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ABOUT THE COUNSELORS

OF REAL ESTATE

The Counselors of Real Estate, es-
tablished in 1953, is an international
group of high profile professionals in-
cluding members of prominent real es-
tate, financial, legal and accounting firms
as well as leaders of government and
academia who provide expert, objective
advice on complex real property situa-
tions and land-related matters.

Membership is selective, extended
by invitation only on either a sponsored
or self-initiated basis. The CRE Desig-
nation (Counselor of Real Estate) is
awarded to all members in recognition
of superior problem solving ability in
various areas of specialization such as
litigation support, asset management,
valuation, feasibility studies, acquisi-
tions /dispositions and general analysis.

CREs achieve results, acting in key
roles in annual transactions and/or real
estate decisions valued at over $41.5 bil-
lion. Over 300 of the Fortune 500 compa-
nies retain CREs for advice on real estate
holdings and investments. CRE clients in-
clude public and private property own-
ers, ivestors, attorneys, accountants, ti-
nancial institutions, pension funds and
advisors, government institutions, health
care facilities, and developers.

Enrichment Through Networking,
Education & Publications

Networking continues as the hallmark of
The Counselor organization. Throughout
the year, programs provide cutting-edge
educational opportunities for CREs in-
cluding seminars, workshops, technol-
ogy sessions, and business issues forums
that keep members abreast of leading in-
dustry trends. Meetings on both the lo-
cal and national levels also promote in-
teraction between CREs and members
trom kev user groups including those
specializing in financial, legal, corporate,
and government issues.

CRE members benefit from a wealth
of information published in The Coun-
selors’ tri-annual award-winning journal
Real Estate Issues which offers decisive re-
porting on today’s changing real estate
industry. Recognized leaders contribute
critical analyses not otherwise available

on important topics such as institutional
investment, sports and the community,
real estate ethics, tenant representation,
break-even analysis, the environment,
cap rates/vields, REITs, and capital for-
mation. Members also benefit from the
bi-monthly member newsletter, The
Counselor, and a wide range of books
and monographs published by The
Counwinr organization. A major
player in the technological revolution,
the CRE regularly accesses the most ad-
vanced methodologies, techniques and
computer-generated evaluation proce-
dures available.

What is a Counselor of Real Estate (CRE)?
A Counselor of Real Estate is a real es-
tate professional whose primary business
is providing expert advisory services to
clients. Compensation is often on an
hourly or total fixed fee basis, although
parhal or total contingent fee arrange-
ments are sometimes used. Any possi-
bility of actual or perceived conflict of
interest is resolved before acceptance of
an assignment. In any event, the Coun-
selor places the interests of the client first
and foremost in any advice provided,
regardless of the method of compensa-
tion. CREs have acquired a broad range
of experience in the real estate field and
possess technical competency in more
than one real estate discipline.

The client relies on the counselor for
skilled and objective advice in assessing the
client’s real estate needs, implying both
trust on the part of the client and trust-
worthiness on the part of the counselor.

Whether sole practitioners, CEOs of
consulting firms, or real estate depart-
ment heads for major corporations,
CREs are seriously committed to apply-
ing their extensive knowledge and re-
sources to craft real estate solutions of
measurable economic value to clients’
businesses. CREs assess the real estate
situation by gathering the facts behind
the issue, thoroughly analyzing the col-
lected data, and then recommending key
courses of action that best fit the client’s
goals and objectives. These real estate
professionals honor the confidentiality

and fiduciary responsibility of the client-
counselor relationship.

The extensive CRE network stays a
step ahead of the ever-changing real es-
tate industry by reflecting the diversity
of all providers of counseling services.
The membership includes industry ex-
perts from the corporate, legal, financial,
institutional, appraisal, academic, gov-
ernment, Wall Street, management, and
brokerage sectors. Once invited into
membership, CREs must adhere to a
strict Code of Ethics and Standards of
Professional Practice.

Users of Counseling Services

The demand continues to increase for ex-
pert counseling services in real estate
matters worldwide. Institutions, estates,
individuals, corporations and federal,
state and local governments have recog-
nized the necessity and value of a CRE's
objectivity in providing advice.

CREs service both domestic and for-
cign clients. Assignments have been ac-
cepted in Africa, Asia, the United King-
dom, the Caribbean, Central and South
America, Europe and the Middle East.
CREs have been instrumental in assist-
ing the Eastern European Real Property
Foundation create and develop private
sector, market-oriented real estate insti-
tutions in Central and Eastern Europe
and the Newly Independent States. As a
member of The Counselor organization,
CREs have the opportunity to travel and
share their expertise with real estate prac-
titioners from several developing coun-
tries including Poland, Hungary, Bul-
garia, Ukraine, Czech Republic, Slovak
Republic, and Russia as they build their
real estate businesses and develop stan-
dards of professional practice.

Only 1,100 practitioners throughout
the world carry the CRE Designation, de-
noting the highest recognition in the real
estate industry. With CRE members av-
eraging 20 vears of experience in the real
estate industry, individuals, institutions,
corporations, or government entities
should consider consulting with a CRE
to define and solve their complex real es-
tate problems or matters.




Professional Careers in Real Estate
begin at

VIRGINIA COMMONWEALTH UNIVERSITY’S
ScHooL OF BUSINESS

or over a quarter century, Virginia Common-
wealth University (VCU) has been a rich
resource for studies in Real Estate and Urban Land
Development as well as an exceptional source of highly
motivated, well educated students for real estate firms.

VCU’s Real Estate educational programs are
unsurpassed in variety and quality—we offer an
undergraduate major, a post-baccalaureate certificate,
an MBA with a concentration in Real Estate and Urban
Land Development (REULD) plus an MSB with a
concentration in Real Estate Valuation.

Students seeking a traditional MBA may concentrate
in REULD which prepares them to enter the fields of
corporate real estate, commercial mortgage lending,
commercial and industrial brokerage and leasing, and
investment analysis.

VCU otfers one of only two Appraisal Institute
approved graduate programs in the nation supervised
by an MAI/CRE. Students who choose a concentration
in Real Estate Valuation can satisfy nearly all of the
Appraisal Institute’s educational requirements.

Students’ in-class education is enhanced through
additional annual programs such as our highly
acclaimed "Emerging Trends in Real Estate” conference
and "Virginia Association of Realtors Distinguished
Lecturer Series.”

Significant financial support is available through
numerous scholarships. Our alumni are also strong
supporters through mentoring, scholarships, intern-
ships, and job placement.
&
For more information on the
VCU School of Business REULD programs, contact:

James H. Boykin, ’h.D., MAI, CRE

Virginia Commonwealth University

School of Business, P.O. Box 844000

Richmond, VA 23284-4000
(804) 828-1721; FAX (804) 828-0385
E-mail address: [ BOYKIN@BUSNET.BUS.VCU.EDU

Business

Virginia Commonwealth University




THE PRESIDENT SPEAKS

PuBLIic SEcTOR COUNSELING...

A COMPELLING

CRE ENVIRONMENT

Historically, the public sector has focused
increasingly on its real estate assets for the
purposes of preserving open space, gener-
ating and maximizing capital and profits
from the sale/joint-venture of under-
utilized and surplus assets and through
cost-effective debt financing. For vears, com-
munities have enlisted the support of real
estate consultants to render a wide range of
services; from litigation support
to quantitative and qualitative
supply and demand analysis;
from master planning to fee de-
velopment; from debt structur-
ing and restructuring to
dispositions, acquisitions, and
joint-ventures.

Today, the complexities and
linkages of the worldwide mar-
kets have necessitated an adjustment in the
courses of action that the public sector em-
ploys to outsource its real estate require-
ments. The theme is specialization in
tandem with the highest level of compe-
tency in the respective specialized area, in
order to accommodate the current and
emerging market-driven challenges placed
on communities.

The Counselors of Real Estate has never
been better positioned to address public sec-
tor requirements. Our members have

earned "top flight" advanced degrees in ar-
chitecture, business, urban planning, public
administration, and economics, among oth-
ers. More important, CREs are applying their
formal educational base with years of sea-
soned professional expertise to provide com-
munities with skilled due diligence services
and transactional implementation programs.
Complex changes in the domestic and glo-
bal financial markets have dictated that the
public sector retain market responsive exper-
tise to raise and package debt and equity and
initiate private/public partnerships. CREs
continue to be at the forefront of these en-
gagements and are recognized as "market
makers" and "market leaders.”

The articles in the current edition of Real
Estate Issues reflect some of the important
roles that CREs are playing in the public sec-
tor. A read-through of this issue will, no
doubt, validate why members of The Coun-
selors of Real Estate continue to be held in
the highest regard and serve as an incompa-
rable resource to the public sector.

-

Steven D. Leader, CRE
1998 President
The Counselors of Real Estate
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GOVERNMENTS SELECTIVELY PRIVATIZING

REAL ESTATE MANAGEMENT
Maura M. Cochran, CRE

Outsourcing of services has become a way of life in the
private sector. But to what extent has the public sector
decided to outsource or privatize real estate functions?
Have the results of outsourcing been satisfactory? To
answer these questions and more, American City and
County and MBIA & Associates Consulting/Bartram &
Cochran recently conducted a survey and interviewed
kev federal, state, and local government staff and ven-
dors. Here, the author presents key findings of the 1998
survey, as well as a comparison to a similar poll con-
ducted five vears ago by John Hentschel, CRE, (page 9).

9

PuBLIC SECTOR PERSPECTIVES REVISITED
John . Hentschel, CRE

In September 1993, The Counselors of Real Estate, in
cooperation with City & State Magazine, conducted and
published a "Government Real Estate Management
Survey" to ascertain the nature and extent of public sector
real estate policies and practices. Since then, the economy
has reversed, the stock market has boomed, and many
local governments which at the time were literally on the
brink, are now enjoying a healthy dose of fiscal prosperity
with many reporting surpluses and financial windfalls.
Here, the writer who authored the 1993 survey revisits
the topic, presenting commentary and opinions based
on anecdotal as well as empirical evidence.

15

AFFORDABLE HouSING THROUGH

NON-PROFIT/PRIVATE-PUBLIC PARTNERSHIPS
Rocky Tarantello, CRE, & John Seymour

The increase in demand for affordable housing and lim-
ited public funding has created a growing need for the
formation of non-profit/private-public partnerships.
The Southern California Housing Development Corpo-
ration is an extraordinary example of a private non-profit
corporation, which has successtully acquired and reha-
bilitated over 2,500 units. This article presents several
key prerequisites for a strong non-profit housing pro-
vider and possible sources for required debt and equity
capital to finance the "typical” affordable housing project.

18

UNDERSTANDING THE TAX BASE
CoNseQUENCES OF LocaL Economic
DEVELOPMENT PROGRAMS

Richard K. Gsottschneider, CRE

The purpose of this article is to discuss the concept of



tax base management from the perspective of a munici-
pality, and to illustrate how tax base management and
economic development can have conflicting goals in an
urban or suburban environment, unless properly man-
aged. For public sector officials, it is important to recog-
nize the potential for a conflict between two distinct, and
yet potentially overlapping areas of municipal concern,
and to establish procedures to achieve the proper bal-
ance in this regard.

23

FORGING A NEw PARTNERSHIP:
THE REAL ESTATE PROFESSIONAL AND

THE NoT-For-ProrIT WORLD
Richard S. Stanson,CRE, & Myra R. Karse

At the end of 1993, there were more than a million not-
for-profit organizations, all of which have one thing in
common: each would welcome increased income even
while finding it increasingly difficult to garner a larger
share of the public's dollars. One method is to foster real
estate gifts as an additional revenue stream. This article
discusses ways to successfully bridge the gap between
the not-for-profit world and the real estate professional.

27

PrivaTizinGg Topay's PusrLic HousING
Philip A. Hickman, CRE

This article 1). provides a national overview of the "pub-
lic housing business;” 2). summarizes the major struc-
tural changes resulting in the privatization of the
management and redevelopment of public housing; and
3). describes The Habitat Company’s redevelopment ex-
perience of a major public housing property in Chicago.
The "public housing business” is undergoing dramatic
changes and the time and talents of market-oriented real
estate professionals, especially CREs, are needed in this
process of community building.
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CREs & NoN-ProriTs: COUNSELING
DENOMINATIONAL & EDUCATIONAL
EnTITIES IN TODAY'Ss CHANGING

REAL ESTATE ENVIRONMENT
Frank |. Parker, CRE, & Alanna McKiernan

A number of significant non-profit organizations find
themselves in situations where their real estate assets
exceed their current obligations. As a result, they and
those who advise them, must take steps to rectify this
dilemma. This manuscript discusses the role of non-profit
institutions, highlighting some of the present conditions
facing them (in particular, denominational and educa-
tional entities). The authors detail some of the many
options available to non-profits regarding their real es-
tate requirements and how CREs can play an important
role in helping many of these institutions.

CONTRIBUTOR INFORMATION

Real Estate Issues publishes four times annually (Spring, Summer, Fall, Winter).
The journal reaches a lucrative segment of the real estate industry as well as
a representative cross section of professionals in related industries.

Subscribers to Real Estate Issues (REI) are primarily the owners, chairmen,
presidents, and vice presidents of real estate companies, financial corpora-
tions, property companies, banks, management companies, libraries, and RE-
ALTOR® boards throughout the country; professors and university personnel;
and professionals in S&Ls, insurance companies, and law firms.

Real Estate Issues is published for the benefit of the CRE (Counselor of Real
Estate) and other real estate professionals, planners, architects, developers,
economists, government personnel, lawyers, and accountants. It focuses on
providing up-to-date information on problems and topics in the field of real
estate.

REVIEW PROCESS

Readers are encouraged to submit their manuscripts to:

Real Estate Issues, ¢/o The Counselors of Real Estate, 430 North Michigan
Avenue, Chicago, Illinois 60611. All manuscripts are reviewed by three mem-
bers of the editorial board with the author’s name(s) kept anonymous. When
accepted, the manuscript and any recommended changes is returned to the
author for revision. If the manuscript is not accepted, the author is notified
b)‘ letter.

The policy of Real Estate Issues is not to accept articles that directly and
blatantly advertise, publicize, or promote the author or the author’s firm or
products. This policy is not intended to exclude any mention of the author,
his/her firm or their activities. Any such presentations however, should be as
general as possible, modest in tone, and interesting to a wide variety of read-
ers. Potential conflicts of interest between the publication of an article and its
advertising value should also be avoided.

Every effort will be made to notify the author on the acceptance or rejection
of the manuscript at the earliest possible date. Upon publication, copyright is
held by The Counselors of Real Estate (American Society of Real Estate Coun-
selors). The publisher will not refuse any reasonable request by the author for
permission to reproduce any of his/her contributions to the journal.

DEADLINES
See Editorial Calendar on page 48 for deadlines.

MANUSCRIPT/ILLUSTRATIONS PREPARATION

1. Manuscripts must be submitted on disk (along with hard copy) in IBM
or PC format only--Mac files cannot be accommodated: .txt (text) file for-
mat or Word for Windows 6.0. All submitted materials, including abstract,
text and notes, are to be double-spaced on one side only per sheet, with wide
margins. Number of manuscript pages is not to exceed 15. Submit five cop-
ies of the manuscript accompanied by a 50- to 100-word abstract and a brief
biographical statement. Computer-created charts/tables should be in sepa-
rate files from article text.

2. All notes, both citations and explanatory, are to be numbered consecutively
3. Ilustrations are to be considered as figures, numbered consecutively and
submitted in a form suitable for reproduction. (Camera-ready form, line screen
not to exceed 80 dots per inch-DPL) If higher DPI is warranted to show greater
image blends or contrast, illustrations must be computer-generated as PC
compatible using the following formats: QuarkXPress, PageMaker, Illustra-
tor, Photoshop, Corel Draw. Any other formats will not be accepted.

4. Number all tables consecutively. All tables are to have titles.

5. Whenever possible, include glossy photographs to clarify and enhance the
content in your article.

6. Article title should contain no more than six words including an active verb.

7. For uniformity and accuracy consistent with our editorial policy, refer to
the style rules in The Chicago Manual of Style.

THE BALLARD AWARD MANUSCRIPT SUBMISSION INFORMATION
The REI Editorial Board is accepting manuscripts in competition for the 1998
William S. Ballard Award. All articles published in REI during the 1998 calen-
dar year will be eligible for consideration, including member and non-mem-
ber authors. The $500 cash award and plaque is presented annually each spring,
during The Counselors' Midyear Meetings to the author(s) whose manuscript
best exemplifies the high standards of content maintained in the journal. The
recipient is selected by a three-person subcommittee comprised of members
of The Counselors of Real Estate. (The 1998 recipient will be honored at The
Counselors 1999 Midyear Meetings in Seattle.)
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EDITOR'S STATEMENT

and use has long been a key element of

public policy. Government continually

seeks to achieve a balance between eco-
nomic growth and quality of life, private devel-
opment and open space, revitalization of decay-
ing neighborhoods and wholesale class displace-
ment. Embarcadero Centerin San Francisco, Lin-
coln Centerin New York, the L’Enfant Plaza area
of Washington, D.C., Harborplace and Camden
Yards in Baltimore, and the new Denver airport are some of the better
known public policy achievements over the past 40 years.

The public sector spends billions of dollars annually in advisory fees
and consulting studies. The recent trend toward privatization repre-
sents an additional opportunity for real estate professionals of varying
disciplines to provide advice to public sector clients in areas such as
municipal finance, development, planning, economic feasibility, asset
disposition, and tax policy. The need for such services will increase in
the new Millennium as the world moves toward globalization.

In recognition of such phenomena, the Fall issue of Real Estate Issues is
dedicated to public sector counseling with articles ranging from tax
base management to public housing. You may find the first two
articles of particular interest as they reference each other.

In 1993, The Counselors of Real Estate and City & State Magazine
published a survey to determine the nature and extent of public sector
real estate policies and practices. In 1998, a similar poll has been
conducted, this time a joint-venture between MBIA & Associates
Consulting/Bartram & Cochran and American City and County. The
firstarticle in this issue by Maura Cochran, CRE, presents key findings
from the 1998 survey and compares them to the 1993 results. In the
next article, John Hentschel, CRE, author of the 1993 survey, presents
his interpretations of the comparisons based on anecdotal and empiri-
cal evidence.

Richard Marchitelli, CRE
Co-editor in chief
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(GOVERNMENTS
SELECTIVELY PRIVATIZING

REAL ESTATE MANAGEMENT

by Maura M. Cochran, CRE

ABOUT THE AUTHOR

Maura Cochran, CRE, SIOR, isa
principal of MBIA & Associates
Consulting [ Bartram & Cochran, a
national real estate consulting firm
based in Hartford, Connecticut, that
specializes in public | private sector
consulting.

utsourcing of services has become a way of life in the private

sector. But to what extent has the public sector decided to

outsource or privatize real estate functions?. . .What services
are better handled externally? . .. Are large or small firms the winners
of these contracts?. . . Have the results of outsourcing been satisfactory?
To determine these answers, American City and County and MBIA &
Associates Consulting /Bartram & Cochran recently conducted a sur-
vey and interviewed key federal, state, and local government staff and
vendors.

While a municipality’s real estate function is usually among its largest
sources of assets and costs, management of this area runs the gamut
from a highly centralized function to one that is largely ignored. Overall
however, appreciation for the importance of real estate — as well as the
need to carefully utilize both internal and external resources in its
management — appears to be increasing,.

Results of the survey, particularly when compared to a similar poll
conducted five years ago by John Hentschel, CRE, (see article page 9),
show that governments are bringing in-house the capability to handle
the regularly occurring, day-to-day real estate functions such as strate-
gic decision analysis and joint ventures. At the same time, many
governments continue to rely on external expertise where appropriate.

Highlights of the survey results include:

* Forty percent of the respondents said that the importance of the real
estate function had increased in the last year, compared with only six
percent who reported a decline.

* Sixty-six percent said that real estate management was centralized,
a structure that appears to allow for a better strategic focus.

Governments Selectively Privatizing Real Estate Management 1



* Only eight percent of the respondents reported
privatizing all or part of their real estate manage-
ment function in the last year.

* Services outsourced typically involved tasks that
were shorter in duration, where adding staff was
not justified.

The survey had 90 respondents representing some
of the largest cities in the country as well as some of
the smallest jurisdictions. Additionally, interviews
were conducted with 11 state agencies that had not
responded to the survey. Results were compared to
a similar 1993 poll conducted by City & State Maga-
zine and The Counselors of Real Estate - showing a
dramatic change in how services are handled over
that time.

