• wbo eltbar doean 't have 

any ability to do anything with the land or doe1n 't wish to 

do anything wltb the land and •rely antlclpate1 belna able 

to 1ell . lt at a higher price in ,.,.. very near future cs.., 

aad atlll •ke a prof it after payl.D& latereat on bf.8 lllftlt

•nt and the real ••tat• tax•• dw:lna the boldlnl period. 

Q. Do JOU project a 1peculator 11 tbe llOlt probable 

purcbaaer for th• aubject property! 

A. lo; unl••• tba prlc:• waa a real bargain. 

Q. Can JO• cbaracterlae the _.t probable purcbaau 

of the aub jec t property? 

A. ·Yea, l.t would be a -41'111 to ••11 .. ,,.loper •bo 

baa juat enough caah, juet a f• hundred thouaaad ca1h, to 

carry tbll project to conoluelon aad baa tbe ablllty, and tba 
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knowledge of the induatrial warehouse market, and wants to 

stay occupied doing this very thing for a number of years. 

Q. Would be be the entrepreneur? 

A. He would be the entrepreneur and purchaser of the 

property. 

Q. And tbe money he baa to_ put into the property, 

could that be termed "venture capital"? 

A.. Yes, venture or equity capital. 

Q. And what types of payments mke up tbu venture 

capital lo a project like thla? 

A. Well, to begin with, it'• the equltr: cash he paya 

at settlement. 

Q. Down paymnt --

A. Dawn paymnt. 

Q. -- Would be part of h18 venture capital? 

A. Yea, if there is a dawn P•JMnt. Just recently, 

I heard of a ·tr~t of ground offered for no down pa,_nt. 

Q. But 1n any event, venture capital would be hla 

da1tn p&Jm8Dt 1 

A. Yea. 

Q. What elae? 

A. Any other negative· caah flaws where the caab flOlt 

from the project f.a negative becauae hia development expeneea 
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and lntereat and carrying charge• exceed hi• 1alea for the 

cumulative period up until that point. 

Q. So hla carrylag cbarga1 for the property over and 

above any 1alu be •ke• would auo be part of hll veature 

t;ap1tal? 

A. Yea. 

Q. So you've got hi.I down pa,_at and JOU 've &ot bla 

oet carrying cblraea, tbll la bu venture capital? 

A. Yea. 

· Q. Ia tbat the •ounc on vblcb JOU ft.aur• the equltJ 

yield? 

A. Y•. 
Q. .And ha. did JOU arrive at tb11 30 percent -.ulty 

jleld for tbe moat probable purcbaaer or mrat for the 

1,ubJect property · 1n Jaauary 1972 'l 

A. ·Both by extrapolating tbe apparent yleW froa 

@tual developed property la prnloua year• aacl by coner ... 

tlona •lth off I.cu• or ataff •mbera of laDd dewloplas 

ftn. 1 1ome natloul la cbaracter11tlca and •- local or 

raalonal 1D cbU'acterlatlc1. · Aad tbla la nu IW au•r 

~ ,.are. 

Q. Ia tbla a Mdlu• fl&ur• for tba clnelo.-nt •rat 

lD that per lod? 
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A. No; this is the bottom absolute minimum figure 

that moat developers hope to get in going into any size 

development. 

Q. And if the analysis shove tlult the project would 

not probably produce thl.8 yield, what happens? 

A. Then they either don't buy or they get the prop 0 

erty price down until they can get that kind of a yield. 

Q. Why are they entitled to a ·JO percent before tax 

equity yield, lo your experience? 

A. Primarily the r iak involved in having to atay w 1th 

a project for three, four or five or aix yeara, aioce there 

are 10 many variable• that affect the real eatate market for 

over a long per loci of t 1-. For example, mortgage rate• 

can go a1 they did betteeen 1960 and 1970 up froa 1lx -- 1n 

1966 to 1970, in a 1pan of four years, per•nent mortgage 

rat•• for all kinda of propertiea went up very rapldly, from 

6\ to 10% percent, except for residential. In the ca•• of 

rea1dential propert1e1, it wa1 auatalned at 8 or 8\ or 8%. 

Q. Ju1t give me the factor• without detail• behind 

thnl. Wbat factor• entitled t~ to thls 30 percent? 

A. Becau1e of the r11k iavolved with 'All the1e future 

variable•: th• demand for apace of a certain kind, the cle

•od for -- I -n, ·and the construction c08tl going up from 
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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 prof it 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 really make the most of his prof it out of it, or he has 

to wait to the third year of a four-year project to get the 

bulk of bis prof it out of 1t. And this is a lot different 

from buying and operating an investment property. 

Q.. Like an apartment? 

A. An apartment, off ice building, hotel, motel, •hop-

ping center. 

Q.. That are al.ready there? Built and operating? 

A. Yes, and the tenants are already in the building, 

and the building, say, 90 or 9.5 or 97 percent occupied with 

tenants. Those properties can be sold on an equity yield 

of as little a1 perhaps 8 percent; this ia 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 'a coming 

in regularly and if 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 you call that? 

MR. ALEXANDER: That is the equity return on pur-

chase of investment property that is already there and oper-

BY MR. ALEXANDER: 

Q. Were there such opportunities for venture capital 

returning at least 30 percent equity return in January of 

1972? 

A. Oh, yes. In January of '72, I analyzed -- no,ex

cuse me. In the latter part of '72 and the early part of 

'73, I analyzed four condimiaiua conversion projects. 

Q. Unbuilt, just proposed? 

A. No. They were converted and all sold by the time 

I made my analysis. 

MRS. SASSO: Your Honor, I object to an analysis 

of condiminium.conversion projects to give data to support 

the raw land value. 

MR. ALEXANDER: No. My questions is, Your Honor, 

if the man dido 't go into this project what else could he 

have done with his money and gotten 30 percent or better 

equity yield out of it, which seems to me determines. the 

market. You 're not going to sell bonds at four percent if 

...... ,,. 

/00 
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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 

return on the equity? 

A. Yes, new and converted condiminium projects were 

producing fantastic yields on equity iavestmeata. 

Q. Wliat •b~t eubdivisoa property, raw land? 

A. Up until the sewer moratorium hft Falrfax County 

in about September, 
1 72, the yield to the b1gge1t developer• 

were far more than 30 percent. The small developers were 

hardly able to get anything down at all because of the rfJllng 

construction coats and delays and red tape involved la aub

divis lon plans and zoning and so on. So I bad to atlck 

mostly with the large developers of •hf.ch there are not 

·more than five or six in Northern Virginia. 

Q. And what type of equity yield were they typically 

returning? 

A. For a large project, say, a thousand acres --

since I once made a preliminary anal1111s prior to possibly 

doing this thousand acre project -- the return was then 

anticipated at 50 percent on equity caah. For 1 .. 11 project• 

there could be as little as 30. It would have to be a very 

lot 
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small project, such as a 100-house subdivision. 

Q. Below 30j 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 a 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 new project on a land develop-

ment after taxes, they will instead make an attempt, if they 

are qualified -- this depends on who they are if they are 

qualified and experienced and can get the financial mortgage 

backing -- they will go into an apartJlent, or an off ice 

building, or shopping center, or a number of warehouse pro

jects, because they don't have to worry about_~taying·in 

the project for five years to f inieb the development. Once 

they build an apartment house and get it rented, that is the 

end of their risk posit ion insofar as the management and 

entrepreneurial effort is concerned. The rest of the job 

after that is up to the property manager and the rental 

manager. 

Q. What did your investigation 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 ••le, the Drua Fair aale, la 

•hlc:h one •laale purcbaaer needed 34 acre•. or 29 acr .. out 

of the 34 that be actually got, and I coulcln 't ••• enou1h 

•vldence of tbat kind of a •rut to coaatltute a •rut, 

a 1laale •rut, for the aubject aroLUMt. I juat dl.cla 't •• 

bolt •• could have that •ny Drug Fatra en.ry JUI' to perait 

tbe developer of the aub ject Fruit Cr••r• land to tblak 

about buying it at a biah•r price boplaa tbat be wouW ••11 

. the wbold tblng owrn l&bt to one uaer. 

Q. I•• 1f JOU bave three tract• of raw 1a.S1 Hr. 

Roda••• ran11a1 fr• 25 to 3.5 acre• and ••lllna fr• 40 to 

50 cent• per •tJuare foot --

TRI COUIT 1 lacuae • • Mr. Aleundar. What ... 

tbat qu .. tloaT 

Q. I aa ••Yln& aaaualag you hne thr• tracta of 

undeveloped rn laacl between 25 and 3.5 aar .. I.a •la• aad 

,aelllng froa 40 to 50 ceata a •Cluar• foot, •by •aald tbeM 

aot be co.puabl .. •bl.ob would penalt the appllcatloa of 11119 

..... auat-data apprMCb, la ,..c oplal.oDT 

A. leca•• JOU couldn't •ltll ••1 aoeuao1 ac all fl .. 

~- 1ubject laad value cmparlaa •ltb tboae tbr .. partl.cuw 

OOllp&rabl .. unlaea they •er• extr-ly •lllllar la nar1 

/03 
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cbaracteriatic. They would be •imilar in abape and 11ze --

abape; we've already aaid tbe aize 11 11.mllar -- they would 

be a lmilar 1D acce11 • 1 Sal lar ln f roatage, 1 lallar in ••-

po1ure, similar lo •rket deanda for tba location, 1lllllar 

in development coata and 11.mllar in how long lt would take 

to subdivide pucela of that ground· to aell out. 

Q. Dld you ln your analyala find a07. 1ucb coaparablea 

to the aubject property? 

A. At first I thought I bad three beautiful comparablea. 

Tbea •bea 1 fouad ou.t tbat the developmat coeta were 10 

axtr ... ly different, in one caaa the uaer wanted all the 

land at once for bll single uae; la another case -- ' 

. Q. Let • ask you tbu. Would the •rut say because 

Joe pald 40 caata, and Drug Fair paid 4.5 cant• aad Saa paid 

'O ceat1 • I '11 going to look for a plece of propert7 for 45 

ceata. Doea tbe •rket do that? 

A. The market does it only for tbla purpoae: I think 

I've omitted saylag tbla and lf I have lt 11 a big mlatake 

oa m.y part. Tbe •rut la latere1ted la the fact•, 1f they 

can be found, that eombody eue d•a tbe atreet paid aa 

little •• 30 cent• a 1quara foot, or 40 cent• or 50 cent• 

a aquare foot, bacauaa tbe peraon that •labt have bought 

that aballar tract down the ltrHt for 40 cent• a square foot 
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might be intending al.ao to build a warehouse park. 

Now, if that was a warehouse entrepreneur lal de-

veloper that bou&ht that land down the 1treet at 40 cent•, 

thi.8 will excite and greatly interest the hypothetical buyer 

of the aubject land, because then be' 11 want to ltDOlt 1f bl.a 

ccmpetltor da11n the street can auhdlvlde and develop ware

houae1 without apend1a1 aa mch •• $1,300,000 la clnelo.-at 

co1t1. And 1f be can, than be know• that hll competitor 

down the atr:eet can poaaibly 1ell f inlabecl alt•• for lea• 

tban be can or can lea•• waraboua• apace, lf tbat'• bia la• 

teatlon for lea• than be can, and tbf.a aqht cllacouraa• bla 

from. buying thla land at tbll· kind of a 11allar price or 

even 10.-tblng cloae to lt. 

Q. Vall, are JOU aaylna lt 11 the dnelos-at a•t• 

that make the ••l•• dlaa lailarT 

A. It la the c:levelopmat cost• that -- yea, the de• . 

velopmnt coats, hOll loag lt wlll tau to clave lop tba land 

aad aell the lot•. 

Q. Length of t 1.-? 

A. The laagtb of ttae, the lntereat paid to tba 1aa4 

aaller, lt '• all tbOee other factor•. Aad aa I aa7, tboap, 

be aclll •nt• to Im• .what the otber land ba1 101.d for. 

·. Tbat'• af.aply to protect blmlelf fr011 c_,.tltloa• fr• fS..ro• 

.. 
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· competition. 

Q. Now, at my request, did you do a pro forma analyaf.I 

of what the probable 1ale1 price would ba 1f you bad a pur-

cbaae and then an instant resale of the subdivided lot•? 

A. Yea. 

Q. Ia that repreaented by Chart 1 up there? 

A. Yea. 

Q.. Could you tell the Court vbat that meau? 

A. Yea, sir. Ia my appraisal of this property -- and 

I'• ul lng round figure1 la the laat three digits there --

la my apprailal of the property, 1f we •••u•d that all the 

land would sell other than the street area at $2.25 a·aquare 

foot, then we have groaa 1ale1 of $2,454,000, and lf our 

development coats are aa Mr. Phillipa ha1 teatlfled, and if 

we went la tbel'e aad made no prof it at all and did all thf.I 

development and 1old the altea overnight, no time delay; 

therefore no ·carrying chargu; then we would have a raw land 

value u it alts today of $1,141,000, which la 86 cents a 

aquare foot. 

Q. That a1sumaa the retail aalea at $2.25 for the 

•• lab le land? 

A. Yea. 

Q. And it aa1ume1 the developmnt·· coats aa furnlabed 

I~ 
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by the engineer? 

A. Ye1. 

Q. But lt a1aumea no profit by the --

A. No profit to the entrepreneur and no time dela1 

in gett lag a 11 tbl.a done. 

Q. And tbil would be tru• even up to a year; if you 

••at ln within a year with theae figure•, you woulcl •till. 

get the ..,. 

A. Bo; if you bad to apead a --

Q. Let'• don't get lato that. 

'fHE C<IJRT: You 're aaylag the r• land value u•r 

tba~ fonula would be 86 cent• a aquare foot? 

Mil. ALUAltDllt That'• if you oould buy today, 

develop lt, ancl ••11 lt c ... rr• wlth no problem. 

THE Courl' : Bo pr:of lt, ao latere•t, no nertaead! 

Ill. ALWllDD: Rlgbt. 

THI C<IJ'IT: Do you atlll have )'OUr dOlta ,.,_at 
of $168,000? 

'IHI wrt'IBSS: You wouldn't have aay U.a .,.,...c. 

You would buJ the land --

TRI CCXJRT: Por caab? 

THE WITUSS: You woulAI eltber &lw a check, note 

or caab and tomrrOlt you. •ouW go to ••tt 1-nt and collect 
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••oaab ... , f•• all JOU&' ••1.u of yoa let• to •a JIN&' 

check aood to Che land ••ller. 

It ... ALEX.-QlDDs 

Q. But tilt.a •oald be the top prlce JOU c:ouW paJ jUlt 

to br•k neoT 

A. Yea. 

'l'll£ CCIJIT I A 11 &' t.aht. 

n •. 1.1,1XARD11: 

Q. Aad 11Mt lf you •••l&llN a profit to tbia develop

er wbo I.I 101.Da to baJ and reMll overallbt? 

••, .._ tbS. Chart llmlber 2 lllaatrate boll tile 

prcdlt affecta tbe prke that can be paW for tbe land! 

A. TM. 

Q. 1• •lat .. ,, 

A. If•• ••- apla an l.calUDt panha••• l.altant 

.... lopmat, l.aataat re•ale 111tb DO O&l"rJl.na cbara• t DO 

l.atel'Ut, n0 tuu, no rul ••tat• ta••, bat took a pl'of lt 

-· .. '11_ call tbla arbltrar1 profit f lpro for the property 

•• toek a profit of $301,188 --

'81 CCIJRT 1 Wily do JOU tau tbat f I.pre T 

Ill. ALBXAIDBI: He ••ld lt '• ai:bltrary. 

THI WrDllSS I for tbe -Dt let 11 cona lder lt aa 

/Di 
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, THE CWRT: All right. 

THI WITNESS: Then that would almply reduce tba 

JP land valw9 by that amount, by $380,188 down to $832.812, 

'ttblch briap it down to 63 cant• a aquare foot for the 

entire site. Tbat '• 30.SS acru. 

BY Ml. ALEXANDER: 

Q. You 're 1aying, Mr. Hodgea, that 'ttbatnar tba 

profit ff.&ure you aaalga, you reduce the prka 'ttblcb the 

entrepreneur can pay for the property? 

A. Yes; other thing• being equal. 

Q. And neither of tbeae cbarta, 1 or 2, bave &DJ 

ti.me factor or ab1orptlon ftaure, la tbat correct? 

A. That '• correct. 

Q. NOif, are eltber the figure• projected on Cbarta 

il or 2 rnotel7 raallatlc fr• tba .-rut ataaclpolDt? 