Asseenin Figures 1 &2, thetrend toward outsourcing
continued in some areas. The sharpest changes over
the last five years were:

Figure 1
Services Outsourced by Local Government

1993 1998 Point Change
Construction Management 68% 24%  (44%)
Appraisal / Valuation 43% 12%  (31%)

Architectural &
Design Services 30% 8% (22%)

By contrast, there was a strong trend to bring the
following in-house:

Figure 2
Services Handled Internally by
Local Government
1993 1998 Point Change
Strategic Decision

Analysis 389 72%  (34%)
Loan Resolution 32% 55% (23%)
Joint Ventures 32% 50% (18%)
Sale / Disposition 73%  89% (6%)

Other changes over the last five years include:

* Funding availability was cited as the most im-
portant factor influencing real estate manage-
ment — by 53 percent of the respondents, com-
pared to 46 percent in 1993.

* Respondentsidentifving assetand facilities man-
agement as the most important factor increased
from nine percent to 24 percent.

* The importance of environmental preservation

o

identified as a major concern has fallen from 30
percent to 12 percent.

LOCAL GOVERNMENT HAS CHANGED
SELECTION PROCESS

Five years ago, a plurality of jurisdictions respond-
ing selected consultants from a list of pre-qualified
firms. In the chart labeled "Method of Selecting
Counselor of Real Estate" (located on the "Summary
of Survey Results,"” page 8), shows that municipalities
now look almost equally to advertised public bid,
sole source selection, and pre-qualified firms. Re-
spondents who were interviewed explained that
the biggest shift was that vendors who were on the
pre-qualified list have now become their service
providers.

This trend toward forming long-term relationships
with vendors is rooted in increasing efficiency. Not
only are the municipalities likely to obtain better
pricing, they are getting a shorter learning curve
from a better-prepared vendor.

WHAT THEY DON'T KNOW CAN HURT THEM
One surprise in the 1998 survey responses was the
frequent inability of respondents to provide infor-
mation on the value of real estate, the number and
types of property, annual leasing costs, or manage-
ment method. It goes without saying that someone
who does not even know the contents of the attic is
unable to evaluate how valuable they might be.
Nearly a third of respondents failed to provide an
estimate of their holdings or leasing costs.

STATE GOVERNMENTS ARE OUTSOURCING
THEDISPOSITION OF SURPLUS REALESTATE
Some states are realizing the value of their dormant
assets. One asset class being examined is former
mental health hospitals, now rendered obsolete by
dramatic treatment changes in the field. Many of
these hospitals have large campuses in strategically
placed areas. Three states that are have outsourced
the disposition of these facilities to real estate pro-
fessionalsare Massachusetts (completed), Connecti-
cut (underway), and New York (process starting).

Bud Cohen of the State of Connecticut Office of
Policy and Management (OPM) provided the fol-
lowing insight into the state’s outsourcing the pro-
cess. "Control of surplus facilities and land was
under the control of the Department of Public
Works (DPW). Their time frame was for short-
term use; there was no strategic plan. The state
therefore decided to create an Asset Management
Unit comprising staff from both DPW and the OPM.
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The work was divided so that OPM had oversight
ofinventorying and long-term planning while DPW
continued its role as property managers with day-
to-day control.

“The overall objective of the new committee was
disposition of surplus assets. This was part of the
overall plan to balance the budget. While the sale of
these assets would bring in some revenue (and
reduce the level of the state’s bond indebtedness),
the surplus assets are also expensive to mothball.
Operating expenses can run in the millions.”

The state decided to outsource this function be-
cause the knowledge base was specialized and the
need was short-term (one to two years). It did not
make sense to staff up for the assignment. A request
for proposal (RFP’) was sent to approximately 150
consultants and brokers. Because compensation
was to be strictly on an hourly fee basis, the finalists
were consultants that had no conflicts of interest.
The three chosen teams were a "Big 6" firm, a
regional company, and a local consulting practice.
Each was assigned different assets for disposition
based on each firm’s specialization. Compensation
is on a set hourly, not-to-exceed basis with no bonus
or incentive fees.

Nine months into the process the state’s experience
has been that the “Big 6” firm was slower to start,
due to the lengthy contract negotiations, but the
firm quickly gained speed. All three teams are now
on course, and the state is just starting to implement
its disposition plan as of this writing.

DEPARTMENT OF DEFENSE PRIVATIZES
FAMILY HOUSING

The federal government is undertaking the
privatization of family housing on military posts.
According to Standard & Poors’s Credit Week Mu-
nicipal, the Department of Defense (DOD) owns and
operates 300,000 units of family housing for use by
members of the U.S. armed forces and civilian
employees. The increasing obsolescence of existing
housing means that the DOD needs to replace or
renovate 60 percent of these units.

DOD is soliciting proposals for privatized military
family housing projects at the following bases:
Lackland Air Force Base, San Antonio, Texas; Camp
Pendelton, California; Fort Carson, Colorado
Springs, Colorado; Marine Logistics Base, Albany,
Georgia; Corpus Christi Naval Air Station, Corpus
Christi, Texas; and Everett Naval Station, Everett,
Washington. Fort Carson is the first base to go

Governments Selectively Privatizing Real Estate Management

through the process. The award was challenged in
contract court and is being re-bid.

The REPS generally require bidders to enter into a
ground lease for land currently owned by the DOD
and to either build new military housing or reha-
bilitate existing family housing. Selected vendors
will operate the projects as rental housing by leas-
ing the housing to service members and their fami-
lies. Vendors will pay the operating expenses of the
properties including utilities, administrative ex-
penses, repairs, and maintenance. It is uncertain if
the new owners will be required to pay real estate
taxes; this expense may vary from location tolocation.

Bidders may propose that DOD guarantee or pay
certain expenses of the transaction such as utility
expenses or debt prepayment in the event of base
closure or realignment. This is subject to negotia-
tion on a case-by-case basis.

GENERAL SERVICE ADMINISTRATION
HAS OUTSOURCING LEASE ACQUISITION
As part of the initiative to streamline the process
and trim government overhead and payroll, the
General Service Administration (GSA) has em-
barked on an ambitious initiative to outsource lease
acquisition and related services to the private sec-
tor. Given the vast amount of space that the federal
government leases, these are potentially very large
contracts.

The GSA wanted to hire large multi-disciplinary
firms that could handle the volume of business.
Bonus points were given to firms that brought in
minority subcontractors. The agency divided the
nation into four zones and chose two vendors in
each zone. Because some vendors won multiple
zones, a total of five firms were chosen. They in-
clude SSC, Equis, PM Realty, Crown Partnership,
and Amalang Partnership. Each firm won a three-
year contract with two one-year options. Fees are
based on a task-by-task basis; the contracts were
awarded six months ago. In some cases the vendors
will work on a contingency (brokerage) basis; other
assignments will be on an hourly (consultative)
basis.

Joe Delogu, vice president and director of Federal
SSC, provided the following insights. The territory
is the East Zone, which extends from Maine to the
North Carolina border and includes Puerto Rico
and the Virgin Islands. SSC has 20 full-time staff
in its government services group assigned to this
contract; they are joined by over 600 professionals



at Colliers in their assigned territory. At this point
the volume of work is not great. He attributes this to
the newness of the contract managers, and a low
degree of awareness at the working level. They are
having a series of presentations with key staff to get
the process geared up.

LESSONS LEARNED

The public sector varies widely in its approach to
outsourcing and privatization. In many cases with
the federal government, the rules are just becoming
established early in the entrepreneurial learning
curve. In some cases they are showing brilliance of
thought, only to hit the reality of contaminated sites
and functionally obsolete facilities.

In the survey-related follow-up interviews, offi-
cials at state governments appeared to succeed
when they centralized and introduced strategic
planning. In other states we could not find a person
or department that knew if the state had surplus
real estate. In these cases, officials have not identi-
fied real estate as an important asset class - a
prerequisite for outsourcing.

In terms of privatization, the need for specific ex-
pertise — rather than a decision to outsource all or a
substantial portion of the function—frequently dic-
tates the choice. Large and small “boutique” firms
regularly team up to win large assignments by
combining their areas of expertise to best serve the
client. This is particularly true in areas where an
“MWOB” - minority and/or woman-owned busi-
ness — received preference in the vendor selection.
In most instances, such a preference may represent
15 percent to 25 percent of the evaluation score.

The survey data indicate that outsourcing and
privatization in the public sector is a maturing
process—spearheaded by a growing appreciation of
the importance of managing real estate. State and
federal governments have started outsourcing large
contracts in the last few years. Leaders in the move-
ment toward building capabilities for ongoing func-
tions are the smaller states and agencies. At the
same time, these entities rely heavily onoutsourcing
for the expertise they need, particularly in the areas
where a more entrepreneurial and better-capital-
ized private sector can do the job. State and local
governments appear to have found that private
companies often have the resources, such as com-
puter technology or attractive financing , that the
municipality either does not have or cannot justify
for shorter-term horizons.

In conclusion, outsourcing and privatization in the
public sector has been a process that has come up
from the grass roots of local government and has
matured. State and Federal governments have just
started large contract outsourcing in the last few
years. While the jury is still out, there is a great deal
of enthusiasm among those who are using this
mechanism to procure services that are better done
by the more entrepreneurial, and in many cases
better capitalized, private sector.

(Fora summary of the survey responses see pages 6-9 that
follow.) .,
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Survey of Real Estate Management
in the Public Sector

D T O R R T T S Y B R R T T« B T T
Results

Sponsored by American City & County and
MBIA & Associates Consulting, Inc./Bartram & Cochran

According to the spring 1998 survey, while a municipality's real estate function is usually among
its largest source of assets and costs, the management of this area runs the gamut from a highly
centralized function to one that is largely ignored. Overall, however, appreciation for the impor-
tance of real estate — as well as the need to carefully utilize both internal and external resources
in its managemet — appears to be increasing.

Results of the survey, particularly when compared to a similar poll conducted five vears ago, show
that governments are bringing in-house the capability to handle the regularly occurring, day-to-
day real estate functions such as strategic decision analysis and joint ventures. At the same time,
many respondents continue to rely on external expertise where appropriate.

Highlights of the survey findings include:

% 40% of respondents said the importance of the real estate function had increased in the last
vear, compared with only 6% who reported a decline.

< 60% said real estate management was centralized, a structure that appears to allow for better
strategic focus.

< Only 8% of respondents reported privatizing cither all or part of their real estate management
function in the last vear.

% Services outsourced typically involve tasks that are shorter in duration, where adding staff was
not justified.

(percentages expressed throughout based on number of responses)

Profile of Respondents

Number of Respondents 83

Average Market Value of Real Estate Owned by Municipality $97,696,170
Breakdown of Jurisdictions Responding Respondent Organizations
(Average Population: 146,631)
Percent
70 - — =
60 - T
- 50 + — SR —
city 400 H—\ 20) — B N
Village/ ' | 30— ‘ B
Township 20— 1
86% Urban County 3% 10 . | ] | _
No Answer 10% 0 :I:-: . ; ]
State/State Agency 1% CUED GFOA ICMA ULl  National
League
B Member ® Attend Conferences | Of Cities
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Survey Highlights

Types of rveal estate owned or leased (expressed in number of properties)

Business /industrial park 33 Recreational facility 1,306
Civic center 35 Residential 934
Historic property 46 School 37
Hospital 47 Specialized facility 554
Office space 150 Stadium/sports complex 63
Public building 451 Warehouse /storage 166
Public parking 167 Other 167

Factors influencing real estate function

* This chart compares results from this survey with a similar poll taken five years earlier.

Importance of Real Estate Issues
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Most important factor for selecting purchaser of disposed property

Best proposal/
use for community
19%

Highest price offered
30%

Equal weight to both
51%

Eminent domain actions during last fiscal year

Average number of properties acquired 6.

jioe]

Foreclosure actions during last fiscal year

Average number of buildings 2

Economic development initiatives available (move than one answer possible)

Parking Subsidies [

Site Assemblage [
Own/Operate Business/Industrial Park
Small Business Incubator [

Land Subsidy, etc. |

52% 54% 56% 58% 60% 62% 64% 66% 68% 70% 72%

Importance of types of development

Transit-Related |y
Airport [

Office

Retail

Industrial

Parks & Recreation

Community [z
Affordable Housing ==

0% 5% 10% 15% 20% 25% 30% 35%
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Method of selecting Counselor of Real Estate (CRE)

ho f Choosin nsel

Sole Source Selection of a Firm/
- ol S vt
Individual p——0u

Solicitation of Proposals from |-
Prequalified Firm

4

Advertised Public Competitive Bid

Not Applicable

0% 5% 10% 15% 20% 25% 30%

Conclusions

The survey data indicate that outsourcing and privatization in the public sector are a gradually
maturing process — spearheaded by a growing appreciation for the importance of managing real
estate. State and federal governments have started large contract outsourcing in the last few years.
Government at smaller levels seems to have led the way in building capabilities for ongoing functions.
At the same time, these smaller governments rely heavily on outsourcing for the expertise they need,
particularly in areas where a more entreprencurial and better-capitalized private sector can do the job.
State and local governments appear to have found that private companies often have the resources,
such as computer technology or attractive financing, that the municipality either does not have or
cannot justify for shorter-term horizons.

Mawra M. Cochran, CRE, SIOR, supervised the polling and analyzed the vesults of this survey. She is a
principal of MBIA & Associates Consulting, Inc./Bartram & Cochran. It is a national real estate
consulting firm based in Hartford, Conn., with a branch office in Philadelphia, that specializes in
public/private sector consulting.

The mission of MBLA & Associates is to strengthen the public and not-for-profit sectors, in both domestic
and international markets. MBIA & Associates provides management-consulting services to institutions
of higher education, state and local governments and international clients. MBIA Inc., through its
subsidiaries, is the world’s preeminent financial guarantor and a leading provider of specialized finan-
cial services. MBIA provides innovative and cost-effective products and services that meet the credit
enhancement, financial and investment needs of its public and private clients, domestically and interna-
tionally. Please visit MBIA’s web site at http://www.mbia.com.

MBIA & Associates Consulting, Inc./Bartram & Cochran
64 Pratt Street

Hartford, CT 06103

(203) 860-549-5000

(203) 860-525-5700 (fax)
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PUBLIC SECTOR
PERSPECTIVES REVISITED

by John |. Hentschel, CRE

ABOUT THE AUTHOR

John Hentschel, CRE, is founder
and president of Hentschel Real Es-
tate Services, and The Millennium
Group, both Baltimore-based firms
which advise public sector execu-
tives when making organizational,
operational, and capital investment
decisions involving real estate and
economic/community development
matters. (Continued on page 14)

Public Sector Perspectives Revisited

n September, 1993, The Counselors of Real Estate, in cooperation

with City & State, a state and local government trade periodical,

published a survey of public sector real estate policies and practices
which was authored by this writer.

Since then, the economy has reversed, the stock market has boomed, and
many local governments (which at that time were literally on the brink),
now enjoy a healthy dose of fiscal prosperity with many reporting
surpluses and financial windfalls.

Has time and changing economic conditions significantly altered the

& )
perspectives, policies, and procedures of public sector real estate prac-
titioners?

In this article, the writer presents commentary and opinions on the topic
based on anecdotal evidence from his personal experience as a public
sector counselor, as well as empirical evidence based on a review of the
results of an update to The Counselor’s 1993 survey, this time conducted
by MBIA Associates Consulting Inc./Bartram & Cochran in conjunction
with another government trade publication, American City and County.

SURVEY RESULTS - A COMPARISON

While it is difficult to assess the level of respondents who participated
in both surveys, the data suggests that responses to each were skewed
in favor of local governments (73 percent in 1993 versus 86 percent in
1998). A higher percentage of respondents (66 percent compared to 35
percent previously) now report that real estate activities are a central-
ized versus decentralized function. Together with other factors ob-
served from the survey data, this trend connotes a heightened aware-
ness of real estate’s potential to impact a local government'’s operating
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budget performance. It is probably also a reflection
of the downsizing which resulted from the period
of fiscal austerity experienced by local governments
earlier in the decade.

Information regarding the types of services per-
formed (and whether by in-house staff or private
contractors) were generally consistent with the 1993
results in most categories, as illustrated in Exhibit 1.

Both surveys asked respondents to indicate (in
separate questions) if the services listed were being
performed by government employees or were
outsourced. In-house and outsourced responses for
each survey year were totaled in an effort to calcu-
late the percentage of responding jurisdictions which
performed the function.

The overwhelming propensity to buy, sell, and
operate real property using government employees
rather than private contractors is evident from the
data. While in many instances it is a logical decision

considering the on-going nature and extent of gov-
ernment real estate activity, it may also be as much
attributable to established staffing patterns pro-
tected by merit or civil service systems, and/or a
remnant of an antiquated political patronage prac-
tice (especially with regard to building operation
and maintenance). Only six percent of respondents
in 1998 reported that building operation and man-
agement was outsourced. Although theoretically,
economies of scale and lower costs should ensue
when large-scale, multiple building owners self-
manage portfolios of geographically clustered prop-
erties with internal staff, the writer has observed
that such is not always the result in public sector
settings. Obtuse management and accounting prac-
tices, together with rigid procurement and budget-
ary systems, can often elevate operating costs above
those of privately owned and managed structures.

While management information systems capable of
tracking utilization and expenses on a per building
(versus lump sum) basis, operating in tandem with

Exhibit 1
Services In-house vs. Qutsourced
% Respondents % Respondents Total of Respondents
Performing In-house | Outsourcing In-house + Outsourced

1993 1998 1993 1998 1993 1998
Building Management 86% 949 8% 6% 94% 102%
Property Inventories 89% 98% 11% 2% 100% 100%
Sales/Dispositions 73% 95% 8% 5% 81% 100%
Leasing 68% 79% 11% 11% 79% 100%
Market Research 32% 37% 27% 53% 59% 90%
Loan Resolution 32% 55% 3% 37% 35% 92%
Joint Ventures 32% 57% 3% 11% 35% 68%
Construction Management  68% 42% 35% 51% 103% 93%
Appraisal[Valuation 43% 12% 78% 69Y% 121% 81%
Purchases|Acquisition 86% 84% 24% 16% 110% 100%
Site Assemblage 73% 78% 5% 12% 78% 90%
Dev. Feasibility Analysis ~ 57% 38% 38% 51% 95% 89%
H&B Use Analysis 57% 41% 27% 50% 84% 91%
Strategic Decision Analysis 38% 77% 5% 13% 43% 90%
Architectural/Design 30% 8% 62% 76% 92% 84%

Adaptive Reuse not avail.  61% | not avail. not avail. not avail.  not avail.

Planning not avail.  81% | not avail. 9% not avail.  not avail.

Tax Appeal Defense not avail. ~ 67% | not avail. 23% not avail.  not avail.
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Exhibit 2

Property Disposition Methods

1993 %

Rank| Responding
Solicitation of Proposals 1 62%
Sealed Bid 2 59%
Public Auction 3 46%
Ground Leases 4 43%
Advertising/Sales by Staff 5 32%
Joint Venture 6 22%
Listing w/Real Estate Broker 7 8%
Private Real Estate Practitioner 7 8%

1998 o

Rank Responding
Solicitation of Proposals 1 97%
Advertising & Sales 2 96%
Sealed Bid 3 95%
Ground Leases 3 95%
Private Real Estate Practitioner 4 94%
Public Auction 5 91%
Listing w/Real Estate Broker 5 91%
Joint Venture 6 83%

uniform accounting methods compatible with those
used in the private sector is essential to meaningful
performance comparisons; often the motivationand
incentive to carry out such comparisons are absent.

Although property acquisition was performed in-
ternally by 84 percent of current respondents versus
86 percent in 1993, the number of properties ac-
quired averaged a paltry 6.8 per year. Although an
obvious candidate for outsourcing with so few
acquisitions, hopefully staftf responsibilities were
diversified to include other tasks. Unfortunately,
neither survey measured the number of in-house
real estate employees or the scope of their activities.

As in 1993, sales and leasing activities seldom ap-
pear to be outsourced, a finding bolstered by re-
sponses presented in Exhibit 2. While significantly
exceeding the percentage levels reported in 1993,
the rankings are generally consistent with the prior
survey,dominated by activities typically conducted
by in-house staff.

Responses concerning the preparation of Develop-
ment Feasibility and Highest and Best Use Analyses
indicate a reversal from 1993 results to a function
which is now predominantly outsourced by re-
spondents. The reported incidence of strategic deci-
sion analyses, (i.e. the evaluation and comparison
of the net present benefits from alternative courses
of action), has doubled since 1993, with most re-
spondents opting to perform the task internally.
Joint-ventureactivity has doubled the level reported
in 1993 to a response total of 68 percent (an activity
performed almost exclusively in-house according
to the survey). However, joint-ventures are ranked

Public Sector Perspectives Revisited

last not only in the services performed category, but
as a preferred disposition method as well. This
seems incongruous when capital scarcity is the
most significant real estate issue reported in both
the 1993 and 1998 surveys (see Exhibit 3). Such
apparent reluctance to employ joint-venture struc-
tures may reflect legislative or organizational pro-
hibitions against equity holdings in general or such
enterprises in particular, or a fear that such arrange-
ments may present an appearance of impropriety.

The 1998 survey notes a higher incidence of market
research activities, suggesting that government of-
ficials are becoming more concerned about the
marketability of prospective ventures in which they
choose to participate than in the past. While the
increase in reported loan resolution activities may
be the result of a higher loan default ratio, it may
also represent a heightened propensity by govern-
mentagencies to seek recovery and restitution when
defaults occur, or merely reflect a respondent pool
that could have been more active in the lending
arena than those in the previous survey.

Each survey asked respondents to rank a list of real
estate issues in their order of significance to the
jurisdiction. Respondents had the ability to specify
additional issues not contained within the pre-
printed selections. Asset and Facility Management
has leaped from a rank of fourth in 1993, to a tie as
the leading issue in terms of significance reported
by this year’s respondents. Although recreation
and parks was a very low priority in 1993 (ranked
next to last in most significant issues and third
among those reported as least significant) it has
emerged as the other leading category in 1998. Its
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Exhibit 3

Importance of Types of Development

1993 | % Response 1998 % Response

Rank| #lor#2 Rank #1 or#2
Type of Development
Industrial Development 1 76% Recreation & Parks 1 64%
Community Development 2 71% Affordable Housing 2 58%
Affordable Housing 3 55% Community Development 3 56%
Transit Oriented Development 4 8% Industrial Development 4 51%
Recreation & Parks 5 7% Airport 3] 31%
Airport 6 0% Transit Oriented Development 6 28%
Significance of Real Estate Issues (1993)
Factors Influencing Real Estate Function (1998)

1993 | % Respond 1998 % Respond

Rank| Above Avg. Rank Above Avg.
Capital Constraints 1 89% Capital Constraints 1 81%
Environment Preservation 2 69% Asset/Facility Management 1 81%
Lack of Reuse Strategies 3 55% Lack of Land Restricting Growth 2 44%
Asset/Facility Management 4 50% Environmental Preservation 3 38%
Restricting Growth b 46% Ouversupply of Distressed Prop. 4 36%
Restrictive Federal Funding 6 43% Lack of Reuse Strategies 5 19%
Oversupply of Distressed Prop. 7 36%
Economic Development Initiatives
Category 1993 % 1998 %

Rank| Responding Rank Responding
Tax Abatement 1 49% Parking Subsidies 1 70%
Infrastructure Contribution 1 49% Site Assemblage il 69%
Tax Increment Financing 2 43% Own/Operate Business Parks 2 65%
Site Assemblage 2 43% Land Subsidies 3 59%
Land Subsidies 3 30% Small Business Incubators 3 59%
Cron/Operate Business/Ind. Pks. 4 24% Tax Abatements 4 59%
Loans to Business Developers 5 19% Rent Occupancy Cost Subsidies 5 53%
Enterprise Zone Tax Credits 5 19% Infrastructure Contribution 5 53%
Parking Subsidies 6 14% Tax Incentive Financing 6 50%
Home Mortgages 7 11% Enterprise Zone/Tax Credits 74 46%
Small Business Incubators 7 11% Loans to Business/Developers 8 35%
Venture Capital-Seed Funding 8 8% Home Mortgages 9 30%
Rent/Occupancy Cost Subsidies 9 5% Venture Capital/Seed Funding 10 25%

Training Subsidies 11 23%
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significance is bolstered by its ranking as lastamong
those issues indicated by respondents as being least
important. The reason for this substantial change is
unclear from the data. Also notable among this
year’s results is the decline by almost half of those
respondents listing environmental preservation as
their number one or number two significant issue.
The responses for community development, af-
fordable housing, and airport development were
consistent with those reported in 1993.

The responses to Transit Oriented Development as
a significant issue in both 1993 and 1998 surveys are
puzzling. Traffic congestion and suburban sprawl
plague many metropolitan areas and are each hot
issues among the planning community. “Smart
Growth” initiatives which propose to direct new
growth to areas of existing development, are prolif-
erating in many areas of the country. Nonetheless,
transit-oriented development remains at the bot-
tom of the list of issues considered to be most
significant and high on the list of those issues
considered least significant. This may be attribut-
able to the characteristics of those jurisdictions re-
sponding or the specific responsibilities of the per-
sonnel who completed the survey.

In terms of economic development initiatives, park-
ing subsidies have emerged with the largest gain
since 1993, increasing from a near bottom rank of 14
percent to a virtual tie with site assemblage as the
top ranked initiative with a 70 percent response.
While this may again be a reflection of the character-
istics of the respondents (jurisdictions as well as
personnel) it may also demonstrate an escalating
competition to capture jobs and revenues between
Central Business Districts and suburban business,
shopping, and entertainment centers, each of which
offer ample amounts of convenient, free parking.
Other categories posting large gains as preferred
economic development incentives include rent/
occupancy subsidies, the operation of small busi-
ness incubator facilities, and the number of jurisdic-
tions which own and operate business/industrial
parks. Although not totally conclusive, the
ascendance of these incentive categories suggests
that, since private capital is currently plentiful,
local governments may be shifting focus away from
initiatives designed to produce new buildings to-
ward those encouraging and supporting job cre-
ation or retention.

ANECDOTAL EXAMPLES

Supplementing the empirical evidence represented
by the survey update is the writer’s anecdotal

Public Sector Perspectives Revisited

observations that public officials and executives
are experiencing a genuine epiphany regarding the
deployment of public real estate assets.

For example, in August 1995, the Maryland Secre-
tary of Transportation assembled a Real Estate Ad-
visory Group (REAG). The group was composed of
distinguished Maryland real estate practitioners
among which included this writer and Mahlon
“Sandy” Apgar, CRE, who served as the group’s
chairman. Working closely with senior manage-
ment of each of the Maryland Department of
Transportation’s (MDOT) Modal Administra-
tions (e.g. Port, Highway, Aviation, Motor Vehicle,
and Mass Transit, as well as the Toll Authority), the
REAG was charged with:

1. Redefining therole of real estate within MDOT’s
mission;

2. Recommending property utilization practices
which encouraged the strategic deployment of
MDOT assets to create economic development
opportunities;

3. Formulatingcriteriaand methods to be employed
in the evaluation of public capital investments.

After one year of deliberations, REAG published its

report. Among its recommendations were:

* Procedures to enhance public sector real estate
management practices;

* An outline for the creation and maintenance of a
viable real property management information
system;

* An on-going, systematic process to periodically
assess the utility of MDOT’s portfolio of more
than 7,000 properties;

* A redefinition of the concept and methods of
computing the value of MDOT'’s real estate as-
sets in use and as part of economic development
initiatives.

Subsequent to chairman Apgar’s testimony before
the Governor and his cabinet, MDOT Secretary
Winstead established a central real estate unit in his
office to coordinate implementation of the REAG
recommendations and the utilization of MDOT
property within each Modal Administration. Dur-
ing a recent presentation to REAG members, Secre-
tary Winstead presented numerous tangible ex-
amplesillustrating MDOT’s assimilation and imple-
mentation of REAG’s recommendations.

A product of the REAG process, the Mass Transit
Administration has recently solicited the services
of a private real estate advisor for a multi-year



contract to assist in the evaluation and structure of
transit-oriented development opportunities em-
ploying MTA real estate assets.

Other examples of this trend in the writer’s market
area include Baltimore City Community College’s
current solicitation for real estate advisory services
to guide its structuring of a development agree-
ment concerning a parcel overlooking Baltimore’s
Inner Harbor, as well as Baltimore Development
Corporation’s recent decision to engage a private
firm to market and manage all of the business and
industrial parks and properties under the control of
this city’s economic development agency.

CONCLUSION

Empirical and anecdotal evidence clearly indicates
that the public sector has become more aware of,
sensitive to, and sophisticated about its real estate
activities than in the past.

When buying, selling, or operating property, gov-
ernment executives still exhibit a “do it yourself”
proclivity according to the survey, occasionally
soliciting a little help from their friends in the
private sector.

While capital to fund real estate projects is generally
reported to be ample in private sector surveys, its
dearth apparently continues to plague public ex-
ecutives enough to sustain its ranking as the most
significant real estate issue identified. This may,
however, be partly the result of a political budget-
ary process which is constrained by an inherent
reluctance to raise taxes which might incite con-
stituent anger or trigger local employers to search
for greener pastures. Capital scarcity may also be a
response to the elevated risks associated with eco-
nomic and community development projects that
typically require government, as lender/investor
of lastresort, to fund those gaps conventional sources
are unable or unwilling to fill. The response may
also reflect the public sector’s incessant desire to
satisfy constituent service demands and fund area
economic expansion, both of which fuel a voracious
appetite for capital. Counselors capable of devising
creative funding mechanisms to satisfy this hunger
will always find a welcome seat at the table of a
grateful host who will never be full!

The ascent of asset and facility management to the
pinnacle of significant real estate issues reported is
an important step on the path toward the public
sector’s respect for and understanding of real estate
as an asset class.
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Counselors who can be tolerant of and patient with
the idiosyncrasies of bureaucracy, (including ar-
cane competitive bidding and equal opportunity
contracting processes); those who can effectively
communicate the benefits of outsourcing; and those
who can be as adept at practicing the art of states-
manship as they are the craft of real estate, should
anticipate an expanding market for their services
within the publicsectoras the millennium unfolds. |
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n less than five years, the Southern California Housing Develop-

ment Corporation (SCHDC) of Rancho Cucamonga, California, has

accomplished something extraordinary. Without the benefit of ini-
tial seed capital and structured as a private non-profit 501C(3) corpora-
tion, SCHDC has acquired and rehabilitated close to 2,500 rental hous-
ing units with a current approximate market value of over $100 million
and approximately $40 million in equity. What makes this accomplish-
ment even more remarkable is that 60 percent of the units qualify as low
to moderate income affordable housing and all were acquired through
a series of public/ private partnerships. Since this kind of success breeds
success, SCHDC expects to replicate their success throughout the
nation by acquiring and rehabilitating 750-1,000 additional units per
year into the foreseeable future.

THE GROWING NEED FOR COUNSELING

Public agencies frequently engage the services of real estate counselors
to assess affordable housing needs, evaluate housing market condi-
tions, analyze joint-venture proposals and financial projections, or
make a variety of other recommendations regarding the potential
success of the public/ private venture. Prior project failures have caused
understandable skepticism, as many have become gang controlled,
drug infested slums. Few have truly flourished and succeeded. Hence,
limited public funds must be invested wisely as demand for affordable
housing swells. Current estimates peg the nation’s supply of affordable
housing units at 9.4 million, down from 10.3 million in the last decade,
according to the U.S. Housing & Urban Development Department
(HUD). Yet as early as 1990, HUD estimated that 12.5 million renter
households were in need of affordable rentals, 5.4 million of these
paying 50 percent or more of their annual income for rent. The subsi-
dized Section 8 Federal program has provided a mere 1.25 million units,
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840,000 of which are under Housing Assistance
Programs all scheduled to expire by the year 2003.
The estimated cost to renew these subsidies is $16
billion, while the total current budget for all HUD
programs is $24.2 billion. By rough approximation,
atleast two-to-three million affordable housing units
are currently needed in addition to those already
available. The recent success of SCHDC strongly
suggests that real estate counselors can greatly as-
sist their housing agency clients by seeking out
viable non-profits and applying many of the same
principles systematically employed by SCHDC.

NON-PROFITS AND LOCAL GOVERNMENTS
ARE NATURAL PARTNERS

For-profit real estate developers and investors are
understandably motivated by the profit incentive.
They tend to favor new construction over riskier
rehabilitation projects and market rate rental hous-
ing versus low to moderate income rentals. Unfor-
tunately, this frequently results in a misalignment
of objectives with local governments. Local govern-
ments’ primary incentives are preservation of exist-
ing housing stock and neighborhood revitalization,
resulting in reduced costs for required public ser-
vices (fire, police, etc.), and increased housing op-
portunities in the low to moderate income range.

Through non-profit/local government partnerships,
local governments contribute debt or equity capital
and the non-profit contributes management exper-
tise and operating experience in the acquisition and
development of affordable housing along with
significant neighborhood revitalization benefits. The
advantage of these revitalization projects are that
they tend to be politically viable, avoid local resi-
dentresistance, maintain the existing housing stock,
and accomplish these objectives at substantially
lower costs. For example, a typical new construc-
tion affordable housing project in Southern Califor-
nia may cost $110,000 to $150,000 per unit while the
typical revitalization project should fall in the
$50,000-$75,000 per unit range. The typical partner-
ship also provides for operating profits to be rein-
vested in the project rather than paid out as invest-
ment returns as in a typical for-profit project. Con-
sequently, non-profit/local government partner-
ships provide an excellent vehicle for creating and
maintaining affordable housing.

At present, most affordable housing programs have
been fostered at either the federal or state level.
However, it is local government which best under-
stands the needs of local constituents and com-
munity development objectives. For this reason,
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Public agencies frequently engage the
services of real estate counselors to assess
affordable housing needs, evaluate housing
market conditions, analyze joint-venture
proposals and financial projections, or
make a variety of other recommendations
regarding the potential success of the pub-
lic/private venture. Prior project failures
have caused understandable skepticism;
few have truly flourished and succeeded.

despite existing federal, state, and local govern-
ment cooperative programs, more affordable hous-
ing funds need to be shifted from federal and state
programs, to the local level.

SOURCES FOR DEBT AND EQUITY CAPITAL
At present, there are several possible sources for
required debt and equity capital which local gov-
ernments may assist in procuring to finance the
"typical” non-profit/local government affordable
housing project. At Southern California Housing
Development Corporation, each of the following
sources has been employed at one time or another
depending upon the unique circumstances of each
individual project, the local political climate, and
the community in which it is located:

1. Local Economic Development and Housing Set
Aside Funds - these are Redevelopment Funds
representing direct investment equity dollars;

2. Tax Exempt Bonds - provides first mortgage
financing at 200 basis points or more below
conventional mortgage rates for qualifying non-
profit organizations;

3. Local Community Development Block Grants
Funds (CDBG) - federal funds that can provide
direct equity investment or pre-development
expenditures;

4. Federal HOME funds - providing local govern-
ment housing funds that for the most part are
"without strings,” but require compliance with
Federal Davis-Bacon labor laws which could
increase construction costs by 10 percent to 15
percent;

5. Federal Reserve Bank AHP Grants - directequity
investment funds restricted to low-income units
only;

6. Low Income Housing Tax Credits (LIHTC) -
provide private investor yields of 12 percent -16
percent and therefore encourages direct equity
investments in non-profit affordable housing
projects; and
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7. Community Reinvestment Act (CRA) Loans -
providing both conventional first and second
mortgage loans underwritten with less stringent
underwriting guidelines and offering more fa-
vorable mortgage rates.

Political will and commitment to neighborhood
revitalization play an intregal role in which, if any,
of the above resources will be available. In ex-
change for local political support and investment
capital assistance, the non-profit housing pro-
vider assumes all responsibility for planning,
development, construction, marketing, lease-up,
and ongoing management. "Tight" operating and
maintenance agreements protect the financial inter-
ests of the city while net operating cash flows are
returned to the city and the property reserve fund
accounts for on-going maintenance and capital im-
provements.

Equally importantisamufual commitment to mixed-
income projects with a mix of market rate and
affordable units, which more accurately reflect the
true demographics of the neighborhood without
the typical stigma of low-income housing. This
generally requires that 40-60 percent of the units are
available exclusively at market rental rates.

NEED FOR A STRONG AND EXPERIENCED
NON-PROFIT

Through the years, most non-profit housing pro-
viders have completed only one or a few selected
and usually small- to medium-sized projects. Fre-
quently sponsored by local community groups,
churches or other existing non-profit entities, most
of these organizations have huge hearts, but lack
the professional development and management
experience required to successfully undertake one,
much less several affordable housing projects.
Hence, despite the non-profit status, a profession-
ally strong organization is required to carry out
each of the following requisites:

research and acquisitions;
construction and project development;
finance, accounting, and funds control;
property management;

general administration; and

resident assistance social programs

o Wl L3 B £

Not only must the organization be committed to
"financially” sound projects, but must also be com-
mitted to improve the overall quality of life for its
residents. The organizational objectives of a non-
profit should go beyond safe, clean, and affordable

Affordable Housing Through Non-Profit/Private-Public Partnerships

housing. In the case of SCHDC, a separate 501C(3)
Private Foundation, Hope through Housing, was
established to deliver and fund social programs
within its rental communities. By surveying resi-
dents at each of its locations, the foundation selec-
tively provides child care, job training, after school
tutoring, computer rooms, health fairs, senior ac-
tivities, summer camps, and other programs tai-
lored to the specific needs of each community and
its residents. Hence, the non-profit partner must be
an experienced and competent real estate company
with the capacity and desire to provide a host of
traditionally unrelated social services, ultimately
resulting in greater tenant satisfaction, retention,
and stabilized operating cash flows.

STRICT UNDERWRITING AND SELECTION
ARE THE KEY

Since the typical non-profit/local government ven-
ture intends to hold the property into perpetuity,
the underwriting guidelines necessary to insure
long-term viability are strict. A problem property
can not simply be disposed of, as the case would be
with a for-profit entity. We suggest the following
guidelines as a minimum:

1. A minimum project size of 100 units in order to
insure cost effective operations and manage-
ment;

2. 1.15 minimum debt service coverage ratio;

3. $2,800-$3,200/unit annual maintenance allow-
ance;

4. meticulous accounting for adequate reserves for
replacement;

5. all rehab design and construction to be com-
pleted with a 30-year life expectancy; and

6. adequate property management fees to ensure
close supervision and strong tenant relations.

Affordable rental housing failures are generally
caused by inadequate financing, poor construc-
tion, or poor management. The SCHDC under-
writing philosophy is predicated on the desire to
provide a quality mixed-income rental commu-
nity that is financially strong, excellently man-
aged, well maintained, secure, and responsive to
tenant needs. This cannot be accomplished every-
where, in all cases. But it can be accomplished in
most communities with a strong desire to clean
up their deteriorating neighborhoods and revi-
talize older housing; the willingness to provide
adequate funding; and the commitment to part-
ner with only those who are objectively aligned
with the needs of their community and the ability to
doitright.
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t is generally accepted by economic development professionals

and municipal officials that new real estate development will not

only enhance the economic base of the community, but that it will
also expand the tax base. The purpose of this article is to show that this
is not always the case, and that new developments, if not properly
planned, can in aggregate have a negative impact on the tax base. A
recent case study prepared for Concord, New Hampshire, is used to
illustrate some of the main points discussed herein.

Economic development traditionally focuses on such things as job
generation, the provision of affordable housing, and the creation of
retail centers. Tax base expansion focuses primarily on maintaining
and enhancing real estate values within the municipality. In the
author’s professional experience, based upon working with cities and
towns throughout the United States, municipalities tend to pursue
economic development with almost a religious fervor, and often do
not think strategically about the overall real estate impacts of their
economic development initiatives. Yet, the existing tax base in almost
every municipality throughout the United States is an important
source of revenue for funding municipal and school expenditures.

For public sector officials it is important to recognize the potential for
a conflict between these two distinct, yet overlapping areas of public
policy, and to establish procedures to achieve the proper balance in
this regard. For real estate investors it is important to recognize when
public policy is not fully cognizant of the impact of its actions on the
real estate market, because of the potential negative impact on prop-
erty values. This article concludes with a series of recommendations
for municipal officials to help them ensure that economic develop-
ment projects in their community truly do enhance the local tax base.
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THE CONFLICT: HOW DOES IT OCCUR?

The conflict between economic development and
tax base expansion can occur in one or more of the
following ways:

New Development Detracts From an Existing
Component of the Tax Base

Many forms of new development can detract
from the existing tax base. Some examples include
anew shopping center which has a negative impact
on business and vacancy rates downtown; a new
prison which creates a negative impact on an adja-
cent residential neighborhood; and a large subsi-
dized housing project which adversely impacts
market rate rental housing values. Naturally, not all
new development within a community will have a
negative impact, but these are three examples of the
types of projects which can. Municipal officials
need to be cognizant of the potential for negative
impacts, and if they still decide to proceed with the
development, to establish procedures for mitigat-
ing these impacts.