Could lt happen? 

A. Ho, it cauldo't poealbly happen. I don't thlak 

~ou could, unlesa )'OU bad a Drug Pair. Drug Pair •I.Pt ·-

1omebody llke Drug Pair mlgbt buy it, but the cbaaoea are 

to •mall that except for a Drug Fair•tne cuatomr tble 

could never happen.· It would take you at lea1t alx 110atba 

'9orklng very bard to develop all the1e warabou1e 1lte1 f.n 

tbla laad, lf you develop tb- at all one time. 

101 
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Q. As •oon as you go beyond 11x montba or a year la 

selling the developed site on the aubdiviaion, i• that why 

you get lnto the cash flow aoalyai• of equity yield? 

A. Yee, that'• exactly why; becau•e the lntere•t 

builds up on the amount that you have borrowed to buy the 

land •. 

Q. And that is part of your venture capital •• we 

clef 1aed lt earlier? 

A. Yea, right. 

Q. NcJlt, can you exp la lo to the Court •bat that Chart 

l•? 

A. I called it ''Diacouated Ca1h Flott." It 1llu•tratea 

tba -dlan of •1 12 laocl valuea. 

Q. That'• $602,0007 

THE CWIT: Hold lt there jUlt a •lnute. 

Mr. Rodge•• 1 've ca1b flow ducounted to the pre•· 

ant value. Ia that the sam thin&? 

THE wrruss : Ye•. a 1.r. 

DIE COURT: Tbat'a tbe down paymnt aad the profit 

and tbe latere•t and the overhead? 

THE WITNESS: That'• •hat l drn thla c~rt for. 

THE CWRT: I jUlt wanted to knOll lf JOU •ere talk

ing about tbe •- thing that I'm talkl.ag about. 

lfo 



THI WITNESS : Yea • • ir. 

THE COURT : You are ua lag a lot of term1 that I 'v• 

never beard befor•, and I ju•t•anted to be aura that I 

know •bat you 're dof.a& with that chart. 

All right. 

THE WITNESS: Ualng my •dlan land value of tbla 

12 different valuea la my report of about $602,000 and -· 

THE COURT: $ 602 • 000 ls tbe 12 value mean 1 Do JOU 

get that off thia exhlblt? 

'1'llE WlTBISS: That la correct. 

THE CCIJllT: Tbat '• all ~ v-1, V-2 and V-3, 

and· you are taking all 12 valu.u and coming out with the 

$602.000 rough11t. 

THE wmzss : Yea. tbat '• what ,_ call nerap 

OI' ...... 

Ualng my average laocl vallle of $602,000 and paJi.aa 

about seven percent d•n, or whatever tbe ff.pre I.a, of 

$602,000 --

THE C<IJIT: Stop there a minute. 1 thought uacler 

that program your .. ulty caab waa f lw percent! 

THE WlTRUS i Wall, u I explained earlier in •1 

croaa exaalnatlu from Mra. Saa10 1 in order .to arrlve pre• 

cf.aely at my--• value, you could bava a coablnation of 

11 ' 
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seven or eight or nlne percent down,. and an intereat rate to 

a perceataae of •bat f f.gure? 

THE WlTRBSS: That 'a a dot1n payment which 11 

roughly aeveo or eight percent of the land acqulaltioa coats, 

$602,000. 

THI CQJRT: Lat • mau a note of that. 

Okay. 

TRI Wl'l'llESS: So thl• would be the da1ta payment 

going 1Dto the deal, wblcb la roughly ••vea or eight percent 

of my $602.0oO .aaaumed rn land value. ROlt, we make the 

•••waptloa that it wlll take St year• or eleven balf;..year 

puf.oda to develop and eell all of our lndutrlal warebouae 

•it... Atad if that l8 the caae, then JDUr cash flow picture 

at the end of eac:b of theae eleven perloda voulcl ~e as 

•bown oa thla chart. HOit, the caab f lOlt la • laply the re

ault of the other 11.x flpr .. that •• cH.ecuased la the f lr1t 

/I;)_, 
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or second day of the hearing here; this is the cash flow: 

the result after paying interest on the acquia ltion loan, 

interest on the development loan, cw:tailment, if any, on 

the acquisition and development loan. 

BY MR. ALEXANDER: 

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

words? 

A. The net of sales and carrying charges. And 1lnca 

we didn't have any sales in the fl.rat period, it'a all 

negative. 

Q. All right; but that la the net of the carrylog 

charges? At that point be had $79,000 in the project of 

venture capital? 

A. Right, his venture capital atarted out aa that 

and aott it'• been increased by that amount; and by.,·_; the end. 

of the second period his venture capital bad already in

creased to nearly $200,000. 

Q. These figures are not cumulative; they are what 

bappeaa at the end of each alx mootbe? 

A. This is the cash flow for only tb&t one period. 

These are not cuaulative f igurea. 

THE CantT: You mean at tbe end of alx montha be 

would have $131,000 --

I 13 



MR. ALEXANDER: At the end of the year be would 

have $184.ooo. 

THE WIDTESS: At the end of one year• Which 1a 

two perloda • be would have tbia amunt, thu amount and 

tbla aamunt, and all invested ln thu property. And I 

might uae that to mentlon a very important point. And the 

reaaon why ao •ny developers today are going into caab 

flow anal19u. They don't want to· juat kao11 bow much down 

paymnt la required. Aa I mentioned earlier• there la a 

big aubdlvlalon tract la Fairfax County rf&ht now that you 

can buy for nothing da11a. That lan 't the big liability; 

tbe big liability la hn auch are JOU going to have ln that 

property and are you heavy eaouab to carry tbu project 

to cooclualoo. So tbat la the •econd and really Important 

ruaoa, one of tbe two laportant reaaona, for a caab flow 

anal79la on anytblng that take• a aubetantlal 8110uat of 

tf.m in tbe ma~ket, lo the real eatate •rat. 

So here be bu go~ $180,000 or $190,000 at thla 

point lavuted la th18 property. ROif here b18 ••le obvl

ouely exceed h18 coat. Here lo the third period bl• salea 

ezcaed hla lntereat and curta11-nt -- well, that'• lt, 

lntereat and curtailment on hi.a loan. Here the interest 

a.Uo -- I 11UD, here the •ale1 .alao exceed h18 interest and 

II'-/ 
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and curtailment on his loan. 

BY MR. ALEXANDER: 

Q. He bas got an excess of . incom over carrying 

c barges for that particular 11x month'• period? 

A. Right; 10 he begins to take money back out of the 

property. He takes $80,000 there, and he take• $50,000 hem 

ou # of the property• out of the deve lopmat. Rtire in the 

fifth period, which would be the beginning of pha•• 2 de

velopment coats, Mr. Phillip•' engineering report, he baa 

spent more than be received. He baa spent more in land de

velopment in spite of h18 draw that be'• eatltled to 1f the 

expenses exceed the aalea for that period. He bal spent 

more and paid more interest aocl curtailed the accauuitioa 

loan, wboae ouner, the note holder, Fruit Gra11er•, continue• 

to get curtailment principle pa,._ata if there are 1alea la 

that period. So he'• la the hole again. At the end of the 

eleven periods• or S\ years• the end product la a poe ltive 

amount. He has taken $356,475 out of the property, and he 

baa to stay la it for 5\ years to do all thl.8; ha baa to 

atf.ck with it in order to make thla kind of a profit. 

Now• that l8 the gro11 return out of the property• 

and be already bad that amount la it. So if •• subtract 

t'he origiaal equity ca1h from that figure, "• get a simple 

I IS-
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figure which we can correctly call profit. 

THE COURT: Let me look at my notea here. 

All right. 

THE WITNESS : If we can forget that a lde of the 

chart for just a moment and go over to thla column and this 

column, and also go back to. the ·original equity cash involved. 

The other half of the reason. for using a discounted cash 

flow analysis 18 that lt helps you. determine 1f you are 

using lt to fiod •hat so•body did make lo the uay of equity 

return lo tbe market in an actual development, or 1f you are 

trylag to determine what you can pay for the land to give 

an entrepreneur lo thle caae a 30 percent return on equity. 

lave1tmnt. Tbeae dlacount factors are not 30 but 1S per• 

.cent, •lace they repreaent balf•year period•~ 

So lf we take any set of ccmpound interest table 

and wrf.te down the 1S percent discount factor•, f 1r1t for 

a ix months; then for one year. 

THE COURT: That's 15 percent discount factor? 

I just don't get what you man. lS percent of what? 

MR. ALEXANDER: Use a poaltlve figure. 

THE Wrl'NESS z Let 'a put it thia way: if you invested 

$27 ,266 for six months to earn lS percent, when you withdraw 

the deposit at the end of six montha, then whoever you 
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invested it with will give you a check for $31,356. At the 

end of six months you will have earned 15 percent in six 

months on thil amount of money ioveated. 

MR. ALEXANDER: That will be ao annual rate of 30 

percent; slx month rate of l.S. 

THE WITRESS: An anoual rate of 30 percent and six 

month rate of lS percent. If you invested $27 ,266 at 1.5 

percent per half-year, you will get back $31,356 at the end ..... 
~ 

of s f.X months • 

BY MR. ALEXANDBR~ 

Q. There ls a book of table• that glvea you ducouat 

factors of 15 percent for •lx m0ntb8? 

A. Yee. 

Q. And that'• what that .869, and ao forth ie? 

A. Yea. Thls I.a juet ln rever1e;:'lG1tead of dividlq 

th;is inveatment ftaure by that fraction -- by that clecl•l 

figure -- to get back what you would have gotten back ln

cludlng your interest, inatead you take what you want back, 

maltiply lt by the factor and determine lt9 pre•ent value. 

Now, let me say all of tbaae ft.aure• are today'• 

values, for ~he futUl'e receipt of tbaae amoWlta of money. 

Tbla ls the preaent value of the rlght to receive tbia 

amount of money a ix moot he from na11. Thi.I 11 · the pre1ent 
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value of tbe right to receive this amount of money 12 months 

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 year from n01I. 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 both plus and 

minuses, you get a series of figures. And if you add them 

up, they should exactly equal the amount that you put into· 

the property going in; and they do. All of these figures, 

these are di~counted present worth figures, that add up to 

$48,287, which is the amount of equity cash you put into it. 

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 these figures in periodic 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. 



MR. ALEXANDER: Thank you, sir. 

THE COURT: All right, is the $308,188 all profit 

or 

THE WITNESS : That is a 11 prof it. 

THE COURT: And the interest has been pa id out 

of it? And the overhead has been paid and everything? 

THE WITNESS : Yes, because 1f you remember that 

cQIJlputer tape, this la the seventh f ~ure for each of thoae 

periods, the first six figures being the acquisition loan, 

inter eat 

BY MR~ ALEXANDER : 

Q. No; the question was, Mr. Hodges, was the $308, 000 

before or after overhead, adverti1ing and all that? 

A. Thia la after paying lotere1t on everything. Thia 

11 after develop101 costs, sales receipt• from tbe flnlahed 

lo·ts, and interest on his acquta ltion loan and interest on 

h~ developmot loaih-' and after paying back the acttuisitlon 

l~n and the development loan principles. 
I 

THE COURT: That's 30 percent of What? 

THE WITNESS: This isn't 30 percent, Your Honor, 

of, anything, but it 18 a f lgure which ii the equivalent to 

having earned 30 percent on your equity investment in t:his 

prQperty; it's a profit figure to be sure in dollars; but 1~ 
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isn't a percentage of anything. But, it is equal to having 

earned 30 percent on your equity investment before income 

taxes. It •s equal to having earned 30 percent to thil 

amount of money left in the project for 5\ years; 30 percent 

on this amount of money, left in the project five years; 

30 percent on this amount of money left in the project 4~ 

years; and from there on we don't know whether we •re plus 

or mlaus. But thil is a profit figure in dollars. 

BY MR. ALEXANDER: 

Q. Can you go to your savings account example that 

I think you mentioned the other day, Mr. Hodges, where you 

start off with $48,000 1n a savings account paying 30 per ... 

cent? 

A. Yea. 

Q. Theo did you make another de pol it? 

A. Yes. 

· Q. · Then you make another deposit? 

A. Yes; then you mak8 a withdrawal. 

Q. Then you make a withdrawal, and a withdrawal, and 

a deposit, withdrawal and so forth? 

A. Yea. 

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

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

I J..O 
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A. Yes; if we put that in a saving• account that 

paid 30 percent on this amount of money today, and put in 

that amount of money again in •lx mootbl, that amount of 

money a year, withdraw that amount, •1thdrn that •~at, 

deposit it, witbdrn, •ithdraw, depo1lt, wltbdrn, vitbdrav, 

vltbdrn; we would have ln that account $356,000; aocl aub

tracting the original depoalt fr• that ••• a net proflt 

of the original depoalt of $308,000. And thl•, again, 11 

not a percentage of anything. 

Q. It juat ehow• you that you've got 30 percent OD 

the uae of your money for that length of t!MT 

A. It lan't a percentage of anythiag on tbl.8 chart; 

lt 1& a percentage of other tblna•· 

* * * 
~AR~IAL TESTIMONY OF DOLPH TRAVEa 

; -

RT name 1• Dolph R. Trawer. 

Vbere do J'OU rea1d•• Mr. ha·v•rt 

A. I re114e 1n Varrea,on, V1r&1.A1a. 

Q. Vbat 1• 7our occupa,1oat 

A. I'• a real ••'•'• lnveat.aea\ .regloml •aapr 

ln1 'be Baa\ tor Cb.r7aler Real,7 Corpon,lon. 

Q. In 'be couree ot 'bat oceupa,lon. •ba\ ·1-. 7our 

JQbt 

A. H7 Job is to look tor aultabl• land altea tor 

4••1•reb1p eonatruet1on. 

Q. In part1c1pat1on ot botb purcbaae all4 Hl• o~ 

aucb a1t••·· auch propertlesT /Olf 

I 
I 
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A. Yes, both purchase and sale. 

Q.. In genera 1, do you deal in the purchase and 

sale ot large tracts tor dea lersbip purposes? 

A. Almost 100 percent tor dealerah1p aites. 

Q. How long have you been doing that? 

A. Fifteen years. 

Q. Baa tb.!it all been in the Metropolitan area, or 

what area has tbia been in? 

A. NOJ it•a been over the entire United States. 

in tbe beginning, and confined to the East in tbe laat 

- six or seven ,years. 

Q. Are you a'lt&re ot tbe loca'\1on ot tbe property 

•hieb la tbe aubJect or this su1'' 

A. Yea, I am. 

Q. It bas been described, ~ougbly, aa a 350 b7 

4,ooo toot parcel 1n the aoutb central part ot ttM cit7. 

·That la the parcel 7ou a.re f'am111ar 111tbT 

A. Yee, I aa 1'aa111ar 111tb tbat aite. 

Q.. .Do 7ou have an op1n1on, Mr. Traver, aa to 

whether or not the a1te, or an7 part ot it, 11ould have 

been suitable tor an •utoaobile dealerab1p.1n Januar7 ot 

1972? 
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Were you instrumental in the acquisition of 

I-495-Route l site 11bere Polk -- it'a Xount Vernon aow --

ia'i1 

A. Yea. 

Q. In 7our opinion. are the two aitea comparable 

as to location? 

A. Hot at a11. no. air. 
··: .... 

Wbat 1a the baa1s tor tbat atateaentt 

(bought by Chrysler] 
raae •tie;l• v1a11>1e troa tu Belt .. ,.* 1-•95 •. ~)A. 

I 

It~e vlaible. wer7 definitely. trom Route 1. It baa a 
' 

gr~at.amount ot tratt1e flo•· paat the trontage ot tbe 
I 
I 

aite. I don't recall the trat'f'1e eount a·t. tb1a till•. I I 

I 
•ouldn't know •hat it 1• today. but it'a ver7 aeavy. I 

We 1auat be -- tor an automobile cleale•ahip to 

be well located, it must be cloa.e and •1tb1n alte ot a 

gJ'ea t aaount ot tra f tic. 

Q. Jlo•• in tbe purehaae ot aucb a alt•• d.o develop-

ment coata pla7 any part? 

A. In negotiating to• a a1te. the price,. 1n1t1a11,.,,. 

I . . • of a ait.e aa ot.tered 1• ver7 laportant troa 'b• avand-
1 ' ' ' point of •hether ut111t1ea a.re available •. ttbetber the 
I . 

alte •111 take auch development J:n tbe •a7 o.t fill or I . . . . 
I . 

excavation, grading. •• to •bether 1t•a properl7 draJ.nable 

and ao on. 
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this site; storm drainage had to be given consideration, 

as well as the main item of fill in the site. The site 

was partially filled by the former owner at the time we 

purchased 1t. But it was, I might use the word, care-

lessly filled, not with careless fill, but it was not 

compacted; and we had to move a lot of that, and we 

found that out before we bought the site. 