Zoning Does Not Properly Protect Existing Values
Zoning is the tool by which most municipalities
establish and maintain certain land uses. Generally,
zoning is relatively restrictive, except in certain
cases where problems can occur. The two most
frequent problems the author has encountered are
in the typical office/industrial zone and at the edge
of two incompatible zones. Within an office /indus-
trial zone, property values can vary substantially.
Suburban office buildings typically cost $90 to $110
per square foot, while light industrial and ware-
house buildings cost around $30 per square foot.
Also, parking, lighting, and landscaping require-
ments vary substantially. Why communities mix
these uses in the same zone is not clear, but it is akin
to allowing a mobile home park in the middle of an
exclusive single-family residential community. The
addition of an industrial building into an area of
established office buildings will have a negative
impact on the value of the office buildings.

The second type of conflict can occur when an
industrial park is developed adjacent to a residen-
tial neighborhood without an adequate buffer, or a
shopping center generates increased traffic through
an existing residential or commercial area.

An Inordinate Emphasis is Placed on New
Development

Many municipalities seem to forget about their
existing tax base and infrastructure. Older neigh-
borhoods, shopping centers, and industrial areas

are allowed to "exist," but public policy and funding
is directed to new development or possibly down-
town revitalization. Yet even if these new develop-
ments are extremely successful, they seldom con-
tribute more than one or two percent to the tax base.
Meanwhile, the existing tax base in the rest of the
municipality declines.

The purpose of these three examples is to illustrate
some ways in which a municipality can pursue new
developmentat onelocationand inadvertently cause
property values to decline at another location. The
following case study for Concord, New Hamp-
shire, which was prepared by the author, illustrates
these points more fully.

CASE STUDY: CONCORD, NH

Concord, the capital city of New Hampshire, has an
estimated population of 39,000. The city is located
in the central part of the state and has excellent
regional highway access. The Merrimack River runs
through Concord, but because of highway loca-
tions, the city is largely cut off from access to the
river. Although total land area in Concord exceeds
41,000 acres, only a small portion of it is developed.

Concord is in the enviable position of having added
over 2.8 million square feet of new commercial and
industrial development in the last 12 years. The
total assessment in the city, however, declined from
$1.9 to $1.5 billion, or 19 percent, since 1990 (Figure
1). Part of this decline is attributable to the recession
at the beginning of the decade. Although real estate
markets have recovered throughout much of New
Hampshire since 1990, Concord’s real estate values
have languished. Today Concord has one of the
highest tax rates in the state.

Figure 1:
City of Concord, NH
Real Growth in Assessment from 1978
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Sourca: RKG Assocatss, Inc. and City of Concord Assessor
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To help address the question of why, the city was
divided into 10 sub-districts which were then evalu-
ated for performance trends using the tax assessors
data base (which fortunately was fully automated).
Residential, retail, industrial, and office property
trends, along with zoning and existing land uses,
were then compared within each sub-district. The
findings from this analysis were as follows:

* New Retail Development Had Been a Mixed
Blessing: Retail values were relatively high in
the major development corridors, but the assess-
ment data indicates that older retail areas, in and
around the downtown, were losing value as a
result of additional competition. Alternate uses
have not been found for these declining areas.

* Commercial Encroachment Into Residential
Neighborhoods Had Created Use and Value Con-
flicts: Commercial and industrial encroachment
into residential neighborhoods was having a
negative impact on residential property values.
Since residential property represented 57 per-
cent of the municipal tax base, the overall impact
on assessed values was sizeable.

* Office Development Was Not Properly Segre-

gated From Light Industrial/Warehouse Uses:

Current zoning allowed office and industrial
property to be mixed in the same zones. The
result was that developers were building low-
end office space because of uncertainty over
long-term values, so the city was not realizing
the full value potential from office development
within the community.

* Office Development Was Not a High Priority
Despite Its Tax Base Benefit: Concord, being the
state capital and having an excellent regional
location, has strong office market potential. How-
ever the city had not developed a first class office
park, despite the fact that in percentage terms
office development utilized a relatively small
land area which creates the highest tax base yield
(Figure 2).

*  Residential Development Was Not Balanced:
Residential development over the years was not
balanced between affordable, middle income
and upper-end housing. For example, recent
attempts to build an upper-end, empty nester
golf course community were thwarted by envi-
ronmentalists, while affordable rental housing
projects proliferate and have adversely impacted
the value of market rate rentals as well as for-sale
properties.

* No Adaptive Reuse Strategy Existed: The city
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placed an excessive emphasis on preserving and
reusing older buildings. The city had over one
million square feet of vacancy in older buildings
whichare physically, functionally, and economi-
cally obsolete, and which in many cases occu-
pied prime real estate. These vacant buildings
had a negative affect on adjacent properties, yet
the city had noreal plan to work with developers
to recycle or demolish these properties. Also,
since these properties were zoned for office us-
age, and were empty, the city incorrectly as-
sumed no office market existed.

The net result of this analysis showed that while
substantial new growth had occurred in Concord, it
had often been to the detriment of existing property
values. The city also lacked a long-term strategic
focus for managing its tax base and did not fully
understand the linkage between tax base manage-
ment and economic development.

RECOMMENDATIONS FOR BALANCING
ECONOMIC DEVELOPMENT AND TAX
BASE EXPANSION

The experience of Concord, New Hampshire, is
typical of other municipalities across the United
States. Well-intentioned efforts to bolsterlocal econo-
mies often have unintended negative consequences
on some portion of the tax base. Also, state and
federal policies and actions, such as the location of
a new highway, can have both positive and nega-
tive impacts on local real estate markets. Within this
context, as well as local politics, the economic de-
velopment professional must function.

The following recommendations are offered to
municipalities seeking to not only pursue economic
development but also to maximize the tax base
benefit from these initiatives.

* Monitor Land Uses and Tax Base Contributions-
From a strategic perspective it is important to
understand not only how land is being utilized
within a community, but also the respective
contribution of different types of land uses to the
tax base. For example, in Concord residential
properties represented 57 percent of the assess-
ment in the city, and residential values were
declining faster than the city could add new
commercial and industrial tax base. It became
readily apparent that a neighborhood revitaliza-
tion strategy was almost more important than
building another industrial park.

* Ewvaluate Impacts of New Projects - Politicians
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Figure 2
City of Concord, NH
Analysis of Land Utilization &
Contribution to Real Estate Assessment
Land Uses % of % of
Acres Assessment

Residential 32% 57%
Industrial 2% 6%
Retail 1% 13%
Office 2% 11%
Other Improved

Property 7% 10%
Unimproved

Property 56% 3%

TOTAL 100% 100%
Source: RKG Associates, Inc. and City of Concord Assessor

and economic development professionals often
assume that a new project, such as a shopping
center, is good for the community at large as well
as the taxbase. While this may be true, it may also
be true that the market cannot support a new
center without having an adverse impact on
either the downtown or existing older centers.
As a result the community may gain tax base in
one location, only to see values decline in an-
other.

Monitor Real Estate Markets - It isimportant for
economic development professionals to monitor
all real estate markets in their community, and to
initiate actions to maintain the viability of these
markets.

Do Not Compete With the Private Sector - Many
municipalities develop industrial parks and sell
the land at or below cost to attract new employ-
ment. This concept often makes sense in areas of
dire economic need, but does not make sense in
a healthy economy and vibrant real estate mar-
ket. In the case of Concord, NH, the public sector
was marketing office /industrial land for around
$25,000 per acre when the private sector was
trying to sell similar land at up to $50,000 per
acre. Yes, the lower priced land helped attract
some tenants, but it also reduced the real estate
value of the private sector’s property.

Separate Office and Industrial Uses Where
Possible - Office and light industrial uses are
typically included in the same zone in most

municipalities, however office buildings often
cost three times more than industrial build-
ings to build. This type of value disparity
among uses does not benefit the tax base any-
more than mixing subsidized housing and
single-family homes in the same neighborhood.
Also office parks require a more comprehensive
set of design standards and guidelines to remain
viable, similar to an upscale residential commu-
nity.

Utilize Incentives - Traditionally municipalities
utilize incentives to attract businesses to create
jobs, and it works. Why not use incentives to
enhance the real estate asset, such as a zoning
density bonus for good design? Commercial and
industrial tax abatements are not recommended
because they can mushroom out of control, and
ultimately can place too much of a burden on
residential property.

Include the Tax Assessor in the Economic Devel-
opment Process - In most municipalities, the
economic development function is managed by
an economic development department (or au-
thority) and there is usually a strong working
relationship with the Department of Public
Works. The tax assessor is seldom consulted, but
in the author’s opinion, should be an integral
part of the team.

Establish Design Standards - Design standards
can help a community derive the maximum tax
base benefit from a project. Little things, like a
brick facade on an industrial building, rather
than cinder block or corrugated steel, can make
an important difference in the value of the build-
ing and in the overall image this project repre-
sents to the entire community.

Buffer Potentially Incompatible Uses - Many
communities experience conflicts between in-
dustrial and residential zones or commercial
and residential areas. These conflicts may arise
from traffic, noise, or simply a gradual encroach-
ment as properties are converted (via a variance)
from one use to the other. For example, in Con-
cord single-family residential properties adja-
cent to the downtown have been converting to
multi-family or office usage. The land use and
parking requirements of these various uses are
different, which can cause conflicts and an ulti-
mate loss in property values. Where possible
clear buffers and boundaries should be estab-
lished.

Understanding the Tax Base Consequences of Local Economic Development Programs 21



In summary, the concept of tax base management is
really one of asset management and is particularly
important in states where municipalities derive
much of their revenue from their real estate assess-
ments. To underscore this point, it was demon-
strated to city officials in Concord that a five per-
cent overall increase in the assessed value of exist-
ing property would have the same impact on the tax
rate as the addition of two million square feet of
new industrial property or one million square feet
of new office/R&D development, both of which are
likely to take 15 or more years to realize.

In addition to being responsible for managing the
tax base, a community should also be responsible
for helping to ensure economic prosperity for its
citizens. These two goals can be in conflict unless a
long-term view is taken regarding public policy
actions, and if the impacts of alternate development
actions and programs and priorities are not care-
fully evaluated. In the author’s experience, good
tax base management will lead to even better eco-
nomic development because investors and busi-
nesses will want to be in your community. Instead
of offering incentives to attract business, they will
be willing to pay to come to your community be-
cause it is a good place to live, work, shop, and
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eal estate needs to change and grow to remain competitive in

today’s fluid economy. As professionals, we must remain open

to change in order to grow with the times. We need to face the
realities of fiscal conservatism, corporate downsizing, and demands for
increased levels of services. These realities are issues to be dealt with by
everyone in the business world, and the not-for-profit sector is facing
those same realities. Not-for-profit organizations, ranging in size from
small neighborhood churches to immense foundations, virtually all
operate under Internal Revenue Service Section 501 C(3) or related tax
exempt sections of the Code. At the end of 1993 there were more than a
million such entities in existence, with more coming on line in each
ensuing year. Fund- raising from a variety of sources is the lifeblood of
the majority of these charitable endeavors. Using real estate as a funding
medium has been, by and large, overlooked, misunderstood, and feared
by most charities. Real estate professionals have added to the problem
by mystifying what they do, how they do it, and how they charge for
their services.

There are many charities across this country with widely varying
missions, but they all have one thing in common: each would welcome
expanded income but is finding it increasingly difficult to garner a
larger share of the public’s dollars. Of course, it is easier for many
charities with broad appeal like the American Red Cross or single
disease groups such as the American Cancer Society, because of their
size and wide-spread visibility. However, even when a charity is less
well known, there are ways to augment its cash flow. One method is to
foster real estate gifts as an additional revenue stream.

For many charities, real estate has traditionally been a bugaboo. Occa-
sionally a property may come in via a bequest, taking a charity by
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surprise. A quick decision to accept or decline usu-
ally must be made. More frequently than not, the
property is declined because the organization feels
it is safer not to accept it. A charity may be afraid of
making a mistake that might have an adverse effect
on its image and the work it does. Often, real estate
gifts are misunderstood, do not represent immedi-
ate cash flow, and require expertise that is not
immediately available. Also, a charity may have
held real estate in portfolio for so long - with no
attention having been paid to it or without any
efforts having been made to dispose of it - that it
thinks it cannot benefit from further real estate. In
either case, the perception is that property does not
work for their organization.

FACTORS INFLUENCING REAL ESTATE
SUCCESS IN CHARITIES

The Executive Director - to build an organiza-
tional commitment to the value of real estate to an
organization, the executive director and the staff
members need to be in an acceptance mode. It is
important that the organization speak with one
voice when dealing with potential donors. The
entire staff needs knowledge and awareness of real
estate’s value to the organization to answer basic
donor questions. All too often, fund-raisers tend to
have a parochial view of the world. They are deeply
committed to raising money and sometimes may
become locked into a particular pattern of fund-
raising, perhaps special events or direct campaigns.
They need to be convinced of the value of expand-
ing their fiscal horizons.

The Board of Directors or Trustees - boards of
directors also need to understand and support the
commitment to real estate as a function of fund-
raising. The board needs to understand the impor-
tance of having a system in place that can act
quickly onreal estate transactions. Since most boards
of charities meet on a quarterly basis (or even less
frequently), an Oversight Committee should be
appointed to act on behalf of the board. The board
should also pass a stock motion with liberal author-
ity attached to it as well as resolutions authorizing
the Oversight Committee to act.

A Coherent Gift Acceptance Policy - of prime
importance is an organizational gift acceptance
policy. The board, the executive director, the
charity’s planned giving officer (if appropriate) and
outside consultant(s) should determine what types
of properties are or are not acceptable. They should
also determine procedures to follow during the
acceptance process. Examples of non-acceptable
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properties include heavily mortgaged real estate,
remote land, or environmentally impaired parcels.
This policy, as well as policies and procedures
addressing managing/operating real property if
necessary, should be ratified by the board and in
place before serious consideration of a real estate
program for the charity. Certain facts must be con-
firmed: the environmental status of the property is
not adverse to the charity; the title to the property is
clear and without blemish; and the physical condi-
tion of the property is as advertised when the donor
presented the donation possibility.

The Finance Department - within most charities
it is the finance departments (skilled as they are in
managing difficult cash flow and phantom finan-
cial sources), who are often unaware of the poten-
tial value of real estate to their organization. Yet itis
most often the finance department that keeps the
important real estate records and documents, and
that is receiver of income and expenses for property
held by the charity. An educational training pro-
gram for finance department employees can enable
them to flag real estate activities and costs in order
to monitor properties held to determine which might
need to be reviewed to keep the portfolio producing
income.

PROGRAM MANAGEMENT:

VOLUNTEER OR PROFESSIONAL?

In many charities it is a common practice to use
volunteers. The work done by volunteers would be
unaffordable to most charities if they had to pay for
it. Volunteer help is universally accepted as the
least expensive way of administering many pro-
grams and activities. Volunteers used in a real
estate program would likely be board members or
volunteers who are real estate brokers. They may be
called on to handle the sale of donated property at
reduced or no commissions. The real estate may or
may not be in the volunteer’s area of expertise or
locale. However, as time passes without the prop-
erty selling or leasing, the level of interest by the
volunteer could tend to wane. Understandably, the
volunteer’s paying clients would receive primary
attention.

Sometimes volunteer assistance can backfire on an
organization, as in “The Case of the Inattention of a
Normally Attentive Person.” In the early 1970s, a
widowed donor bequeathed her home in an up-
scale area of a city to a charity along with a life estate
interest for the woman’s minister and his wife. In
1992, when the last user of the property died, it
became a donated asset. Although the house was
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quite old and not in good condition, the land was
very valuable for a new structure. An appraisal for
nearly $3,000,000 was obtained and the house was
placed on the market for that amount with a local
real estate broker. The client’s Asset Management
Committee placed the burden of managing the
transaction on its chair, a skilled industrial execu-
tive. Within a month, a cash offer for $2,450,000,
with a quick closing, was received. For some un-
known reason, the chair sat on the offer. Perhaps he
hoped the buyer would make a higher offer, or was
just plain too busy. Whatever the reason, he waited
to make a counter offer. Then, after four weeks of
delay by the client/seller, the offer was withdrawn
and the $2,450,000 disappeared. The residential real
estate market then went into a slump due to an
economic downturn. Six months later, a consult-
ant was brought in, interviewed real estate bro-
kers, got a multitude of comparable sales figures,
and eventually was able to sell the property for
$1,700,000. This is an example of what can happen
when volunteers are unreliable at a critical time in
a transaction.

THE ROLE OF THE PROFESSIONAL
ADVISOR

The first question for an organization to consider
when seeking help is which type of professional
would be best suited to help the not-for-profit meet
its fund-raising needs in a practical and cost-effec-
tive manner. There are several possibilities avail-
able and each offers specific functions. As real
estate generalists with comprehensive real estate
backgrounds, Counselors make impeccable advi-
sors to not-for-profit organizations. Most have spent
time in brokerage, property management, mort-
gage banking, and/or appraisal.

The advisor to a not-for-profit should be broadly
experienced in order to handle all types of prob-
lems with enough knowledge to complete an as-
signment expeditiously and economically. Mem-
bers of a professional organization, such as The
Counselors of Real Estate, would practice with
strict adherence to a code of ethics, including prohi-
bition against actual or perceived conflicts of inter-
est. A real estate consultant, then, should be willing
to work for a charity on a fixed-fee basis, either
hourly or by the job. Although contingent fee ar-
rangements are not prohibited, a greater degree of
caution regarding conflicts of interest is called for.
Inany event, the Counselor would always place the
interests of the client first and foremost in any
advice provided, regardless of the method of com-
pensation.

The first question for an organization
to consider when seeking help is

which type of professional would be best
suited to help the not-for-profit meet its
fund-raising needs in a practical and
cost-effective manner. There are several
possibilities available and each offers
specific functions. As real estate
generalists with comprehensive

real estate backgrounds,

Counselors of Real Estate (CREs)

make impeccable advisors to
not-for-profit organizations.

A real estate broker can and should be used for the
marketing and completion of a project, especially if
the work to be done is a straightforward disposition
of a parcel of real estate. The advantage of using this
professional is that he/she could come from a vari-
ety of specialties such as residential sales; commer-
cial and industrial sales and leasing; farm land
brokerage; or retail leasing. Of particular impor-
tance is that the broker has local knowledge. The
charity would have the option of choosing between
a number of individuals with the proper creden-
tials, allowing the organization to use the best source
for a sale or a lease. The duration of employment of
the commissioned broker is as long as the listing
length on the particular property. If either the char-
ity itself or the broker was not happy with the
progress being made, at the expiration of the listing
the charity could choose not to extend the listing
contract or the broker could withdraw.

One great advantage of an arrangement with a
commissioned real estate broker is flexibility for the
charity. Another is that payment does not have to be
made until the transaction is complete. In the case of
a charity acquiring real estate for its own use, the
commission would be paid by the lessor or seller,
therefore the organization would have no out-of-
pocket expense.

The real estate appraiser is the real estate profes-
sional that a charity might want or need to use
regularly. It is always necessary that the donor
obtain an appraisal report by a designated member
in good standing of one of the appraisal institutes in
the U.S. In fact, this is a requirement of the Internal
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Revenue Service in order for the donor to be able to
deduct the gift from his federal income taxes. The
donor must provide an appraisal that has been
done within 90 days of the date of the gift. There is
arequirement that the charity file an IRS Form 8282
within the first two years of the acceptance of a real
property donation if the property sells for less than
the donated value.

Often, the donor has no idea whom to hire as an
appraiser of the property to be donated. Most attor-
neys, accountants, or trust bankers have a list of
qualified appraisers, but the recipient organization
may have to provide names to the donor. Real estate
appraisers are as widely specialized as brokers and
must be chosen with care and a view to the type of
property and use of the appraisal.

TAKING CARE OF DONORS/CLIENTS

Even if the nature of one’s practice is to serve
charities, one is likely to encounter individual do-
nors. If that donor desires to give real estate, some
precautions are in order. First, as previously stated,
for any property worth over $5,000, a recognized
and certified appraiser must complete an appraisal.
If the charity is one the donor has been closely
involved with, he/she can speak to the charity
directly. If not, this is an area where the professional
can make a difference in negotiations between char-
ity and donor, having the facts ready, preparing the
property for the gift, and helping to determine the
timing of the gift.