Q. Do you recall the square-foot price of that 
\ 

property? 

A. Yes. f2.32 was the final price. 

Q. 

f1"~71.) 
Q. 

Approximately a 16-acre tract? 

Bxac~ly. 16 acrea. 

• • • [bought by Chrysler] 

Nr. Traver,, if tbe property;l'lad been finished. 

by that I mean it had the on-eite ut111tiea. storm ae•era, 

aan1 tary ae•era. tilling to cure the t loodpla.1n problem,, 

ready access to the site. •ould that have had a sub-

atant1al etfect on the market value ot tbe property? 

A. Do you mean 1t it bad been in a condition to 

~onatruct a building? 

/ 
Q. Yea. 

A. Ready to go? 

Q. Yes. air. 

A. We would have paid aa much aa double that 

price. yea. 



PARTIAL TESTIMONY OF WALTER C. ROBBINS, JR. 

What particula~ kinda of building or property 

sales do you deal in? 

A. we•re builder& or coamercial real ea,ate. 

Q.. And ho• .tong have you been engaged la ~--• 

activities? 

familiar •lih a certain aite 01uled b,. J>ru1• Gro•ua 

hpreas. &pp.l'ox1matel7 30 aorea. roughl7 Al.ooo feet 81' 

350 feet, located in the aoutb central par' of , ... c1$7 

ott Duke Street? 

A. Ia general. 7••• air. 

as a purcbaaei-. aeller or taroker ln tbe Hort,841•.n. V1r&1•1• 

area? 

A. Yea, a1r. 

Q. In ~bat capac1tiea? 

A. Hain.Ly developing 1nduatr1al properttea tor 

lease. We own personally about 750.000 t••' of .. r.aaouae 

space, wbicb •e all maintain and operate, aad one .. Jor 

1nduatr1a l park in Palrta.x County, about 120 acres. •alcb 

we are developing preaentl7. 

/dS 
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Q. Are 70u tam111ar with the charac~er1at1ca ot 

•arehoustng sites? 

A. Yea. 

warehousing e1te? What teaturea! 

Location 1• first. Because aa an owne~ over a long perio 

ot tiae,, it'• ver7 1aporeant to ba•e tree adY•1'~1aing 

in the fora ot loeat1on1 and •• pa7 a premlwa tor loca

tion•. 

Q.. What other teatur•• are iaporkn•?. 

A. Vl111t1es. obviou•lTJ topograpta7~ ao11 eoncti-

t1on•J ace•••• cl•pen41ng •nt1rel7 upon .,._ •• do •••rftll1n 

troa a wholeaale-tn• ••ehouae to bulk atorap. •Mcb 1• 

the kind ot tb1ng •bat tbat •1'• -- manu.tact.arlng •A4 

bulk atorage 1• •bat that site •oul4 be good tor. 

Q.. Do 7ou b.aYe an opinion. Mr. llobbina. aa ot 

January 1972. eona1der1ng tile subject property 1• eat1rel7 

vacant. notb1ng on it,, do 7ou have aa opinion aa to --

and it 1• soaed 1~uatrtall7. 

A. I-1 or I-2! 

.-.· I-1 er I-2; I don•~ think 1~ •k.U •87 d1ttenn 

. bere. Do 7011 ba we aa op1.n1oa •• to •Ila t ••14 be tu 



moat. prot1tabl• industrial uae to •hich tbat. vacant. land 

could have been put in January 1972. conaider1ng its 

rel~t1oneh1p t.o Telegraph Road. the Beltwa7. Bilk• Street. 

t.he al.a line of Rl'llP Railraodt 

A- Again. it I were t.o look a' it aa a pureaaaer. 

I would consider it for industrial use. I peraonallJ' 

would do one ot two tbinga: eit.ber an 1ndaat.r1&1 park to 

aell oft units. vb1cb may not be feae111le -- I'd liaY• ~• 

do an ecoaoaic at.udy on it., beeauae ~ou., d ba•• to btd.ld 

roada into the t.ract. ttaelt .. wbicb ceuld artee' 70\l OD 

your 350-too\ widt.h -- but preterabl1' .. 1t 1' .. uld 11,•-r&. 

would be ·three ma.Jor buildinga • 

·:· 

. You can figure tbat. 70u can co-.er a.pprozS..*•1¥ 

J&o peree11t.. regardless ot what tbe Code aap. '<> pereed 

of the alte and sti.11 provide t.ruck-•Oving lanea, parklac, 

et cetera. 

so, 1f' you• ve got. 30 acr••• IJO percen• ot , .. ,. 

what''• that? Twelve acres worth ot building. 'J.'bat•a 

about the aaxlaum you could eeonoalcall1' operate •tier• 

tor a long pel"iod ot time and have it be auccuatul. 

Q. Wbat k1nda or buildings? 

A. warehouse buildings, sir. and ·Ot blg.b cubage. 

Bulk a\orage or unutacturing 1e •bat I would -- becaue 
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ot the rail and its proximity. It does not front Duke 

Street nor any of tbe other roads. ao you don't have 

the vis1b111t.y-type location. 

Q. Noll •. you mentioned that baaed upon tbe eeonoa1c 

stud7,, you wou.ld consider vhatt Industrial park uae·? 

A. Induatr1a l park use or 'be latter; 197 personal 

would be the latter. becauae I'd think 7ou'd baye aoae 

development problems as a park. 

Q. Vbat do you understand by•tndustr1al park u•e• 

as that term is uaed 1.n tbe Metropolitan areat 

A.. A 11 right. Industria 1 park to me 1• a parcel 

of property 111bich you develop as you 111ould a rea1dent1al 

aubd1v1s1on where you put in all ut111t1ea. roada,, et 

cetera• and sell ott parcels,, •hether tbey be a t•• 
thousand square feet. an acre. t110 acres,, to individuals 

or where 4, you build them youra~lt or lihere you've 

actually bu1lt an industrial community. 

Q. What type of economic study does 'that require' 

A. All right. In the case ot this particular 

piece ot ground. I •ould lend a lot of credence to 

drainage and ut111t1ea1 because the railroad lies t.o 

J'Our south along tbe entire border and INke Street la at 

a higher level. I don't kno• at tb18 po1n$. but 7oa'd 



bave to atudy drainage and see how much water, storm 

water., 18 coming acroaa that site. It you bad to put 

ans parit1eular type or storm drains 

Q. Let rae interrupt 7ou a m1nu,e, Mr. Bobbina. 

Are 70u talking about tbe ldeal or how you youreelt 

aetuall7 go allout looking at a p1eee ot proper'tJ1 

A. I donit think. it w.ould make an7 ditte•eace. 

Ir be'a a sop.hiatieated developer. be la going to etaeck 

into all problems. It 7ou want to get to yalae. I' 11 

tell rou tlO• I ttould reacb value. 

Q.. Ttaa t • • vba t I wa a\ to know. 

A. Oka7. I ean give 7ou •hat I would reel ti 

•ould be 11uta read7 to go tor • to build on. 

·Q.. 1'• not going. to aak you &DJ' value qus\lona •. 

I•a •1n11 1ntereetecl on how J'OU .•ould look at tilt• 

p1*4:e ot property and ho• you would go abod --

A. we 11. an econo•1c atudy •ould tell .rou wllat 

oltlmate value. cou.ld b.e. Land ta not neeeaaar117 •olll -

\hat land 1• not neceaaar117 ttonll •8at a parcel ••14 

en the other a1d• ot 1\ •• •ortb. 

Q. lfllJ' 18 tbatt 

A. Be~aue you have to take into cona1dera~1on 

tile aaou" of clollara involved to bring it up to aero. · 

i 
I 
! 

. ' 

I 

I 

I· 
I 
I 
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Q. What do you mean by tbatf 

A. •leaning what storm drainage may have to be 

' involved, •bat it •111 cont you 'o bring in ut111t1ea. 

•bat it •111 cost you tor aeceaa. it .be doesn't have 

proper aceeaa. In other 11ords. to prepare tbe a1te so 

1t is a site ready \o ·build. 

Q.. What do you mean by ·bringing it up to zero? 

I didn't understand that. 

A. We11_ to a market value .. ok.aJ'f 

Q. I' o a ma r ket va l "1e? 

A. Yes. air. I'd still like to make the point or 
storm drainage. and you can ref'er t.o Mr .. Cook_ because 

be •ould be a p.roteaeional in this particular tield --

Q. You don't mean bring it up to a break-even 

point. do you? 

A. N;o• air •. I don't even like that word. 

Q. What do you mean by bring 1t up to -zerot 

Thai'• what X don't understand. 

A,,.. All right. Z don• t think you can take and put 

a value on that piece ot ground until you decicle what 

your development coa~a are to have.ts ready to build. 

You i.ve to back into value ot pound. ·You ea.n't eay a 

ground 1a worth $1.50 ... f2 or $2.50. Yoa don'' kno11. uatll 
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,-ou decide exactly how many dollars woitl or development. 

coat.a are involved. If you have to take a at.ora a .. er 

under t.llose railroad track.a. I can tell you tbat"'a 

horrendoua. Mwaber one. I"'a not sure J'OU co.ald even get 

a bond tor 1 t. even it' you •ere a Roe keteller. And 1.t 

drainage goea that direction. you kno• wba t prob le .. 

you•ve bad •1tb RPllP Railroad no• 

Q. Bow do 7ou determine your developaen' co•*• 

tor a pleeQ ot ra• ground? 

A. Well. on t.heaa .. procedure I Ju•\ *• lltM at>out. 

Ve do a a\u47 ot tbe urket area ot wba' land •111 ••11 

tor. or haa been sold M ln recent. aontba •. and in tbe 

t.7pe ot ground. a1m.llar t.ypea ot ground. 

Q. I'• asking you nowt how do 7ou determine ,.our 

A. OhJ by going to a prote8s1onal engineer and 

doing reall7 a comprehensive plan tor tbe site. 

Q. You don't mean a finished plan. do you? 

A. All but. 

Q. All but. And what doea he tell you or •ha~ •ii• 
you asking lt1m! 

~ He'll tell ua. once I!ve told him -- like I 

\3\ 
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••• about to aa7,, I vould pro"8bl7 deYelop tba\ l~ 

three buildings ot at leaat 100,,000 teet each,,1n \bree 

stages over a period of tuee to ti ve ,reara. 

'C· Over •bat period! 

A. Tbree to tlve ,re.a.rs. 

Q,. 'l'bree aqgeist 

A. !'hitee atagea. 

Q. Go ahead. 

A. It takea over a 7 .. r to bui 14 a bu1 ld1ag ot 

tbat atse tocla7, and ~u've pt to lease 1t alao. You've 

pt a •'••t-up time to a tlniab t1••. so it·• a cloaer to 

1'1ve yeara b,r tbe tiae 7ou're really tlnlab·ed. 

lfow,, tbe engineer •111 t•ll .rou. once 70a• Ye 

given bl• tbe d1aena1ona,, et eetel'8 -- be •111 grade out 

tbe property; he'll gtve you quantltlea 01' earth that 

will have \o be moved. Be •111 give 7ou etorm se•er 

s1zes and quant1t1u. Be •111 gl.,e you utility a1sea 

and quantities,, pav1n6 .. everftbiag. right clo11A the 11ae. 

And all tbeae coata need to be bid out. It 

rou' re .developing l't ill atagea. I peraonalll' would go 

ahead and do all of tbe development work at one 'ti••· 

W1tb 1ntlat1on today. 1''• l•aa upeaalwe to 4o all the 
'· . 
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do 1-t in atagea. How,, whatever these development coats. 

are ab.ould be. aubtracted troa vllatever TC>u teel 'he val~• 

and \bat la tbe net value ot that land loda7 tor tbat ue. 

Q. Apin I aak ,ou. 1a that tbe •J' tile •rut 

operatea, or 1• tbat Juat a \beoretleal 14eat 

that 1• the wa7 it operates. 

Q. Would anyone but a eopb1at1.cate4 in••••r ·er 

entrepreneur go into aueb a 30-aen t11aett 

A. I doubt. An7bod7 tbat baa \bat ld.e4 ot .... ,. 

1• going to ba ve to be•• ao .. bocl7 e·beclt 1• to' lala. I~ 

could I»•. 21lere • • a reaote chance. 30 ae... 1• •* toe 

laP_ge tor a a1agle-purpoae builder. I -•· 'MN'• a 

reaote poea1b11t7 tbat ·70U eoul4 pick up a clt.h' fer 

a alngla building tor tbat s1se alte. 

Q.. Bat• noa,. J'OU mentioned a011etblag aboal 1.t "u 

put J'01&1' •&J'ebouae build1nga iD beJ'e• J'OQ WO\lld Aff4 a 

road. Vllat did ,-ou aean bJ' tbatT 

A. All l'igllt. An,.tta• tbat J'OU'•• g9' MHtae,a.-

ing or rall. 1• uaed. J'OU' re obviouai., trt1ek1.ng out large 

1•.... ao 7ou'ye goi 55-60-toot ~ractor tnilera. ao 

TOU aye h baye acceaa 1na1cle tbe a1te. a roacl. 
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['f/l.(~!) Now,, 11' .,-·· •ere breaking thls up into, a p&.rk., 

you'd actually have to build a road that .as dedicated 

to the City of Alexandria, or the st.ate., whichever the 

case may be, or both,, or you'd have to 4o 1t on a con-

dom1n1um ... type basis,, 11there you ba ve perpetual maintenance 

from tbe different owners or the different parcels.; the 

latter being the st1ck1eet ot the two, assuming the C1t1' 

•ould even agree to 1t. 

* * * 
Mr. Robbin.a,, before 7ou. determined the fair 

price,, 11bicb I tbink 7ou aaid ranged from 65 cents to 

75 cents a square foot on tbat industrial park area,, 

before you determined a fair price on it,, did 7ou go 

through tb1a economic study that 7ou've described? 

A. Yes,, sir. 

Q. And,, in your op1n1on as one having dealings 

•1th tbia t7pe or property,, does what you paid ror that 

particular propert7 have any relation to an.r other long 

narrow tract in the Northern Virginia area without going 

through that economic study? Do you sa7 that because 

rou paid 65 ~o 75 eents tor 7oura that another pieee · 

ot s1m1lar aize and shape would be vol"tb the aame thing? 

A. Ho; it would have no relat1onsb.1p. 

Q. Why do ,you aa,y tbatt 

A. Well. they're two different areaa. 111rat of 

all., 1ou have to evaluate the land value in that area,, 

the specific area., okay? And tben 7ou'd ba•• to take 

into account \be econoaie study I talked about. 
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Q. A.re you \aying the eeo:nomic atud7 aa to the 

parJicular site 1s essentl.Alt 

~ Tbat' s right. 

* * * 

PARTIAL TESTIMONY OF KENNETH MARKS 

c~~oa) . . .. 
My ~lace of btaainesa is the CarSy-Wlntton ~. 4350 ·~ . 

We+ ll1glafay l.n Betheada, Maeyland. . 

Q What type of company is carey-Wiuton? 

A carey-Winston Company is mortpge bankers a.n<l reatton. 

13~. 
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c~l>"1 Q What is your position with Carey-Winston? 

A I am Vice•President ln charge of the industrial 

sales and leasing department of the Carey-Winston CGmpany. 

Q Can you describe the extent .of your activity in that 

particular market, Mr. Marks1-

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 l.n the leasing aspect of industrial sales or 

warehouse space. 

Q You market warehouse space. is that a fair statement! 

A Yes. 

Q Do you also deal in the buyillg and selling of ware-

house acres.gel 

A Yes, sir. 

.. 
A Yea. 



C-rtt3t()J 
Q Do you have experience in the Northern Virgiuia 

area? 

A Yes, siro 

Q Tue Beltway-oriented? 

A Yes. 

Q Now, I ask you to assume a tract of Umd, Mr. *•·• 
roughly 4,000 by 350 feet in dimensions, Beltway-oriented 

in some respects, zoned industrial, and ask you if you .., . 

the process by which a purchaser of such a tract of 1aad ..W 

go about -- or selling, for that matter -- would go about 

determining its m&J:ket value as of any given time! 

A Certainlye May I ~k one question with respeet;; le 

that? 

Q · Yes, sir. 

A Would this particular purchaser be a speculative 

... .... 

purchaser in terms of developers when he develops spee\lJ.atiw 

warehousing or would he be a user? 'lbere would be a d.Ufe,ftJICe. 

Q I am asking you, really, in tems of a ready, willblg 

and able buyer under no compulsion to buy but simply de•iri.ag. 

the property, and you might describe 1 ts hlgbeat and best use 

for light industrial, industrial warehousillg-type sa~ioa 

use. Do yw need anything else? 

A No. I would, of course, be looking to ay pneral 
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knowledge of market comparables to come up with an established 

value for similar type, where similar type of property ia. 

Of course, 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 come up with a value for a particular 

piece of property. 

Q Let me ask you this: What amenities are associated 

with a finished industrial site in the metropolitan·area7 

A Finished streets, directly adjacent to or in front 

of a particular piece of property, utilities to the property 

line 0r inmediately adjacent to or in the street 1n front of 

the particular piece of property, and ma.inly in today's market, 

the availability of sewer. the availability to tap into these 

µtilities which are adjacent to the property. 

Q Would there be sewer lines to the subdivided property? 

A Yes. In a normal, where industrial park development 

ia involved there usu.ally is, yes, which· distinguishes that 

from a raw piece of &rOU!ld. One other thing I didn't m.onticm. 

In many industrial parlts, lots are fully graded before they are 

· sold .so that one says they are selling a f inlshed pieee of · 
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ground; it i.s graded with streets 1a and utilities available 

to the property line .. 

Q Nowt I am asking you to assume the piece of propltrty 

is somewhat less than the finished site that you haw.jut 

described and you were going through the process by which·:,,.,_ 

would come up with a probable val:ue of that piec.e of~· 

How would pu do that? 

A Well 9 in pure.basing a. piece of property today, thea 

is what we call, there are standard clause• in· sale$ e~ta 

which pnride for X amount of days for the purchaser to·llllke 

studies of the property to determine whether that property ca 

be developed with the msxhmm allowable square footage (>dllttted 

'under the pertieular zonlng. 

so, during this time period. most dewlopen, Ol' 

myself 1f I was per•onally buying the property• would Of ~ 

call an engineer. I would have teat bor1Dgs taken of t:1'e pz:operty 

to cletezmine the soil content. I would have an eagJaee~ ~ 

out a bu.1lding which would give me tbe mad.mum allwal>le ...-. 

,footage and one which9 fram my market data, prWidtag Ida tdtb 

market data, would design a building that would be ~le 

.la today' a warehouse space seekers. 

Q All right. 

How• .,_ would go to the engineer to get hla mlya1e 
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of development costs? 

A !hat's correct. 

Q And you would have sane projected layout of the site 

with buildings? 

A Yes, sir,. 

Q You would take this information and do what with it? 

A I would have this information costed by a construction 

company to engineer this particular piece of property to a 

finished statee 1'hen I would reflect upon what my development 

costs -- I eall these developmGnt costs ...... what my development 

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 

analysis to determine whether, if I built th1$ particular ware• 

house buildllig on this piece of property with the sales price• 

with the market, with the development costs, if it is an 

econcxnicaliy feasible and viable project in today's warehouse 

market, at what people are paying for rent in today's market. 

Q Bow would your economic analysis apply to what you 

would pay for the property2 

A I would f irat •• well, from where I sit, at ay job, 

being a leasing specialist as well as in a aale.s aspect of 

indt.latrial property, we kind. of work backwarc1.s. We wGtll.d 

. determine what the market renta for. warehouse 1a to detei:miae 
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what a gross rental inccme would be fft this particular piece 

of propeny. 

Fram that point, .. would detand.m vbat .. .,.,... ...... 

expenses would bet out-of-pocket expew wculd be, ... • ,,.14 

came up with an amount of net dollars that we would nalise 

fr. this particular project. 

Fr. that, I waulcl be able h deteaSM - • ._. 

ae, tha dnelopmant aspect of W.. e,..• ia. wben I._ 

what my costs are goin& to be - I • going to ban te ...._ 

f lnanelng for this particular projeet. 

VltbOl.lt the buildbag, I am aoiJI& .to. with U. ~ 

· of what my f!nmc11'g, or hOlr may dollan I will ..... ..-. 

this project. giws me a tool with vh1ch I can datemt.M....., 

part of ay expen•• will be ad wllethaT the :ceaU I • ae'• · 
to charp to the.e particular tenant.a w111 be ......, ft1* • 

whether· the project will be ec.-lcally succe•lal· 

Q ls tbat the process, h• the mazbt pdee u _.,.. ... 
at an t..,atrlal attea ill the •tropolitaa area! 

A Bot 1n all cuea, 80$ 

Q What cto pu meant 

A 1he ·-18 toola ta my eplld.-. fr. ., wftkbls _. 

perlenca, with wld.ch. prl.cu m ••tabli.aae4 for trtaaatdal 

~ la Uae Wu1dngton Metropolitaa ana are . CJu:ouah, ...,_ 

II.ff 
/ 
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one, market comparables. 

Q Are you talking now about finished sites or uafiniahed 

sites? 

A I am talking about finished sites. 

Q I am ask.ing you to sp~ak in terms of le$s tbBn 

finished sites. 

A There ia no set system for de~ a pric.e of 

raw ground. I will say unfinished grounds, I will c;a.11 that 

r• gl'OUDd tor the sake of _.- discuasioa, 

parcel is studied oa an individual ha.al$. 

Q 1ba~ la my poiat. 1hea you would a• tlu'GU&h this 

ecGllCmic wlyaia as to a piece of rw around! 

A 

Q Har, my question ia i Is tba~ the way the lllUket 

actually daea it for J."aw p-ound? 

A Yea •. 

Q Bui table for potential lncluat'ltial site t 

A . Y ... 

Q .And for hw lq baa. the madcet.tng done that 1n this 

particular uea, ia your e.xperiacet 

A Since I have ·bMn VOl'klag 1a ~ badWttrial fttal, 

eatate field. 

Q . ... long 11 tbatt 

. I 
' 
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A -Five years. 

Q In your· economic analysis, Mr. Marks,' is th.ere a . . ; . . . 

~ouu..only acc-epted .figure for the expectatiOD of equity ·yield ·.: .. ,,. 

in this '~·of calcula.tion or analysis? ... ·,. ': : . . .· ·' : ~:... 

A Yes .. 
. ... 

Q What 1s that?. ·: .. _:.·:: o:__. . .,:.~ .. :., 

• Ifit is & apeculatl.; wareh-• mOst ~~.~~/ '_; 

or lilOSt peop1e. go1ug int~ this tne ot· ft.Dbml•. w-.i.SC-.1*: •<:·:-,._,-.~_-.:_. 
. ' . . . . : ,. ; ;: - .... :·· ..... ~ ~ . . . ·. · .. 

· taasi · · . ·. 

A · lfctt· that ls before ta.es. 

Q ·Profit .. before tax? 

A · ·. Pmit before .tax. 

Q- . ~:·'Lt -include overhead? 

.A .. Yea. 

. ·.·. . -.. ·.:. ·' ... : . 

·.<-':'. •' ·.: · .. : ::.: . ~ ,: : 
... ··.;-.· ..... ··: . 

, • . ~ ' ·:· • : ... ·'°' : • •. • . 

.. -.. •':",.: ·' ;::·. . 
. . .. '. . .-:'·. ' ',. :.:.·- ,.· .· 

.' . : ... -~. ·~-~ ' ... · 

~...... "·· .• I '• •' ;. • ,• 

:~ · .. , ..... . .. : . 

.·.· . 
. . . '. . . ~ : ·. . . . 

. . '. .. :i .. : :~:~~·;j~::-:-:;::1~'.-
.. · · .. , .··. ·.· .. 

El=use ~ •· Would you redirect· -that queat1~ ·:4*t :· .. 
. .. . .. . . . ·. ·. 

c.1U1fyl lftle1l pa. •Y• doe,· that _1-1..ie ..mead·:•'•<.·.· 
· .. , .·· . . . 

.·._ ... -:;- ... 

, 0ip!,;;J It·.· Wello l ~- thll:t •• ..- ~.t.1atftthb~!~f4,,;;# . 
· . not.;. go ~o· -~~ uiil&•• it projected 'IP ·co fa -~i:tatil ~··of:_ . -_ · · · · 

. . . . . . . . .. . . . . . 

. -.:-·. 

•. -· 
. . ~ :.;..~ 

'. ·· .. 
··. : . ,-__ ·_:_ 

... -. 
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A 'l"bat's correct. 

Q 1 am asking you 11 based upon the person'• money, 

equity tied up in the pToperty, what is the penantage or 

ratio or however it is expressed that is cGUmonly used ln this 

area such as :Beltway? 

A It would be return an cash investment. 

Q Yea, air. 

A Wben I aay 12 pefte1lt, I • talld.Dg about 12 penat 

ntu:m • caah lmestment. that would not lDc.lude, that WGldA 

be before tuaa; that would Dot imlude any onrhaad becau• 

usually in thia type of investaat year overbaad la.taken om 

of by yaar l.euing and management fees vhlch .-. part ot. JWI' 

4 Wauld it lnclude adwnlelagf · 

A It would inelude advertulna• 

Q 'lhe 12 percent! 

A . Bo, lt would not. 

c.J..a,1.t::bat .._l'U81Dg. · 1"at 1• part of the aenloe for 1--· 
Q Tm· 1iade the •tateMllt tlaat tba markat won. .,_..._.. 

By tbat do ,,_ ... tbat you loalt at a piece of prGpU"tJ, JOt& 

clo your dnelopmat wlyala and ·then.,_ come up widl a 

. probable •lltaa pria7 

1tl4 
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A We find a piece of property~ We do a market analysis 

first to find out what comparable pieces of property have sold 

for .. 

Q That is related to finished sites? 

A 'nlat is related to finished sites. 

Q I am talking about unfinished sites now? 

A I would take the price, my contract price for the 

property; I would have it studied by an engineer to came up 

with a finished cost. I would add that finisbad coat to my 

contract price, come up with a net square foot.age f.igme, par

square-foot figure for that particular parcel of ~aund. hem 

that point I would go into my economic analysis of any apecala• 

tive warehouse function that might go on, on this partictllu 

piece of property, after purchase • 

.. .. ... 
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A I am working on a consultation basis with the 

developer. 

Q For a speculator? 

A For a speculator. 

Q How about the user? 

A With the user, also. 

Q Would you also do economic analysis for the user? 

.A Yes. 

Q Of the cash flow? 

A We don't look at it in the same respect. We don't 

look at a particular building to suit a user or ~ e«mat.rlatlon 

of a warehouse building for a user in the same light. We don't 

look at in terms of net cash flaw to the developer, to the 

user, because he·is going to be using it for a particular 

business and that is not his concern. His concern 1• a break• 

even point. In other words, what would it cost him to rent 

warebouae space in the market aa opposed to buying and putttag 

up your awn warehouse buildilq for his own use. 

14fo 



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 userat 

A No, none that I knw of. You are either a ware1aeue 

developer, •peculator, or you are a user. . I d•' t tra. .-t 
elae c.ould possibly be. 

· Q Your total market would canaiat of both, u tbat 

correct? 

A lbat' s correct. 

Q · When you were talking &bout thia ec--1.c ...i,.ta 

that a speculator would use, were you talkin& ab•t prep&rlaa 

it frGID the standpoint of the purchaser to establish m. -.ll 
lbe could pay? . 

A 'l'bat's correct. 

Q Vould that mceesarily be the .... price ~ t:lae 

seller.would be willing to let it go fort 

A Bot necessarily so. 

· Q What waal.d happen if what tba baJer after hi• •-le 
,-1.yais cam out with was lesa than what tile aeller ... willlag 

to aceept7 

· (f~r Ve eitM.- negotiate or go into another piece. of 

prope%lt· 

• • • 
11..f 'l 



A I personally wouldn'-;: use those smaller lots in con-

nection with the larger tract unless it was a necessity in 

terms of any particular user that I may have or be developing 

warehouse property on that particular site f oro I think they 

have some commercial value to them because of the road frontage. 