Having some control over the appraisal is very
important. If the charity takes in a property valued
in excess of $5,000, it has two years to sell the real
estate at the appraisal or higher. If it is sold for less
than the appraisal within that two years, the charity
must file an IRS 8282 form, and the donor stands a
chance of his/her tax return for the year the prop-
erty was donated becoming open for review. This is
especially dangerous if the selling price is more
than 10 percent lower than the appraisal. The issue
here is that the charity does not want to either
inconvenience or anger a donor because that fund-
ing source might be willing to give again. However,
the charity can only receive property as an uncondi-
tional gift and has the right to do with the property
as it sees fit. In this fact lies the dichotomy. The way
to relieve the donor is to negotiate with the charity
of the donor’s choice, or find a charity that will
accept his property.

SECONDARY DIRECTIONS FOR EXPANSION
Any not-for-profit attempting to expand its real
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estate presence will need a consultant who can offer
a training and education presence, as well as the
aforementioned skills. Financial departments and
fund-raising staff will need training that will allow
them to be comfortable with overseeing property
portfolios; executive directors will need coaching
so they can direct their boards and boards of direc-
tors will also need enlightenment, and some tute-
lage, in order to make wise decisions. This creates a
new niche, one that will assist in reshaping real
estate’s role in the marketplace.

Being prepared to assist any not-for-profit is a ser-
vice that a real estate professional should not give
away for free. Doing so will not offer the charities in
a Counselor's community the long-term solution
for accepting real estate. The service that the chari-
ties need is a professional real estate advisor who
can offer counsel just as an accountant or lawyer
would, with payment for services rendered.
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Privatizing Today’s Public Housing

his manuscript provides an overview of some of the major

structural changes occurring in the public housing business as

illustrated by the HOPE VI Program and utilizes the redevelop-
ment of the Henry Horner Homes in Chicago as a case study.

NATIONAL OVERVIEW

Although Public Housing Authorities (PHA) are local in nature, they
are a creature of Congress’ authorizing legislation — the Housing Act
of 1937. Currently 3,400 public housing authorities own and manage
about 1.2 million housing units and administer over 1.2 million
Section 8 certificates and vouchers for rental of privately owned apart-
ments by low income households.

PHAs are typically governed by a Board of Commissioners appointed
by the mayor or chief executive officer of the governing jurisdiction,
whether it be a village, city, or county. Some PHAs have fewer than 250
units while others have several thousand. The largest PHA is New York
City with over 140,000 units. The U.S. Department of Housing and
Urban Development (HUD) has oversight responsibility for housing
authorities and it provides the capital funds for the development of new
public housing; capital funds for modernization; and an operating
subsidy since, in most all cases, the monthly rental income is insufficient
to pay the operating expenses. In Fiscal Year (FY) 1998, Congress
provides PHAs $2.5 billion for capital grants and $2.9 billion for
operating subsidies. The national budget for the Section 8 (vouchers
and project-based) program is $9.3 billion.

The quality and effectiveness of PHA's property management varies
widely from city to city. HUD's system of evaluating a housing
authority's management each year is referred to as the Public Housing
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Management Assessment Program (PHMAP).
PHAs that receive a PHMAP Score over 90 points
are considered “high performers” and those receiv-
ing under 60 points are considered “troubled.” The
most recent PHMAP Scores for 1996 ranked 83
PHAs below the threshold score of 60. These
“troubled” PHAs range in size and location. The
largest are Puerto Rico with over 57,000 units and
the Chicago Housing Authority (CHA) with over
40,000 units. The small city category with “troubled”
scores includes Washington, DC, and Ann Arbor,
Michigan. Just as size and locations vary, there are
usually multiple reasons for the poor condition of
the housing. The common denominator is that the
housing authority communities suffer from func-
tional and/or economic obsolescence.

The 83 PHAs on the troubled list represent less than
three percent of the total number of housing au-
thorities but represent about 10 percent of the total
PHA housing stock.

The typical PHA provides much needed affordable
housing for families and for seniors in their com-
munity. The image of public housing is influenced
by some of the large city “housing projects” of
dubious notoriety. For example, a few years ago at
a conference in Florida attended by housing offi-
cials throughout the country, a housing authority
director from Virginia indicated their city’s cable
company telecasts Chicago’s WGN-TV program-
ming and the image of public housing in his city
was strongly influenced by the images of shootings,
gang activity, and frequentsocial problems reported
by WGN at the CHA'’s Cabrini-Green in Chicago.
Even though his PHA had no high-rise public hous-
ing, and no major problems, he reported the public
perception of public housing in his city was that his
properties experienced problems similar to those
that WGN reported at Cabrini-Green.

This image vs. reality scenario often influences
national policy toward public housing. Jack Kemp,
the HUD Secretary under President Bush, did not
want to deal with the high level of distress at the
worst properties by demolishing them and stated
publicly that, “he did not want to be known as the
Secretary of Demolition.” As a result of this policy,
many functionally and economically obsolete build-
ings were allowed to stand.

With the changes of administration in 1992, Presi-
dent Clinton’s first Secretary of HUD was Henry
Cisneros, the former Mayor of San Antonio. Secre-
tary Cisneros’ attitude towards these distressed
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properties was more aggressive in favor of demoli-
tion. He was instrumental in establishing and
strongly supporting the current demolition policy.
Under his administration, the goal was to demolish
100,000 of the worst public housing units. A pro-
gram, titled Hope IV, was created to deal with the
largest and worst public housing properties. The
program involves the private sector in an effort to
bring accountability to the public housing program.

THE HOPE VI PROGRAM FORCES
STRUCTURAL CHANGES TO THE SYSTEM
The fundamental goals of the Hope VI public hous-
ing transformation (as quoted from the program guide-
lines) are to:

1. Change the physical shape of public housing,
including substantial rehabilitation and/or de-
molishing severely distressed housing. To re-
place it with units that blend with the sur-
rounding neighborhoods and are attractive and
marketable.

2. Achieve resident self-sufficiency and provide
comprehensive services that enable residents to
move into employment and self-sufficiency.

3. Achieve quality management and improve the
quality of life for residents by ending the social
and economic isolation of public housing resi-
dents.

4. Promote home ownership and as broad an in-

come mix as possible.

Promote partnering with local agencies, govern-

ments, non-profits, and private businesses to

leverage resources, jobs, and attract businesses
to the community.

=

The FY 1998 funding for the Hope VI Program is
$550 million and since its creation in 1993, over $ 2.5
billion has been allocated to the Hope VI Program.
The FY 1999 Hope VI budget is expected to be $600
million.

Hope VI funding has been awarded to cities with
massive distressed housing including: Newark,
New Jersey, and Chicago, and to smaller cities such
as New Orleans and Chester, Pennsylvania. Many
cities have been slow to complete the necessary
planning and begin to utilize the funds. In cases
where agencies lack development capacity, HUD
has required the use of “program managers and/or
a private developer” to assist the PHAs with the
planning and implementation of the revitalization
plans in their respective communities. The PHA
funds are directed to a private developer (in some
cases these are community based non-profits)
who own and manage the property under a new
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development method referred to as “mixed fi-
nance.” Usually the program manager and/or de-
veloper is made up of a team of people including
architects, engineers, planners, tax credit syndica-
tors, lenders, developers, property managers/ap-
praisers and, yes, even Counselors of Real Estate
(CREs).

BUILDING SUSTAINABLE COMMUNITIES
Building a “sustainable community” is the key to
revitalizing public housing. This involves the con-
struction of quality housing and building resident
capacity for long-term self-sufficiency. The living
unit, by necessity, needs to be of good quality;
however people just don’t buy or rent a house, they
also buy a community, which is a collection of
services and amenities. Key components of any
viable community are public services such as
schools, parks, libraries, day care centers, and pub-
lic safety. The Hope VI Program recognizes that
building community must involve the local mu-
nicipality and other local institutions. For example,
in one city, the local junior college has coordinated
with the PHA to provide computers, computer
training, and a network system for their residents.
All of this recognizes that the ultimate goal is to
enhance residents’ lives and create family self-suf-
ficiency. A concerted effort is necessary to improve
residents’ basic education and job training skills.
Simultaneously, it is necessary to end the isolation
and concentration of very low income people.

MIXED INCOME COMMUNITIES

Private Development and Management

The basic premise of the new HUD program is that
a mixed income residency is necessary and basic to
the long-term viability and sustainability of com-
munities. If nothing else, over the last 50 years, we
have learned that the concentration and isolation of
large numbers of very low income families, in high
density, high-rise buildings, does not provide the
environment or opportunity for families to build
self-sufficiency.

Private companies have been involved in the devel-
opment and management of low and moderate
income housing longer than housing authorities.
Congress and HUD recognize the experience and
abilities of the private sector and are utilizing them
to bring about greater professionalism and account-
ability to the public housing program. For example,
PHAs in Indianapolis, Houston, and Philadelphia
are privatizing ownership of units. PHAs in Miami,
Puerto Rico, and Chicago have hired private prop-
erty management firms to manage some or all of

Privatizing Today's Public Housing

Building a “sustainable community”

is the key to revitalizing public housing.
This involves the construction of

quality housing and the building resident
capacity for long-term self-sufficiency. The
living unit, by necessity, needs to be of
good quality; however people just

don’t buy or rent a house, they also

buy a community, which is a

collection of services and amenities.

Key components of any viable
community are public services

such as schools, parks, libraries,

day care centers, and public safety.

their properties. Chicago currently has over 16,000
units under private management. These properties
include both family and senior housing,.

THE CHICAGO CASE STUDY

Building a New Community

Inaddition to the private opportunities for develop-
ment and management of public housing, in certain
situations, federal courts have appointed receivers
to operate or manage some or all of the agency
functions. Two recent examples are in Kansas City
and Chicago. In Kansas City a private company is
the court-appointed receiver to operate and admin-
ister all the business affairs of the PHA. In Chicago,
the federal court has appointed a receiver for the
CHA'’s development of all non-elderly public hous-
ing. Private development firms have also been hired
by PHAs to develop housing using public housing
funds in cities such as Detroit, Boston, San Fran-
cisco, and Atlanta.

Daniel Levin and The Habitat Company were ap-
pointed as receiver for the Chicago Housing
Authority’s non-elderly development programs in
1987. Since that time the firm has developed or has
under construction over 2,300 housing units lo-
cated in 47 different community areas of the City of
Chicago. This development includes both tradi-
tional “scattered site” units, with an average den-
sity of less than four units per site, and the major
redevelopment of large properties such as Henry
Horner Homes, which originally contained 1776
apartments. The redevelopment and construction
of replacement units at Henry Horner Homes is the
topic of the following case study.
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Henry Horner Homes is planned to be redeveloped
in five phases. The first phase involves the demoli-
tion of 466 units in five elevator buildings, located
on two super blocks, totaling approximately 10
acres. Phase two involves the demolition of two, 16-
story high-rise buildings with a total of 285 units on
approximately six acres. Approximately 75 new
town homes and a park will be constructed back on
the original site of these high rises. (Photo 1)

Photo 1

A high rise before relocation and demolition

The “Before” Conditions

The family elevator high-rise and mid-rise build-
ings at Henry Horner were the subject of Alex
Kolovitz’'s book, There Are No Children Here. (Oprah
Winfrey starred in the movie of the same title). The
Chicago Housing Authority is reported to have
some of the worst housing stock in the country, and
Henry Horner Homes was some of the worst of the
worst.

Public disinvestment at Henry Horner, along
with gang activity, and active drug dealing, led
many residents to “vote with their feet” by aban-
doning their apartments and leaving the area. These
same conditions led to private disinvestment in the
adjacent neighborhood, and the abandonment of
private property. The result — derelict buildings
and vacant lots with abandoned cars, and extensive
fly dumping of debris — fed a downward cycle of
conditions fitting the label of intercity neglect.

The “After” - Community Building Process
Henry Horner has the advantage of close prox-
imity to downtown Chicago and the United Center.
The demolition of the Chicago Stadium and the
construction of the United Center, (home of the
Chicago Bulls and the Blackhawks), was the first
substantial private investment in the neighborhood
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in over 50 years. Ownership of the United Center in
cooperation with Near West Development Corpo-
ration, a strong local neighborhood group, and the
active support of the City administration all com-
bined to rebuild a new community on the near west
side of Chicago. The redevelopment also involved
close coordination with the Horner Resident Com-
mittee, (and their consultants), and local non-profit
alliances with contractors which were required in a
Consent Decree approved by the Federal Court.

MIXED INCOME TENANCY/PRIVATE
MANAGEMENT

The Horner Consent Decree requires CHA to hire a
private property manager for both the existing prop-
erty and the new replacement housing.

Inaddition, the court mandated the new housing be
rented to families with mixed incomes — 50 percent
must have incomes from 50 percent to 80 percent of
area median incomes (working families) and 50
percent with incomes under 50 percent of the area
median income (AMI).

In this case, a working family of four has an annual
income in the range of $25,000 to $42,000. The
typical very low income CHA family has an income
about 10 percent of AMI. (Photo 2)

THE PHYSICAL PLAN

The Habitat Company planned the redevelopment
of Henry Horner Homes, utilizing the same basic
principles of a high quality residential community:
good site planning, defensible space, low life cycle
costs, attractive design, quality construction, and
amenities to attract and hold quality residents.

Inaddition to the construction of 200 new townhouse
units back on the former high rise site, the plan
provides for construction of 266 additional units

Photo 2

Superblock under construction (200 new town homes)
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within an eight-block radius of the super block site.
[t was necessary to acquire 130 vacant lots within
the immediate neighborhood for the replacement
housing. These lots were acquired on the open
market and from the City of Chicago. The total
development budget for Phase I is $55 million or
approximately $118,000 per unit for a three + bed-
room unit. Phase II is funded with $18 million.

As in the development of any new community, a
new name was selected for the area, in a collabora-
tive effort lead by the neighborhood group, but also
involving the resident committee, CHA, and Habi-
tat. As a result, “Westhaven” was selected as the
name for the broader community. Hence Henry
Horner Homes is no longer used to describe the
former public housing area.

Site Planning

The site plan provides for the restoration of the
street grid typical of the adjacent neighborhoods.
Itis popular to call this part of the “New Urbanism”
but this design is as old as Chicago. The City of
Chicago was very supportive of this program and
provided over two million dollars in funds for new
infrastructure such as new streets, alleys, curbs and
gutters, water and sewer lines, and street lights. The
strong financial support of the City of Chicago for
the new infrastructure enabled maximum dollars
to be used for the new housing.

The design quality and amenity level of the
replacement housing at Henry Horner are signifi-
cantly higher than what has typically been devel-
oped as public housing. We believe this quality was
necessary to attract working families to an area that
previously suffered from extensive crime and der-
elict buildings.

To supplement our own development experi-
ence, we received input from working families
living on the West Side of Chicago in two focus
groups conducted by a professional marketing firm.
Concern for security and defensible space was of
prime importance to everyone in these focus groups.
Keeping in mind our objective was to develop a
sustainable, mixed-income community, we focused
onthe following program characteristics and ameni-
ties. (Photos 3 & 4)

Site Plan and Program

1. Restores the street grid and weaves the new
homes into the adjacent neighborhood;

2. Provides individual parking spaces adjacent to
each townhouse (no large parking lots);

Privatizing Today's Public Housing

Photo 3

New two-story town houses on Superblock. Note the
attached garages.
< <

Photo 4

New town houses on Superblock. Note the two-story
town house over flat.

3. Provides attached garages for 40 percent of the
units on the Superblock;

4. Provides private play areas for each family and

a small park with homes situated to provide

“eyes on the park”;

Provides low density with each unit facing the

street, including a mix of unit sizes from one to

six bedrooms;

6. Provides for 50 percent working families;

7. Provides for private property management.

Ul

Building Features and Amenities

1. A private entry for each town home;

2. Individual gas furnaces with central air condi-
tioning;

3. Wall-to-wall carpet (typically public housing

has vinyl tile);

In unit washer/dryer hook-ups;

All brick exteriors, front porches, bay windows,

and hip roofs with “curb appeal”;

1 ° baths in three-bedroom town home units,

and 2 or 2 " baths in larger units.
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The market response to the product has been over-
whelmingly positive. The working family units on
the former Superblock were occupied quickly and
there is a waiting list of over 300 families. Rents are
pegged at 30 percent of income with a ceiling of
$650.00, plus utilities, for a three-bedroom town
home. The housing and the new community are
considered a good value and allow the private
manager to be very selective from the families on
the waiting list.

COMMUNITY BUILDING

Just as the bricks and mortar must be developed in
a manner sensitive to the context of the community
in which it is constructed, it is necessary to provide
for much more than just the building itself.

As indicated, the City of Chicago has shown a
strong commitment to the neighborhood with the
construction of new community infrastructure. In
recent years the City has constructed a new library;
enhanced a firehouse; targeted housing rehab and
redevelopment programs in the area; provided sub-
stantial resources to the three schools in the imme-
diate area; and rehabilitated a park.

In addition, the Bulls Charitable Foundation has
supported youth in the area with the construction
of a four million dollar James Jordan Boys and Girls
Club.

CONCLUSION

The redevelopment of public housing communities
around the country is taking place utilizing the
Hope VI Program and other HUD funding sources.
These redevelopment efforts need the talents and
time of the professional real estate community. This
is an ideal opportunity for CREs to be involved in
rebuilding communities and helping to reestablish
quality affordable housing as a part of the fabric of
their respective communities.
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on-Profits in American Life

Drawing from its historical English constitutional roots, the

United States has always pursued a public policy of favoring
non-profit organizations in order to serve the public good. The Internal
Revenue Code in Chapter 501-C(3) provides Federal tax exemption to a
large number of such organizations considered to be adhering to
“eleemosynary purposes.” Traditionally, in its broadest sense, the word
eleemosynary has been defined to include organizations engaging in
activities devoted to the general spiritual, cultural, and charitable
betterment of the population as a whole.

Throughout the spectrum of traditional mainstream churches in the
U.S., there has been a notable decline in attendance in the past few years.
Inevitably, revenues have plummeted also. At some point, the need for
them to address real property questions becomes paramount. Many
times their property has been long held and is extremely valuable.
Without proper real estate counseling advice, wrong decisions risk
being made at a time when the struggling church group desperately
needs every cent it can obtain in order to carry on its mission and goals.

In the past, denominational religious groups of all persuasions reached
out far and wide to provide for the schools, colleges, and hospitals
which served so many. Gradually these services have been assumed by
governmental entities and for-profit service provider competitors. Ever
since the start of the G.I. Bill after W.W.II, there has been a major shift
toward public funded higher education. Recently, this trend has ad-
versely impacted some private colleges and universities. As tuitions
rose, enrollment at some such colleges and universities has slipped,
especially at institutions not of the highest quality. A similar situation
of deterioration has occurred in the past few years with a number of
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non-profit hospitals that have been caught in the
backlash of the health care revolution.

NON-PROFITS AND THEIR REAL ESTATE
The key tactic for assisting these groupsis to recycle
disposable realty either by sale, adaptive re-use, or
creative joint venture entrepreneurial projects. How-
ever, carrying out this suggestion is often not as
easy as it may seem. It is imperative that the non-
profit organization in question and its advisors are
able to conceptualize the various complications
that may arise during any real estate transaction,
especially those to which non-profit organizations
are particularly susceptible to encounter.

With regard to denominational institutions, prob-
lems of ownership almost inevitably occur when
joint-ventures under any guise are undertaken with
profit making companies. Who within the church
has the authority to sign as owner of the property?
Similarly, who makes decisions for the church? The
lack of a chief decision maker or the need to defer to
the opinions of people within or without the orga-
nization, and who lack knowledge of real estate, can
make it difficult to do business with such non-profit
organizations.

To illustrate the point, recently, an ugly public
dispute on property ownership took place between
the University of St. Louis, its Trustees, and presi-
dent on one side and the Roman Catholic Archdio-
cese of St. Louis and the Vatican on the other side.

The medical school of the University of St. Louis
was losing enormous amounts of money. In order
to continue it as a viable entity, the decision was
made to sell the hospital attached to it. The buyer
was to be Tenet Health Care Corporation, the sec-
ond largest health system in the Untied States. The
Archdiocese and the Vatican said that this hospital
could not be sold without their permission because
everything at the University of St. Louis was con-
nected directly to the Catholic Church. The Univer-
sity of St. Louis replied that when the Board of
Trustees of the University took onnon-clerical mem-
bers in 1967 and incorporated separately, (thus
separating the university from its Jesuit Commu-
nity), the University became a totally lay organiza-
tion. By this reasoning, there was no need to ask the
permission of the Vatican or of the Archdioceses
before the hospital was sold.

Eventually, an uneasy compromise was forged.

However, from now on, anyone giving advice to
Catholic institutions should keep the ramifications
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of this decision foremost in their minds. No one
wishes the local Catholic Diocese or the Vatican to
sue to stop a sale.

DISPOSAL OF SURPLUS REAL ESTATE

A number of non-profit institutions, if they were
accurate in self-appraisal, would admit that some
of their greatest mistakes have occurred in connec-
tion with the disposal of real estate. An old truism
in real estate as valid as the location truism is that,
“They are not making any more real estate.” Its
corollary is that, “Once the property is gone, it is
gone.” Both sides of this coin apply to a number of
misguided sale decisions by denominational and
educational entities made under short-term pres-
sures that, in retrospect, have led to error and regret.

The reasons for miscalculations in buy or sell deci-
sions are numerous. Often, it is an immediate panic
move. Attendance is down. Cash flow is perilous
and endowment fund returns are disappointing.
What to do?. .. Sell real estate?. .. What else?. . .
Sometimes it appears that no other answer exists;
but often one does. Among other possibilities are
sales and leasebacks, joint-ventures, and ground
leases. All three strategies are frequently employed
alternatives tooutright property disposition, straight
forward property leases, or the trio of alternative
deployment options just mentioned.

The sale-leaseback alternative, as its name indi-
cates, describes a legal transaction in which the
property in question is sold to a buyer normally
interested in it for value appreciation purposes.
Then, this piece of land is leased back to the seller,
(in this case the educational institution), normally
because it desires to retain classroom space. A vari-
ant of this transaction would be a joint-venture in
which the partners, (normally a corporation and the
denominational or educational institution with
which it is involved), would divide ownership of
the lands and buildings in question as agreed upon.

A ground lease is another option. It occurs in two
different situations. Either there is a lease of unde-
veloped land on which a ground tenant will con-
struct improvements or, in the alternative, there is a
lease of improved real estate that covers the land
alone and not the improvements upon it. In either
case, the term involved usually extends from 25
vears to 99 years.

For any denominational or educational non-

profit that is looking ahead, before resorting to
fire sales or the bailout variants discussed above, it
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is recommended to view the land involved in terms
of its capacity to be adaptable for scientific and
telecommunications technology. One should also
not forget to investigate residential subdivision
opportunities. In addition, educational institutions
may be able to take advantage of their tax exempt
status to prepare land they own for eventual sale to
commercial buyers unable to obtain the necessary
regulatory approvals for the desired usage. Strate-
gic value enhancement of this nature could sub-
stantially increase the price of an eventual commer-
cial sale. Also, denominational and educational
organizations should not forget to explore the pos-
sibility of golf course or automobile garage con-
struction on the property in question. Currently,
both are red hot items in today’s pleasure-driven
environment.

Non-profitorganizations are always concerned that
whenever they sell their property or enter into a
joint-venture concerning it, the Internal Revenue
Service will tax the proceeds. They should not be
unduly concerned. A recent IRS ruling indicates
that institutions of higher education will not be
charged with “unrelated business taxable income”
(UBTI) from the sale of a property held in trust.
Therefore, the property in question will not be
considered as debt-financed property during the
time it is owned by the educational entity. Answer-
ing a hypothetical question, the IRS stated that
when a college was both the trustee and the chari-
table remainder holder of a charitable remainder
annuity trust that held farm land, the college ac-
quired fee simple title to part of the farm for cash
and a promissory note.

Since the college seeking the opinion did not intend
to use the property to satisfy its tax-exempt pur-
pose, it planned to sell it. This college then entered
into a joint-venture with a commercial developer.
At the end of the transaction, the college would
retain a minority beneficial interest in this transac-
tion. In its Opinion Letter, the IRS stated that the
college in question would not have to pay any taxes,
including UBTI, at least until the point at which the
transaction in question had been consummated.
Presumably, it would later be taxed for profits
received thereafter as a minority interest holder of
the new entity.

THE ENTREPRENEURIAL APPROACH

Among a certain number of financially well-
capitalized colleges and universities and a few
well-endowed church groups, movement into
wide-scale aggressive real estate investment and
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The reasons for miscalculations in buy or
sell decisions are numerous. Often, it is an
immediate panic move. Attendance is
down. Cash flow is perilous and endow-
ment fund returns are disappointing.

What to do?. . .Sell real estate?. ..

What else?. . .Sometimes no other answer
exists; but often one does. Among other
possibilities are sales and leasebacks,
joint-ventures, and ground leases. All three
strategies are frequently employed alterna-
tives to outright property disposition,
straight forward property leases, or a trio
of alternative deployment options.

development projects is a natural evolution of the
need for asset diversification. This especially is so
when theinstitution’sunderlying endowment hold-
ings exceed 51 billion. Such entities usually treat
their real estate subsidiary as a semi-independent
grouping - almost like a normal commercial real
estate development company. The only difference
being that the sponsor usually has placed dedicated
funds in the hands of its separately created real
estate development entity. Accordingly, there is a
strong fiduciary obligation involved in such a rela-
tionship, exceeding that associated with any pub-
licly funded company.

A number of financially secure colleges and univer-
sities all over the country are diversitying their
portfolios with real estate investments. These in-
vestments are not limited to property within the
immediate campus, but can include office parks,
commercial sites, and retail outlets in the towns and
cities surrounding the campus. Let us pick a selec-
tive sample of states and examine these trends. All
of these colleges and universities and many others
like them will have significant need for sophisti-
cated real estate counseling advice throughout the
construction process.

In Arizona, the University of Phoenix is moving its
northwest Valley campus to a new facility that will
be four times larger than its existing campus. Para-
mount Partners is developing the two-story, 40,000
square foot facility on four acres in Phoenix. The
new facility will more than double the number of
existing classrooms, and provide administrative
service areas and computer lab space. The Univer-
sity of Phoenix is the sixth largest private university
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in the country, with more than 250,000 students
nationwide. Their niche consists of mature stu-
dents who work full-time at the management level,
with an average age in the mid-30s.

Arizona State University has plans to transform a
Tempe strip center into an upscale mix of shops,
restaurants, and offices, and a link between down-
town and the university. The university is negotiat-
ing with developers who plan to invest $40 million
in the facility. The entire project will include about
150,000 square feet of retail and 50,000 square feet
each for restaurants and office space. Developers
are signing an agreement to lease half the land from
ASU and will pay ASU a percentage of the rent
collected.

In California, a Toronto company, Lauridon Sports
Management, will pursue construction of a 5,000
seat basketball arena and three ice rinks at the
University of California, Riverside (UCR). The Uni-
versity could not afford to build the facility on its
own. Lauridon would pay UCR rent and let the
school have use of the rinks and give input on the
facilities design. The deal is worth approximately
$20 million.

Ventura, California, will have a new college cam-
pus, California State Northbridge, constructed on a
property which was formerly a state hospital. Ap-
proximately $6.5 million will be needed in the fiscal
1998-1999 state budget to convert the buildings to
classroom and administrative facilities. To reduce
costs, Cal State planners will seek partnerships with
private firms interested in leasing space at the cam-
pus.

Pasadena City College is building a new gymna-
sium as part of the final $21.7 million phase of the
community college’s 10-year improvement project.
The 65,000 square foot athletic facility will include
several basketball courts and a fitness center, plus
classrooms for sports medicine and other physical
education courses. The project was financed with
$19 millionin state bond funds earmarked for higher
education.

In Connecticut, Yale University and a well known
real estate developer have acquired the Whitney
Grove Square office building and adjoining retail
shops at Whitney Avenue and Grove Street. Under
the contract, Yale will own the office tower,
while the developer's limited partnership will
own the retail stores at the ground level. In 1984,
Yale sold this same property to Whitney Grove
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Square Associates Limited Partnership to facilitate
its development. Yale was a large backer of the
partnership, investing about 30 percent of the funds
initial capital.

In [llinois, The University of Illinois has expansion
plans of approximately $700 million on the Chicago
campus. The project will include university build-
ings, student and private housing, parking, and
new commercial development on 30 acres of vacant
rundown land. The University intends to create a
new south campus with a goal of getting staff,
faculty, and about 25 percent of the student body to
live in the area, in an effort to clean up the vicinity
where it owns 15 buildings along the Maxwell and
Halsted area.

In Massachusetts, Harvard University secretly pur-
chased land in the Boston blue-collar area of Allston
in the late 1980s through an undisclosed intermedi-
ary. The disclosure of these purchases was received
with hostility from the city and the residents in
Allston. The mayor specifically was angered by the
secrecy and residents in Allston felt they deserved
a premium for their property which would be used
by the well-endowed Harvard. Total purchases
include 14 parcels comprising 52 acres. The true
purchaser was kept secret in an effort to keep prices
down. Harvard owns 220 acres in Cambridge and
now 192 acres in Allston.

Over the past five years, Northeastern University in
Boston has developed $100 million worth of real
estate. The University has a 55-acre main campus in
Bostonand a 200-acre campus in suburban Ashland,
Massachusetts, which serves as its planning and
educational retreat center. According to school offi-
cials, most of the urban development has been in
dormitory housing, an effort to establish affordable
housing options for students, as off-campus hous-
ing costs rise and may be a deterrent for potential
students. Northeastern's intent is to blend into the
community surrounding its Huntington Avenue
campus in Boston. Neighboring Suffolk University
is continuing its expansion in downtown Boston,
and has purchased the former Department of Pub-
lic Health building. Its goal is to convert it to student
housing.

Plans currently are being made for the biggest real
estate development projectin Boston’s history. There
are to be several buildings, one taller than the
Prudential Tower, in the south Boston waterfront
district by South Station. The combined hotel, of-
fice, and research space would total three million
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square feet and cost approximately $600 million.
TUCD Inc., a for-profit subsidiary of Tufts Univer-
sity, is working with the Hines Interests Limited
Partnership of Houston to develop the complex.

The University of Massachusetts Medical Center
recently increased its real estate holding in the
purchase of the Massachusetts Biotechnology Re-
search Park, a 75-acre park, with the purchase of an
80,000 square foot research building, located west
of the University of Massachusetts campus for
$3.83 million. The building was recently valued at
$9 million by city assessors. The University still has
plans to build a $12 million, 32,000 square foot
neuropsychiatric research center on grounds near
Worcester State Hospital.

The University of Missouri decided to buy 36 prop-
erties on the south edge of the University of Mis-
souri-Kansas City campus for $1.32 million. The
intention is to clear the two-block area for use while
a new parking structure is built. The decision has
been met by opposition from residents living in the
houses to be demolished. The University, under the
State of Missouri’s power of eminent domain, has
the power to acquire buildings even if owners do
not want to sell.

In New York, Cornell's Business and Technology
Park, a real-estate link between Cornell University
and private commerce and research entities, cur-
rently owns 200 acres, with 76 tenant companies,
the majority being technology companies. There is
a two percent vacancy rate. Private funds in the
facility are valued at approximately $23 million.
Park amenities include a child-care center, a medi-
cal clinic, the main U.S. Post Office for Ithaca, and
Federal Express, all bordering a three-acre pond.

In Wisconsin, a real estate developer, Told Devel-
opment, has donated a $17.4 million, two-story,
156,000 square foot building in downtown Eau
Claire to the University of Wisconsin-Madison
School of Business. Once the mortgage on the prop-
erty is paid off it should generate about $1.7 million
yearly in revenue for various UW-Madison pro-
grams. The building’s one tenant, a firm which
manufactures high tech components, has a lease
which extends through the mortgage expiration.
The donation is one of the largest ever made to the
University.

Smaller educational institutions who choose not to
establish their own real estate development arms
still possess a number of opportunities for entering

A number of financially secure colleges
and universities all over the country are
diversifying their portfolios with real
estate investments. These investments

are not limited to property within the
immediate campus, but can include

office parks, commercial sites, and

retail outlets in the towns and cities
surrounding the campus. All of these
colleges and universities and many others
like them will have significant need for
sophisticated real estate counseling advice
throughout the construction process.

into limited scale real estate development entities,
either on their own or in conjunction with a joint-
venture partner. Such well defined small scale de-
velopment should compliment the academic
strength of the educational institution involved.
Obvious examples are scientific research parks
linked to academic physical science and computer
science departments and outreach health care facili-
ties linked to university hospitals. In any such ven-
ture it is important that the underlying professors
involved possess sufficient academic and entrepre-
neurial skills to make the university supported fa-
cility financially viable. The failure of so many of the
first wave of university sponsored research and
industrial parks is attributable to forgetting this
precept.

In another area of controversy, many church build-
ings are officially designated as historic by the rel-
evantlandmark commissions. Normally, alterations
to historic sites must be approved by appropriate
governmental agencies and this, in many cases, can
delay projects for years. Nevertheless, because many
pieces of church property occupy downtown, po-
tentially upscale, choice commercial locations, the
effort of negotiating with landmark commissions
and other regulatory agencies can be worthwhile.
Moreover, many of these historic sites offer tantaliz-
ing opportunities for public-private partnerships.
This adds to their attractiveness and marketability.

Higher education is by no means immune to
arduous challenges regarding its real estate hold-
ings. On the private college and university side,
tuition increases and financial aid subsidization
requests have forced these institutions to search
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for profitability and efficiency in all aspects of their
operation. On the public college and university
side, legislative budget cuts and increased student
insistence upon smaller class sizes, sparked by the
realization that a quality education is essential for
most worthwhile positions these days, have placed
huge demands for the proper utilization of real
estate.

THE COMING OF VIRTUAL UNIVERSITIES
In addition, it is a cold, hard fact of life that the
Internet and the communications superhighway,
over-hyped as they may be in some regards, do
possess the potential to alter radically, most often
negatively, the space requirements of a number of
colleges and universities. Very few institutions have
looked realistically at the real estate changes being
sparked by instantaneous technological advances.
Make no mistake! A revolution in higher education
space allocation is forthcoming.

Distance learning is the general name for the trend
in education which includes the establishment of
“virtual universities.” The range of technology that
is included in distance learning is varied, and in-
cludes both high and low technology delivery
mechanisms. On the low-tech end, are correspon-
dence and television courses that do not allow for
synchronous interaction between the teacher and
student. The high-tech end of the spectrum can
include fully interactive remote delivery systems
implemented via electronic teleconferencing or so-
phisticated fiber optic networks, as well as the
Internet or World Wide Web as a means for class-
room instruction and student interaction.

Universities participating in this trend are not lim-
ited to the big names and range from Pike’s Peak
Community College in Colorado Springs, Colo-
rado, to Stanford University, California. Degrees
range from Masters of Science in Quality Assurance
to MBAs to undergraduate degrees for 18 year-olds
and baby boomers, to professional degrees for par-
ents working full-time. Classes taught range from
turf management to geography, accounting, his-
tory, and Latin.

Also significant for new virtual universities is the
wealth of corporate funding available. Companies
like Intel and Sun Microsystems and endowments
like the Sloan Foundation, are eager to make dona-
tions to technologically innovating programs like
virtual universities. The best example is the Califor-
nia Virtual University, benefiting from its deep
pocket location in Silicon Valley. Such companies

are also interested in using these systems of training
their own employees and developing their own
continuing education facilities. The advent of the
virtual university and the high technological re-
quirements needed to service the program look to
be prime opportunities for high-tech companies to
make tax deductible contributions for development,
as universities look to expand their endowment.

The cost benefits of distance learning are only felt as
enrollment is increased and universities are able to
realize economies of scale in their technology in-
vestment. U.S. colleges and universities spend ap-
proximately $12,500 per local student, while dis-
tance students typically cost the university approxi-
mately $350 annually. This amount can increase
exponentially as the number of enrolled students
decreases. It is likely that once the initial investment
in the technological infrastructure is complete, and
universities have consistent enrollment, costs should
drop dramatically and reflect the lower operating
expenses they incur. The overall impact on college
and university needs is not yet completely clear.
Certainly good outside real estate real estate coun-
seling advice will be needed.

As competition among educational institutions for
quality, paying students intensifies and the service
demands of all of the constituencies served by the
higher education community increase in our con-
sumer society, a number of colleges and universi-
ties have expanded their role in involving them-
selves actively in the neighborhood and municipal-
ity in which they are situated. Purchase and renova-
tion of adjacent neighborhood real estate is often
part of such a plan.

Many times the university's official linkage with the
surrounding community is announced with great
public fanfare. Often the “town and gown” partner-
ship can be tied to active participation in the appro-
priate, already incorporated, neighborhood asso-
ciation. Seeking to stabilize deteriorating commu-
nities around the campus before they become a
student recruitment deterrent, some forward-look-
ing educational institutions are providing substan-
tial housing subsidies to faculty and staff willing to
relocate there. Contractually, they commit the insti-
tutionally contributed subsidies to rehabilitating
the exterior of their homes and to establishing or
improving their gardens. Frequently such plans
specify that the educational institution has first
refusal rights on re-purchase if the faculty or staff
member later chooses to sell the house. In similar
manner, if the institution purchases neighboring
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properties for its own administrative or classroom
purposes, it stands to profit significantly if the
general neighborhood appreciates in quality and a
sales strategy for the offices in question becomes

appealing.

KEY REAL ESTATE COUNSELING
PRINCIPALS

Whatever type of outside real estate venture is
pursued by a denominational or educational insti-
tution, two overriding concepts must be kept clearly
inmind. First, risk is a factor in all profit-driven real
estate ventures. Colleges and universities, espe-
cially those with limited endowments, must be very
prudent in exposing at-risk funds to speculative
ventures.

Second, excursions into profit making ventures by
denominational and educational entities often can
cause resentment on the part of local merchants
placed in competition with an educational entity
that may not need to pay property or revenue taxes.
Colleges and universities sponsoring hotels and
restaurants have been particularly vulnerable to
such complaints. The subject of taxable liability is
becoming increasingly contentious between non-
profit organizations and their sponsoring munici-
pality.

Except for the entrepreneurial approach as a semi or
total autonomous investment vehicle, the use of
real estate by a denominational or educational insti-
tution must be carried out in accord with the statu-
tory and charitable mission of the institution in
question. Since the trustees of any non-profit orga-
nization are the definers, keepers, and refiners of
the institutional mission, they should examine scru-
pulously all aspects about buying, selling, con-
structing, and renovating property before a final
decision is made. In a similar manner, the real estate
activities of the institution should always agree
with its educational and financial strategic plans.
Counselors of Real Estate have an important and
most challenging role in helping non-profit organi-
zations adapt to today’s changing real estate
environment.

NOTES
The authors wish to acknowledge the research efforts of Lee
Breitman, an MBA candidate at Boston College.
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CRE PERSPECTIVE

WILL REAL ESTATE BE OVERBUILT AGAIN?

by Richard F. Muhlebach, CRE, CPM

Even as the real estate industry and the U.S. economy in general con-
tinue to enjoy prosperity and growth, real estate experts and field per-
sonnel alike are already beginning to worry about the next down cycle.

And to some extent, these concerns are justified. Real estate is a cy-
clical business. There have been four real estate cycles since 1969, and
even with the significant changes the industry has experienced in the
last few years, that pattern is unlikely to change.

Does this mean that we are already on the road to another real estate
crash equal to the disaster of the early 1990s? Absolutely not!

A Different Sort of Expansion
Most of the conditions that contributed to the overheated atmosphere

of the 1980s no longer exist and are unlikely to repeat themselves—

* Despite recent capital gains reductions, federal tax laws do not pro-
vide unsupported incentives to build regardless of demand;

* Overeager institutions and foreign investors have learned that buy-
ing without regard for cash flow is a prescription for trouble; and

* Banks and bank regulators have adjusted lending criteria to ensure
that building pro formas bear a relationship to reality.

Still Room for Miscalculations
Nevertheless, some real estate markets may already be moving from
improvement toward overheating.

* According to Torto Wheaton Research, the construction of office space,
which came to a virtual halt in 1992, has more than quadrupled be-
tween the last quarter of 1992 and the last quarter of 1997, and jumped
by almost 50 percent between mid-1997 and mid-1998. While this new
construction is less than 50 percent of the volume during the boom of
the late 1980s, the trend has been consistently upward for the last
nine quarters. And while absorption continues, vacancy declines are
already slowing in suburban office markets.

* Anchored malls have experienced a similar fluctuation with national

average price per square foot falling by 15 percent from 1990 to 1993, |

to a national average of $96.24 per square foot in fourth quarter 1993
before rebounding to $116.69 in second quarter 1998, according to the
National Real Estate Index.