I would probably study the situation to see what the zoning 

~~~:flow me to use those particular teeth lots far, 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. 

* * * 

BY MR. ALEXANDER: 

Q · . Would you find any comparable sales for any two 

pieces, for any piece of raw ground in the area? 

A Beg your pardon. 

Q would you find a comparable sale for any piece of 



raw industrial ground in the art;a7 

A Yes. I would ~ndeavor to finds you know, as close 

if I can find a figure th.at was a like situation or a like 

lott I would gc to th~ closest that I could find, the most 

similar piece that. I could f indo 

Q Now, finished sites or finished lots in a subdivision, 

you could find plenty of those 9 couldn't you, comparables? 

A Yes, sir., 

NO\vi you were asked if in your opinion, Hre Marks, 

where you have a 30-acre tract with configuration or a width-

to- length ratio of about. ten to one, wol.ild that be typically 

purchased by a user or by a developer? 

A By a developer, by a developer in the proportions 

that we are talking about in this particular instance, yes, 

by a developere 

Q The highest market price would be from a developer, 

the highest purchase price would be from such a developer. 

The amount that could be offered for the purchase of 

the land would be f:r·om a developer or from a user? 

A It would be, I believe it would be ..... well, that is 

hard to say .. 

Q I a.111 talking about a 30-acre tract, 4,000 feet, 350 

feet wideo 



. •. ,..... ·, ... 

A I think y~= highest price would come from a developer 

unless that either had nowhere else to go and there are other 

factors that would be involved here as far as the user is 

concerned. 

Q Are users of that size and ability extremely rare? 

A Extremely .. 

Q Now -· 

A I wish there we re more" 

Q I ask you to project some 617,000 square feet of 

warehousing on the site. Do you have any opinion as to the 

absorption rate or t.."1.e sell ... out. or lease-out time of such an 

amount of warehousing space in the metropolitan area? 

A I think that 617,000 square feet•• 

Q Or range of time? 

A A range of time would be three to six years. ·r 

would say on the higher end, I would say closer to five or 

six years. 

lSb 



PARTIAL TESTIMONY OF ARTHUR CRAWFORD MOSELEY, JR. 

Q Where do you reside, Mr .. Moseley? 

A I reside at 9103 Gwier Avemie in Silver Spring 

pring, Maryland. 

Q What is your occupation? 

A I am a developer of industrial and warehouse properties. 

Q Are you associated with any company? 

A Yes .. 

Q What is that? 

A That is Van-Es Associatese 

Q 1.Wo words? 

A 'lWo words, capital V-a-n··hypben capital E-s .. 

Q What is the busin~ss of Van-Es Associates? 

A We are developers of industrial properties and 

warehouses. 

Q Is that a partnership? 

A No, it is a corporatione 

Q What is your position in the corporation? . 

A Vice-Presidento 

Q How long have you been in that particular f ield1 

. A Four years r 

I Q 
type of industrial developer? 

What is your experience or what do you do as this 

A Well, we typically purchase parcels of land, construct 

l51 
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speculative industrial warehouse facilitiest lease the 

facili.ties and manage the ongoing project., 

Q In what geographical area? 

A We have Northern Virginia, the District of Columbia, 

l'1ary land and Baltimore .• 

Q Can you give the Court in round figures the number 

of square feet of warehousing space· you dealt with? 

A Yeso Let me add it up a momente 

Q Do you have an approximate figure? 

A We have in the last three years ~eveloped approximately 

300 square feet of space --

Q Did you say 300? 

A Three hundred thousand; and we have plans for another 

200,000 which has not been constructed yet; 

Q Now, do you as part of your job acquire or look at 

or attempt to value potential warehouse sites 'I 

A Yes, sir~ 

Q D9 you draw a distinction between a finished warehouse 

site and raw ground, potentially usable as industrial site? 

Q And what amenities does a finished site usually have, 

Mr~ ~ioseley1 

A Well, to me, when someone says it is a finished site, 

/SJ-



\ it means that the water~ public water, public sewerage, powe~ 

of some form, either electrical or gas or both, access. immed1..£lte 

access~ 

Q Fronting on a public street? 

A Normally, yes~ 

·.~ And no major site work in the sense that th.ere 1$ 

not underground rocks.. There is even the topography• .1.U ,my 

view, related to a finished site. If a site is rugged, it 1• 

hilly, I don't think that is finished. 

Q It would have grading or at least rough grading.? 

A Yes. 

Q For finished site? 

A 'lhatis right,, 

Q Now ·-

A I might .also add» to me a finished site als:o has 

some . feasible way of removing th.e stonn water. 

Q Good drainage to th.e site? 

A . That's right. 

Q Now, is there a difference in which the market or 

you as a representative of th.a 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. 

/53. 
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Q How would you go about it, determining a market 

value for a site then, a potential warehouse site, or in• 

dustrial site? 

A I would analyze what I felt to be· the market rents 

for a certain location, for a c~rt.ain type of U$er, and I 

would determine whether that rent would support whatever is 

being asked for the land~ That is a fairly complicated 

calculation~ But you basically work backwards. 

Q This would oo a user going to construct an income ... 

producing building on the property? 

A Yes. 

Q How about the developer, the so-called speculator 

that is going to build for resale? How would he go. abwt it? 

, A I am sorry. I didn't understand the difference. In 

-fact, I thought within the last testimony it was not quite 

clear, the differenceQ A speculative developer, which i-s 

what my firm is, builds a shell building, floor, walls .and a 

roof. Ulen and only then he begins to lease that spa~.e because 

~~e bulk of the industrial market is for users who want irmaedlate 

occupancy~ just like apartments.. There are very. few who can 

plan a. year ahead or a year and a half ahead. They want it 

next ~nth or they need :+.t in 60 days. You build a shell and 

you lease space and finish the interior to sui.t the tenant. 



t'nere is another type of market and that is what is 

own as a speculative developer who does that. 

Then there is a user, usually he is large, who can 

plan and budget a year and;a half in advance, saying, I am 

~oing to need 100,000 square feet in 1975., I can purchase a 

b1ece of land and build a building which suits his specific 

heeds so that it is ready for him to move into a year and a 
I 

hal lf :rem ::cally, which one ~f these categories pays tbe 

. op dollar for the land, if you can say typiully? 

A I done t know whether you can. 

Well, let's say it is the same piece of land. YCN 

are asking me whether a speculative developer would pay more 

~or that land than a large user would pay for that land. 

Q That is my question, if you c.an tell me. 

A I don't believe that there is much. of a diaUactlon 

there because the seller probably has a price, first Of all, 

loo if that piece of property suits the user and the user is 

11111.ng to pay that price, fine. If that piece of property 

is developable from a speculative standpoint and the speculator 
I 
is willing to pay that price, fine.. fut I can't imagine that 

~ere would be much difference between what the seller would 

lccept and I guess the real distinction is~ if there are at 

IS~ 
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least in this area more speculative developers than there are 

users., 

Q All rights How do you go about arriving at this 

meeting of the minds between the seller and the purchaser? 

You started to go through the process of hOW' the price wwld 

be 'determined., 

A Usually the price is statede If that,price makes 

sense from your analysis, that is what you pay., 

Q What if it doesn't make sense? 

A Then you don't purchase the land because usually 

- the sellers ·- well, it varies, but my experience has been the 

. kinds of land I have looked at the sales pric.e has been fixed. 

'ftle seller doesn't sell it to you; he will sell it to the next 

man who canes along where it makes more sense$ 

Q Are you saying that the sale price then is really 

controlled by the purchaser's economic analysis of what he ean 

get out of it? 

A ~ price the piirchaser is willing to pay is determtne 

by that but the sale price may be different f ram what the 

purchaser is willing to pay~ . 

Q Stated'.anothez,-way, it .doesn't sell unless it makes 

.. economic sense to the purchaser? 

A Yes, that is the reason that we have been able to 

Js-b 
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~urehase land ourselves, is because the seller understands 

ib.at it takes to develope They understand those c.ostse 'Ibey 

kderstand us. . We are their customer just like we undell'":tlmd 
I . . . . . . . . . 
the tenant~ We build what we know the tenant is goiag ··~ '•ech 

r•ua.lly, a seller of land creates a piece of land~~· 
we need. 

Q Ara you saying it is an economic aaalysb . tmtt ··bi····· · . 

end controls whether or Q.ot the sale will be made? 

A Well, I am sayillg that that is the way it shOtll.d be, 

Q l don't know or I don't want to knciM how it shou:ld 

I want to know how it iso 

A 1 think in some cases the seller of land often.baa 

inflated view of what his land is worth. there ·can be _., 

ber of reasons for that, It can be his old gradfatUr'a 

.· farm, but aa economic analysis is not always used to detel:'lld.ne 

a sale price for land. 

Q lf it used to determine an upper land, for what tu 

purchaser can pay? 

A The purchaser is --

A By the sellero There are as many consideratioaa 

which go into a sales. price as there are people who sell lando 

Q Certainlyo 

/5'1 
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A All I can say is that the people that we have bought 

land from have been people who have made econo..qiic analysis 

because their economic analysis ~e sense and it was C.08$.istent 

with ours.. The people who don9 t and who have some idea, some 

inflated idea, about what their. land 1s worth usually sit. on 

the land for a long while .until inflation catches up with 

their inflationv 

NR® ALEXANDER: Thank you, Mre Moseley .. 

CROSS EXAMINATION 

BY MRS. SASSO: 

Q Mr. Moseley, I gather from what you have said that 

your experience in this industrial warehouse development field 

indk..ates that there is a demand for this kind of development 

in the area, is that r~ght? 

A Yes, ma• am. 

Q Is there a COnSiderable demand? 

A I don't know what you mean by considerable., 

Q You say you moved 300,000 square feet of warehouse 

.space? 

A Well, I can tell you that in the last tuo years there 

has been nearly two million square feet of speculative ware ... 

house space leasede 

z.m., ALEXANDER: What was the' date? 



Did your c001pany at that tima build shell warehouses, 

did you say? 

A 

A 

Is that what most speculators do? 

Unfortunately9 it is a little complicated but baeicali1 

you. take all future cash f lws., 

Q Is this from leasing now7 

A If an investor invests in a project, he is normally 

a passive investor., He puts his money in. 'l'hen the projeGt 

produces flows of cash and flows of taxes and tax savi~. 

Q Is that the investor's income? 

A Yes. 

Q Getting his money from income from this kind of a 

~ash flw is his business? ls that the kind of business you 

are in? 

A It may or may not be., Our investors are doet:ors and 

lawyers and Indian chiefs except there are no doctors. 

Q 'nley do expect income, though? 

A Yes, they expect income, but they don't necessarily 

look toward it as ordinary income like you might be referring · 

to inccme"' It can be non-taxable cash111 It can be long-term 

capital gains~ It can be deferred taxes., these are the kinds 

of income that an investor is interes~d in. 

Q These are your speculators? 

A These are the investorse 

Q _ ~ people who Fs°f up the money for the speculators 



to do the building? 

A Put up the equity, yeso 

Q When you arc talking about an internal rate of return 

then that you expect to get, are we talking about what the 

speculator gets or what the investor gets? 

A What the investor gets. 

Q ' What do they generally seem to expect or did they back 

in January of '72? 

A For our Lockport project we had completed three 

estimates for the investor.. One was a minimum achievable and 

that estimate was based on a set of relatively conservative 

assumptions about what could happen and was offered to the 

investor as an indication of what we were 95 percent sure we 

could deliver 9 n1cn there was a high side estimate which was 

based on a set of very liberal a&sumptions which was presented 

··to the investor as an alternative by which we were very unlikely 

not tv reach; and then the.re was a mid-range• okay? lb.ere was 

one in betweene The internal rate of return fer the low side 

·case was 11 percent; for the hide side case it was about 40 

percent., For the mid-range case it Wa3 19 perc.ent. 

Q How does that relate to what I heard people speak of 

as an ii.:quity yield? Is it pretty much the same when you ~k 

· ab0ut internal rate of return, or sanething quite different? 

fbO 
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Lt~ ....... 

·A -- - Let me explain internal rate of return rather tbaa 

tell you what people mean by equity yie.ld, or tr:y l•· 
·.:~· 

If you take tbe cash benefits to the .ia'f'Utol' •~· ... , .. : ·: 
. ~: . . .... 

you diseeuat all those cash benefits, vb.ether they .be "" { .· .. 

eavlnga er whether they be real. cash dollus, earl 7"l. tU.aa·n Ju t .. 

thoae back to the present, the rate at whick the 41•- ·1* · . . ...... .. 

at which all tlµJ$e flows aqual his iuvaatmililt. u .•. -·~:·.·· 
. .·. ·,;:·: .. 

rate of return. lt ls &n attempt to accouat for DO't ...., ... 

act.aal amamt that is returned to the iuve•tor but W. IO 

'1cceuat for the timing of that amount. 

q 

A 

Q 

IGlf about profit! 

I• a.1*4 profit? l don't umlen'84 &at ,w·•••· 
Doea he eqeet to make sane pref1t • dla __,.. 

. . . . . . 
A lie cutalnly does. YOll waa t laaw, U rau 4litl ~ 

J:etma •.e1Atxything put in, rougblyt 

A t just eaa·•t say, yea, beGause tb&t is .J.'UllJ. 1llit, 

the.deflaition of profit. 

Q Does '11at take into acc.ouat of eOU".se the faat ,_. . 

lie :U gettln& the money latei: rather than sooner aad tlle·ta 

beaaf1ta -' so on! 
. -

'" I 
·. '.·";'. ··._. 
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A Tax all that. 

Q That 1a his profit adjusted for all these other taxea7 

A Well, I just have a lot ol trouble vith that cpieaUoa 

because I don't ktao;i how you define profit.. I am sorry, but l 

• can t say. 

Q Not that.I am think1Dg of capital gains Wr8'US saae· 

else. I gues.s I am not so sure t can, either• so I aa going 

to leave that line of questioning. 

A No, ma'am. 

Q Somebody who knCMs a little bit more about this 

stuff than I do s11ppd me a quest.ton hen. I think l under

stand it. 

With respect to tbat 11lternal rate of return. I. 

think you are driving at .the fact that. that considers·. ·$be tax . 

bracket the 1.mrestor is in, is that right? 

A Yea, it :d~a. 

Q For 19 percent rate of return, can· you tell me··tifhat 

the investor's tax bracket wouJ.4 probably bef 

A Well, I can tell you. in the one cate we did. We 

·assumed.a tax bracket of SO perceat because our likely~-~• 

· were in that tax bracket. 



6''3S"J) REDIRECT EXAMIMAnOR 

BY Mil. ALEXMIDll1 

Q 'Dae rate• o: return. were tbey before • .a.far taMa7 

A After taxes. 

Q Alter taxea. 

So that the range would be 12, 19 aad 402 

A I th1Dk it was 11, 19 aal 40. 

Q So if you consider that tha 1-aater 1a la Ille a 
pezoent tax hncbt, u bu pretax equs.t,. 1te1• of 2z. JI• 
up to pouibly 807 

A No. 

Q Where does tbat ao ft'ODl1 

A Because la tba early ,._ of a .._las ••l CU.. ·· 

are huge losses for tax PurPoaea, for 111A7be ewe JG&ftt •

all y.i do ia make expenditure• ad you haw• t•••• 
1heD aa you be.&J.n to lean the • .,_., ,_ ..... to 

ha1l'e an iaflGW of ca.ah which is Aftllable t• tb.a t.anattr d.tllr 

expensea; lll'd then, finally, if you wan to aell tba projec.t 

as a.a i.ncaae-pJ:Odl:leinc project to Prwl81'l&t•l LU• ln...,.._ 

c....,., then you would haw quite a laqe capital pill at 

~ ,-. · .... the rate of return ecaaidera 1lbat tax bracket 

you are 1a .ad ceasidei:a tba timraa for all of tba.. ......._ 

nU.te• that badt to the pnseat. But. ,._,. l w halp ,_ 

/'3 
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by saying if you. are in the 35 percent tax bracket that those 

numbers VE:~ry roughly; because I have. done this, don ° t change 

that much~ They go from 11 to 10 and from 19 to 17 and from 

40 to 45. But the reason for that is because real estate 

developments don't create any paper magic tax. losses. All 

they do is defer that tax.. You don''t. pay a tax early but you 

end up paying it later ~ihen you sell the proje-cto Uncle Sam 

gets you and well he should. ~t is just a matter of when. 



PARTIAL .TESTIMONY OF WALTER LEE PHILLIPS, J R. 

Do you have an occupation or profession? 

A Yes, I am a professional engineer and a land surveyor. 

* * * 
Jj'~3~J 

Q With what business? 

A I a President of Walter L. Phillips, lucarporated. 

Q What type of firm is that? 

A It is an engineering, land planning and wneyiq 

.firm in Falls Church, Virginia. 

CfR~g') 
Q What is a feasibility study? 

A I am stressing what a feasibility study is to me 

b cautic 1 think.a feasibility study varies from eugineer t.o 

ekineer. M)r definition of a feasibility study i• a ~e 
wlere you evaluate the potential engineering eoats aad improve

tjents, physical improvements that must be made for a potential 



[1l3~) 
development on a piece of lando 

Now, the degree to which this is done varies from 

client to client and t;he exactness with which it is done varies 

from client to client. 

In some instances~ the.r~ is very specific and in 

some instances it is more general in nature. 

In either event, we take the improvements that are 

required 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 of the project, and we take the improve• 

ments that are dictated by natural phenomena -- lay'of the land, 

and so forth -- and we try to predict an outline for the. de

veloper, a 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 relatively recent development in the practice 

of the civil engineer? 

A Well, I think I could sum that up best by saying 

that ten or 15 years ago clients approached us with property 

in hand and asked us to engineers lhen we went through a 

phase where they approached us with property in hand and had 

found out that there were serious problems because of the lack 

· of investigation before purchase. 



(1l3,c) Now they approach us almost exclusively -- not ex• 

clukively but some type of firm such as ours before the land 

is iurchased. Fran my experience lt is almost common practice 

nOVJlf or a land purchase contract to contain engineering clauses 

whi h will enable this type of analysts to be made. 

Q Was this true in January cf '72? 

A Yes .. 

Well, what we do~ when e. man asks for feasibility 

studies, we look into the developing characteristics of the 

·propeJty~ what the zoning is, what the setbacks are, wha.t the 

pa:rkil requirements arc. what the utility availability iss 

wherelit is located, other physical features of the property, 

wheth· r it is rOJ...igh or not.~. so rough and any othe.r aspects. 

'fi1en le su.mmarize these into a r·2:;;>ort and advise him of the 

potenlial effects of th~se. 
N0'">1.7 :; this requires a combination of several things: 

First of all, we do not rely entirely on what we learn from 

.··"""'- _,. . 

. . ~.:· .. 
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public officials,, Th.is isr1't rueant to sound detrimental, but 

what it means is ~~t it is impossible for a public staff 

engineer or other technical person to tell us exactly what i.s 

going to be required in conjunction with the development of a 

site before we submit a definite plane 

Q A site plan? 

A A site plan which is entirely different than, $ay, 

a feasibility study plan. It is detailed .. There is detailed 

topography., There is elaborate engineering research into all 

the various alternatives. 

So we have to second guess the engineering approval 

authority to some extent.. Here again it is not meant to be 

a detrimental co.1lnlent; it is just a fact th.at without details 

engineers can't arrive at specific conclusions. So we have to 

.predict what will be required by the approval authority. 'We 

have to predict what will be nec.essitated by the development 

itself. ·We tell our client what we think he should do to come 

up with the type of developlllent that we think he wants. 

Q Is it also a purpose~ Mr. Phillips, to come up with 

a development cost figure? 

A Yes. 

Q For the r~1 land? 

A lbat' s correct. · 



~1 ·~~·: <·1 ~ ~;~ f;Ol.ng t.o pc:::.zd.t. Hr. Phillips to testify as an 

nJ3(pl,.J 
expert ln the field of feasibility studies and give an opinion. 

* * * 
tl~.~~~J.. -

'-.! rJerc you called upon oy .Mr... Hodges to do ~ sO""called 

f'~asibility study· with rt?gard to the subject tract1' Mrel Phillips1 

A Yes, sir; I wase 

Q tfuat informatio.n were you given and what were you 

A 'i·Iell 11 I was given the. location of the property and 

I was asked t<> sb.tdy thP- best type of layout to maximize the 

L tu.st.rial warehouse space on the long 9 rectangular!/ portion 

o~ this prop~rty~ I was not involved in any other of the 

pLrc.els.., 

I * * * 

~3.t8J Well, we started out with the basic premise that 

thl use would be for short0 te:rm warehousing~ Short-tei:m 

watehousing to me in this ·instance me&"lS the type of ware

ho-lsing defined in the Alexandria zoning ordinance which has 

a kpecif ic parking requirement. There is a differential between 
I . . 

shrrt-term and long .. term which is very significant. This was 

intended to be short•tarm warehousing~ 

* * * 



[1(3bq) We also have to sati.sfy the City zoning requirer.m.~n.t 
of one space! one parking spacef for each 100 square feet - ... 

for each 400 square fE:et o_f office use ancl one for each 600 

square feet of short-term warehouse usee 

So, in any study of this type you are working a. 

balance, mors or less trial and errors of available warehouse 

space versus parkinge -It is a constant one-offsets .. the•other 

situation., You try to reach what is a happy medium where y&J. 

can provide the required parking and support the wax-ehouse 

spac.efl 

* * * 

A Well~ the sanitary system is located, as I mentioned 

previously:;-I think it is appr<mimately two ... thirds of the 

length there on the south side of the property., ·As far as I 

can tell from the City t that main is adequate and there is 

capacity in it~ The system we proposed~ hot-1evert is a.lung 

the north side of the property for the spec.if ic reason that 

the office and toilet fixtures in this type of wareholtse are 

invariably on the frontf> in this case the north sid~, and the 

buildi..1,g ccr.nection would have to go the enti:r.~;: length Gf the 

110 
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A I.Because of the location of this land i.n the watershed 

and the rah:: that the water is draining into the building, so 

to speak, ~rcr.:i north to south, the topography is sloping from 

north to slth, it is mandatory that we provid<' a system of 

"°""' sort iee.1e2n the northern face of the buildings and the 

northern slde of the road which runs along the front Of the 

buildings,. I:l our opinion,, it would be impossible to have 

adequate driainage on this site without a storm drainage trunk 

along that o:. tire length., 

C1R3g3) 

Q Now, did YGU calculate or cauae to be calculated, 

Mr. Pb.ill ps, the cost of these various improvemeats as of I .· January 1972? 

A Yes~ sir; we did. 

* * * 

then you mentioned parking spaces required. How was I . . I 

that calculated? 
I 

A We allotted for each of the modules shown on tbs 

sketch 200 ~uare feet of Office area, 

Q J that a lot or little7 

A. I would say it is a fairly small amount for this 

type of use but here again, for the warehousing, you don• t 

need too in the ttay of office space" We calculated the 

P4rlting re~rements based on that office space quantity, 

Then the resku.. of the parking was calculated at the rate of 

one for eachj600 square feet of warehou.ae space for a total of 
,032 spaces 

,,. ,,. ,,. 



All righta Why is your projection broken down into 

phases~ ~h:" Phillips ? 

A He were. advised by Hre Hodges that a phased develop-

rnent would be typical and would be necessary i11 this type of 

deve.lopment. 15 what was proposed here as opposed to a one-unit 

developments 

Q The first item you have is ~radingo Would you tell 

the Court what you mean by grading and the scope necessary for 

the finished site development of th.is property? 

A Well 6 the grading we have estimated at approximately 

one thct.isand dollars an acre would be for the removal of top-

soil, removal of soil and ma.terial that would be incapable of 

carrying the sti:uctural loads of both the roadways and the 

buildingse Titere is a certain quantity, say, eight to ten 

inc.hes~ on about every property that is not usable~ It con

tains orgartlc material and other materials of that sort,, 

&3e&J !1R$ ALEXANDER: He has the larger a.mat.mt in phase 

~ -

41 

I tr• th ba i ........ e$ .l. run JUSc as:.ung e s s for tha..t allocatione 

THE WITNESS~ In phase one? 

Q ·iese 

A l a.-n not sure why that. number at this point ts slightly 

different than t.he others but a nominal .Qf a t11ousaµd
1 
~p-

proximatel.y a thousand dollars an acre was the basis fO:r it. 



Q Would there be any <lif ference in contracting for such 

f 111 all t one time or by phases? 

A It is very difficult to predict the cost of fill 

because errth is never available when you need it. .It .is 

always avkilable when y<m have it. You ~' t get rid of it. 

We picked an arbitrary number of a dollar and a half a cubic 

yard for f he import of this fill which I think is fairly well 

accepted in the area for that type of material.. 

&e3fi) * * * 
A Well, we hope and expect that all of the storm sewer 

would be eveloped in accordance with City requirements and 

in accordLce with good engineering _practices Frankly, I am a 

little bib unsure exactly what the on-site requirement of City 

would be Lnd I have based this on-site design and those designs 

that carr~ water through the property on design criteria that 
I 

is published by the Citye 

C..~9$~ * * * 

~ Well, we talked to Mr. Dayton Cook of the Clty and 

learnld .... 

. b The Director of Public Works? 

I Director of Public Works -- and learned from him tbal: 

curb ·~ gutter would be required along Quaker Lane, 

We also assumed on our own evaluation of the impact 

of thls site that sidewalk and some additional street widening 

wouldl. be appropriate as well lllld would be necessary, We ill• 

elude those items in Quaker Lane improvements. 

,_, 7 



* * * 

(1"e3'1f) 
Q Why would 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 

propertye 

Q Would it be required in the site planning process 

for fire access and so forth? 

A I think it is reasonable to assume that it WO".ild be. 

fret1btf) 
Q The figures you have under your phase one, on•site 

roads, can you tell me whether or not the roadway you.project 

would be built in accordance with City standards? 

A Insofar as the structure of the road is concerned,· 

it would meet or exceed City standards. 

r Q Why would it exceed City standards? 

A Well, we have some very heavy wheel loads here~ Our 

object would be to make sure we can accommodate those loads. 



* * * 

c-r~tlcn) 

Q Now, can you tell me, Mr. Phillips, whether or not 

ci~~Jvle. go11e hog~~wild wi.th improvements or just put tile barest 

minimum, or have you gone in between? I know it is a bard l 
question, but I have to ask you .. 

A Well, I think I can answer the question this way: 

The wor~t thing you could do for your client as an engineer 

prepari.k a study like this would be to underestimate the 

costs oJ these improv....,ntS. Our clients are not looking for 

the leajt possible costs at this stage. They are looking for 

a reaslble cost, one that they could expect. If the:ce is a 

way dur~ the course of final engineering development that 

those pjedicted costs can be reduced, that is fin.:; hilt I be· 

lieve Jt these feasibility studies should show what might ! 
I 
I 

reasonably be expected and what would be required in our opinion I 
for a well-engineered job. 



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 shoulde 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 representsa 

Q In your opinion, this is the reasonably anticipated 

.development costs for an industrial park site development of 

the subject property? 

I believe it is., I think I should also state at 

this point that there are usually some, perhaps some qualifica

tions to these thingse Sometimes you might have to do this, 

but you may:not have to do that .... this kind of thing gets into 

it. I am sure that upon final engineering that some of this 

would change but I don't feel th.at in the gross that the 

development cost of. this property would be substantially re-

duced upon final design. 

. Q Stated another way, is it your opinion that develop-

ment cost would be right around one dollar per square foQt 