* Apartment properties respond more rapidly to real estate cycles be-
cause of shorter lease terms and easier construction of new supply.
Consequently, multi-family has already shown a 29 percent gain in
price per square foot from 1992 until late 1996, and reached a decade
high average national price of $83.38 per square foot, according to
the National Real Estate Index.

If real estate cycles are the inevitable result of the industry’s struc-
ture and entrepreneurship, we, as real estate practitioners, should not
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just sit back and accept that another
bust cycle is coming over the hori-

| zon.

Not Making the Same Mistake
Twice
To a great degree, the severity

- of future real estate cycles depends

upon our willingness to exercise
judgment and common sense in
our activities, during both the up
and the down portions of the
curve.

The key is not if overbuilding
will occur, but to what degree. The
skyrocketing expansion of the mid-
1980s was mirrored by the dra-
matic fall of prices in the early
1990s. In contemplating real estate
cycles, it is important to remember
that the height of the upward curve
usually dictates the depth of the
decline. If we can exercise restraint
during the good times, we can, in
all probability, ensure that the bad
times will not be as bad after all.

Arming Against a Repeat

The first, and perhaps the most
important, line of defense against
another real estate free fall are lend-
ers and other capital sources. Lend-

| ers are the gatekeepers of the

development process. Although
underwriting criteria are already
loosening somewhat from a year or
two ago, caution remains the
watchword. When developers
must supply between 25 percent
and 50 percent of the costs of their
projects and have signed leases
from between 20 percent and 60
percent of the space, overbuilding
is much less likely to get out of
hand.

Lenders and investors alike
must pay more attention than ever
to the information on which they
base their decisions. Good mar-
ket knowledge has always been
the cornerstone of successful real

| estate development, but today
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personal computers, compact
disks, and the Internet make good
market data more accessible than
ever before.

At the same time, local real es-
tate managers and brokers who
have always been a great source of
the local market information that
is the basis of real estate invest-
ment, have become even more so-
phisticated in applying their
analytical skills to market and eco-
nomic data. Thankfully, the days
when real estate deals could be
penciled out on an envelope are
over—and the industry is better for
it.

The renewed expansions of
REITs and other securitized real
estate has also attracted the atten-
tion of a battery of Wall Street ana-
lysts whose scrutiny has helped
increase accountability and en-
courage restraint. The public
market’s tendency to recognize
overbuilding quickly and immedi-
ately penalize share prices act as
powerful deterrents.

Another vital factor in reduc-
ing the negative downturn of real
estate cycles is recognizing that
an accurate picture of supply and
demand depends on more than
the gross availability of space.

Determining the suitability of ex-
isting space to meet the physical
needs and interests of users is just
as vital in assessing the demand for
new supply. For example, in the
strictest sense, the small, B and C
office buildings found in many
downtowns are part of the overall
supply of office space. Yet, because
most of these properties are unsuit-
able for today’s business users,
they can, in fact, distort actual va-
cancy rates. The market has al-
ready recognized this discrepancy
and is supporting the conversions
of these properties into housing,
hotels, and other alternative uses.

And just as market-obsolete
properties are subtracted from the
supply, the demand for innovative
new building options fuels the
need for some new construction.
Retail properties with multiplexes
and other entertainment options
or with life-style components
that respond to today’s market
serve a real demand need, even at
a time when some retail space is
languishing.

Maintaining a Balance

It is little wonder, then, with so
many factors to consider, that
smoothing out the ups and downs

CRE Perspective - Will Real Estate Be Qverbuilt Again?

of the real estate cycle becomes an
almost impossible task. No expert
can unfailingly predict the direc-
tion of future need perfectly
enough to maintain the delicate
balance of supply and demand.
When long construction times,
zoning requirements, and govern-
ment regulations are factored into
the equation, the accuracy of such
predictions becomes even more
suspect. However, what real estate
professionals can bring to the next
round of development and expan-
sion is sound business judgment
based on current, reliable data. In
this way, we can help ensure that
those never-ending real estate
cycles are just minor waves on an
upward course of prosperity...,
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CouUNSELORS REAL ESTATE ADVISORY SERVICES
- An Innovative Program for Solving Your Real Estate Problems

When you or your organization face a real estate dilemma, call upon the
multi-disciplinary expertise of the Counselors Advisory Services program to review,
consider, and devise strategies and solutions for even the most complex real estate issues.

Why Should We Contact The Counselors?

Creative real estate solutions demand knowledge, creativity, and collaborative thinking—the kind of expertise
available through The Counselors of Real Estate (CRE), a 1,100-member organization consisting of the world’s
leading real estate advisors. Through the Counselors Advisory Services program, any organization can obtain
superior, non-partisan advice from an on-site team of experts who will provide you or your organization with
real estate problem-solving strategies and solutions.

How Does An Organization Apply for the Service?

Organizations interested in securing a CRE Advisory Services panel to study its real estate issues should contact
The Counselors with a basic description of the real estate problem, the location, and a brief history of the prop-
erty or land tract. Applications will be reviewed by the CRE Advisory Services Steering Committee, and you will
be contacted to discuss how The Counselors can customize consulting solutions and strategies for you.

What Kinds of Problems Can Be Addressed?

The talent within the CRE community allows for the creation of a diverse team of experts possessing comple-
mentary specialities to handle virtually any real estate problem a Client may propose. Areas of specialization
include, but are not limited to:

acquisitions /dispositions
capital formation
investment analysis

land use studies

site selection

facilities planning
market studies

mortgage finance

asset management
brokerage

adaptive reuse
rehabilitation
investment strategies
relocations

mergers

pension fund consulting

For property types such as:

agriculture/ranches
churches/convents
golf courses

hotels and resorts
mixed use projects
railroads

schools

airports

commercial properties
government properties
industrial

mobile home parks
recreation facilities
timberland

What Is the Financial Commitment?

economic studies

highest and best use
appraisal/valuation
arbitration/mediation
easements

legislation and taxes
REITs

methodology development

apartments
contaminated real estate
health care facilities
military bases
multi-family housing
condominiums
universities

development/construction
asset management
condemnation

lease negotiations

eminent domain

litigation consulting
mediation/dispute resolution
environmental consulting

central business districts
entertainment complexes
historical properties
storage facilities

office buildings

retail

utilities

Each project requires a commitment of time and effort from each team member, including the review of briefing
documents (provided by the client), site visits, interviews, panel deliberations, and a presentation of recommen-
dations. The project is conducted for a fee, dramatically discounted from current market rates for high level
counseling services. Rates for projects vary depending on the size and scope of the assignment. The fee is agreed
upon after thorough and thoughtful discussion between the client and the Counselors Advisory Services Steering
Committee.

Remember...Creative real estate solutions demand knowledge, creativity, and focused thinking—the kind of
expertise available through members of The Counselors of Real Estate. Counselors Advisory Services is a solution-
oriented partnership between The Counselors of Real Estate and public and private institutions worldwide.

Inquiries should be directed to Gloria Bowman at The Counselors of Real Estate,
430 N. Michigan Avenue, Chicago, IL 60611; 312/329-8430, telephone; gbowman@interaccess.com, e-mail.
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Experts' & Consultants' Guide
to CRE Services

Service Categories

Acquisitions/Dispositions Property Tax Services
Real Estate
General

Commercial/Retail

Appraisal & Valuation
General
Acquisitions/Dispositions
Environmental Development

Office Buildings

Office/Industrial Parks

Asset Management

Capital Market Analysis

International Research & Development
General REITS
Bermuda & Caribbean Other

Market Analysis
Litigation Consulting

Counseling - Colleges &
Universities

Strategy Counseling - Denominational
General

Expert Witness
Market Analysis

Non-profits

Court Receiver

Golf Course Properties
Healthcare Facilities
Strategic Competitor

Portfolio Analysis
Property Management
Analysis

Acquisitions/Dispositions,
continued

Thomas D. Peschio, CRE
The Lund Company

120 Regency Parkway, #116
Omaha, NE 68114
402.393.8811

fax 402.393.2402

Web: www.lundco.com

Joe Thouvenell, CRE
PRS

10450 S. Western Ave.
Chicago, IL 60643
773.233.4700

fax 773.233.2812
E-mail: [8226@aol.com w

ACQUISITIONS/DISPOSITIONS

James T. Barry, Jr., CRE 972.233.0650
James T. Barry Co., Inc. fax 972.458.2774
1232 N. Edison St. E-mail:

jackfriedman@internet MCI.com
Web: wuwrw.realexperts.com

Milwaukee, WI 53202
414.271.1870

fax 414.271.1478
E-mail: info@barry-realestate.com Stephen B. Friedman, CRE
Web: wuno.barry-realestate.com S.B. Friedman & Co.

221 N. LaSalle St., Ste. 1007
Chicago, IL 60601
312.424.4260

fax 312.424.4262

John N. Dayton, CRE

Crystal Brook Ranch

23100 River Rd., P.O. Box 447
Geyserville, CA 95441
707.857.3825

fax 707.857.4523

E-mail: www.dayton@44.juno.com

Albert S. Pappalardo, CRE
Pappalardo Consultants, Inc.
5557 Canal Blvd.

New Orleans, LA 70124

Dr. Jack P. Friedman, CRE 800.486.7441

Jack P. Friedman & fax 504.488.4704
Associates, LC E-mail:

7815 Kilbride Ln. 74643,2557@compuserve.com

Dallas, TX 75248 (continued)

APPRAISAL & VALUATION

General

Blaine B. Chase, CRE
Chase & Company

1801 California St., #4170
Denver, CO 80202
303.298.7178

fax 303.298.0255

E-mail: ChaseCo00@aol.com

John W. Cherry, CRE
PricewaterhouseCoopers LLP
50 Hurt Plaza, Ste. 17000
Atlanta, GA 30303
404.658.8828

fax 404.658.8511

Dr. Jack P. Friedman, CRE
Jack P. Friedman &
Associates, LC

7815 Kilbride Ln.

Dallas, TX 75248
972.233.0650

fax 972.458.2774

E-mail:
jackfriedman@internetMCl.com
Web: www.realexperts.com

Randall L. Harwood, CRE
PricewaterhouseCoopers LLP
One International Place,

10th flr.

Boston, MA 02110
617.478.3285

fax 617.478.3900

Del H. Kendall, CRE
PricewaterhouseCoopers LLP
1100 Louisiana, 39th flr.
Houston, TX 77002
713.757.5296

fax 713.657.8234

Ki-Wan Kim, CRE

Korean Real Estate
Consulting Co.

Seocho Building, 3rd flr.
1365-10, Seocho-Dong
Seoul, Korea #137-070
82-02-521-0077

fax 82-02-521-0078

E-mail: KI-WAN@KOSAL.com
Web: KOSAL.com

Deborah S. Kops, CRE
PricewaterhouseCoopers LLP
1301 K Street, NW, Ste. 800W
Washington, DC 20005
202.414.1303

fax 202.414.1301

David E. Lane, CRE

David E. Lane, Inc.

9851 Horn Rd., Ste., 140
Sacramento, CA 95827
916.368.1056

fax 916.368.1080

E-mail: d.e.lane@ix.netcom.com
Web:
pwl.netcom.com/--d.e.lane

Patrick R. Leardo, CRE
PricewaterhouseCoopers LLP
1301 Avenue of the Americas
New York, NY 10019
212.259.2666

fax 212.259.2664

David M. Lewis, CRE
Lewis Realty Advisors
952 Echo Ln., Ste. 315
Houston, TX 77024
713.461.1466

fax 713.468.8160

(continued)
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Appraisal & Valuation, continued

James R. MacCrate, CRE
PricewaterhouseCoopers LLI
1177 Avenue of the Americas
New York, NY 10036
212.596.7525

fax 212.596.8910

Alfons Metzger, CRE
MRG Metzger

Real Estate Group
Gumpendorfer Strasse 72
A-1060 Vienna, Austria
+43-1-597 50 60-13

fax +43-1-597 50 60-25
E-mail:
mrg@metzger-estate.com
Web: www.metzger-estate.com/
metzger

Ehud G. Mouchly, CRE
PricewaterhouseCoopers LLP
400 S. Hope St.

Los Angeles, CA 90071
213.236.3200

fax 213.452.7808

Eng. Jose Carlos

Pellegrino, CRE

Pellegrino & Associates

Rua Dr. Rodrigo Silva,
70-19.Andar

01571-900 Sao Paulo,
SP-Brazil

(55-11) 605.1915

fax (55-11) 607.9740

E-mail: pellegrino@uwac.com.br

Robert K. Ruggles, I1I, CRE
PricewaterhouseCoopers LLP
615 Franklin Turnpike
Ridgewood, NJ 07450
201.689.3101

fax 201.652.9045

Joe Thouvenell, CRE
IPRS

10450 S. Western Ave.
Chicago, IL 60643
773.233.4700

fax 773.233.2812

E-mail: [8226@aol.com

Michael Wenzell, CRE
PricewaterhouseCoopers LLP
333 Market St., 17th flr.

San Francisco, CA 94105
415.957.3427

fax 415.957.3168

Acquisitions/Dispositions
David E. Lane, CRE

David E. Lane, Inc.

9851 Horn Rd., Ste. 140
Sacramento, CA 95827
916.368.1056

fax 916.368.1080

E-mail: d.elane@ix.netcom.com
Web: pwl.netcom.com/--d.e.lane

Environmental
David M. Lewis, CRE
Lewis Realty Advisors
952 Echo Ln., Ste. 315
Houston, TX 77024
713.461.1466

fax 713.468.8160

Albert S. Pappalardo, CRE
Pappalardo Consultants, Inc.
5557 Canal Blvd.

New Orleans, LA 70124
800.486.7441

fax 504.488.4704

E-mail:
74643,2557@compuserve.com m

Scott Muldavin, CRE
Roulac Group
900 Larkspur Landing Cir.,

| Ste. 125

Larkspur, CA 94939
415.925.1895
fax 415.925.1812

‘ | CAPITAL MARKET ANALYSIS !

Dr. Rocky Tarantello, CRE
Tarantello & Associates

250 Newport Ctr. Dr., #305
Newport Beach, CA 92660
949.833.2650

fax 949.759.9108

E-mail: tarantel@pacbell.net w

INTERNATIONAL
Bermuda & Caribbean +43-1-597 50 60-13
Frank ]. Parker, CRE fax +43-1-597 50 60-25
FJ] Parker Real Estate, Inc. E-mail:
845 LaGrange St. mrg@metzger-estate.com

West Roxbury, MA 02132
617.325.0652

fax 617.327.4940

E-mail: fjparker10@aol.com
Web site: members.aol.com/
fiparker10/main.htm

General

Alfons Metzger, CRE
MRG Metzger

Real Estate Group
Gumpendorfer Strasse 72
A-1060 Vienna, Austria

Web: www.metzger-estate.com/
metzger

Market Analysis

Alan C. Billingsley, CRE
Sedway Group

Three Embarcadero Center,
Ste. 1150

San Francisco, CA 94111
415.781.8900

fax 415.781.8118

E-mail:
abillingsley@sedway.com w

ASSET MANAGEMENT

Joseph W. DeCarlo, CRE

JD Property Management, Inc.
3520 Cadillac Ave., Ste. B
Costa Mesa, CA 92626
714.751.2787

fax 714.751.0126

E-mail: jdemail@jdproperty.com
Web: www.jdproperty.com

Thomas D. Peschio, CRE
The Lund Company

120 Regency Parkway, #116
Omaha, NE 68114

402.393.8811
fax 402.393.2402
Web: www.lundco.com

Edwin B. Raskin, CRE
Edwin B. Raskin Company
5210 Maryland Way, Ste. 300
Brentwood, TN 37027
615.373.9400

fax 615.370.2585

E-mail: eraskin@raskinco.com
Web: www.raskinco.com w

LITIGATION

CONSULTING STRATEGY

General

Blaine B. Chase, CRE
Chase & Company

1801 California St., #4170
Denver, CO 80202
303.298.7178

fax 303.298.0255

E-mail: ChaseCoOO@aol.com

Bert J. Finburgh, CRE
1814 Greenbriar Rd.
Glendale, CA 91207
818.244.0260

fax 818.244.3600

Dr. Jack P. Friedman, CRE
Jack P. Friedman &
Associates, LC

7815 Kilbride Ln.

Dallas, TX 75248
972.233.0650

fax 972.458.2774

E-mail:
jackfriedman@internetMCl.com
Web: wuww.realexperts.com

Scott Muldavin, CRE
Roulac Group

900 Larkspur Landing Cir.,
Ste. 125

Larkspur, CA 94939
415.925.1895

fax 415.925.1812

Eng. Jose Carlos

Pellegrino, CRE

Pellegrino & Associates

Rua Dr. Rodrigo Silva,
70-19.Andar

01571-900 Sao Paulo, SP-Brazil
(55-11) 605.1915

fax (55-11) 607.9740

E-mail: pellegrino@uwac.com.br

Thomas D. Peschio, CRE
The Lund Company

120 Regency Parkway, #116
Omaha, NE 68114

(continued)
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Litigation Consulting
Strategy, continued

402.393.8811
fax 402.393.2402
Web: www.lundco.com

Richard C. Shepard, CRE
Real Estate Strategies &
Advisory Services

66 Chesterfield Lakes

St. Louis, MO 63005-4520
314.530.1337

fax 314.530.1356

E-mail: REStrat@aol.com

Expert Witness and
Valuation

Blaine B. Chase, CRE
Chase & Company

1801 California St., #4170
Denver, CO 80202
303.298.7178

fax 303.298.0255

E-mail: ChaseCo(0@aol.com

John W. Cherry, CRE
PricewaterhouseCoopers LLI?
50 Hurt Plaza, Ste. 17000
Atlanta, GA 30303
404.658.8828

fax 404.658.8511

John N. Dayton, CRE

Crystal Brook Ranch

23100 River Rd., P.O. Box 447
Geyserville, CA 95441
707.857.3825

fax 707.857.4523

E-mail: wuwww.dayton@44.juno.com

Jean C. Felts, CRE

Jean C. Felts & Company
210 Baronne St., Ste. 1404
New Orleans, LA 70112
504.581.6947

fax 504.581.6949

E-mail: jfelts@usa.net

Randall L. Harwood, CRE
PricewaterhouseCoopers LLI
One International Place
Boston, MA 02110
617.478.3285

fax 617.478.3900

Del H. Kendall, CRE
PricewaterhouseCoopers LLP
1100 Louisiana, 39th flr.
Houston, TX 77002
713.757.5296

fax 713.657.8234

Deborah S. Kops, CRE
PricewaterhouseCoopers LLP
1301 K Street, NW, Ste. 800W
Washington, DC 20005
202.414.1303

fax 202.414.1301

David E. Lane, CRE

David E. Lane, Inc.

9851 Horn Rd., Ste. 140
Sacramento, CA 95827
916.368.1056

fax 916.368.1080

E-mail: d.e.lane@ix.netcom.com
Web:

pwl.netcom.com/--d e lane

Patrick R. Leardo, CRE
PricewaterhouseCoopers LLP
1301 Avenue of the Americas
New York, NY 10019
212.259.2666

fax 212.259.2664

David M. Lewis, CRE
Lewis Realty Advisors
952 Echo Ln., Ste. 315
Houston, TX 77024
713.461.1466

fax 713.468.8160

James R. MacCrate, CRE
PricewaterhouseCoopers LLP
1177 Avenue of the Americas
New York, NY 10036
212.596.7525

fax 212.596.8910

Ehud G. Mouchly, CRE
PricewaterhouseCoopers LLP
400 S. Hope St.

Los Angeles, CA 90071
213.236.3200

fax 213.452.7808

Albert S. Pappalardo, CRE
Pappalardo Consultants, Inc.
5557 Canal Blvd.

New Orleans, LA 70124
800.486.7441

fax 504.488.4704

E-mail:

-

74643,2557@compuserve.com

Robert K. Ruggles, I1I, CRE
PricewaterhouseCoopers LLP
615 Franklin Turnpike
Ridgewood, NJ 07450
201.689.3101

fax 201.652.9045

(continued)

Litigation Consulting
Strategy, continued

Lynn M. Sedway, CRE
Sedway Group

Three Embarcadero Center,
Ste. 1150

San Francisco, CA 94111
415.781.8900

fax 415.781.8118

E-mail: Isedway@sedway.com

Richard C. Shepard, CRE
Real Estate Strategies &
Advisory Services

66 Chesterfield Lakes

St. Louis, MO 63005-4520
314.530.1337

fax 314.530.1356

E-mail: REStrat@aol.com

Dr. Rocky Tarantello, CRE
Tarantello & Associates
250 Newport Ctr. Dr., #305
Newport Beach, CA 92660
949 833.2650

fax 949.759.9108

E-mail: tarantel@pacbell.net

Richard C. Ward, CRE
Development Strategies, Inc.
10 S. Broadway, Ste. 1640
St. Louis, MO 63102
314.421.2800

fax 314.421.3401

E-mail: dsimail@
development-strategies.com
Web: wuwmw.

development-strategies.com

Russ Wehner, Jr., CRE
Russ Wehner Realty Co.
280 S. Madison St.