regardless? 

A I don't know what range you are giving it but I think 

that is the correct order of magnitude. 

Q And the fact that the property is generally level 

except perhaps for the extreme western end; is that a big 

advantage to it or how does the engineer look at it7 

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 

11~. 



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 

langµage -- but say on a three percent grade for example, 

which is three feet in a hundred, you might for certain flw 
£~~~'~ . 

use lt'·inch pipe whereas if it were five percent grade which 

is half a foot in diameter, much flatter, you might use 24-inch 

pipe. From that point of view development costs are aggravated, 

so to speak, by the flatness of the site. Also, the drainage 

on the surface, the surface has to be molded almost like waves 

on top of the sea to get to force slope points at various 

inte·rvals 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 is a problem. 

C:ri~3~) 
Q I see. Do you generally do these, as you say, for 

prospective purchasers? 

A Usually for prospective purchasers. 



434 

(1t.43f) 
Q would you say that you might tend to lean towards 

the high side on projected costs so there won't be any un• 

pleasant surprises? 

A Well, I don't want to make a blanket staternent that 

we always take the high sidee I take the conservative approach .. 

A Let's say we looked at a situation like Quaker Lane, 

for example, in this case. We might be informed that sidewalk 

we>uldn • t be required, but I think . it makes good 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. 

* * * 

Q To your Knowledg~, the plan that you have developed 

in connection~ with this case. was that developed on behalf of 

a potential acquirer of the property~ purchaser? 

(1'!et.J37i I can't really answer th.at yes or no because it 

really doesn't make any difference to me whether it is for a 

buyer or ssller. The facts are the same in my opinion. 

11~ 



Q Is one of the givens that. you would consider on the 

~ong site and not any of these auxiliary or other pieces of 

iroperty? 

l . A Yes, we did not attempt to work those into the plan 
1 

o any great degree. When we first started on it, we were 

~oing that and we were having trouble with it and then I I -
learned that, he then told us, we weren't supposed to be doing 
I 
that; that we were just working with a rectangle.. 

rt '> * * • ~e~tBq·· 
'.J 
Q You say there is more or less parking requihd for 

short ... term1 

A There is more parking required for short•term. 

Q About how much more, proportionately? 

A Depending on the size, anywhere from four times as 

much to almost ten times as much. 

Are you aware of whether or not the City permits 

erpendicular parking along public streets if the street ie 

edicated? 

A In my opinion, the City would not permit perpendicular 

parking along the dedicated street with ingress and egress into 

Loving lanes. 

Q lsn' t that what you are showing on here 'l 

A Well, this plan shows 44 feet of roadway and 16 feet 

for parking, four of which, the extra four between lo·· and 20, 



.frr< (j<Jl) 
is the overhang. By the time you deduct the maneuvering spacl 
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 positively, 

although normally the minimum is 50 feet or right ... of-way. 

Q Would you have a remaining 50 feet of right-of-way 

if you took 16 feet off your projected road here for perpendi 

parking? 

A No, I believe in this case they would either have t 

be a special exception to the right-of-way requirement or ther 

would have to be a reduction in the warehousing space to ace.om 

modate the additional r1ght0 of•way. 

* * * 

I am still not sure you have answered my question. 

My question was whether or not the' storm drainage system for 

which you worked out the cost was particularly designed for a 

particular configuration of warehouses and the type of use 

· 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. 

I 



[1RtJi5z,) 
Q Then you have 16 feet of perpendicular parking spaces. 

You would expect a variance with respect to the size of the 

parking spaces if the City let you have perpendicular prk.iag1 

is th.At right 'l 

A Not necessarily. I think that it might be four feet 

in there that they would allow as part of ~e parking although 

the curb itself doesn't include that four feet. 

Q Did you testify that a parking space by City regula• 

tions has to be 20 feet in length? 

A That's right; but it is customary to imlwie part 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 way up to that 

wall. l could stop right here because the wheels of the car 

are not flush with the front of the car. 

Q But you would be looking, then, for some sort of 

variance to take that into account, is that ~orrectf 

A If the City's policies would not allo.r that, I would 

have to expect to ask fen: a variance, yes. 

* * * 
Okay, the point of all that, Mr. Phillips, is: 

Assuming that that has already happened, that you have got 

railroad tracks over here beyond the property line that are 



kl K. '1~1 ...l 
somewhat below grade~ makes me wonder if it wo-uldne t he possible 

instead of building this up to cut it d01W11 a11d have your rail-

road line here~ be d0ti."11 lower, and use some of that dirt to 

pro\dde the fill fran on the site? Was that considered at all? 

A That concept of grading it was not considered and I 

would not want to coounent on it without some additional studies 

as to whether or not th.is was a feasible idea. 

C:ftqbS"] ¥ ¥ ¥ 

Q - You ~entianed sev~ral tim~s that there are a number 

of unknowns. You can go to code books; you can take your own 

personal experience., Where does the City have the leverage in 

requiring finally the site improvements, at what point? 

A The City has a site plan ordinance and requires tl:ie 

submission of a detailed site development plan for any improve• 

ment of this sort in the Cityo 

Q As far as the site plan procedure at that point, can 

they specify the width of a roadway, for instance? 

. A Yes. 

Q Can they specify improvements needed at the Quaker· 

Lane access? 

A Yes .. 

Q Can they specify the on and off-site ~rovements 

needed at the Roth St~eet area? 

A Yes,. 

Q Can they specify the location of hydrants, catch 

basins and so forth? 

A Yes, they can~ 



Q Can they specify the storm sewer -· I mentioned that a• 

f..~e Sanitarv S(:>'t·•"';...._ ' " w.i. -~ ""W'"' rcquJ..rements, 

A Yes. 

r1~&1~) 
Q. Would You de11crlbe tho•• sales, plea••? 

A. Drug Fair purchaaed -- you •••, these are •imllar 

but really not comparable; thla la the turn of the coin. 

Here we have good e 1m1lar1ty but ao comparability, and I' 11 

tell you ln a minute why they aren't comparable. 

Q. Well, I asked you 1f you found any sale• of prop

erty that you felt were comparable to Fruit Growera' aa lt 

18 now, and you 're telling me of propert tea which you felt 

wereo 't comparable. 

A. All right, there ls no way of adjuatlng these 

sales to the subject even though they fitted •o nicely ln 

a1ze, like from 30 acres to 36 acres in •1.&e; oura la 30 · 

here. There 'a la undeveloped in the raw; our• la undevelop-

ed in the raw. They had developmnt costs that were hlgb; 

ours baa high developmnt coata. 

Q. You are telling me how they are comparable. Are. 

they or are they not comparable sales? 

A. They are eimllar but agatn they are not comparable. 

No, 1 111 have to omit the list. 

Q. When you say •imllar, you have mentioned several 

character18tlc1. When you say they are not comparable, What 

do you man? 



A. Meaning that you would have to know -- you woul 

have to make three. complete appraisals 

Q. You didn't do that? 

A. -- Ia addition to making the appraisal of this 

property. 

Q. But you dido 't appraise any others? 

A. No. That involved maybe $12,000 worth of engin 

ing and maybe $8,000 worth of appraisals fees just to ap 

the other three properties to see how they would come ou 

as compared to ours. And you just can't economically go 

into that because these other three properties all invol 

some development costs. Two of them were expensive, but 

not as expensive as our property. 

Q. Is it your testimony that you found no propert 

anywhere that you felt bad sold and was comparable to th 

Fruit Growers' site as it stood in January of 1972? 

A. Similar but with no economic way· of comparing 

two. I said there were 29 cents a square foot, 30 cents 

a square foot, and 50 cents a square foot, Mrs. Sasso. 

I can't use those to appraise the subject property. The 

oot enough accuracy in comparing the Drug Fair site with 

s lte unless yo~ a pend an awful lot of money doing a comp 

SOD. 
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Building 1 
Building 2 

FRUIT GROWERS EXPRESS 

PHASE I 

Buildings 3 thru 13 - 11 @ 21, 625 

Parking - Office - 13 x 200 x l /400 
Parking - Warehouse 

Cost Estimate 

1. Grading -
2. Fill Under -
3. Storm Sewer -

15" 
18" 
36" 
42" 
48" 
6'x 6'BC 
8'x 8'BC 
30" 
24'·' 
54" 
Structures 

4. Sanitary Sewer -

11. 2 Acres x $1,045 
271,075 x 3/27 x $1.50 

40 LF x $9.00 
1 40 L F x $10. 00 
420 LF x $22.25 
445 LF x $25. 75 
3:30 LF x $30. 25 
25 LF x $175 
365 LF x $200 
30 LF x $ l 7. 75 
255 LF x $13.25 
~30 LF x $38 
2~ Ea. x$500 

Tap Fee - $.0.15/GSF = 271,07S x .035 
10" Sanitary Sewer 1780 x $10 
Manhole - 8 each x $300 

186 

14, 400 Square Feet 
18, 800 Square Feet 

237, 875 Square Feet 

271,075 Square Feet 

7 
447 

454 Required 

$ 11, 700 
$ 45, 179 

$ 360 
1,400 
9,345 

11, 459 
9,983 
4,375 

73,000 
533 

3,379 
12,540 
14,000 

·$140,3 74 

$ 9,488 
17, 800 

2,400 

$ .29,688 



FRUIT GROWERS EXPRESS 

PHASE I 

5. Water -

6. 

Tap and Merer Fee 13 taps x $125 
6" Water - Colvin St. 200 Lr x $18 
6" Water - on site · 400 LF x $8 
12" water 2200 LF x $12. SO 
8" Water 180 LF x $10 
Hydrants- 8 Ea. x $450 

Quaker Lane Improvements -
C&G 350 LF x $:3. 40 
Sidewalk 350 LF x $3.15 
Entrance 2 Ea. x $905 
Pavement 350 s. y. x $6. 50 

$ . l, 625 
3,600 
3,200 

27,500 
1,800 
3,600 

$ 41,325 

$ l, 190 
1,103 
l, 810 
2,275. 

$ 6,378 

7. Roth Street Improvements (95' from Colvin St. to property line) -
C & G 190 LF x $3 . 40 $ 646 
Sidewalk 190 LF x $3 .15 599 
Entrance 1 Ea. x $90~ · 905 
Pavement 380 S. Y. x $6. 50 2, 470 

8. On Site Roads -
C&G 
Sidewalk 
Entrance 
Pavement . 

9. Railroad -
Charge by R. F. &. P 
Switches · 
Rail 

4, 520 LF x $3.40 
3,560LFx$3.15 
12 Ea. x $150 
22,811 S. Y. x $6.50 

LS - $7,000 
2 Ea. x $5,000 
3, 200 LF x $15 .. 

187 

$. 4,620 

$ 15,368 
11, 214 

1,800 
148,272 

$176,654 

$ 7,000 
. 10,000 
. 48,000 

$ 65,000 



FRUIT GROWERS EXPRESS 

PHASE ll 

Buildings 14 thru 19 - 6@ 21, 625 

Parking - Office - 6 x 200 x 1/400 
Parking - Warehwse - 128, 550 x 1/600 

Cost Estimate 

- 1. Grading -
2. Fill Under Slab -
3. Storm Sewer -

21" 
24" 
27" 
33" 
42" 
15" 
Strucrures 

4. S.anitary Sewer -

6. 0 Acres x $1, CXJO 
129 ' 7.50 x 3 .' 2 7 x $1. 50 

130 LP x $1l.50 
25LFx$13.2.5 
180 LF x $15.50 
250 LF x $20.00 
35 LF x $25. 75 
200 ~F x $9.00 
12 Ea~ x $500 

Tap Fee ,_ 129, 750 x $0.035 GSF 
10'.' Sanitary Sewer 920 LF x $10.00 
Manhole · S Ea. x $:300 

5. Water -
Tap and Meter Fee 
12" Water Main 
6" Water Main 
Hydrants 
8" Water Main 

6 t<lps x $125 
78 5 L F x $12 . 50 
375 LF x $8.00 
4 Ea. x $450 
100 LF x $l0.00 

188 

129, 750 Square Feet 

3 
214 

21 7 Required 

$ 6,000 
21, 625 

l,495 
331 

. 2, 790 
5,000 

901 
l,800 
6,000 

$18,317 

$ 4,541 
9,200 
1, 500 

$15,241 

$ 7SO 
9,813 
3,000 
1,800 
1,000 

$16,363 



FRUIT GROWERS EXPRESS 

PHASE II 

6. On Site Roads -
C&G 2300 LP x $3.40 $ 7,820 

Sidewalk 1560 LF x $3 .15 4,914 

Entrance 6 Ea. x $150.00 900 

Pavement 9600 s. y. x $6.50 62,400 

$76,034 

7. Railroad -
Switches l Ea. x $5, 000 $ 5, (X)() 

Rail 1440 LF x $15 21, 600 . 

$26,600 

1.89 



FRlJIT GROWERS EXPRESS 

PHASE lll 

Buildings 20 thru 25 - 6@ 21, 625 

Parking - Office - 6 x 200 x 1/400 
Parking - Warehouse - 128, 550 x 1/600 

129, 750 Square Feet 

Cost Estimate 

1. Grading -
2. Fill L1nJer Slab -

· 3. Storm Sewt:!r - · 
15" 
42" 
Structures 

4. Sanitary Sewer -

5. 5 Acres x $1, 000 
129, 750 x 3/27 = 14, 417 CY 
x $1. so 

215 LF x $9 .00 
725 I .F x $25. 75 
5 Ea. x $500 

Tap Fee - 129, 750 x $0.035 
10" Sanitary Sewer 860 LF x $10.00 
Structures 5 Ea. x $300 

5. Water -
Tap and Meter Fee 
6" Warer 
8" Water 
12" Water 
Hydrant 

6. On Site Roads -
C&G 
Sidewalk 
Entrance 
Pavement 

7. Railroad -
Switches 
Rail 

6rapsx$125 
3i:) LF x $8.00 
260 L F x S 10 . 00 
61.)0 LF x $12. 50 
4 Ea. x $450 

19 50 L F x $3. 40 
1440 L F x $3 . 15 
5 Ea. x $150 
8000 s. y . x $6. 50 

1 Ea. x $5,000 
1470 LF x $15.00 

·190 

3 
214 

21 7 Required 

$ 5. soo 

21,625 

1, 935 
18,669 
2, 500 

$23' 104 

$ 4,S41 
8,600 
l, 500 

$14,641 

$ 750 
3,000 
2, H iO 
8,625 
1' 8()(). 

$16.775 

$ 6, 630 
4, 536 

750 
52,000 

$63, 916 

$ 5,000 
22,050 

$27,050 



u 

FRUIT GROWERS EXPRESS 

I PHASE IV.· 
i I . . 

Buildings 26 thru 29 - 4 @ 21, 625 

Pabking - 4 Offices x 200 x 1/400 
Patking - Warehouse - 78, 500 x 1/600 

I 

! 

Colt Estimate 

i. I 
2.; 
3 .. 

Grading -
Fill Under Slab -
Storm Sewer -
18" 
48" 
Structures 

4. Sanitary Sewer -

5 Acres x $1, 000 
86, 500 x 3/27 x $1. 50 

440 Lf x $10. 00 
400 LF x $30. 25 
5 Ea. x $500. 

Tap Fee - 86, 500 x $0.035 
10" Sanitary Sewer 220 LF x $10.00 
18" Sanitary Sewer 440 LF x $15.00 · 
Manhole 4 Ea. x $300 

s. 'Water -
Tap and Meter Fee 4 taps x $12.S 
6" Water Jil.5 LF x $8.00 
8" Water 430 LF x $10. 00 

! Hydrant 4 Ea.· x $450 

i 

6. On Site Roads -
· C & G 2130 LF x $3. 40 

Sidewalk 1240 L F x $3 . 1 S 
Entrance S Ea. x $150 I 

iPavement 7700 s. y . x $6. 50 

7. Railroad -
Switches 1 Ea. x $5,000 
Rail 890 LF x $15.00 

t91 

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 

$ 5()0 ~o 
-r;-9-2-G- 0.., S" ;J.. ~ ,... 

4,300 
1,800 

$1 1 j 520---
11 f-;.-O 

$ 7,242 
3,906 

750 
50,050 

$61, 948 

$ 5,000 
l3, 350 

$18, 350 



11. ~ t 

(/ 4 
FOR COMPUTER DETERMINATION OF THE PRESENT VALUE ill' A NON
INJESTMENT 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., · · · • · 
semi-annually or annually). Clear main d 
subsequent runs involving shorter develo 

00 Yie_ld _o_~_':_qu~ ty_,_ c_ash_ .. i_J]V~-?_:t.ed, periodic 

_Q 1._A~ q l:l.~~ t!..:!:2.l!.-1-_ ()~f!LPl'." ~ c E?. __ r _a_t_=!:o ________ .. ___ _ 
_9_J~~_gu:1:?..:L !~?E_l_'?~~~~!:~..!est ,_pe!iodic 

_Q}~~quj._~ !.~.ion l ~ ~~-~~!:!:~~Lr a 1=-~--------
04 Devel~ment loan ~p:terest, periodic 
05 Developm~nt lo_~.,.i::i__~~.E_~ai~_!"_~ti_o ____ _ 

06 To~:r:Q~-~--~~b~§ frQJ'!!..J?~..Qj-~_c::_t 
07 Total development & sales expenses 

10 Gross_ sal~s inco_!fl.~-L~5-~-- r_eriod 
11 Gross dev. ~~-~-~-~-~~st_~, 1st period . 

]_2 Gross. sales __ !_ns;o~E:l .•.... ?.!l<t p_E?rioq_ __ ~~-----
13 Gross dev. & S?}es _s:9st~ 2nd period 
..l..4 Gro~s __ sal~_?_lf1COffii=.~ .. .lJ:'.'_C!..__p~rio_fi __ . ___ _ 
l-_~ __ .9-i::?s~ de:_v~_&c __ sa:1:-es C:()St_~_1 __ ~!."d period 

_1_6 Gro~~--~al~~J:!J.CO!l_!~, .1::th .. .P.e.~iod ... - .... --- .. --.. -. 
!_"?_ ___ ~r.-~ss. ___ ~~Y-~----~-..§-~~es --~-o~~.§_, 4th period 
-18._Q,r_o~-~---sal_?_s in..c..Qme.,-2.t.lLP.~..rio.9. _____________ _ 
_19 ___ .~l'."_OS§_d_ev. -~---l?-~~~..§.. _ _c::_~.§:l:~_,_2!:h period 
20___Qro.ss ... sal.e..s_inc.ome_, __ 6_th._p.e..r.i.od __ _ 

· 1J_ Gross de_y__~.£.~1~_e___s:o_sts_, __ .§_tn period· ·. 
22 Gross sales il)C<?!!_l_~_, _ _l_t._!!_2_erio_d _______ _ 

23 GrOS$ __ @._y~ __ .$a;l_es __ q9s"t,§., ___ _1th period 
24 Gross sales inco~~!. __ ~!!?:.J2~riod __________ .. __ _ 
25 Gross dev. & sales costs 8th period --- ··- ... _ ..... --------·-···-···-- ....... _________ .. ______ , _____ _, 

26 Gross sa~es il!.come ,21:'.Jl. p_erio_~-- ---- .. ----·--. 
~ 7__ Gross dev_._~-- saleiL.costs , __ 9_th_pe.r.iQcl 
_28 Gr()_S~_3aJ:~s i~£~~~, 1~Q.tl1_._perj,9g _______ _ 
-~9·------~-~.?ss dev. ~-~Ci.~_es ___ costE_, ___ !9th period 

30 Grq~~- .-?~:l~-~-!_ncqll_l~ __ l_J._:t:.h_ P.e;r.;t_od. ________ .... 
l!_ __ ~~-?-~ d~y_!_?.<_ _ __§_~~es .£~~.!~.'- .. -~l_-t:!!_yeriod 
).2 Grqs_~ __ s_gJe_s_:t_n~ome, _J,_2_t.b __ p_er.l,_qq _____ . 
_3_~ ____ Q:r;:9s~_g~_y_. __ ~_/?.Q._l_~_§__G.9l?.:t_::;>_,_12_th period 
)_4 Grpss_ s_aJe_s _ _inc_ome, .. 13th ___ pe..r:.iod _________ .. __ · 
35 Gross dev. & s~Jes costs, 13th period 

36 Gross sa-!_~_s il)C<?!1:1_~,-~:1.~1-::i .. .Ber~_<?..9 ·---
3 7 Gross dev. ~-~-a_l.es ~_gst~_, __ _1_4_!:-h period 
38 Gross sales inco_m.e_,_1_~j::_h__pg_.]'."_~Q<?.:_ __________ _ 
~...9 __ Qro~HL.de.v_ . .._fL..sal~_s_cost.s.., __ l_5_th.....pe_r_i . .o_ci. 
40 Gross sales income, 16t~_P.erio._d~·~~~-

41 Gross dev. & sales cos.ts, 16th ped od 
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0•1500 
0•7500 
0 • u 4 ::) u 
1•1000 
0•0600 
1•2500 

2, 4 5 4,2. 0 6 .. 0 0 0 
1,3 12,74 6. 0 0 0 

t • 

3 9 '71 j 6 4 e 

2 0 4,5 1 7 • 
3 1 5, 1 3 5 • 
~ 0 4,5 1 7 • 

0 • 
2 0 4,5 1 7 • 

0 • 
2 0 4,5 1 7 • 

0 • 
2 0 4,5 17 • 

2 l°e,o 1 '/ • 
2 0 4,5 1 7 • 

0 ti 

2 0 4,5 1 7 • 
0 • 

2 0 4,5 1 7 • 
2 0 8,d ti 2 • 
2 0 4,5 1 7 • 

0 • 

2 0 4,5 , 7 • 
0 • 

2 0 4,5_1 7 • 
1 7 J,3 4 8_. 
2 0 4,5 , 7 • 

0 0 



_Na_LkgJ: vaJu.~ __ Q_f___tot.g,l_pr_ope:r;-_t..__.y _______ _ 
Initial eguity cash invested 

. Ac~oan balan~_e._e_ginn~J!9~_f period 
Acq. loan C\..!~t~_il d~ring~.P~.!J_o_d _____ _ 
Acg. 1-oan interest for period 

Dev. loan balance .~j..nn_~__g:___Q!.._peri~--
Dev. loan curtail(+) or draw(-) in period 
Dev. loan interest for period 

Net cash flow for period 

~~o~n balance, begjpning of period 
_A_.;::SL._J, oan c lirta iJ_ dl1X;i. ng_ per i::...:o'"-'d:;:,_ ____ _ 
Acq. loan interest for period 

Dev. loan bq_l<;__:nce_,_P.-?_g_i.nn;ing-9_L.p_er;i_9_g __ 
_Re_v-L-.l_Q_aJLC_l1_~t_a_iJJ±L_o_r.. __ O,r_a:wJ-) in period 
Dev. loan interest for period 

Net cash flow for period 

Acq. lo~~~~~~E..~~~.!J!~niEg of period 
Acq. loan curtail du~ing_p~..!"i~o_d'------
Acg. loan interest for period 

De~_?a_~-'-!?~l~i:_c~.LJ?e9}.n!lin9 __ o~-p~r;i_o_?.- ____ _ 
Dev. loan curtail(+) or draw(-) in period 
Dev. loan interest for period 

Net cash flow for period 

-~S:Sl.!_~_<?.c:ll}_l?~!2-..!!C.e, _P-~ginni_~_g_9f period 
)'\Gq_._l_Q~I)_C_l1:r_t;;:i_:iJ, __ _g_u:r_i_ng p~ :r ;i._o=-=d,__ __ _ 
Acq. loan interest for p_e_r_i_o_d _______ _ 

Dev. loan balance, beg;i..nning of per~od 
P§?_Y. lo~~f".t_ai:J_ _ _l±J ___ 9.~ .. 9-r~w ( - ) in period 
Dev. loan interest for period 

Net cash flow for period 
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~ 

1 • 

2. 

J. 

4 • 

' ..,,, "' . .... "._/· 
\_ 

4 6 4,j 6 4 • 
1 1 6,0 9 1 • 

3 4 8,2 7 3 • 
0 • 1 

1 5,6 7 2 • 

0. 
-3 9 7,3 6 3 • 

1 1,9 2 0 • 

-2 7,5 9 .3 • 

3 4 8,2 7 3 • 
3 1,9 2 5 • 
1 4,9 5 3 • 

3 9 7,3 6 3. 
- 1 1 0,6 1 8 • 

27,1 6 0 • 

-7 4,0 3 9. 

3 1 6,3 4 7 • 
.3 1,9 2 5 • 
1 3,5 1 7 • 

5 0 7,9 8 1 • 
4 2,6 0 7 • 
2 ':J,2 0 0. 

-8 7,2 6 6. 

2 8 4;4 2 2 • 
3 1,9 2 5 •. 
1 2,0 ti 0 • 

4 6 5,3 7 3 • 
6 3,9 1 1 • 
2 6,0 0 5 • 

7 O,!;; 9 4 • 

----------------------• 



_M_a_rjs:_gt va,Jue ___ o_t:_ __ t_ot9_l _ pr.oper.:t;.y_ 
Initial equity cash invested 

l'.Acg. loan balan~_peginn~ng~~ period 
Acq. loan c_~f'_!.ail_ du~;i.ng_ .P~:l'.:_io_..;;..;d _____ _ 
Acq. loan interest for period 

_Q_ev. lo~n balance ,_]?~_i.n~_:!.__r:!g _ _i>_f_per~~-
Dev. loan curtail(+) or draw(-) in period 

Dev. loan interest for period 

Net cash flow for period 

~~-g-=--.1~~1! b~~~nce, be_g_:hnn_:!.~g __ ~±: period 
_A_Gq. loan Cl!£t~jJ_dµ_r_ing __ perio.::::d.__ ____ _ 
Acg. loan interest for period 

_R.?....Y.....__],oa11 b9..l~J1Q.e_, __ p~gin_n_i_ng_gf_p.?L:L.9-Q. __ 

_p_ey_._l_Q..an_c;_urta_il_( + )__o.i::. .. dr_aw.J-) in p.e.ti.rui. 
Dev. loan interest for period 

Net cash flow for period 

Acq. loan balance, beginning of period 
-----·------· - ··---·--·----·- -·-···-·------------==------
~-sq. loan curtail d~r.-Jng __ p~]'.'_!_o_d _____ _ 

. Acg. loan interest for period 

D~~_:_l?an balance, beginning of period 
-·-··~-- .. ·····- --·---· .. ·--·-·- ··----. . .. ··-----·- ---·-··. ·- .. 

_!)_~~_an cu}'."t:?il __ (_tl__9£_ __ 9~-~~J-) in period 
Dev. loan interest for period 

Net cash flow for period ----------

_l\~_g_._ l c:>?_n _}?_~}._§_t:lC~-- R~_g_i_nn t~_g__gJ period 
_)\cq_!_l_oal}_c_ur_~ail _ _Q.uri_.Dg p~ri_o:..cd=----

Acq. loan interest ~-e_r_i_o~d ______ _ 

Dev. loan balance ._12.g_g;i.nnJp__g__ of period 
P~Y~..Q~I)_s_yrt.C!_i.lJ.±) .. 9~ __ d_:i;:P-w(-) in period 
Dev. loan interest for period 

Net cash flow for period 

t.94 

5 • 

. ti .. 

7 • 

(;j • 

2 5 2,4 9 7 • 
3 1,9 2 5 • 
1 0,6 4 4 • 

4 0 1,4 b l • 
8 5,2 1 5 • 
2 1, 5 3 1 • 

5 5,2 0 1 • 

2 2 0,5 7 2 •. 
3 l,~ 2 5 .. 

9,2 0 7 • 

3 1 6,2 4 6 • 
- l J,5 0 0 •. 

1 9,3 7 9 Ci 

- 6 0,5 1 2 • 

1 8 cl,6 4 7 • 
3 1,9 2 5 • 

7,7 7 0 • 

3 2 9,7 4 6. 

1 2 1,a 2 3 • 
1 5,9 5 0 • 

2 1,0 4 7 • 

1 5 6:,'l 2 2 • 
3 1,9 2 5 • 

6,J 3 4 • 

2 0 1, 9 2 3 • 
1 4 ':J, 1 2 6 • 

'1,6 4 1 • 

. Y,4 d 9 • 



.}1_ar_K.et Vg}u_~ __ 9_L_t_ota;l.. __ pr9per_ty _______ _ 
Initial eguity cash invested 

-Acg. loan balance, _peginning of period 
Acq. loan curtail dur~ng ___ p_e._r_:i,_o_d _____ _ 
Acg. loan interest for period 

Dev. lo_~n balan~~~~n~J_I29: __ ~_erioL __ _ 
Dev. loan curtail(+) or draw(~) in period 
Dev. loan interest for period 

Net cash flow for period 

~£._q~~~~n balance, beg:t_!lning_gf period 
-~s:;g. loan CU}'."t~iJ:_Q_l1_::t;ing period ------
Acg. loan interest for period 

_.Pev~l o an ba,_lanc~_l:;>_e,_g_i nn;i,J1g_o_f-!1.er :i;,_9_g __ 
_Qe_y-"_l_Q.c:n1._c_u_r_t_a_iJ,__(_±) __ _o_:t:_ __ dr_awJ-) in period 
Devo loan interest for period 

Net cash flow for period 

Acq. loan ~~~~~ce, ~~~~~ning of period 
~cq. loan curtail during __ Q~E~_o_d _____ _ 
Acg. loan interest for period 

·Dev. l~~~l?<:t~~-::1~~1-_l?e9_~ _ _!?._~~n9 __ ~~-:p~r~o-~--- _ .. 
Dev. loan curtail(+) or draw(-} in period 
Dev. loan interest for period 

Net cash flow for period 

_.z:i,5_g_._~_Q?I1...l>.?..J._anc~__,__p~_ginn:iJ::i_g__of period 
-~-c._~_J9 an_ c .l1X:.t.qJ J, _ __g u:i;-__ :i,ng PE:! :r:j ___ """o"""d,___ ___ _ 
Acq. loan interest for p-'-e""'r..:;io...o_d'--------

Dev. loan balance, begin~~ng of period 
P~-~_!'_:),_QEJ1 c_urt,_C!_.:t~J±) ___ 9f: ___ qraw (-) in period 
Dev. loan interest for period 

Net cash flow for period 

195 

9 • 
1 2 4, 7 .9 '/ • 

3 1,~ 2 5 • 
4,6 9 7 • 

5 2,7 9·5. 
-4,3 6 5 • 
J,~ 9 8 • 

-40,~21• 

1 0. 
~ 2,8 7 2 • 
3 1,9 2 5 • 

3,4 6 0 • 

5 7, 1 6 1 • 
5 'I, 1 6 1 • 

1, 7 1 4 • 

1 1 0,2 5 5 • 

1 1 • 
6 0,9 4 7 • 
3 1,9 2 5 • 

2,0 2 .4 • 

0 • 
0 • 
0. 

1 7 0,5 6 7 • 

1 2. 
2 ~,o 2 2 • 
2 9,0 2 2 • 

6 5 3. 

0 e 

0 • 
0. 

1,4 9 3 • 



JJ.9._r__lc~ t v ClJ µ ~--o_f_ __ :tqt_~_l .. p.r_:_ope:r:_ty _____ ___,-
In it i al equity cash invested 

Acq. loan balance, .. E.~inning of period 
Acq. loan cu!t_?il du_!"Jng __ p_§_r_i_o_d _____ _ 
Acg. loan interest for period 

Dev. loan balan_s:~~~nll_~~g of period 
Dev. loan curtail(+) or draw(-) in period 
Dev. loan interest for period 

Net cash flow for period 

~cg. loan balance, begjpning_pf period 
_Acq. loan curtaiJ __ dux_;i.ng_peri"'""'o~d=-----
Acg. loan interest for period 

Dev. loan balance_,_;Q~_g_im1J..ng_p_f-P-er:i:._9_c;;l __ 
_ O.e:v_._l9_.::u1_c_ux_t.a_i.J.J±.L_o_:t:._.9.r_awJ-) in petiQJ;l 
Dev. loan interest for period 

Net cash flow for period 

Acq. lo~~~~~~_nce, ~~g~~nin9 of period 
Acq. loan curtail d~~ing _ _p~_Ej_o_d--~--
Acg. loan interest for period 

Dev. loan balance, beginning of period 
·--~···-··---··--·--------------·· - . -·----- .. ---··- ·····-:---·---· 

Dev. loan c~rtai}(+) or draw(-} in period 
Dev. loan interest for period· 

Net cash flow for perio_d _____ ~----

~_s:_q_~lg_~n.J?Al a~c~ . .Q~_gipni119__:9_:!= period 
-~G~J,_Q~ri_c_µ:i;:.:t;!=l~J,_ __Q.qr:ing .P~J'.':i--9~d~----
Acq. loan interest for period 

Dev. loan balance, begJnnj...!}g_ of period 
P.~Y· loan curtail(+) __ q_;: __ g_raw(-) in period 
Dev. loan.interest for period 

Net cash flow for period 

.1.96 

1 .3 • 
0 .. 
J. 
0 • 

0 • 
0 • 
0 • 

2 0 4,5 1 7 .• 



FOR COMPUTER DETER _NATION OF THE PRESENT VALC 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----~ ~nN c~lo~ norinn. 

00 Yield on eguity __ c_a~(l _ i_n.:yes_t:~~ periodic 

_9_1_]:\cguisi tion lo_~~Lp:r;Jc~ __ ]'."_CJ.t-1:9 ____ ...:.._ ___ ··-·--
_Q_2_~~g~j._s_~!~on ~'?-~~~~~_!-~st, periodic 
_Q_Ucq_~~ttion lq~_!l_<:;_l1_~_!;.-~:!:_! __ rati~-----
04 Development loan in_!::erest~eriodic 
05 Development loan C~£.!:-?il Ea~!_o ____ _ 
06 Total gro~_o?_e_~l~LlrQ.l!l __ p;i;:-.QJ~.£ .. i: ____ _ 
07 Total development ;fJ sJ;;e.....,~~ 

10 Gros~ sal~_S. incorl\~_, __ _!_~1:- .P..<:riod·----·----
11 Gross dev. ~~~les_~9sts, 1st period 

}_~ G:r:oss ~~les_~_T1f_<?rn§.., ___ ?.!14 .. P~riod ____ . 
13 Gross dev. & sales ~9S~~ 2nd period 

14 GrO:?.-?_sal~s i_pcomg_,_._3r_.9 __ p_~_rio~---
~-S ___ ~r<?~s d~~·~· !i~~es _c?s~~-!-~~d period 
_l_E?_ Gro-?_?. __ sa_l~.s iJ?.CO~§?, __ 41:-h_ __ p~_riod __ ·····---·---
1:_7 _____ qr_<?~l?.. __ <!_ey_!.-_§.c _ s~es -~_ost.§.., 4th period 

J8_gJ;"_o~~-sal_~s in_~QJll_e.~tlL_p_~rio._Q. __ --· -·----·-
_19 _____ q~_<;>ss dev. & .~~!~£-~g_si!_~__,---~~h period 
2_0_J;ro_s s ... sal.e.s_in.c.ome. , __ 6_th.. _p..ei.J.od~---
21 Gross dev. & sales cq_sts_,_6tt>. period . 
22 Gross sales incom~_l 7t~_r_i_o_d __ _ 

23 Gross d~y_._Qc __ ~ale..§.... __ G.9S~$_, ___ .1.th perio_Q_ 
24 Gross sales inc~~~-!-~~~-peri~~--- -··-··· .• 
-~5-- ...... G~~~--~~-~.!--~--.~~~es -~<?.Si:?_J_J!_th period 
26 Gross sales incom~21=~-. .R.eriod _____ _ 

'}.7_ .. Gro§.s .. dev_._cS< __ sal.e..s.._co.s.t.s, ___ 9_th_period 
_28 Grq_ss _sa~_e~CO!ll~,. lQ .. t:P. __ peri_od _____ _ 
_ ?_9. _______ ~!oss dev. &~?.-}:.es_ cost~, _ _!9th period 

30 Grq~§ ___ sa1-~.$ i~.£.Q.~~-11_-t~_l}._.Pe!'.'Aod .. _______ _ 
2!_ __ G~~ dev. -~~-~C!_les co~ts_, ____ ~.±--~.h period 

·J2 Gro§.~L.P..£1.l~_o?_iJJ..C....QIJ.le,_ 12t..b _ _peri..9-.d __ _ 
)_3 __ q_i;-:9s~~-Y~_§_~JeL<;.9s_t.§_,_l_2th period 
}4_9..!:9ss_ sa..l..e.s_inc.ome, .l3th_ ... peri.od _______ _ 
)_5 ___ Gross d~y~ &_§~les ~osts ,_!l_th period 
36 Gross sales iI].Cqlll~~th _per~s> .. d ___ _ 

3 7 · Gross dev. ~-~_ales .9...9..§t~_, _ _!__4.:th period 
38 Gross sales incom_~_,_J:_~J::!L~:i:-g_g _________ _ 
J...9_.§.ro_s..s_de_v_..J_s __ al.e.s_cos.t .. s .. , __ 1_5.th_pe..r.i.P...d.. 
40 Gross sales income, 16th period 

Al Gross dey, & sales costs, 16th period 

I 
197· 

O,• 1 5 0 0 
0•950J 
0•0350 
1•1000 
0•0600 
1·~500 

2,4 ? 4,2 0 6 • 0 0 0 
1,3 1 4 ! 4_ 6 • 0 0 0 

1 • 

j ~ 7,3 6 4 • 
4 0 9,0 3 4 •. 
3 1 5, 1 3 5 • 
4 0 9,0 3 4 • 
2 1 8,0 1 7 • 
4 0 9,0 3 5 • 

0. 
4 0 9,0 .5 4 • 
2 0 b,8 8 2 • 
4 0 9,0 3 4. 

0. 

4 o ~,o 3 s • 
1 7 3,3 4 8 • 

numbers of the 

registers shown 

at far left. 



J1a_rJ~et VgJu.~_9L_totgJ ____ pr_9per_cy ·------
Initial eguity cash invested 

Acq. loan balance, __ peginning_.2_:!= period 
. Acq. loan cur~ail du_~j._!!g __ .P~~-i.o...;o;...;d"'------
Acg. loan interest for period 

Dev. loan balance, b~_~nn~~eriod 
Dev. loan curtail(+) or draw(-) ih period 
Dev. loan interest for period 

Net cash flow for period 

~~q. loan balance, beg~nning of period 
_Acq. loan cur~ail d~ring~--.c:.P~e~r~i~o~d~-----
Acq. loan interest for period 

Dev. loan bg._J.an.~-~_p~_g..inning of_p_e..x_~od __ 
-~~y_._l_Q_ClJJ._c_µ_~t_a_il_(.±)_o_.i;:_ __ tJ,r_a_w._( - ) in periQsi. 
Dev. loan interest for period 

Net cash flow for period 

~5q· loan ~~-~-~nee, b~-~_inning ~f period · 
Acq. loan curtail duri..!!_g___P-e~~-o_d ______ _ 
Acg. loan interest for period 

Dev. loan balance, beginning of period 
···--- -······- -----------·· - ··-·- ..... -·------ .. -· ... -- -·· -· .... 

.P_e.v. loan curtai_1J..±.L2f__draw (-) in period 
Dev. loan interest for period 

Net cash flow for peri~_d ______________ _ 

-~~-q._~_()_~r:i_l>~J_C!.!!£..~--!;?~gJ_nni_~g_.9.J period 
_A~q._lqan_c_ur_:t;ai;l __ _Q_uririg p~r_;i.9d0 _____ _ 

Acq. loan interest for~~r~i~o~d;.;_ ________ _ 

Dev. loan balance, beg~nning of period 
.P..~.Y.~9A.J?. curt.!!l.JJ±J __ Qr_q_:r;E._w(-) in period 
Dev. loan· interest for period 

Net cash flow for period 
I 

I 

.198 

'-
7 6 1,0 d 2. 

3. B,O 5.4 • --£~ 
1 • 

7 2 3,0 2 8. {j!,-r/IJ 'O 



Market va].u~_o_f_.t.q:tg.J_._p:r:9perj:=....------
Ini tial equity cash invested 

Acg. loan balance, __ peginning__£:!= period 
Acq. loan c~~tail durj.ng __ .P~}:"J._o_d _____ _ 
Acg. loan interest ~or perio~ 

Dev. loan balanc~~inning of 2eri_o_d_~ 
Dev. loan curtail(+) ·or draw(-) in period 
Dev. loan interest for period 

Net cash flow for period 

. 3~q. loan balance, beg~nning__Q~ period 
-~cg. loan curta~i d~ri_ng-=p~e=r~i~o~d...._ ____ _ 
Acg. loan interest for period 

Dev. loan bala11~~-b..§g.;i.nni_ng_Qf--lleri_og __ 
_Rey~Q.qn c_µ+_t_a_:i).J_±) __ Q.t:._.dr_a~( - ) in period 
Dev. loan interest for period 

Net cash flow for period 

Acq. loan balance, be9-inning of period 
Acq. loan curtail during~r~io~d=-----

-Acq. loan interest for period 

Dev. l~~-z:_E.~-~-a~c~~e9_~nr:i.~n.q __ o~-~Ei:<?§ ___ ·-· -· 
~~v. loan curtail(+) or drawj-) in p~riod 
Dev. loan interest for period 

Net cash flow for.period 

_Ac_q_._lg_~~-f>_§lla_z:is:e~-~_inni_Dg_gj period 
_.l\~_q_Jga_I}_cui;_t.ci.:i],.__gur.~ng P5?rJ..:::;o-=d,__ ____ _ 
Acq. loan interest for period 

Devo loan balance, beginning of period 
_D..~y_. lo~_I.L£_urta~JJ±.> _.9!:.._.9.raw ( - ) in period 
Dev. loan interest for period 

Net cash flow for :eeriod 

.199 

5 • 
3 2 5,3 6 '2 • 
1 3 2,5 5 5_. 

9,0_6 7 • 

4 2,~ 6 3 • 
42,563• 

1,2 7 6 • 

1 4,6 s a • 

6 • 
1 9 2,8 0 7 • 
1 3 2,5 5 5 e 

4,4 2 a • 

0 • 
0 • 
0. 

2 7 2,0 5 -9. 

7 • 
6 0,2 5 2. 
6 0,2 5 2. 

1,0 5 4. 

0 • 
0. 
0. 

1 7 4,3 0 0 • 
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