Denver, CO 80209
303.393.7653

fax 303.393.9503

E-mail: russwehner@uswest.net

Michael Wenzell, CRE
PricewaterhouseCoopers LLP
333 Market St., 17th flr.

San Francisco, CA 94105
415.957.3427

fax 415.957.3168 =

MARKET ANALYSIS

Alan C. Billingsley, CRE
Sedway Group

Three Embarcadero Center,
Ste. 1150

San Francisco, CA 94111
415.781.8900

fax 415.781.8118

E-mail: abillingsley@sedway.com

Jean C. Felts, CRE

Jean C. Felts & Company
210 Baronne St., Ste. 1404
New Orleans, LA 70112
504.581.6947

fax 504.581.6949

E-mail: jfelts@usa.net

Stephen B. Friedman, CRE
S.B. Friedman & Co.

221 N. LaSalle St., Ste. 1007
Chicago, IL 60601
312.424.4260

fax 312.424.4262

Ki-Wan Kim, CRE

Korean Real Estate Consulting Co.
Seocho Building, 3rd flr.
1365-10, Seocho-Dong

Seoul, Korea #137-070
82-02-521-0077

‘E-mail: Isedway@sedway.com

fax 82-02-521-0078
E-mail: KI-WAN@KOSAL.com
Web: KOSAL.com

Lynn M. Sedway, CRE
Sedway Group

Three Embarcadero Center,
Ste. 1150

San Francisco, CA 94111
415.781.8900

fax 415.781.8118

Joe Thouvenell, CRE
PRS

10450 S. Western Ave.
Chicago, IL 60643
773.233.4700

fax 773.233.2812
E-mail: [8226@aol.com

Richard C. Ward, CRE
Development Strategies, Inc.
10 S. Broadway, Ste. 1640
St. Louis, MO 63102
314.421.2800

fax 314.421.3401

E-mail: dsimail@
development-strategies.com
Web: wuwmw.
development-strategies.com
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PORTFOLIO ANALYSIS

Alan C. Billingsley, CRE 5210 Maryland Way, Ste. 300
Sedway Group Brentwood, TN 37027
Three Embarcadero Center, 615.373.9400

Ste. 1150 fax 615.370.2585
San Francisco, CA 94111 E-mail: eraskin@raskinco.com
415.781.8900 Web: www.raskinco.com

fax 415.781.8118

E-mail: abillingsley@sedway.com  Lynn M. Sedway, CRE
Sedway Group

Three Embarcadero Center,
Ste. 1150

San Francisco, CA 94111
415.781.8900

fax 415.781.8118

E-mail: Isedway@sedway.com w

Bert ]J. Finburgh, CRE
1814 Greenbriar Rd.
Glendale, CA 91207
818.244.0260

fax 818.244.3600

Edwin B. Raskin, CRE
Edwin B. Raskin Company

PROPERTY MANAGEMENT

Joseph W. DeCarlo, CRE fax 615.370.2585

JD Property Management, Inc. E-mail: eraskin@raskinco.com
3520 Cadillac Ave., Ste. B Web: www.raskinco.com
Costa Mesa, CA 92626

714.751.2787 Russ Wehner, Jr., CRE

fax 714.751.0126 Russ Wehner Realty Co.

E-mail: jdemail@jdproperty.com 280 S. Madison

Web: www.jdproperty.com Denver, CO 80209
303.393.7653

Edwin B. Raskin, CRE fax 303.393.9503

Edwin B. Raskin Company E-mail:

5210 Maryland Way, Ste. 300
Brentwood, TN 37027
615.373.9400

russwehner@uswest.net

PROPERTY TAX SERVICES

Jean C. Felts, CRE 504.581.6947

Jean C. Felts & Company fax 504.581.6949

210 Baronne St., Ste. 1404 E-mail: jfelts@usa.net m
New Orleans, LA 70112

REAL ESTATE

Randall L. Harwood, CRE
PricewaterhouseCoopers LLP
One International Place
Boston, MA 02110
617.478.3285

fax 617.478.3900

General

John W. Cherry, CRE
PricewaterhouseCoopers LLP
50 Hurt Plaza, Ste. 17000
Atlanta, GA 30303
404.658.8828

fax 404.658.8511

(continued)

Real Estate, continued

Del H. Kendall, CRE
PricewaterhouseCoopers LLP
1100 Louisiana, 39th flr.
Houston, TX 77002
713.757.5296

fax 713.657.8234

Deborah S. Kops, CRE
PricewaterhouseCoopers LLP
1301 K Street, NW, Ste. 800W
Washington, DC 20005
202.414.1303

fax 202.414.1301

Patrick R. Leardo, CRE
PricewaterhouseCoopers LLP
1301 Avenue of the Americas
New York, NY 10019
212.259.2666

fax 212.259.2664

James R. MacCrate, CRE
PricewaterhouseCoopers LLP
1177 Avenue of the Americas
New York, NY 10036
212.596.7525

fax 212.596.8910

Ehud G. Mouchly, CRE
PricewaterhouseCoopers LLP
400 S. Hope St.

Los Angeles, CA 90071
213.236.3200

fax 213.452.7808

Eng. Jose Carlos

Pellegrino, CRE

Pellegrino & Associates

Rua Dr. Rodrigo Silva,
70-19.Andar

01571-900 Sao Paulo, SP-Brazil
(55-11) 605.1915

fax (55-11) 607.9740

E-mail: pellegrino@wac.com.br

Robert K. Ruggles, III, CRE
PricewaterhouseCoopers LLP
615 Franklin Turnpike
Ridgewood, NJ 07450
201.689.3101

fax 201.652.9045

Russ Wehner, Jr.,, CRE

Russ Wehner Realty Co.

280 S. Madison

Denver, CO 80209
303.393.7653

fax 303.393.9503

E-mail: russwehner@uswest.net

Michael Wenzell, CRE
PricewaterhouseCoopers LLP
333 Market St., 17th flr.

San Francisco, CA 94105
415.957.3427

fax 415.957.3168

Commercial/Retail
John N. Dayton, CRE
Dayton Properties

457 Hudson St.
Healdsburg, CA 95448
707.433.4476

fax 707.433.3976

E-mail:
www.dayton@44.juno.com

Bert ]. Finburgh, CRE
1814 Greenbriar Rd.
Glendale, CA 91207
818.244.0260

fax 818.244.3600

Development

Stephen B. Friedman, CRE
S.B. Friedman & Co.

221 N. LaSalle St., Ste. 1007
Chicago, IL 60601
312.424.4260

fax 312.424.4262

Richard C. Shepard, CRE
Real Estate Strategies &
Advisory Services

66 Chesterfield Lakes

St. Louis, MO 63005-4520
314.530.1337

fax 314.530.1356

E-mail: REStrat@aol.com

Richard C. Ward, CRE
Development Strategies, Inc.
10 S. Broadway, Ste. 1640
St. Louis, MO 63102
314.421.2800

fax 314.421.3401

E-mail: dsimail@
development-strategies.com
Web: wuww.
development-strategies.com

Office Buildings
James T. Barry, Jr., CRE
James T. Barry Co., Inc.
1232 N. Edison St.
Milwaukee, W1 53202
414.271.1870

fax 414.271.1478

(continued)
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Real Estate, continued

E-mail:
info@barry-realestate.com
Web:
www.barry-realestate.com

John N. Dayton, CRE
Crystal Brook Ranch
23100 River Rd., P.O.
Box 447

Geyserville, CA 95441
707.857.3825

fax 707.857.4523
E-mail:
www.dayton@44.juno.com

Office/Industrial
Parks

James T. Barry, Jr., CRE
James T. Barry Co., Inc.
1232 N. Edison St.
Milwaukee, WI 53202
414.271.1870

fax 414.271.1478
E-mail:
info@barry-realestate.com
Web:
wuww.barry-realestate.com

Research &

Development
Ki-Wan Kim, CRE
Korean Real Estate
Consulting Co.
Seocho Building, 3rd flr.
1365-10, Seocho-Dong
Seoul, Korea #137-070
82-02-521-0077

fax 82-02-521-0078
E-mail:
KI-WAN@KOSAL.com
Web: KOSAL.com w

REITs

Willis Andersen, Jr., CRE
REIT Consulting Services
701 S. Fitch Mountain Rd.
Healdsburg, CA 95448
707.433.8302

fax 707.433.8309

E-mail:
reitconsult@worldnet.att.net

Alfons Metzger, CRE
MRG Metzger

Real Estate Group
Gumpendorfer Strasse 72
A-1060 Vienna, Austria
+43-1-597 50 60-13

fax +43-1-597 50 60-25
E-mail:
mrg@metzger-estate.com
Web: wuw.
metzger-estate.com/metzger w

OTHER

Counseling for
Colleges &
Universities

Frank J. Parker, CRE

FJ] Parker Real Estate, Inc.
845 LaGrange St.

West Roxbury, MA 02132
617.325.0652

fax 617.327.4940

E-mail: fjparker10@aol.com
Web: members.aol.com/
fiparker10/main.htm

Counseling for
Denominational
Non-profits

Frank J. Parker, CRE

F] Parker Real Estate, Inc.
845 LaGrange St.

West Roxbury, MA 02132
617.325.0652

fax 617.327.4940

E-mail: fjparker10@aol.com
Web: members.aol.com/
fiparker10/main.htm

Court Receiver
Joseph W. DeCarlo, CRE

JD Property Management, Inc.

3520 Cadillac Ave., Ste. B
Costa Mesa, CA 92626
714.751.2787

fax 714.751.0126

E-mail: jdemail@jdproperty.com

Web: www.jdproperty.com

Golf Course Properties -

Consultant, Appraiser,

Advisor

Laurence A. Hirsh, CRE
Golf Property Analysts
2213 Forest Hills Dr., Ste. 3
Harrisburg, PA 17112
800.775.2669

fax 717.652.8267

E-mail: lhirsh@golfprop.com
Web: www.golfprop.com

Healthcare Facilities

Dr. Rocky Tarantello, CRE

Tarantello & Associates
250 Newport Ctr. Dr., #305
Newport Beach, CA 92660
949.833.2650

fax 949.759.9108

E-mail: tarantel@pacbell.net

Strategic Competitor
Analysis

Scott Muldavin, CRE
Roulac Group

900 Larkspur Landing Cir.,
Ste, 125

Larkspur, CA 94939
415.925.1895

fax 415.925.1812 =

Experts’ & Consultants® Guide to CRE Services
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REAL ESTATE

1 88 Kb

EDITORIAL CALENDAR
Fall 1998
Focus Edition - Public Sector Counseling

Winter 1998
Special Edition - Technology

Spring 1999

“Real Estate Issues Research Digest”

A Comprehensive Directory of On-going Real Estate Research Projects

(See submission form for entries on page 51 - deadline for submissions January 29, 1999)

Summer 1999
Articles on general real estate-related topics
(deadline for manuscript submission - March 15)

Fall 1999
Focus Edition - Counselors & the Law
(deadline for manuscript submission - June 15)

Winter 1999
Articles on general real estate-related topics
(deadline for manuscript submission - September 15)

See “Contributor Information” on page iii for information
on submitting a manuscript or call Faye Porter at 312.329.8429

ADVERTISING OPPORTUNITIES
Real Estate Issues will bring your advertising message to users of counseling
services in targeted industry sectors. To maximize your networking opportunities
and reach leading real estate professionals, call 312.329.8429 for pricing information.

REI INDEX OF ARTICLES
The Real Estate Issues “Index of Articles” provides over 100 alphabetical subject
listings for articles published in the journal during its 22-year history, along with a
second alphabetical listing of authors. To order your copy of this convenient
reference, call 312.329.8427; (cost 83, plus $3 shipping). The Index can also be accessed
through The Counselors’ home page at www.cre.org

SUBSCRIPTION INFORMATION
Real Estate Issues publishes four times per year (Spring, Summer, Fall, Winter).
To subscribe to Real Estate Issues or for additional information, contact The
Counsleors at www.cre.org; 312.329.8427.

48




GEORGE M. LOVEJOY, JR., CRE,

RECEIVES 1998

Loulse L. & Y.T. LuMm AWARD

eorge M. Lovejoy, Jr., CRE, Boston,

was named recipient of the 1998

Louise L. & Y.T. Lum Award for his
distinguished contribution toward advanc-
ing knowledge and education
in real estate counseling. Estab-
lished by thelate Y.T. Lum, CRE,
the award encourages the con-
tinuing professional education
of those engaged in real estate
counseling through an under-
standing and advancement of
its principles, theories, tech-
niques, and practices. The
award was presented during The Counse-
lors Midyear Meetings held earlier this year.

Professionally, Lovejoy serves as president
and CEO of Fifty Associates, a real estate
investment company founded in 1820. He is
a 43-year veteran of the real estate business,
having begun his career with the Boston-
based Minot, DeBlois, and Maddison. Prior
to joining Fifty Associates, Lovejoy served
12 years as president and CEO of Meredith

and Grew. He is a trustee of MGI Proper-
ties, a director of various Scudder mutual
funds, and a director and past chair of the
Boston Municipal Research Bureau. Civi-
cally, Lovejoy is former chair of the Massa-
chusetts Advisory Committee for the Na-
ture Conservancy and a past president,
trustee, and member of the Board of Gov-
ernors of the New England Aquarium.

Described as a "leader among leaders,”
Lovejoy was recognized for his "gener-
osity of spirit, nobility of character, and
for living a life which has truly made a
difference.” Lovejoy has been an active
member of The Counselors of Real Estate
since his invitation to membership in
1969. He is currently the chairman of The
Counselors Strategic Planning Commit-
tee and served as national president in
1982.In 1991, Lovejoy received the John R.
White and James D. Landauer Award--
another of The Counselors’ prestigious
awards honoring excellence in the real es-
tate profession.
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Subscription
Information

Now in its twenty-second year of publication,
Real Estate Issues features recognized industry
leaders contributing critical analyses not
otherwise available on today's changing real
estate industry.

Why not give the gift of a REl subscription to a
colleague or business associate? Real Estate
Issues publishes four times per year (Spring,
Summer, Fall, Winter). Place your order today!

Order your single copies & subscriptions below:
Qty.

Single copies @ $15 (+ shipping: $3 UL.S.; $6 foreign)

Subscription prices: J 1-year $48 (4 issues)

(#38-442-340) J 2-year $80 (8 issues)
 3-year $96 (12 issues)

Call for foreign and faculty/student subscription rates.

Check enclosed for $ payable to The Counselors of Real Estate

Charge $ d VISA d MasterCard J Am.Exp. 4 Discover

Card Number

Exp. Date

Signature

Name

Company

Address

City /State/Zip

Telephone

ORDER BY: 1). web: wuww.cre.org/; 2). phone: 312.329.8427;
3). fax:312.329.8881; 4). mail: The Counselors of Real Estate,
430 N. Michigan Avenue, Chicago, IL 60611

Attention Real Estate Researchers:

Submissions Are Now Being
Accepted
for the 2nd Annual

REAL ESTATE ISSUES
RESEARCH DIGEST

The Counselors of Real Estate will publish its
2nd annual directory of current real estate
research projects as the Spring 1999 edition of
Real Estate Issues. The Digest provides an
important service to the real estate industry by
enabling both professionals and academics to
know what type of research is being conducted
around the country.

The 1999 REI Research Digest
will be available on-line and
in printed form.

Check out the 1998 Digest on
The Counselors Web Site at www.cre.org/

The major benefit for the researcher and
his/her institution: promotion of your
project to a wide audience of real estate
industry professionals at no cost to you!

GUIDELINES FOR SUBMISSIONS
* Complete the form on the facing page for
each project that is currently in process.
* Please limit the number of projects to a
maximum of three.
* All forms must be returned by January 29,
1999.

Please do not include research projects for which you have
made proposals or which you are considering for the near
future. Also do not include projects that will not be
substantially completed within the coming year, as such
projects could be included next year. (The Real Estate Issues
Editorial Board retains the right to edit submitted forms and
to reject submissions that it feels do not meet the criteria for
inclusion in the Digest.)

Di1scounT FOR CONTRIBUTORS
Contributors receive a 20% discount--just $20
per copy. Indicate on the form if vou would
like to reserve a professionally printed copy at
the discounted price.

For more information, contact:
Faye Porter, Director of CRE Publications
phone: (312) 329.8429; e-mail: FPorterCRE@aol.com



Cut here, complete & mail or fax

Research Project Submission Form
for inclusion in the 2nd Annual

1999 Real Estate Issues Research Digest

COMPLETE AND RETURN BY JANUARY 29, 1999
(please type or print LEGIBLY)

Project No. Project Category” for Indexing

(*see list of categories on reverse side)

Title:

Name of your organization and department:

Client or funding source:

Amount of funding:

Brief description of research objective:

Brief description of research methodology:

Contact's name:

Address:

Projected completion date:

Telephone: Fax:

E-mail:

4 Yes, [ would like to reserve  copies of the Real Estate Issues Research Digest at the
discounted price of $20 each. (Check enclosed payable to: The Counselors of Real Estate)

Fax (312.329.8881) or mail your completed form(s) to:
Fave Porter, ¢ /o The Counselors of Real Estate, 430 N. Michigan Ave., Chicago, IL 60611

All forms must be returned by JANUARY 29, 1999; projects reported after that date cannot be included.
(The Real Estate Issues Editorial Board retains the right to edit submitted forms and to reject submissions
that it feels do not meet the criteria for inclusion in the REI Research Digest.)



CATEGORIES FOR INDEXING
RESEARCH PROJECTS

For Indexing purposes, select the topic
category your project should be listed under.
Select only one category per project. If your
topic is not listed, list it under "other" with its
proper heading.

earch it ri s to:
Accounting
Arbitration
Asset Management
Bankruptcy
Brokerage

Capital Formation
Capital Markets
Computers (see also Technology)
Condominiums
Demography/Demographics
Development
Community
Multi-family
Public/Private Joint-Ventures
Disposition
Easements
Education
Eminent Domain
Environment
Sick Building
Feasibility Analysis
Financing
Future of Real Estate Industry
Government
Federal Reserve System
IRS
Historic Structures
Hotels
Housing
Elderly
Financing/Mortgages
Foreign
Mixed Income
Multi-family
Public
Industrial Real Estate
Inflation
Information Revolution (see Technology)
Insurance Companies
International
Investment
Lending
Markets
Risks
Inventory
Investment Analyses
Institutional Investment
Land Use
Leases
Legal Issues
ADR (Alternative Dispute Resolution)
Expert Witness
Litigation
Market Analyses
Trends/Relationships

Medical
Military Bases
Money Markets
Mortgage Financing
Office Markets
Corporate Headquarters
Occupancy/Vacancy
Parking Facilities
Pension Funds
Politics (see Government)
Portfolios
Product Absorption
Property Management/Values
Proximity Impact Analyses
Public Housing (see Housing)
Public/Private Sector
Rates - including:
Cap Rates/Yields
Discount Rates
Interest Rates
Internal Rate of Return
Real Estate Analyses
Real Estate Counseling
Counselor-Client Relationship
Ethics (see Real Estate Ethics)
Fees
Non-Profit Organizations
Partnerships
Public Process
Real Estate Cycles
Real Estate Ethics
Real Estate History
Real Estate Investment
REITs
Real Estate Syndication
Real Estate Valuation
Redlining
Regulations
Relocation
Rent
Retail (see Shopping Centers)
Revitalization
Securitization
Shopping Centers
Factory Outlets
Site Selection
Sports Facilities
Storage Facilities
Suburbs
Taxation
Flat Tax
Sec. 1031 Exchange
Tax Reform
Technology
Telecommunications
Thrift Industry
Timesharing

Transferable Development Rights

Urban Real Estate Markets
Zoning

OTHER: please list topic heading:
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THE COUNSELORS
OF REAL ESTATE

430 North Michigan Avenue
Chicago, Hlinois 60611

telephone: 312.329.8427
fax: 312.329.8881
c-mail: cre@interaccess.com
web site: www.cre.org/





